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() PATTILLO, BROWN & HILL, L.L.P.

401 West State Highway 6

I I | o! I Waco, Texas 76710
— 254.772.4901 | pbhcpa.com

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Presbyterian Children's Homes and Services
Austin, Texas

Opinion

We have audited the financial statements of Presbyterian Children's Homes and Services (a nonprofit
organization), which comprise the statements of financial position as of December 31, 2024 and 2023,
and the related statements of activities, functional expenses, and cash flows for the years then ended,
and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of Presbyterian Children's Homes and Services as of December 31, 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). 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 Presbyterian Children's Homes and Services and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Presbyterian
Children's Homes and Services’ ability to continue as a going concern for one year after the date that the
financial statements are issued.

OFFICE LOCATIONS

TEXAS | Waco | Temple | Hillsboro | Houston
NEW MEXICO | Albuquerque
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Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS, we:

¢ 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.

¢ 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 Presbyterian Children's Homes and Services’ 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 Presbyterian Children's Homes and Services’ 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

Tarllo, Browm < L, L

Waco, Texas
June 25, 2025
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Current assets:

PRESBYTERIAN CHILDREN'S HOMES AND SERVICES

ASSETS

Cash and cash equivalents
Short-term investments

Accounts receivable, net of allowance

Related party receivable
Interest receivable

Contributions receivable, net of

allowance and discount
Estates receivable

Prepaid assets

Total current assets

Long-term investments

Property and equipment, net of

accumulated depreciation

Right of use assets for operating leases,

net of amortization

Total assets

LIABILITIES AND NET ASSETS
Current liabilities:

Accounts payable

Accrued payroll and compensated absences
Current portion of operating lease liabilities
Other liabilities

Total current liabilities

Non-current portion of lease liabilities

Total liabilities

Net assets:

Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2024 AND 2023

2024
Without With
Donor Donor
Restrictions Restrictions Total
6,471,648 3,646,434 $ 10,118,082
25,036 - 25,036
1,140,449 - 1,140,449
366,695 - 366,695
78,261 - 78,261
237,694 3,939,723 4,177,417
61,500 - 61,500
1,007,244 - 1,007,244
9,388,527 7,586,157 16,974,684
66,039,414 84,745,589 150,785,003
16,074,740 - 16,074,740
1,643,624 - 1,643,624
93,146,305 92,331,746 $ 185,478,051
503,480 -9 503,480
2,105,227 - 2,105,227
444,254 - 444,254
140,215 - 140,215
3,193,176 - 3,193,176
1,199,370 - 1,199,370
4,392,546 - 4,392,546
88,753,759 - 88,753,759
- 92,331,746 92,331,746
88,753,759 92,331,746 181,085,505
93,146,305 92,331,746 $ 185,478,051
Page 4

The accompanying notes are an integral part of this statement.



2023

Without With
Donor Donor
Restrictions Restrictions Total
$ 3,579,721 3,396,819 6,976,540
43,585 - 43,585
1,279,555 - 1,279,555
509,714 - 509,714
73,620 - 73,620
276,805 3,813,562 4,090,367
64,000 41,019 105,019
943,013 - 943,013
6,770,013 7,251,400 14,021,413
62,365,492 80,365,992 142,731,484
16,522,360 - 16,522,360
1,530,251 - 1,530,251
$ 87,188,116 87,617,392 174,805,508
$ 474,532 - 474,532
1,751,124 - 1,751,124
342,795 - 342,795
93,734 - 93,734
2,662,185 - 2,662,185
1,187,456 - 1,187,456
3,849,641 - 3,849,641
83,338,475 - 83,338,475
- 87,617,392 87,617,392
83,338,475 87,617,392 170,955,867
$ 87,188,116 $ 87,617,392 174,805,508

The accompanying notes are an integral part of this statement.
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PRESBYTERIAN CHILDREN'S HOMES AND SERVICES
STATEMENTS OF ACTIVITIES
FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

2024
Without With
Donor Donor
Restrictions Restrictions Total
OPERATING ACTIVITIES
Revenue and support:
Contributions and bequests $ 5,311,966  $ 807,630 6,119,596
Fees for service 12,616,341 - 12,616,341
Government grants - Federal 200,000 - 200,000
Government grants - State of Texas 607,263 - 607,263
Other income 884,671 - 884,671
Total revenue and support before releases 19,620,241 807,630 20,427,871
Net assets released from restrictions 1,057,584 (1,057,584) -
Total revenue and support 20,677,825 (249,954) 20,427,871
Expenses:
Community transitional living (formerly residential services) 1,384,384 - 1,384,384
Single parent and transitional living programs 2,154,513 - 2,154,513
Foster care & adoption services 10,405,751 - 10,405,751
Community services 6,879,157 - 6,879,157
Advanced & student education 296,877 - 296,877
Program services 21,120,682 - 21,120,682
Fundraising 2,463,219 - 2,463,219
Management & general 2,654,947 - 2,654,947
Support services 5,118,166 - 5,118,166
Total expenses 26,238,848 - 26,238,848
Change in nets assets from operating activities (5,561,023) (249,954) (5,810,977)
NONOPERATING ACTIVITIES
Contributions to endowments - 235,342 235,342
Gain on sale of assets 264,459 - 264,459
Investment income, net of investment expenses 3,991,050 229,247 4,220,297
Change in fair value of split interest and annuities - 176,085 176,085
Realized gains on long-term investments 3,050,004 314,706 3,364,710
Unrealized gains (losses) on long-term investments 3,670,794 4,008,928 7,679,722
Change in nets assets from nonoperating activities 10,976,307 4,964,308 15,940,615
CHANGE IN NET ASSETS 5,415,284 4,714,354 10,129,638
NET ASSETS, BEGINNING OF YEAR 83,338,475 87,617,392 170,955,867
NET ASSETS, END OF YEAR $ 88,753,759 $ 92,331,746 181,085,505
The accompanying notes are an integral part of this statement. Page 6



2023

Without With
Donor Donor
Restrictions Restrictions Total
$ 5,293,009 % 445,724  § 5,738,733
10,239,996 - 10,239,996
200,000 - 200,000
350,207 - 350,207
1,136,346 - 1,136,346
17,219,558 445,724 17,665,282
868,214 (868,214) -
18,087,772 (422,490) 17,665,282
1,351,110 - 1,351,110
2,360,763 - 2,360,763
9,946,796 - 9,946,796
6,683,197 - 6,683,197
318,588 - 318,588
20,660,454 - 20,660,454
2,264,024 - 2,264,024
2,409,861 - 2,409,861
4,673,885 - 4,673,885
25,334,339 - 25,334,339
(7,246,567) (422,490) (7,669,057)
- 275,057 275,057
986,598 - 986,598
3,941,176 246,617 4,187,793
- 277,609 277,609
2,909,988 1,441,493 4,351,481
7,129,076 4,828,678 11,957,754
14,966,838 7,069,454 22,036,292
7,720,271 6,646,964 14,367,235
75,618,204 80,970,428 156,588,632
83,338,475 87,617,392 170,955,867

The accompanying notes are an integral part of this statement.



PRESBYTERIAN CHILDREN'S HOMES AND SERVICES
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2024
(with comparative totals for the year ended December 31, 2023)

2024
Community
Tran'51j[10nal Single Parent &
(If‘wmlg Transitional Foster Care & Advanced
ormer|

Residenti};l LiVil’lg Adoption Comrnunity & Student

Classification Services) Programs Services Services Education
Salaries and wages $ 813,117  $ 858,257 $ 5,661,263 $§ 4,522,758 $ 200,084
Employee benefits and taxes 184,971 216,740 1,523,640 1,219,467 35,134
998,088 1,074,997 7,184,903 5,742,225 235,218
Client care services 81,696 64,667 1,536,674 169,521 33,612
Contracted services 9,718 15,273 171,434 55,945 2,040
Depreciation 11,761 291,006 183,436 43,497 5,228
Information technology 11,549 42,227 67,241 50,902 647
Insurance 55,209 120,422 205,804 208,451 9,906
Interest expense 228 60 78 21 -
Occupancy 134,520 282,862 433,445 221,963 2,586
Office & other expenses 20,989 36,120 97,052 97,880 3,578
Public relations and advertising 241 741 17,087 67,803 59
Recruiting and other employmer 6,397 13,059 86,089 25,342 833
Repair and maintenance 23,942 171,387 138,134 25,638 318
Training 2,113 2,566 18,536 22,126 571
Transportation 17,081 29,461 64,877 24,493 181
Travel 10,852 9,665 200,961 123,350 2,100
Total $ 1,384,384 $§ 2,154,513 $ 10,405,751 $§ 6,879,157 $ 296,877

The accompanying notes are an integral part of this statement.
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2024 2023

Total Total
Program Management Support Total Total
Services Fundraising & General Services Expenses Expenses

§ 12,055479 § 1448456 § 1,620,355 § 3,068,811 § 15,124290 $§ 14,131,920

3,179,952 311,728 437,742 749,470 3929422 g 3750673
15,235,431 1,760,184 2,058,097 3,818,281 19,053,712 17,891,593
1,886,170 : . : 1,886,170 2,109,351
254,410 30,664 103,282 133,946 388,356 503,753
534,928 59,104 62,134 121,238 656,166 681,590
172,566 54,150 103,783 157,933 330,499 234,118
599,792 73,589 112,527 186,116 785,908 766,321
387 82 590 672 1,059 20,218
1,075,376 31,714 53,985 85,699 1,161,075 1,161,183
255,619 89,354 24,998 114,352 369,971 328,470
85,931 249,423 2,330 251,753 337,684 311,263
131,720 5,555 20,277 25,832 157,552 122,060
359,419 19,674 21,710 41,384 400,803 545,676
45,912 2,352 2,737 5,089 51,001 36,474
136,093 14,096 18,316 32,412 168,505 158,292
346,928 73,278 70,181 143,459 490,387 463,977

$ 21,120,682 $§ 2,463,219 § 2,654947 § 5,118,166 $§ 26,238,848 § 25,334,339

The accompanying notes are an integral part of this statement. Page 9



PRESBYTERIAN CHILDREN'S HOMES AND SERVICES
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2023

2023
Community
Tran'sij[ional Single Parent &

(153:1121% Tran.sij[ional Foster CE.II‘C & ' Advanced

Residential Living Adoption Community & Student

Classification Services) Programs Services Services Education
Salaries and wages $ 768,556 $ 909,716 $ 5035981 $ 4343479 $ 225500
Employee benefits and taxes 203,865 248,599 1,415,198 1,168,292 40,129
972,421 1,158,315 6,451,179 5,511,771 265,629
Client care services 67,894 59,332 1,811,781 147,077 23,267
Contracted services 13,506 21,100 167,633 137,902 3,131
Depreciation 9,479 429,570 170,276 36,239 2,562
Information technology 9,873 45,516 59,202 34,224 1,775
Insurance 52,697 103,631 218,333 218,197 10,255
Interest expense 307 639 5,293 8,972 47
Occupancy 107,475 277,871 477,521 194,595 4,556
Office expenses 22,188 36,061 84,620 67,433 3,155
Public relations and advertising 173 1,247 6,101 65,052 47
Recruiting and other employmer 6,549 14,416 64,280 24,868 841
Repair and maintenance 55,350 178,382 158,627 75,244 1,151
Training 2,130 2,057 13,581 13,597 450
Transportation 19,449 24,996 57,637 27,858 286
Travel 11,619 7,630 200,732 120,168 1,436
Total $ 1,351,110 $§ 2,360,763 § 9,946,796 $ 6,683,197 § 318,588

The accompanying notes are an integral part of this statement. Page 10



2023

Total Total
Program Management Support Total
Services Fundraising & General Services Expenses
$ 11,283,232 § 1,337,271  § 1,511,417 2,848,088 § 14,131,920
3,076,083 277,853 405,737 683,590 3,759,673
14,359,315 1,615,124 1,917,154 3,532,278 17,891,593
2,109,351 - - - 2,109,351
343,272 32,059 128,422 160,481 503,753
648,126 13,697 19,767 33,464 681,590
150,590 58,147 25,381 83,528 234,118
603,113 62,746 100,462 163,208 766,321
15,258 1,080 3,880 4,960 20,218
1,062,018 34,659 64,506 99,165 1,161,183
213,457 90,645 24,368 115,013 328,470
72,620 237,410 1,233 238,643 311,263
110,954 5,474 5,632 11,106 122,060
468,754 32,850 44,072 76,922 545,676
31,815 2,766 1,893 4,659 36,474
130,226 12,019 16,047 28,066 158,292
341,585 65,348 57,044 122,392 463,977
$ 20,660,454 S 2,264,024  $ 2,409,861 4,673,885 § 25,334,339

The accompanying notes are an integral part of this statement.
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PRESBYTERIAN CHILDREN'S HOMES AND SERVICES
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

2024 2023
OPERATING ACTIVITIES
Change in net assets $ 10,129,638 $ 14,367,235
Adjustments to reconcile changes in net assets to
net cash used by operating activities
Bad debts 30,149 20,241
Depreciation 656,166 681,590
Noncash portion of lease expense for operating leases 452,794 312,276
Gain on sale of assets (264,459) (986,598)
Contributions of investments 23,892 14,481
Realized gains on long-term investments (3,364,710) (4,351,481)
Unrealized (gains) losses on long-term investments (7,679,722) (11,957,754)
Contributions restricted for long-term investments (280,861) (45,454)
Change in:
Accounts receivable 108,957 (364,619)
Related party receivable 143,019 (364,934)
Interest receivable (4,641) (1,400)
Contributions receivable (87,050) (350,814)
Estates receivable 43,519 88,050
Prepaid assets (64,231) (568,884)
Accounts payable 28,948 (244,359)
Accrued payroll and compensated absences 354,104 480,347
Other accrued expenses - (1,718)
Other liabilities 46,481 (32,290)
Operating lease liabilities (452,794) (312,276)
Net cash used by operating activities (180,801) (3,618,361)
INVESTING ACTIVITIES
Purchase of property and equipment (208,546) (2,034,288)
Proceeds from sale of property and equipment 264,459 2,625,000
Purchase of investments (3,436,883) (4,958,445)
Proceeds from sale of investments 6,422,452 10,159,610
Net cash provided by investing activities 3,041,482 5,791,877
FINANCING ACTIVITIES
Repayment of long term debt - (1,120,281)
Cash received from contributions, bequests, etc. 280,861 45,454
Net cash (used) provided by financing activities 280,861 (1,074,827)
NET CHANGE IN CASH AND CASH EQUIVALENTS 3,141,542 1,098,689
CASH AND CASH EQUIVALENTS, Beginning 6,976,540 5,877,851
CASH AND CASH EQUIVALENTS, Ending $ 10,118,082  § 6,976,540
SUPPLEMENTAL DISCLOSURE:
Interest paid $ 1,059 § 21,936

The accompanying notes are an integral part of this statement.
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PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 and 2023

1. ORGANIZATION AND PURPOSE

On January 1, 2018, Presbyterian Children's Homes and Services, a Texas non-profit corporation established in 1903 and
Presbyterian Children's Homes and Services of Missouri, a Missouri non-profit corporation established in 1914 merged
after five years of affiliation. The resulting non-profit corporation, known as Presbyterian Children's Homes and Services
(PCHAS), provides Christ-centered care and support to children and families in need in Texas, Louisiana and Missouri.

PCHAS (the Organization) provides foster care and adoption services. In addition, single parent family programs work to
bring economic and emotional stability to children and their families, while transitional living programs assist young adults
towards self-sufficiency by providing educational, economic and emotional support. In all three states, community
service, case management and mentoring programs provide a network that brings together churches, schools, and other
local resources to meet the varying needs of children and their families. The Organization also provides educational
programs to help meet the needs of children in pursuit of college and vocational goals.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of PCHAS have been prepared in conformity with accounting principles generally accepted in the
United States of America (GAAP). The following is a summary of the significant policies.

Basis of Presentation

The financial statements of PCHAS were prepared using the accrual basis of accounting and as such reflect all significant
receivables, payables and other liabilities. The financial statements include statements of financial position, statements of
activities, statements of functional expenses, statements of cash flows, and related notes. The Financial Accounting
Standards Board (FASB) is the accepted standard setting body for non-profit organizations.

FASB Codification Section 958-605 requires that unconditional promises to give (pledges) be recorded as receivables and
revenue and requires that the organization distinguish between contributions received for each net asset category in
accordance with donor-imposed restrictions. FASB Codification Section 958-205 requires that the statements be
organized based on the existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Organization
and changes therein are classified as follows:

Net assets without donor restrictions - Net assets that are not subject to donor imposed restrictions and may be expended
for any purpose in performing the primary objectives of the Organization. The Organization's board may designate assets
without restrictions for specific operational purposes from time to time. Those designations do not carry the same
limitations as net assets with donor restrictions and are included in this category.

Net assets with donor restrictions - Net assets subject to stipulations imposed by donors and grantors. Some donor
restrictions are temporary in nature; those restrictions will be met by actions of the Organization or by the passage of time.
Other donor restrictions are perpetual in nature, whereby the donor has stipulated the funds be maintained in perpetuity.

Page 15



PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 and 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents

For the purposes of the statements of cash flows, the Organization considers all highly liquid investments with a maturity
of three months or less when purchased to be cash equivalents. Cash equivalents are stated at cost, which approximates
market value.

PCHAS maintains its cash in several financial institutions. These accounts at times may exceed federally insured limits.
As of December 31, 2024 and 2023, cash balances in financial institutions exceeded Federal Deposit Insurance
Corporation (FDIC) coverage by $8,392,849and $5,301,255, respectively. In addition, the Organization has money market
funds, which are not federally insured, but are subject to Securities Investor Protection Coverage (SIPC) as of December
31, 2024 and 2023.

PCHAS invests cash in excess of daily requirements in an overnight investment account, for the general operating account.

Investments

Investments in marketable securities are carried at market value based on the closing prices on the stock exchange as of the
last day of the period. Realized and unrealized gains or losses are presented in accordance with any donor restrictions.
Investment return is presented net of investment fees. PCHAS carries its investments in real estate at fair market value.

Investments include perpetual trusts in which PCHAS has an irrevocable right to receive the income earned on the trust
assets in perpetuity, but never receives the assets which are held in trust by a third party. The interests in perpetual trusts
are valued at the latest available market value. Changes in unrealized and realized gains (losses) on interests in perpetual
trusts are recorded as changes in net assets with donor restrictions.

Investment Pools

PCHAS pools donor-restricted and board-designated endowments into pooled investment accounts. Realized and
unrealized gains from the pooled investment accounts are allocated to the individual donor accounts based on the daily
average of the market value of each endowment to the market value of the pooled investment accounts.

The fair value of assets in an individual donor restricted endowment are all above the endowments' historic cost.

Accounts Receivable

Accounts receivable consists primarily of program services fees. An allowance for uncollectible accounts is determined
using the aging method. All accounts over 90 days are reviewed to determine an allowance. Management provides for
probable uncollectible amounts through a charge to earnings and a credit to an allowance based on its assessment of the
current status of individual accounts.

Contributions and Estates Receivable

Unconditional contributions are recognized when pledged and recorded as assets without donor restrictions or assets with
donor restrictions, depending on the existence and/or nature of any donor-imposed restrictions. Conditional promises to
give are recognized only when the condition on which they depend is substantially met making the promise unconditional.
PCHAS is the beneficiary of several split interest agreements that include various trusts and charitable gift annuities
administered by third parties. The receivable for the split interest agreements is recorded at the present value of the
estimated future benefits to be received when the trust assets are distributed.
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PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 and 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributions and Estates Receivable (Continued)

Estates are recognized in the period when notification is received and the value is determinable. The receivable for the
estates is recorded at the estimated fair market value of the Organization's interest in the estate. Pledge contributions are
recorded net of discount and allowance. Discounts and allowance are amortized over the term of the pledge contributions
using the aging method.

Property and Equipment

PCHAS has adopted a capitalization threshold of $2,000 and useful lives of five years or more. Therefore, purchases of
property and equipment meeting these conditions are stated at cost. Depreciation on property and equipment is calculated
on a straight-line basis over the estimated useful lives of the assets, generally 5 to 40 years. The cost of normal
maintenance and repairs that do not add to the value of the asset or materially extend its life are expensed as incurred.

Donated property and equipment are valued at their estimated fair value at the time of donation and are reported as
unrestricted support unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived
assets with explicit restrictions and gifts of cash or other assets that must be used to acquire long-lived assets are reported
as restricted support. Absent explicit donor imposed stipulations, PCHAS reports expirations of donor restrictions when
the donated or acquired long-lived assets are placed in service.

Long-lived assets are reviewed for impairment whenever events or changes in circumstance indicate that the carrying
amount of an asset may not be recoverable. If the carrying value of the long-lived asset is not recoverable, an impairment
charge is recognized to the extent that the carrying value exceeds its fair value. Fair value is determined through various
valuation techniques including quoted market values and third-party independent appraisals, as deemed necessary.

Designation of Unrestricted Net Assets

It is the policy of the Board of Trustees to review its plans for meeting operational needs and its plans for property
improvements and acquisitions from time to time and to designate appropriate sums of unrestricted net assets to assure
adequate financing of such needs.

Donated Materials, Supplies and Facility Usage

Donated items and free use of facilities are valued at the estimated fair value at the date of donation. As donated items are
used by our programs, a corresponding expense is recorded.

Donated Services

Donated services are recognized as contributions if the services create or enhance non-financial assets or if the services
require specialized skills, are performed by people with those skills, and would otherwise be purchased by PCHAS. In
addition, volunteers provide assistance with specific programs, fundraising, and work on many committees that is not
recognized as revenue since the recognition criteria were not met.
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PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 and 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contributions, Fees, Investment Income, and Gains Restricted by Donors

PCHAS recognizes revenue from contributions when they are received and program fees as the services are provided while
expenses are reported as incurred. PCHAS reports gifts, net investment income and gains on investments as restricted
income if it is received with donor stipulation that restricts the gift's use or income to a specific purpose or has a time
restriction. When a restriction is met, net assets are reclassified from net assets with donor restrictions to net assets without
donor restrictions and reported in the statements of activities as net assets released from restriction. If these restrictions are
met in the same period in which the gift or income is earned, the gift or income is recorded as without donor restrictions.
Contributions restricted for the acquisition of land, buildings, and equipment are reported as net assets without donor
restrictions upon acquisition of the assets and the assets are placed in service.

Estimates

In the preparation of financial statements in conformity with GAAP, management uses estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities and the reported
revenue and expenses. While management believes these estimates to be reasonable, actual results could differ from those
estimates. Significant estimates in the financial statements relate to determination of the allowance for uncollectible
receivables, student loans and pledges, depreciable lives of property and equipment, value of split interest receivables,
valuation of annuities payable and fair value of investments.

Measure of Operations

The statements of activities report all changes in net assets, including changes in net assets from operating and non-
operating activities. Operating activities consist of those items attributable to the Organization's ongoing activities. Non-
operating activities are limited to resources that generate return from investments, endowment contributions, and other
activities considered to be of a more unusual or nonrecurring nature.

Expense Allocation

The costs of providing various programs and other activities have been summarized on a functional basis in the statements
of activities and the statements of functional expenses for the years ended December 31, 2024 and 2023. Accordingly,
expenses directly related to a function are directly allocated to that function. Expenses that are attributable to or support
more than one function are allocated on a reasonable basis such as total expense, square footage or number of budgeted
positions, etc.

Income Tax Status

PCHAS is exempt from federal income tax under Section 501(c)3 of the Internal Revenue Code (IRC), though it would be
subject to tax on income unrelated to its exempt purpose (unless that income is otherwise excluded by the IRC). PCHAS
has concluded that no tax benefits or liabilities are required to be recognized in accordance with GAAP. The last three tax
years remain open to examination by taxing authorities.
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PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 and 2023
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Tax Status (Continued)

PCHAS has adopted FASB Accounting Standards Codification (ASC) 740-10, Accounting for Uncertainty in Income Tax .
That standard prescribes a minimum recognition threshold and measurement methodology that a tax position taken or
expected to be taken in a tax return is required to meet before being recognized in financial statements. It also provides
guidance for derecognition, classification, interest and penalties, accounting and interim periods, disclosure, and transition.
Management believes there were none. In addition, PCHAS qualifies for the charitable contribution deduction under
Section 170 of the IRC and has been classified as an organization other than a private foundation under Section 509(a)3.

Compensated Absences

Full-time and part-time employees working 30 hours or more per week accrue 15 to 36 days per year of Paid Time Off
(PTO) based upon their hire date, position, and length of service. The maximum balance ranges from 30 to 42 days, based
on the employee's hire date, position, and length of service. Upon termination, employees are paid 100% of their unused
PTO balance.

The amount expected to be paid to employees for PTO not yet taken as of December 31st of each year is recorded as a
liability on the statements of financial position.

Reclassifications

Certain prior period amounts have been reclassified to conform to current period presentations. Such reclassifications had
no effect on previously reported change in net assets, in total.

Lease Policy

The lease standard requires that leases with a lease term of more than 12 months be classified as either finance or operating
leases. Finance leases are those the Organization expects to consume a major part of the economic benefits of the leased
asset before the end of the lease term. Conversely, for those leases in which the Organization does not expect to consume
the major part of the economic benefits of the leased asset before the end of the lease term, the Organization has classified
those as operating leases.

The Organization determines whether a contract contains a lease at the inception of the contract by determining whether
the contract conveys the right to control the use of identified property for a period of time in exchange for consideration.
Non-lease components, such as common area maintenance are separated from the lease components based on the terms of
the related lease.

The Organization's operating right-of-use assets and operating lease obligations are measured and recorded at the present
value of remaining lease payments, with the key estimate being the discount rate used to discount the unpaid lease
payments to present value. The Organization's leases generally do not include a readily determinable implicit rate;
therefore, operating lease obligations and operating right-of-use assets are measured using the incremental borrowing rate
as the discount rate. The incremental borrowing rate is that rate that would be paid to borrow on a collateralized basis over
a similar term and amount equal to the lease payments in a similar economic environment.

The Organization elected to use the portfolio approach in measuring its operating leases for office space by applying a
single incremental borrowing rate of 4.2% for new leases starting in 2024 and 4% to 5% for leases existing in prior years.
The rate is based on US Treasury Rates at of December 31st if the year in which a lease began. In measuring its operating
leases for vehicles, the Organization used the rate implicit in each vehicle's lease agreement. Disclosures about the
Organization's lease activity are presented in Note 14, Leases.
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PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2024 and 2023

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

New Accounting Pronouncements

As of Dec 31, 2024 there were no new accounting pronouncements that pertain to the Organization.

3. CASH AND INVESTMENTS

Long-term Investments

A portion of long-term investments is held in pooled funds at Texas Presbyterian Foundation (TPF) and is invested
generally 63% in equities, 21% in fixed income investments, and 16% in real estate and other less liquid strategies. A
portion of long-term investments is invested in passive index funds.

PCHAS also holds some investments in real estate, mineral interests, and securities, all of which were donated. Long-term
investments at the end of the year consist of the following:

December 31, 2024 December 31, 2023

Investment Type Cost Value Market Basis Cost Value Market Basis
TPF pooled funds $ 34,845,655 $§ 59,498,864 $ 34,463,287 § 57,447,432
Equity securities 15,630,954 23,879,531 15,619,667 21,547,537
Debt securities 20,000 20,000 20,000 20,000
Beneficial interest in trusts 67,357,186 67,357,186 63,641,310 63,641,310
Real estate 8,007 8,007 48,446 48,446
Mineral interests 14,415 14,415 19,759 19,759
Other miscellaneous investments 7,000 7,000 7,000 7,000
Total investments $ 117,883,217 $§ 150,785,003 $ 113,819,469 § 142,731,484

Fair Value Measurements

The following methods and assumptions were used in estimating the fair value disclosures for the financial instruments:

Investment securities - The fair values of investment securities are based on quoted market prices, where available. If
quoted market prices are not available, fair values are based on quoted market prices for identical or similar securities.

Receivables - The carrying amounts reported in the statements of financial position for all receivables approximate
those receivables' fair values.

Payables - The carrying amounts reported in the statements of financial position for all payables approximate those
payables' fair values.
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PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2024 and 2023

3. CASH AND INVESTMENTS (Continued)

Fair Value Measurements (Continued)

2024 2023
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets

Interest receivable $ 78,261 $ 78,261 $ 73,620 $ 73,620
Contributions receivable 4,177,417 4,177,417 4,090,367 4,090,367
Estates receivable 61,500 61,500 105,019 105,019
Long term investments 150,785,003 150,785,003 142,731,484 142,731,484

FASB Codification Section 820, Fair Value Measurements and Disclosure, establishes 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 under FASB Codification Section 820 are described below:

Level 1: Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that can be easily accessed.

Level 2: Inputs to the valuation methodology include:
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 prices that are observable for the asset or liability;

Inputs that are derived principally from or corroborated by observable market data by correlation
or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be observable
for substantially the full term of the asset or liability.

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The 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 need to maximize the use of observable
inputs and minimize the use of unobservable inputs.
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3. CASH AND INVESTMENTS (Continued)

Fair Value Measurements (Continued)

Following is a description of the valuation methodologies used for assets measured at fair value. There have been no
changes in the methodologies used as of December 31, 2024 and 2023 from prior periods.

Common stocks, corporate bonds, and U.S. government securities are valued at the closing price reported on the active
market on which the individual securities are traded. Mutual funds are valued at the net asset value (NAV) of shares held
at the end of the year.

Alternative investments which include pooled real estate funds, real estate, pooled alternative strategies funds, closely
held hedge funds, closely held real estate investment trusts (REITs), and private equity are valued at other significant
observable and unobservable inputs that include quoted prices of similar securities.

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

The following table sets forth by level, within the fair value hierarchy, PCHAS assets at fair value as of December 31,
2024:

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Fair Identical Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

TPF pooled funds - stocks, bonds,
gov't sec, real estate, alternative strategies $ 59,498,865 $ 49,787,533 $ 9,711,332 $ -

Equity securities 23,879,531 23,879,531 - -
Debt securities 20,000 20,000 - -
Beneficial interest in trusts 67,357,185 56,119,251 4,399,749 6,838,185
Real estate 8,007 - 8,007 -
Mineral interests 14,415 14,015 - 400
Other miscellaneous investments 7,000 - - 7,000

$ 150,785,003 $ 129,820,330 $ 14,119,088 $ 6,845,585
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3. CASH AND INVESTMENTS (Continued)

Fair Value Measurements (Continued)

The following table sets forth a summary of changes in the fair value of Level 3 assets for the year ending December 31,
2024:

Beginning balance 1/1/2024 $ 6,385,274
Asset changes (42,993)
Income 2,629
Realized loss 25,903
Unrealized gain 474,772

Ending balance 12/31/2024 $ 6,845,585

The following table sets forth by level, within the fair value hierarchy, PCHAS assets at fair value as of December 31,
2023:

Quoted Prices Significant
in Active Other Significant
Markets for Observable Unobservable
Fair Identical Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
TPF pooled funds - stocks, bonds,
gov't sec, real estate, alternative strategies $ 57,447,432 $ 48,325,220 $ 9122212 $ -
Equity securities $ 21,547,537 21,547,537 - -
Debt securities $ 20,000 20,000 - -
Beneficial interest in trusts $ 63,641,310 53,360,362 3,903,236 6,377,712
Real estate $ 48,446 - 48,446 -
Mineral interests $ 19,759 19,197 - 562
Other miscellaneous investments $ 7,000 - - 7,000

$ 142,731,484 $ 123,272,316

$ 13,073,894

$ 6,385,274

The following table sets forth a summary of changes in the fair value of Level 3 assets for the year ending December 31,

2023:
Beginning balance 1/1/2023 $ 6,370,885
Asset changes (121,586)
Income 5,533
Realized gain 65,783
Unrealized gain 64,659
Ending balance 12/31/2023 $ 6,385274
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DECEMBER 31, 2024 and 2023
4. FINANCIAL ASSETS AND LIQUIDITY RESOURCES

As of December 31, 2024 and 2023, financial assets and liquidity resources available to the Organization for general
operating expenses within one year of the statement of financial position are as follows:

2024 2023

Cash and cash equivalents $ 6,471,648 $ 3,579,721
Short-term investments 25,036 43,585
Accounts receivable, net of allowance 1,140,449 1,279,555
Related party receivable 366,695 509,714
Interest receivable 78,261 73,620
Unrestricted contributions receivable, expected within one year 94,812 154,142
Unrestricted pledges, expected within one year 388,017 300,863
Unrestricted estates receivable, expected within one year 61,500 64,000
Assets expected from trusteed funds, within one year 1,499,820 1,729,675
Board approved draw from endowment, within one year 5,092,854 5,121,365

Total financial assets available for current use $ 15,219,092 $ 12,856,240

As discussed in Note 2, Summary of Significant Accounting Policies, it's the policy of the Board of Trustees to review its
plans for meeting operational needs and its plans for property improvements and acquisitions from time to time, and to
designate appropriate sums of unrestricted net assets to assure adequate financing of such needs. PCHAS invests cash in
excess of daily requirements in an overnight investment account, for the general operating account. In addition, PCHAS
has Board designated endowment net assets of $66,010,000 and $62,290,295 in 2024 and 2023, respectively. Although the
Organization does not intend to spend from its board designated funds beyond the amount approved annually for general
operating needs, amounts from these funds could be made available with Board approval, if necessary.

5. ENDOWMENT FUNDS

The Organization's endowment consists of a number of individual funds established for a variety of purposes. Its
endowment includes both donor-restricted endowment funds and funds designated by the Board of Trustees to function as
endowments. As required by GAAP, net assets associated with endowment funds, including funds designated by the Board
of Trustees to function as endowments, are classified and reported based on the existence or absence of donor imposed
restrictions.
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5. ENDOWMENT FUNDS (Continued)

Interpretation of Relevant Law

The Board of Trustees of PCHAS has interpreted the state Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the purchasing power (real value) of the donor-restricted endowment funds
absent explicit donor stipulations to the contrary. As a result of this interpretation, PCHAS classifies as permanently
restricted net assets: (1) the original value of gifts donated to the permanent endowment, (2) the original value of
subsequent gifts to the permanent endowment, (3) accumulations to the permanent endowment made in accordance with
the direction of the applicable donor gift instrument at the time the accumulation is added to the fund, and (4) the portion
of investment return added to the permanent endowment to maintain its purchasing power. For purposes of determining
that portion, each year PCHAS adjusts permanently restricted net assets by an amount determined to be reasonable for use
in the operations but also provide for the change in the average Consumer Price Index (CPI). If the endowment assets earn
investment returns beyond the amount necessary to maintain the endowment assets' real value, that excess is maintained as
endowment assets in permanently restricted net assets until appropriated by the Board for expenditure.

Although UPMIFA does not preclude the Organization from spending below the original gift value of donor-restricted
endowments, the Organization considers a fund to be underwater if the fair value of the fund is less than the sum of (a) the
original value of initial and subsequent gift amounts donated to the fund and (b) any accumulations to the fund that are
required to be maintained in perpetuity in accordance with the direction of the applicable donor gift instrument. The
Organization has adopted a policy not to spend from underwater endowments unless directed otherwise by the donor.

At times the fair value of assets associated with individual donor-restricted endowment funds may fall below the level that
the donor or UPMIFA requires the Organization to retain as a fund of perpetual duration. As of the date of these
statements, no such deficiencies exist in the Organization's endowments.

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

1)  The duration and preservation of the fund;

2)  The purposes of the organization and the donor-restricted endowment fund;

3)  The general economic conditions;

4)  The possible effect of inflation or deflation;

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

6)  Other resources of the organization;

7)  The investment policies of the organization.
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5. ENDOWMENT FUNDS (Continued)

Endowment Net Asset Classification by Type of Fund as of December 31, 2024

With Donor Restrictions

Without Total
Donor Temporarily Permanently With Donor
Restrictions Restricted Restricted Restrictions Total
Endowment Type
Donor restricted $ - $ 4,118,216 $ 83,336,045 $ 87,454,261 $ 87,454,261
Board designated 66,010,000 - - - 66,010,000
Total investments $ 66,010,000 $ 4,118,216 $ 83,336,045 $ 87,454,261 $ 153,464,261

Changes in Endowment Net Assets for the Fiscal Year Ended December 31, 2024

With Donor Restrictions

Without Total
Donor Temporarily Permanently With Donor
Restrictions Restricted Restricted Restrictions Total

Endowment Assets
Beginning balance $ 62,290,295 $ 3,805,798 $ 79,191,484 $ 82,997,282 $ 145,287,577
Investment return
Investment return 843,284 97,401 - 97,401 940,685
Net appreciation (depreciation)

realized & unrealized 6,721,066 515,771 3,909,219 4,424,990 11,146,056
Total invest return 7,564,350 613,172 3,909,219 4,522,391 12,086,741
Contributions - - 235,342 235,342 235,342
Appropriation of endowment

assets for expenditure 232,285 - - - 232,285
Transfer to undesignated (4,076,930) (300,754) - (300,754) (4,377,684)
Ending balance $ 66,010,000 $ 4,118,216 $ 83,336,045 $ 87,454,261 $ 153,464,261
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5. ENDOWMENT FUNDS (Continued)

Endowment Net Asset Classification by Type of Fund as of December 31, 2023

With Donor Restrictions

Without Total
Donor Temporarily Permanently With Donor
Restrictions Restricted Restricted Restrictions Total

Endowment Type

Donor restricted $ - $ 3,805,798 $ 79,191,484 $ 82,997,282 $ 82,997,282

Board designated 62,290,295 - - - 62,290,295

Total investments $ 62,290,295 $ 3,805,798 $ 79,191,484 $ 82,997,282 $ 145,287,577
Changes in Endowment Net Assets for the Fiscal Year Ended December 31, 2023

With Donor Restrictions
Without Total
Donor Temporarily Permanently With Donor
Restrictions Restricted Restricted Restrictions Total
Endowment Assets
Beginning balance $ 57,527,498 $ 3,031,343 $ 73,440,263 $ 76,471,606 $ 133,999,104
Investment return
Investment return 715,686 92,692 - $ 92,692 $ 808,378
Net appreciation (depreciation)
realized & unrealized 10,037,649 973,691 5,476,164 6,449,855 16,487,504
Total invest return 10,753,335 1,066,383 5,476,164 6,542,547 17,295,882
Contributions - - 275,057 275,057 275,057
Appropriation of endowment
assets for expenditure 45,383 - - - 45,383

Transfer to undesignated (6,035,921) (291,928) - (291,928) (6,327,849)
Ending balance $ 62,290,295 $ 3,805,798 $ 79,191,484 $ 82,997,282 $ 145,287,577
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5. ENDOWMENT FUNDS (Continued)

Return Objectives and Risk Parameters

PCHAS has adopted investment and spending policies for endowment assets that attempt to provide a predictable stream
of funding to programs supported by its endowment while seeking to maintain the purchasing power of the endowment
assets. Endowment assets include those assets of donor restricted funds that the Organization must hold in perpetuity or for
a donor-specified period(s) as well as board designated funds. Under this policy, as approved by the Board of Trustees, the
endowment assets are invested in a manner that is intended to result in high yields while assuming a moderate level of
investment risk. PCHAS expects its endowment funds, over time, to provide an average rate of return of approximately

eight percent annually. Actual returns in any given year may vary from this amount.

6. RECEIVABLES

Accounts Receivable

Accounts receivable includes fees from public and private sources to assist in the cost of providing services to children and

families in need.

2024 2023
Accounts receivable $ 1,211,819 $ 1,344,326
Allowance for uncollectible accounts (71,370) (64,771)
$ 1,140,449 $ 1,279,555
Bad debt expense was $30,149 and $20,241 in 2024 and 2023, respectively.
Contributions
Contributions receivable consists of the following:
2024 2023
Donations receivable without donor restrictions $ 94,812 $ 154,142
Donations receivable with donor restrictions 585 7,085
Pledges without donor restrictions 143,664 124,069
Pledges with donor restrictions 834,379 627,057
Split interest gifts 3,195,449 3,250,030
Total receivables 4,268,889 4,162,383
Allowance for uncollectible pledges (52,358) (42,759)
Unamortized discount on pledges (39,114) (29,257)
Total $ 4177417 $ 4,090,367
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6. RECEIVABLES (Continued)

Contributions (Continued)

In calculating the present value of the long-term pledges, PCHAS used the Internal Revenue Service (IRS) discount rate of
the month for December. The rate applied to the pledges was based on the year in which the pledge was made. The rates
are as follows:

IRS Discount Rate
Year Rate Year Rate Year Rate
2013 2.0% 2017 2.6% 2021 1.6%
2014 2.0% 2018 3.6% 2022 5.2%
2015 2.0% 2019 2.0% 2023 5.8%
2016 1.8% 2020 0.6% 2024 5.0%

Total contribution receivables expected to be received within one year total $2,666,489; between one to five years
$927,920, and longer than 5 years are $674,480.

PCHAS is the beneficiary in several split interest agreements. While PCHAS has been named as the remainder
beneficiary, PCHAS is not the trustee nor does PCHAS exercise control over the assets of the trusts, except in a limited
number of charitable remainder unitrusts. A receivable is recorded for the value provided by the third party trustee, which
is the difference between the present value of expected future payments to the specified beneficiary and the market value
of the assets. The value as of December 31, 2024 decreased by $54,581 from the value as of December 31, 2023, due to
market conditions.

Estates

PCHAS is the beneficiary in several estates that are pending distribution. As of December 31, 2024, receivables from
estates total $61,500, all of which are expected to be received within one year. As of December 31, 2023, receivables from
estates totaled $105,019, with $64,000 expected to be received within one year and $41,019 expected to be received
between one and five years.

7. PROPERTY AND EQUIPMENT

Property and equipment consist of the following at year-end:

Beginning

Balance Additions/ Deletions/ Balance

01/01/24 Transfers Transfers 12/31/2024
Land $ 1,036,369 $ - $ - $ 1,036,369
Buildings and improvements 24,555,407 164,340 (43,445) 24,676,302
Furniture and equipment 995,148 17,204 (25,711) 986,641
Vehicles 14,792 - (1,295) 13,497
Capital work in progress 2,050 27,002 - 29,052
Total fixed assets 26,603,766 208,546 (70,451) 26,741,861
Less: accumulated depreciation (10,081,406) (656,166) 70,451 (10,667,121)
Net property and equipment $ 16,522,360 $  (447,620) % - $ 16,074,740

Depreciation expense totaled $656,166 in 2024 and $681,590 in 2023.
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8. NET ASSET CLASSIFICATIONS

Without Donor Restrictions

Net assets without donor restrictions represent resources over which the Board of Trustees have discretionary authority.

With Donor Restrictions

Net assets with donor restrictions include both temporarily restricted and permanently restricted net assets.

Temporarily restricted net assets include gifts that were received and are restricted for a specific use or have a time
restriction. When the restrictions are met, the temporarily restricted net assets are released from restrictions to net assets
without donor restrictions and reported on the statements of activities.

Permanently restricted net assets include endowment funds which PCHAS must hold in perpetuity and can only spend the
income. Trusts held by a third party in perpetuity for the benefit of PCHAS are also included in this net asset category.
Gains on these investments are available for use as specified by the donor. Permanently restricted net assets are

categorized by income restriction.

Net assets with donor restrictions consisted of the following as of December 31, 2024.

Temporarily Permanently Net Assets With
Restricted Restricted Donor
Net Assets Net Assets Restrictions
Permanent improvements $ 210,937 $ - $ 210,937
Advanced education 2,998,248 3,845,401 6,843,649
General education 108,677 3,411,311 3,519,988
Christian education 86,412 259,462 345,874
Special services 299,448 117,292 416,740
Time restricted 4,221,245 - 4,221,245
Other 1,070,734 23,680 1,094,414
Undesignated - 75,678,899 75,678,899
$ 8,995,701 $ 83,336,045 $ 92,331,746
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8. NET ASSET CLASSIFICATIONS (Continued)

With Donor Restrictions (Continued)

Net assets with donor restrictions consisted of the following as of December 31, 2023.

Temporarily Permanently Net Assets With

Restricted Restricted Donor

Net Assets Net Assets Restrictions
Permanent improvements $ 353,541 $ - $ 353,541
Advanced education 4,449,507 3,727,425 8,176,932
General education 754,419 3,120,954 3,875,373
Christian education 86,078 242,367 328,445
Special services 32,385 57,292 89,677
Time restricted 1,976,017 - 1,976,017
Other 773,960 21,469 795,429
Undesignated - 72,021,978 72,021,978

$ 8,425,907 $ 79,191,485 $ 87,617,392

Net assets were released from donor restrictions in 2024 and 2023, by incurring expenses satisfying the following restricted
purposes or by expiration of time restrictions:

Released from
Donor Restrictions

2024 2023
Permanent improvements $ 20,621 $ 24,411
Advanced education 218,387 186,718
General education 107,061 55,317
Christian education 4,140 4,899
Special services 4,617 3,908
Time restricted 579,366 345,077
Other 123,392 247,884

$ 1,057,584 $ 868,214
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9. FEES FOR SERVICE & GOVERNMENT GRANTS

Program service fees consist of the following for the year ended:

December 31,

2024 2023
State of Texas $  2,949461 $ 3,280,365
State of Missouri 625,285 391,890
Missouri Alliance for Children & Families, LLC 6,298,718 3,959,925
KVC Health Systems 1,042,214 1,083,765
St. Louis County Children's Fund 1,307,675 1,052,711
Other fees 392,988 471,340
Total fees for service $ 12,616,341 $ 10,239,996
Government grants - Federal 200,000 200,000
Government grants - State of Texas 607,263 350,207
Total government grants $ 807,263 $ 550,207

&+

13,423,604 $ 10,790,203

10. EMPLOYEE DEFINED CONTRIBUTION PLAN

PCHAS has established a 403(b) defined contribution plan for its employees in order to provide funds for their retirement
or for their beneficiaries in the event of their death.

All employees of PCHAS are eligible to receive employer contributions upon completion of one year of service or 1,000
hours of service in a twelve month period. Upon meeting eligibility requirements to receive employer contributions,
PCHAS will contribute an amount equal to 3% of each employee’s wages as a non-matching contribution. PCHAS will
make additional matching contributions based upon 200% of an employee’s participation in the plan through a voluntary
salary reduction up to a total match of 6%. PCHAS contributed $994,410 and $928,032 to the plan on behalf of
employees during the year ended December 31, 2024 and 2023, respectively. No significant changes were made to the
plan in 2024 and 2023.

11. RELATED PARTY TRANSACTIONS

PCHAS is a limited member of the Missouri Alliance for Children and Families, L.L.C. (the Alliance) in which it has a
20% equity interest. The Alliance contracts with most of its members to provide a variety of services, as well as with non-
member agencies and organizations across the state. The Alliance currently provides services to the Missouri Children’s
Division under two contracts. Both contracts are reviewed with the state and revised and renewed periodically. Under the
initial contract, the Alliance provides case management services to children in the care and custody of the state. PCHAS
contracts with the Alliance to provide certain services to these clients, including both residential and community-based
care.
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11. RELATED PARTY TRANSACTIONS (Continued)

Under the second contract, the Alliance is the provider of record with the state, but acts primarily to provide administrative
services to PCHAS and four other member agencies. These five agencies provide foster care case management services to
clients, essentially as subcontractors with the Alliance. The contract provides annually for bonuses and/or penalties.
PCHAS also provides other services for its clients and those of other private case management contractors across the state,
as determined by the organization assigned to the case. These services include both residential and community-based
services.

PCHAS leases office space to the Alliance on a monthly basis. Rental income received from the Alliance is included in
other revenues in the amount of $23,206 for the year ended December 31, 2024 and $50,251 for the year ended December
31,2023.

Distributions of capital from the Alliance are also included in other revenues. PCHAS received $266,171 in distributions
of capital for the year ended December 31, 2024 and $415,000 in distributions of capital for the year ended December 31,
2023.

Other payments received from the Alliance for residential services, case management services, and permanency bonuses
are included within fees for service as shown in Note 10.

12. LEASES

The Organization held several office space and vehicle leases, both of which were classified as operating leases under the
optional practical expedients. The Organization held no finance leases during this time. The Organization did not hold
any leases with variable lease payments, options to extend or terminate the lease, or leases with residual value guarantees,
restrictions or covenants, nor did the Organization hold any subleases. Short-term, defined as leases with initial terms of 12
months or less, are not reflected on the balance sheet and expenses are shown as short-term lease costs in the table below.

Total lease cost for each component is as follows for the year ended December 31:

2024 2023
Operating lease cost - office space $ 392,923 $ 256,212
Operating lease cost - vehicles 89,616 75,867
Short-term lease cost 28,202 103,648

$ 510,741 $ 435,727

Cash paid for amounts included in the measurement of lease liabilities, by component, is as follows:

2024 2023
Operating leases - office space $ 376,459 $ 246,113
Operating leases - vehicles 76,335 66,163

$ 452,794 $ 312,276
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12. LEASES (Continued)

The weighted average of remaining lease term in years, by component, for the year-ended December 31, is as follows:

2024 2023
Operating leases - office space 5.46 6.57
Operating leases - vehicles 3.21 2.52
8.67 9.09

The weighted average of the discount rate, by component, for the year-ended December 31, is as follows:

2024 2023
Operating leases - office space 4.81% 4.87%
Operating leases - vehicles 28.02% 22.22%
32.83% 27.09%

The minimum lease payments for operating leases under ASC 842 and related reconciliation to lease obligations as of
December 31, 2024 are as follows:

Operating Operating Total
Leases for Leases for Operating
Office Space Vehicles Leases

2025 $ 401,445 $ 75,618 $ 477,063
2026 292,625 63,174 355,799
2027 209,375 60,701 270,076
2028 204,375 25,258 229,633
2029 181,889 238 182,127
Thereafter 248,511 - 248,511
Total future lease payments $ 1,538,220 $ 224,989 $ 1,763,209
Less effects of discounting 70,676 48,909 119,585
Total lease liability 1,467,544 176,080 1,643,624
Less current portion of lease liability 383,857 60,397 444,254
Long-term portion of lease liability $ 1,083,687 $ 115,683 $ 1,199,370

13. SUBSEQUENT EVENTS

Management of PCHAS has evaluated subsequent events through June 25, 2025, the issuance date of this
report. Consequently, there are no particular events that have any material effect related to the financial position
of the Organization for the year ending December 31, 2024 and do not require additional disclosure.

Page 34



