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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
and Management of
Agape House of Prescott, Inc.:

Opinion

We have audited the accompanying financial statements of Agape House of Prescott, Inc. (an
Arizona nonprofit organization), which comprise the statement of financial position as of
December 31, 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 our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Agape House of Prescott, Inc. as of December 31, 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

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required
to be independent of Agape House of Prescott, 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 audit
opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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 Agape House
of Prescott, Inc.’s ability to continue as a going concern within one year after the date that the
financial statements are available to be issued.
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Auditors’ 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 auditors’ report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with 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 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 Agape House of Prescott, 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 Agape House of Prescott, 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.

JDS Professional Group

Certifited Public Accountonty, Consudtonty and Advisors, LLC

July 1, 2026
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ASSETS
Cash and cash equivalents 738,585
Grants receivable 43,250
Prepaid expenses 24,536
Investments 31,891
Investments held at Arizona Community Foundation 40,000
Cash restricted for capital campaign 223,321
Property and equipment, net 2,005,552
TOTAL ASSETS 3,107,135
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable 55,794
Accrued expenses 20,803
Total Liabilities 76,597
Net Assets:
Without donor restrictions
Undesignated 2,725,224
Board designated - quasi endowment 52,396
Total Without Donor Restrictions 2,777,620
With donor restrictions 252,918
Total Net Assets 3,030,538
TOTAL LIABILITIES AND NET ASSETS 3,107,135

The accompanying notes are an integral part of the financial statements.
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Without Donor With Donor
Restrictions Restrictions Total
Support And Revenue:
Contributions and grants $ 1,735271 $ 252,918 $ 1,988,189
Contributions of nonfinancial assets 177,379 - 177,379
Investment income, net 881 - 881
Other revenue 4211 - 4,211
Net assets released from restrictions-
Satisfaction of time and purpose
restrictions 146,553 (146,553) -
Total Support and Revenue 2,064,295 106,365 2,170,660
Expenses:
Program services 649,843 - 649,843
Supporting services -
Management and general 133,804 - 133,804
Fundraising 89,281 - 89,281
Total Supporting Services 223,085 - 223,085
Total Expenses 872,928 - 872,928
CHANGES IN NET ASSETS 1,191,367 106,365 1,297,732
Net Assets, Beginning Of Year 1,586,253 146,553 1,732,806
NET ASSETS, END OF YEAR $ 2,777,620 $ 252918 § 3,030,538

The accompanying notes are an integral part of the financial statements.
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Program General and
Services Administrative ~ Fundraising Total

Salaries and wages 197,745 $ 76,737 $ 20660 $ 295,142
Payroll taxes 15,937 6,185 1,665 23,787

Payroll and related 213,682 82,922 22,325 318,929
Advertising 4,447 - 1,112 5,559
Bank fees - 11,735 - 11,735
Community relations - - 36,218 36,218
Depreciation 54,795 - - 54,795
Dues and memberships 3,626 453 453 4,532
Family assistance 168,003 - - 168,003
Insurance 24,567 5,236 202 30,005
Interest expense 5,596 - - 5,596
Licenses and fees 143 18 18 179
Payroll processing fees - 1,456 - 1,456
Postage 3,995 - 999 4,994
Printing 12,623 1,803 3,606 18,032
Professional services 80,272 14,409 19,429 114,110
Rent 8,880 1,110 1,110 11,100
Repairs and maintenance 23,992 - - 23,992
Staff/volunteer appreciation 8,734 485 485 9,704
Supplies 17,559 8,780 2,927 29,266
Travel 15,756 5,000 - 20,756
Utilities 3,173 397 397 3,967
Totals 649,843 $ 133,804 § 89,281 $ 872,928

The accompanying notes are an integral part of the financial statements.
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Cash flows from operating activities:
Changes in net assets $ 1,297,732
Adjustments to reconcile changes in net assets
to net cash provided by operating activities

Depreciation 54,795
Unrealized gain on investments (881)
Changes in operating assets and liabilities -
(Increase) in grants receivable (29,375)
(Increase) in prepaid expenses 477)
(Decrease) in accounts payable (6,561)
Increase in accrued expenses 3,058
Net cash provided by operating activities 1,318,291

Cash flows from investing activities:

Purchases of investments (60,000)
Purchases of property and equipment (653,021)
Net cash (used in) investing activities (713,021)

Cash flows from financing activities:
Principal payments on note payable (384,524)
Net cash (used in) financing activities (384,524)

NET INCREASE IN CASH, CASH EQUIVALENTS, AND
RESTRICTED CASH 220,746

Cash, Cash Equivalents, and Restricted Cash, Beginning Of Year 741,160

CASH, CASH EQUIVALENTS, AND RESTRICTED CASH,
END OF YEAR $ 961,906

Reconciliation of cash, cash equivalents, and restricted cash reported within
the statement of financial position that sum to the total of the same such
amounts in the statement of cash flows:

Cash and cash equivalents 738,585
Cash restricted for capital campaign 223,321
$ 961,906

The accompanying notes are an integral part of the financial statements.
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NOTE 1 — Nature Of The Organization

The Agape House of Prescott, Inc. (the “Organization”) is a 501(c)(3) nonprofit corporation
formed in the State of Arizona in 2013. The Organization’s primary mission is to provide long-
term transitional housing for families who are without a residence. The Organization is located in
Prescott, Arizona.

The Organization funds its mission through public and private donations and other fundraising
events.

NOTE 2 — Summary of Significant Accounting Policies

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of accounting
in accordance with the accounting principles generally accepted in the United States of America.

Basis of Presentation

The Organization reports information regarding its financial position and activities according to
two classes of net assets that are based upon the existence or absence of restrictions on use that are
placed by its donors: net assets without donor restrictions and with donor restrictions 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-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.

Use of Estimates

The preparation of the financial statements in conformity with generally accepted accounting
principles requires management 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 reported period. Actual results could differ from those estimates,
and those differences could be material.
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Cash and Cash Equivalents

The Organization considers all highly liquid investments, except for those held for long-term
investment, with maturities of three months or less when purchased to be cash equivalents. Cash
equivalents include $250,000 of short-term CDs as of December 31, 2025.

Cash Restricted To Capital Campaign

Cash restricted to capital campaign has been restricted by donors and is not available for operating
purposes.

Statement of Cash Flows — Supplemental Disclosures

Cash paid for interest was $5,596 for the year ended December 31, 2025.

Investments and Fair Value Measurements

The Organization uses fair value measurements, which among other things requires enhanced
disclosures about investments that are measured and reported at fair value and 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 are described below:

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

Level 2 Inputs to the valuation methodology include:

¢ Quoted prices for similar assets or liabilities in active markets;

¢ Quoted prices for identical or similar assets or liabilities in inactive
markets;

e Inputs other than quoted prices that are observable for the asset or liability;

e 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.
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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.

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

Investments held at Arizona Community Foundation: Valued as reported by the Arizona
Community Foundation who holds the funds.

Mutual funds and Exchange Traded Funds: Valued at the closing price reported on the
active market on which the individual securities are traded.

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 the Organization 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.

In general, investments are exposed to various risks, such as interest rate, credit and overall market
volatility risk. Due to the level of risk associated with certain investments, it is reasonably possible
that changes in the values of the investments will occur in the near term and that such changes
could materially affect the investment balances and the amounts reported in the statement of
financial position.

The carrying amount reported in the statement of financial position for cash and cash equivalents,
accounts payable and accrued expenses approximate fair value because of the immediate or short-
term maturities of these financial instruments.

Unrealized gains and losses are included in the change in net assets. Investment income and gains
restricted by donors are reported as increases in net assets without donor restrictions if the
restrictions are met (either a stipulated time period ends or a purpose restriction is accomplished)
in the reporting period in which the income and gains are recognized.

Property and Equipment

Purchased property and equipment are recognized at cost in the period purchased, or fair value if
donated. Property and equipment are depreciated using the straight-line method of depreciation
over their estimated useful lives of five to thirty years. A capitalization limit of $2,500 has been
established by the Board of Directors.

Measure of Operations

The statement of activities reports all changes in net assets, including changes in net assets from
operating and non-operating activities. Operating activities consist of those items attributable to
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the Organization’s ongoing program services. Nonoperating activities are limited to activities
considered to be of a more unusual or non-recurring nature.

Revenue and Revenue Recognition

The Organization recognizes contributions when cash, securities, or other assets; an unconditional
promise to give; or a notification of beneficial interest is received. Unconditional promises to give
are recorded at net realizable value if expected to be collected in one year and at net present value
if expected to be collected in more than one year. The grants receivable are expected to be received
within one year and management expects to collect the amount reflected as of December 31, 2025.

Conditional promises to give with a measurable performance or other barrier and a right of
return/right of release are not recognized until the conditions on which they depend have been met.

There were no conditional promises to give as of December 31, 2025.

Support that is restricted by the donor is reported as an increase in net assets without donor
restrictions, if the restriction expires in the reporting period on which the support is recognized.
All other donor-restricted support is reported as an increase in net assets with donor restrictions.
When a restriction expires (that is, when a stipulated time restriction ends or 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.

Certain donated services, goods, and facilities that meet the criteria for recognition are reflected in
the financial statements at their estimated fair market value at the time of the donation. Donated
services are recognized as contributions if the services (a) create or enhance nonfinancial assets or
(b) require specialized skills, are performed by people with those skills, and would otherwise be
purchased by the Organization.

Leases

The Organization determines if an arrangement is or contains a lease at inception. The
Organization does not report right-of-use (ROU) assets and lease liabilities for its short-term leases
(leases with a term of 12 months or less). Instead, the lease payments of those leases are reported

as lease expense on a straight-line basis over the lease term.

Methods Use For Allocation of Expenses From Management And General Activities

The financial statements report certain categories of expenses that are attributable to one or more
programs or supporting function. Therefore, these expenses require allocation on a reasonable
basis that is consistently applied. Expenses that are directly identifiable, such as salaries and wages
and related payroll taxes, supplies are charged directly to programs on the basis of time and effort.
Administration expenses include both directly identifiable and allocated expenses not easily
identifiable with specific program operations but related to the overall support and management
of the Organization. The expenses that are allocated include dues and memberships, insurance,
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licenses and fees, postage, printing, professional services, rent, staff/volunteer appreciation, and
utilities, allocated based on hourly usage of the office.

Subsequent Events

The Organization has performed an evaluation of subsequent events through the report date, which
is the date the financial statements were available to be issued, and has considered any relevant
matters in the preparation of the financial statements and footnotes.

NOTE 3 — Income Taxes

The Organization has been organized exclusively for charitable and educational purposes as
defined under section 501(c)(3) of the Internal Revenue Code. Accordingly, the Organization is
exempt from federal and state income taxes. However, income from certain activities not directly
related to the Organization’s tax-exempt purpose is subject to taxation as unrelated business
income. During 2025, the Organization did not have any unrelated business income.

Management believes that the Organization has appropriate support for any tax positions taken
affecting its annual filing requirements, and as such, does not have any uncertain tax positions that
are material to the financial statements. The Organization would recognize future accrued interest
and penalties related to unrecognized tax benefits and liabilities in income tax expense if such
interest and penalties are incurred.

The Organization is no longer subject to U.S. federal income tax audits on its Form 990 by taxing
authorities for years ending prior to December 31, 2022. The years subsequent to these years
contain matters that could be subject to differing interpretations of applicable tax laws and
regulations as it relates to the amount and/or timing of income, deductions and tax credits.
Although the outcome of tax audits is uncertain, the Organization believes no issues would arise.

NOTE 4 — Concentrations of Credit Risk

Financial instruments that potentially subject the Organization to concentrations of credit risk
consist principally of cash and cash equivalents. The Organization places its cash and cash
equivalents with financial institutions and limits the amount of credit exposure for any one
financial institution.

Occasionally during the year, the balances in a financial institution may exceed the FDIC $250,000
deposit insurance amount; that excess is uninsured. Management has placed these funds in high
quality institutions in order to minimize the risk. As of December 31, 2025, the Organization's
uninsured cash balance was $239,784.
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NOTE 5 — Investments

The following table presents the Organization’s fair value hierarchy and major categories for those
assets measured at fair value on a recurring basis as of December 31, 2025:

Level 1 Level 2 Level 3 Total
Mutual funds
Moderate Allocation Fund $ 12,396 $ - $ - $ 12,396
Exchange Traded Fund 9,682 - - 9,682
Investments held at
Arizona Community Foundation - - 40,000 40,000
Investments at fair value $ 22,078 $ - $ 40,000 62,078
Money Market 9.813
$ 71,891

The table below sets forth a summary of changes in the fair value of the Organization’s Level 3
investment assets for the year ended December 31, 2025:

Balance, December 31, 2024 $ -
Purchases 40,000
Realized/unrealized gains, net 8
Reinvested dividends (8)

Balance, December 31, 2025 $ 40,000

The Organization has invested funds with the Arizona Community Foundation (“ACF”), a
501(c)(3) organization in the amount of $40,000 as of December 31, 2025. ACF pools funds
received from area nonprofits and acts as a fund manager for the funds.
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NOTE 6 — Property and Equipment

Property and equipment consist of the following at December 31, 2025:

Land $ 172,373
Buildings 1,406,293
Building improvements 282,512
Leasehold improvements 339,230
Furniture and fixtures 12,950
Total 2,213,358
Less accumulated depreciation and amortization (207,806)
Total property and equipment $ 2,005,552

Depreciation expense for the year ended December 31, 2025 was $54,795.

NOTE 7 — Affordable Housing Program Grant

In December 2024, the Organization signed an agreement with the Federal Home Loan Bank (the
“FHLB”) for grant funds to be used in an affordable housing program. The amount of the grant
was $600,000. The Organization is required to maintain four houses for low-income persons and
meet other compliance requirements from the FHLB. These homes are to maintained for a period
of 15 years.

If the Organization falls out of compliance, it is subject to a recapture agreement whereby they

may have to repay a portion of the grant. The grant was used for the purchase and construction of
manufactured homes and related land improvements.

NOTE 8 — Net Assets With Donor Restrictions

Net assets with donor restrictions consisted of the following as of December 31, 2025:

Purpose restrictions:
Capital Campaign/Building Fund $ 223,321
Other 14,597

Time restrictions:
Grant receivable 15,000

Total $252,918
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NOTE 9 — Contributions of Nonfinancial Assets

The Organization received gifts-in-kind and donated services for the year ended December 31,
2025, as follows:

Household items $ 53,619
Professional services 71,394
Vehicle 16,886
Rent 24,872
Other 10,608

$ 177,379

All donated rent, goods and services were utilized by the Organization’s programs and supporting
services.

During the year ended December 31, 2025, all gifts-in-kind were utilized to carry out the mission
of the Organization. The gifts-in-kind were valued and reported at the estimated fair value in the
financial statements based on the current rates for similar rent, goods, or services.

All gifts-in-kind received by the Organization for the year ended December 31, 2025, were

considered without donor restrictions and able to be used by the Organization as determined by
the board of directors and management.

NOTE 10 — Donated Rent

On October 1, 2023, the Organization received in-kind donated rent under a sublease agreement
for a term of thirty-four (34) years expiring on October 1, 2057, with a rent of $1 per year. The
lease is cancellable by either party by giving at least 365 days advance written notice and requires
annual review by both parties for continuation. Because the continuation of the lease, and therefore
the continued receipt of donated rent, is contingent upon annual review and can be cancelled by
either party, the promise to give will not be recorded. The estimated fair value of donated rent is
based on recent comparable prices in the Prescott, Arizona market which totaled $15,156 and is
included in nonfinancial contribution in the statement of activities and rent expense in the
statement of functional expenses during the year ended December 31, 2025.

NOTE 11 — Lease

The Organization leases its office space under a short-term lease agreement. Rent expense for the
year ended December 31, 2025, was $11,100.
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NOTE 12 — Liquidity and Availability of Financial Assets

Financial assets available within one year of the statement of financial position date for general
expenditures are as follows:

Financial assets at year-end:

Cash $ 738,585
Grants receivable 43,250
Investments 71,891
Less those unavailable for general expenditures within one year, due to
Board designated quasi endowment (152.396)
Financial assets available to meet cash needs for general expenditures
within one year $ 801,330

The Organization’s financial assets have been reduced by amounts not available for general use
because of donor-imposed restrictions within one year of the statement of financial position date
and amounts designated by the board for a building fund and quasi-endowment fund. As part of
the Organization’s liquidity management, it structures its financial assets to be available as its
general expenditures, liabilities, and other obligations come due.

NOTE 13 — Commitments and Contingencies

Contributions and grant awards are subject to agency review or audit. Such audits could result in
claims against the Organization for disallowed costs or noncompliance with donor or grantor
restrictions. No provision has been made for any liabilities that may arise from such audits since
the amounts, if any, cannot be determined at the date of these financial statements.



