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Independent Auditor’s Report

Board of Directors
Early Connections, Inc. 

Report on the Audit of the Financial Statements

Opinion

We have audited the accompanying financial statements of the Early Connections, Inc. 
(Organization), which comprise the statements of financial position as of June 30, 2025 and 2024, 
and the related statements of activities, functional expenses, and cash flows for the years then 
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Organization as of June 30, 2025, and 2024, and the changes in its net 
assets and its cash flows for the years then ended in accordance with accounting principles 
generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Our responsibilities under those 
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Statements section of our report. We are required to be independent of the Organization 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 the 
Organization'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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Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with generally accepted auditing standards and Government 
Auditing Standards, we:

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

 Identify and assess the risks of material misstatement of the 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 the Organization'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 our judgment, there are conditions or events, considered in the 
aggregate, that raise substantial doubt about the Organization's ability to continue as a 
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other 
matters, the planned scope and timing of the audit, significant audit findings, and certain internal 
control related matters that we identified during the audit.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated 
September 25, 2025, on our consideration of the Organization’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, 
and grant agreements and other matters. The purpose of that report is solely to describe the scope 
of our testing of internal control over financial reporting and compliance and the results of that 
testing, and not to provide an opinion on the effectiveness of the Organization’s internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the Organization’s internal control 
over financial reporting and compliance.

Pittsburgh, Pennsylvania
September 25, 2025

afavinger
MD



2025 2024

Cash and cash equivalents 295,882$          493,144$          

Restricted cash - Erie's Future Fund 790,917             493,089             

Certificates of deposit 155,512             150,000             

Receivables:

Contribution receivables 224,767             173,165             

Receivables 106,394             94,720               

Other receivables 6,708                 20,928               

Prepaid expenses 10,942               29,937               

Property and equipment, net 928,839             938,844             

Beneficial interest in Erie Community Foundation investments 94,559               86,324               

Right-of-use asset - operating leases 11,680               28,552               

Other assets 55,733               66,113               

Total Assets 2,681,933$       2,574,816$       

Liabilities:

Accounts payable 261,528$          110,052$          

Accrued wages, taxes, and benefits 164,227             177,421             

Credit card liabilities 6,614                 11,890               

Lease liabilty - operating 11,680               28,552               

Long-term debt 390,787             381,055             

Total Liabilities 834,836             708,970             

Net Assets:

Without donor restrictions 1,296,114         1,324,559         

With donor restriction 550,983             541,287             

Total Net Assets 1,847,097         1,865,846         

Total Liabilities and Net Assets 2,681,933$       2,574,816$       

Liabilities and Net Assets

Assets

JUNE 30, 2025 AND 2024

STATEMENTS OF FINANCIAL POSITION 

EARLY CONNECTIONS, INC.

See accompanying notes to financial statements.
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Without Donor With Donor

Restrictions Restrictions Total

Contributions, Revenues, Other Gains (Losses):

Contributions:

Contributions 173,738$        49,929$          223,667$        

Erie's Future Fund contributions -                       279,212          279,212          

Governmental contributions 1,582,000       -                       1,582,000       

Apprenticeship program 283,524          -                       283,524          

Revenues:

Office of Children and Youth program fees 280,718          -                       280,718          

Program service fees 466,324          -                       466,324          

Government food program 114,362          -                       114,362          

Investment income (loss) 38,759             -                       38,759             

Miscellaneous revenue 2,788               -                       2,788               

Net assets released from restrictions 319,445          (319,445)         -                       

Total contributions, revenue, and other 
gains (losses) 3,261,658       9,696               3,271,354       

Expenses:

Program services 2,888,795       -                       2,888,795       

Fundraising 56                    -                       56                    

Management and general 401,252          -                       401,252          

Total expenses 3,290,103       -                       3,290,103       

Change in Net Assets (28,445)           9,696               (18,749)           

Net Assets:

Beginning of year 1,324,559       541,287          1,865,846       

End of year 1,296,114$     550,983$        1,847,097$     

YEAR ENDED JUNE 30, 2025

STATEMENT OF ACTIVITIES

EARLY CONNECTIONS, INC.

See accompanying notes to financial statements.

2



Without Donor With Donor

Restrictions Restrictions Total

Contributions, Revenues, Other Gains (Losses):

Contributions:

Contributions 68,369$          46,753$          115,122$        

Erie's Future Fund contributions -                       280,612          280,612          

Governmental contributions 1,528,000       -                       1,528,000       

Apprenticeship program 233,205          -                       233,205          

Revenues:

Office of Children and Youth program fees 215,080          -                       215,080          

Program service fees 609,180          -                       609,180          

Government food program 136,031          -                       136,031          

Investment income (loss) 17,585             -                       17,585             

Miscellaneous revenue 4,052               -                       4,052               

Net assets released from restrictions 308,068          (308,068)         -                       

Total contributions, revenue, and other 
gains (losses) 3,119,570       19,297             3,138,867       

Expenses:

Program services 2,874,941       -                       2,874,941       

Fundraising 56                    -                       56                    

Management and general 448,378          -                       448,378          

Total expenses 3,323,375       -                       3,323,375       

Change in Net Assets (203,805)         19,297             (184,508)         

Net Assets:

Beginning of year 1,528,364       521,990          2,050,354       

End of year 1,324,559$     541,287$        1,865,846$     

EARLY CONNECTIONS, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2024

See accompanying notes to financial statements.
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Erie's Office of Management

Child Care Future Children Other Total and

Centers Apprenticeship Fund and Youth Programs Programs Fundraising General Total

Salaries and wages 1,149,732$    148,279$          22,559$        105,905$      -$                   1,426,475$    -$                   270,142$      1,696,617$   

Employee benefits and other costs 188,101          22,270              3,388            15,905          -                     229,664         -                     41,753          271,417         

Payroll taxes 90,819            11,717              1,783            8,369            -                     112,688         -                     21,970          134,658         

Food 172,021          -                         -                     39                  -                     172,060         -                     -                     172,060         

Professional and contracted services 260,840          2,068                307                1,438            -                     264,653         -                     12,105          276,758         

Program expenses 46,716            50,584              1,080            1,233            -                     99,613           -                     5,971            105,584         

Telephone and internet 11,007            1,960                168                4,271            -                     17,406           -                     2,064            19,470           

Scholarships (2,916)             -                         214,118        -                     -                     211,202         -                     -                     211,202         

Office 11,964            480                    340                124                -                     12,908           56                  14,238          27,202           

Lease and occupancy 114,952          10,452              1,660            5,166            -                     132,230         -                     14,320          146,550         

Utilities 29,233            3,120                -                     -                     -                     32,353           -                     3,621            35,974           

Insurance 22,088            1,769                269                3,223            -                     27,349           -                     6,068            33,417           

Travel and vehicle 11,665            2,483                -                     805                -                     14,953           -                     1,290            16,243           

Conferences, meetings, and training 8,686              155                    -                     -                     -                     8,841              -                     -                     8,841             

Dues and subscriptions 5,422              169                    -                     -                     -                     5,591              -                     3,495            9,086             

Public relations, advertising, and research 6,308              379                    -                     -                     -                     6,687              -                     30                  6,717             

Interest and finance charges 28,808            -                         -                     -                     -                     28,808           -                     2,536            31,344           

Bad debt 5,825              -                         -                     -                     -                     5,825              -                     -                     5,825             

Depreciation 79,489            -                         -                     -                     -                     79,489           -                     1,649            81,138           

Total expenses 2,240,760$    255,885$          245,672$      146,478$      -$                   2,888,795$    56$                401,252$      3,290,103$   

YEAR ENDED JUNE 30, 2025

STATEMENT OF FUNCTIONAL EXPENSES

EARLY CONNECTIONS, INC.

Programs

See accompanying notes to financial statements.
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Erie's Office of Management

Child Care Future Children Other Total and

Centers Apprenticeship Fund and Youth Programs Programs Fundraising General Total

Salaries and wages 1,254,584$    144,677$          26,730$        82,982$        -$                   1,508,973$    -$                   276,415$      1,785,388$   

Employee benefits and other costs 182,350          20,859              3,854            11,964          -                     219,027         -                     37,891          256,918         

Payroll taxes 99,719            11,499              2,125            6,596            -                     119,939         -                     21,755          141,694         

Food 180,573          -                         -                     -                     -                     180,573         -                     -                     180,573         

Professional and contracted services 161,719          1,093                202                627                -                     163,641         -                     51,001          214,642         

Program expenses 77,702            8,160                -                     295                -                     86,157           -                     2,876            89,033           

Telephone and internet 15,013            1,562                137                1,465            -                     18,177           -                     5,895            24,072           

Scholarships (3,513)             -                         201,123        -                     -                     197,610         -                     250                197,860         

Office 21,879            1,143                220                128                -                     23,370           56                  12,218          35,644           

Lease and occupancy 149,061          9,695                2,149            5,124            -                     166,029         -                     18,688          184,717         

Utilities 33,363            3,085                -                     -                     -                     36,448           -                     2,870            39,318           

Insurance 15,533            970                    179                556                -                     17,238           -                     4,395            21,633           

Travel and vehicle 13,914            1,504                -                     739                -                     16,157           -                     1,152            17,309           

Conferences, meetings, and training 2,826              -                         -                     115                -                     2,941              -                     4,734            7,675             

Dues and subscriptions 5,069              328                    91                  -                     -                     5,488              -                     6,681            12,169           

Public relations, advertising, and research 9,764              -                         -                     -                     -                     9,764              -                     359                10,123           

Interest and finance charges 19,459            -                         -                     -                     -                     19,459           -                     97                  19,556           

Bad debt 3,519              -                         -                     -                     -                     3,519              -                     41                  3,560             

Depreciation 80,304            -                         -                     -                     127                80,431           -                     1,060            81,491           

Total expenses 2,322,838$    204,575$          236,810$      110,591$      127$             2,874,941$    56$                448,378$      3,323,375$   

EARLY CONNECTIONS, INC.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED JUNE 30, 2024

Programs

See accompanying notes to financial statements.
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2025 2024
Cash Flows From Operating Activities:

Change in net assets (18,749)$              (184,508)$           
Adjustments to reconcile change in net assets to 

net cash provided by (used in) operating activities:
Depreciation 81,138                 81,491                 
Right-of-use asset - operating leases 16,872                 5,456                    
(Gains)/loss on investments (8,584)                  (7,694)                  
Change in:

Accounts receivable (11,674)                134,526               
Prepaid expenses 18,995                 (551)                      
Other assets 10,380                 (3,800)                  
Accounts payable 151,476               (6,772)                  
Accrued wages, taxes, and benefits (13,194)                (4,148)                  
Credit card liabilities (5,276)                  109                       
Lease liabilty - operating (16,872)                (5,456)                  

Net cash provided by (used in) operating activities 204,512               8,653                    

Cash Flows From Investing Activities:
Purchase of property and equipment (71,133)                (2,788)                  
Sale of Investments 349                       (92)                        
Purchase of certificates of deposit (150,000)              (150,000)              
Redemption of certificates of deposit 151,770               -                            
Reinvestment of earings in certificate of deposit (5,512)                  -                            

Net cash provided by (used in) investing activities (74,526)                (152,880)              

Cash Flows From Financing Activities:
Payments on long-term debt (29,420)                (29,311)                

Net cash provided by (used in) financing activities (29,420)                (29,311)                

Net Increase (Decrease) in Cash and Cash Equivalents 100,566               (173,538)              

Cash and Cash Equivalents:
Beginning of year 986,233               1,159,771            

End of year 1,086,799$         986,233$             

Consists of:
Cash and cash equivalents 295,882$             493,144$             
Restricted cash - Erie's Future Fund 790,917               493,089               

1,086,799$         986,233$             

Supplemental Disclosure of Non-Cash Investing and Financing Activities
Property/equipment acquired through debt financing (39,152)$              -$                          

Supplemental Disclosure of Cash Flow Information:
Cash paid during the year for interest 30,569$               19,459$               

Inclusion of operating lease right of use asset and liability -$                          29,362$               

YEARS ENDED JUNE 30, 2025 AND 2024

STATEMENTS OF CASH FLOWS

EARLY CONNECTIONS, INC.

See accompanying notes to financial statements.
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1. Organization and Summary of Accounting Policies

Organization

In February 2004, Early Connections, Inc. (Organization), formerly known as the Young 
Women's Christian Association of Erie, disaffiliated from the Young Women's Christian 
Association of the USA.  The Organization is an independent organization whose mission is 
to provide a cohesive source of support and stability to children and their families.  Program 
services provided are identified in the statement of functional expenses.  They include 
providing early childhood education and childcare, as well as improving the system and 
quality of early care and education.  The Organization's revenues are primarily derived from 
charges for childcare services and contributions from governments and community 
agencies.  The programs are offered in Erie County and elsewhere in northwestern 
Pennsylvania.

Basis of Accounting

The Organization’s financial statements utilize the accrual basis of accounting, in 
accordance with accounting principles generally accepted in the United States of America.  
Expenses are recognized in the period incurred.  Revenues are recognized in the period in 
which they are earned.

To ensure observance of limitations and restrictions placed on the uses of the 
Organization’s available resources, resources are classified for accounting and reporting 
purposes into classes of net assets established according to their nature and purpose.

The assets, liabilities, and net assets of the Organization are reported in two self-balancing 
net asset classes as follows:

Without Donor Restrictions - Used to accumulate all net assets that are not subject to 
donor-imposed restrictions or stipulations as to purpose or use.  The Organization held 
board-designated net assets, which are included as part of without donor restrictions, 
related to the Erie County Community Foundation, as further described in Note 3.

With Donor Restrictions - Net assets subject to donor-imposed stipulations or 
restrictions that may be maintained by the Organization. When a donor-imposed 
restriction expires, net assets with donor restrictions are reclassified to net assets 
without restrictions and reported in the statement of activities as net assets released 
from restrictions. The donors of these assets generally permit the Organization to use 
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the income earned on any related investments for general or specific purposes.  Net 
assets with donor restrictions are available for the following purpose at June 30:

2025 2024

Restricted for specific purpose:

Erie's Future Fund - Scholarships 502,342$              490,155$           

Early Explorers Summer Program 32,727                  33,102                

Food Pantry 3,862                    3,062                  

CPSF - Scholarships 2,502                    5,418                  

  Total restricted for specific purpose 541,433                531,737             

Restricted in perpetuity 9,550                    9,550                  

550,983$              541,287$           

Cash, Cash Equivalents, and Restricted Cash

The Organization considers cash and cash equivalents to include all cash on hand and in 
banks, which, at times, may exceed federally insured limits.  The Organization considers all 
highly liquid investments with a maturity of three months or less when purchased to be 
cash equivalents. The Organization had deposits at three different institutions.  Each 
institution maintains FDIC insurance up to $250,000. Amounts in excess of FDIC uninsured 
levels at June 30, 2025 and 2024 totaled $883,983 and $771,972, respectively. Restricted 
cash reported at June 30, 2025 and 2024 represents the Organization's cash restricted to 
fund the Erie's Future Fund programming.

Certificates of Deposit

Three certificates of deposit totaling $155,512 as of June 30, 2025, are reported in the 
accompanying statements of financial position at cost, plus accrued interest. The 
certificates bear interest at 4.03%. All three certificates mature on August 29, 2025.

Contributions, Promises to Give, and Donor Restrictions

Contributions, which include unconditional promises to give funds to the Organization, are 
recognized as with donor restrictions or without donor-restricted support as of the earlier 
of the date on which unconditional promises or the cash or property contributed is 
received, depending on the existence and/or nature of any donor restrictions.  Conditional 
promises to give – that is, those with a measurable performance or other barrier and a right 
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of return – are not recognized until the conditions on which they depend have been met.  
All contributions without donor-imposed restrictions are considered to be available for use 
as of the date of the financial statements.  Donations of property and equipment are 
recorded as support at estimated fair value.  Amounts received that are designated for 
future periods or are subject to donor-imposed restrictions by the donor for specific 
purposes are reported as contributions with donor restrictions, these contributions increase 
net asset classes that are subject to donor restrictions.  Donor-restricted contributions 
whose restrictions are met within the same year as received are reported as contributions 
without donor restrictions.

A portion of the Organization’s contributions are derived from governmental grants, 
including funds received to support the Pre K Counts, Infant Toddler Contracted Slots (ITCS), 
and Apprenticeship programs.  Recognition of governmental grants are conditioned upon 
the incurrence of allowable qualifying expenses. Amounts received prior to meeting the 
established conditions are reported as refundable advances in the statements of financial 
position. At June 30, 2025 and 2024, the Organization had no refundable advances.
Contribution receivables are considered to be fully collectible; accordingly, no allowance for 
doubtful accounts is recorded at June 30, 2025 and 2024.

Property and Equipment

Property and equipment are stated at cost. Donated capital assets are recorded at the fair 
value at the date of the receipt. Expenditures for maintenance, repairs and minor renewals 
are charged to expenses as incurred. The Organization capitalizes property and equipment 
with a cost of over $1,000 and an estimated life of three or more years. Depreciation is 
computed using the straight-line method based on the estimated useful lives of the assets, 
as follows:

Buildings and improvements 10-30 years
Furniture and equipment 5-10 years
Vehicles 5-10 years

Use of Estimates 

The preparation of financial statements in conformity with the accounting principles 
generally accepted in the United States of America 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 reporting period.  Actual results could differ from those estimates.
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Fair Value Measurements

The Organization has adopted a framework for measuring fair value under current 
accounting pronouncements that require fair value measurements and enhanced 
disclosures about fair value measurements.  This framework defines fair value as the 
exchange price that would be received for an asset or paid to transfer a liability (an exit 
price) in the principal or most advantageous market for the asset or liability in an orderly 
transaction.  Disclosures include a fair value hierarchy which requires an entity to maximize 
the use of observable inputs when measuring fair value.
The three levels of inputs that may be used to measure fair value are as follows:

Level 1 - Observable inputs such as quoted prices in active markets for identical 
investments that the Organization has the ability to access.

Level 2 - Inputs include:
a. Quoted prices for similar assets or liabilities in active markets;
b. Quoted prices for identical or similar assets or liabilities in inactive markets;
c. Inputs, other than quoted prices in active markets, that are observable either 

directly or indirectly;
d. Inputs that are derived principally from, or corroborated by, observable market 

data by correlation or other means.

Level 3 - Unobservable inputs in which there is little or no market activity for the asset 
or liability, which require the reporting entity to develop its own estimates and 
assumptions relating to the pricing of the asset or liability including assumptions 
regarding risk.

Income Taxes

The Organization is exempt from federal income tax under Section 501 (c)(3) of the Internal 
Revenue Code and has been determined to be an organization which is not a private 
foundation within the meaning of Section 509(a) of the Code. The Organization annually 
files a Form 990.

Revenue Recognition

Revenue is recognized when promised goods or services are transferred to customers in an 
amount that reflects the consideration to which the Organization expects to be entitled in 
exchange for those goods or services by following a five-step process, (1) identify the 
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contract with the customer, (2) identify the performance obligation in the contract, (3) 
determine the transaction price, (4) allocate the transaction price, and (5) recognize 
revenue when or as the Organization satisfies a performance obligation, as further 
described below.

Program service revenues and Office of Children and Youth program fees primarily consists 
of monthly child care fees charged and reflects the consideration to which the Organization 
expects to be entitled to in exchange for providing services to students.  The Organization 
recognizes revenue from child care services during the month in which the related services 
are provided to students. The performance obligation of delivering child care services is 
simultaneously received and consumed by the children; therefore, the revenue is 
recognized monthly as it is received.  

Government food program revenues reflect the consideration to which the Organization 
expects to be entitled to in exchange for providing meals to students. Food services are 
funded through the Commonwealth of Pennsylvania based upon reimbursement rates for 
each meal served. The Organization recognizes revenue from food services during the 
month in which the related services are provided to students. The performance obligation 
of delivering meals to students is simultaneously received and consumed by the children; 
therefore, the revenue is recognized monthly as it is received.  

Beginning and ending accounts receivable related to program service and food service 
revenues consisted of the following as of June 30:

Functional Expenses

Expenses are summarized and categorized based upon their functional classification as 
either program or supporting services. Specific expenses that are readily identifiable to one 
of the Organization's programs are charged directly to that function. Certain other expenses 
are related to management and general administration and are classified as supporting 
services. Certain categories of expenses are attributable to more than one program or 
supporting function. Therefore, these expenses require allocation on a reasonable basis 

2025 2024 2023

Program and Office of Children and Youth services 76,623$   69,358$   100,363$ 

Food services 29,771      25,362      22,752      

106,394$ 94,720$   123,115$ 
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that is consistently applied. These expenses are allocated on the basis of time and effort 
studies.

Economic Dependence

The Organization relies on support from local, state, and federal governments to maintain 
its programs, including subsidized daycare funded through the Child Care Works Program 
(CCW) included as part of program service fees and Infant Toddler Contracted Slots (ITCS) 
and Pennsylvania Pre-K Counts programs included as part of government grants and 
program service fees on the statement of activities of $1,582,000 and $1,528,000, 
respectively, as of June 30, 2025 and 2024. During the years ended June 30, 2025 and 2024,
these sources comprised approximately 49% of the Organization's total support and 
revenue.

Accounts Receivable and Allowance for Credit Losses

The Organization operates in the early childhood education and childcare industry and its 
accounts receivable are primarily derived from government payors where in the ordinary 
course of business accounts receivable are collected within the year. At each statement of 
financial position date, the Organization recognizes an expected allowance for credit losses, 
which is an estimate of amounts that may not be collectible. The Organization has elected 
the practical expedient permitted under ASU 2025-05. Under this expedient, the 
Organization assumes that current conditions as of the statement of financial position date 
remain unchanged over the remaining life of the applicable financial assets. This expedient 
applies to current trade receivables and contract assets expected to be collected within one 
year. In addition, the Organization elected the accounting policy to consider subsequent 
cash collections when estimating expected credit losses. Specifically, the Organization 
evaluated cash collections for 30 days after year-end. Amounts collected by this date were 
excluded from the allowance for credit losses. In addition, also at each reporting date, this 
estimate is updated to reflect any changes in credit risk since the receivable was initially 
recorded.  This estimate is calculated on a pooled basis where similar risk characteristics 
exist.  

For remaining balances not collected by the cut-off date, the allowance estimate is derived 
from a review of the Organization’s historical losses based on the aging of accounts 
receivable.  This estimate is adjusted for management’s assessment of current conditions, 
reasonable and supportable forecasts regarding future events, and any other factors 
deemed relevant by the Organization. The Organization has determined, as of June 30, 2025



EARLY CONNECTIONS, INC.

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED JUNE 30, 2025 AND 2024

13

and 2024, that no material credit loss is expected and no allowance for credit loss was 
recorded.

Leases

The Organization leases administrative and program building space. The Organization
determines if an arrangement is a lease at inception. Operating leases are included in
operating lease right-of-use (ROU) assets and operating lease liabilities on the statement of 
financial position.

ROU assets represent the Organization’s right to use an underlying asset for the lease term
and lease liabilities represent the Organization’s obligation to make lease payments arising
from the lease. 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 the 
Organization’s leases do not provide an implicit rate, the incremental borrowing rate is 
used which is based on the information available at commencement date in determining 
the present value of lease payments. The operating lease ROU asset also includes any lease
payments made and excludes lease incentives. The Organization’s lease terms may include
options to extend or terminate the lease when it is reasonably certain that they will
exercise that option. Lease expense for lease payments is recognized on a straight-line
basis over the lease term.

The Organization’s 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 they have obtained substantially all of the rights to the underlying asset 
through exclusivity, if they 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.

In determining the discount rate used to measure the right-of-use asset and lease liability,
the Organization uses rates implicit in the lease, or if not readily available, they use their 
incremental borrowing rate. The incremental borrowing rate is based on an estimated 
secured rate comprised of a risk-free rate plus a credit spread as secured by the 
Organization’s assets. Determining a credit spread as secured by the assets may require
significant judgment.
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Adopted Accounting Standards 
 
The provisions of this Standards Update have been adopted and incorporated into these 
financial statements: 
 
ASU 2025-05, “Financial Instruments – Credit Losses (Topic 326): Measurement of Credit 
Losses for Accounts Receivable and Contract Assets.” This ASU provides a practical 
expedient and an optional accounting policy election for estimating expected credit losses 
on current accounts receivable and current contract assets arising from transactions 
accounted for under ASC 606. The adoption was not considered material to the financial 
statements and primarily resulted in new disclosures only. 
 
Subsequent Events 
 
Subsequent events have been evaluated through the Independent Auditor's Report date, 
which is the date the consolidated financial statements were available to be issued. 
 
 

2. Liquidity and Availability 
 
The Organization manages its cash available to meet general expenditures by maintaining 
adequate liquid assets and sufficient reserves to provide reasonable assurance that the 
long-term mission of Organization will continue to be met.  The Organization prepares a 
detailed budget that is monitored by the Organization’s management. In addition, the 
Organization maintains a line of credit, as further described in Note 5 with a financial 
institution which can be used as needed to help maintain liquidity. 
 
The following reflects the Organization’s financial assets as of June 30, expected to be 
available within one year to meet the cash needs for general expenditures: 
 

2025 2024

Cash and cash equivalents 295,882$          493,144$          

Receivables 337,869            288,813            

633,751$          781,957$          

 
Income from the Beneficial Interest in Erie Community Foundation may be used for the 
operations of the Organization, as further described in Note 3.  Although the Organization 
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does not intend to spend from the corpus of this board-designated endowment, these 
funds could be made available to the Organization upon board approval.

3. Beneficial Interest in Erie Community Foundation

The assets held by the Erie Community Foundation (ECF) consist of the two components 
shown in the table below. The board-designated without restrictions component reflects 
assets transferred by Board action and accumulated net investment income reinvested in 
the ECF. The donor-imposed restrictions component represents donations received from 
donors that have placed restrictions that these funds be held in an endowment fund. 
Income from the endowment fund is to be used for the Organization's operations and will 
be released to the Organization in accordance with ECF policies.

The ECF pools the endowment fund with the funds received from various other 
organizations. The pooled funds are then utilized to create an investment portfolio that is 
managed and administered by ECF. ECF is responsible for allocating the Organization their 
respective share of the investment portfolio's investment income. The agreement with ECF 
indicates the property in the fund shall remain an asset of the Organization.  ECF does 
maintain the right to modify the agreement with the Organization if the Organization
becomes a for-profit, goes out of business, alters its mission, or if the Organization 
somehow becomes inconsistent with the charitable needs on the community.

Changes in the estimated endowment balance for the year ended June 30, 2025 were as 
follows:

Board Designated With Donor

Without Restrictions Restrictions Total

Beginning balance - investments 76,774$                     9,550$        86,324$      

   Reinvested interest and dividends 893                             -                   893             

   Management fees (1,242)                        -                   (1,242)         

   Net realized and unrealized gains (losses) 8,584                          -                   8,584          

Ending balance - investments 85,009$                     9,550$        94,559$      
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Changes in the estimated endowment balance for the year ended June 30, 2024 were as 
follows:

Board Designated With Donor

Without Restrictions Restrictions Total

Beginning balance - investments 68,988$                     9,550$        78,538$      

   Reinvested interest and dividends 905                             -                   905              

   Management fees (813)                            -                   (813)            

   Net realized and unrealized gains (losses) 7,694                          -                   7,694          

Ending balance - investments 76,774$                     9,550$        86,324$      

Interpretation of Relevant Law

The current relevant law for the investment and distribution of restricted endowment and 
trust funds in the Commonwealth of Pennsylvania is PA Act 141 (Act 141). Act 141 requires 
an organization to adopt and follow a "total return" investment policy to seek the best total 
return on the principal, whether from capital appreciation, earnings, or both. Since the 
Organization's endowment account is an agency endowment with another organization, the 
Organization does not determine the annual amounts to be appropriated for expenditure. 
The Board of Directors of the ECF is responsible for determining that the amounts released 
for expenditure comply with relevant law and the long-term objectives of the endowment 
fund are being met.

Return Objectives and Risk Parameters

Since the endowment account is an agency endowment fund held with another 
organization, the Organization relies on the ECF to develop the return objectives and risk 
parameters for the investment portfolio, as well as to employ the strategies to achieve the 
objectives. While determined by the other organization, the primary objective of the 
endowment fund is generally long-term growth of principal with generation of income, 
without an undue exposure to risk.
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Spending Policy and How the Investment Objectives Relate to Spending Policy

The Board of Directors of ECF determines the annual amount to be appropriated for 
expenditure to the Organization. ECF is responsible for ensuring the appropriation from the 
fund is distributed in accordance with Act 141.

Fair Value Measurements

The Organization's investments held by ECF’s fair value is determined to be the same as the 
Organization's proportionate share of the fair value of assets held by the ECF in trust for the 
benefit of the Organization.

The Beneficial interest in Erie Community Foundation investments is valued at the 
Foundation’s best estimate of the fair value as reviewed by the Organization.  Because 
there is not an active market for an investment in the Foundation, these funds are 
considered a Level 3 asset.  The Organization does not use separate quantitative 
information to value the investments held at the Foundation.
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.  There have not been any 
changes in the methodologies used.  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.

As of June 30, 2025, the Organization's estimated investments were classified by level 
within the valuation hierarchy as follows:

Fair Value Level 1 Level 2 Level 3

Pooled investments 94,559$            -$                       -$                       94,559$            

As of June 30, 2024, the Organization's estimated investments were classified by level 
within the valuation hierarchy as follows:

Fair Value Level 1 Level 2 Level 3

Pooled investments 86,324$            -$                       -$                       86,324$            
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4. Property and Equipment

Property and equipment was comprised of the following as of June 30:

2025 2024

Land 145,327$           145,327$           

Buildings and improvements 1,892,128          1,880,664          

Vehicles 104,544             61,392               

Furniture and equipment 206,245             188,608             

2,348,244          2,275,991          

Less: accumulated depreciation (1,419,405)        (1,337,147)        

928,839$           938,844$           

5. Line of Credit and Long-Term Debt

The Organization holds a note payable with Erie Bank.  The interest rate of the loan is 7.70% 
and will remain in effect until the next scheduled variable rate change on April 11, 2029. 
The loan is collateralized by all of the Organization's real estate and equipment. Monthly 
payments of $3,962 are due through April of 2034. The balance of the loan as of June 30, 
2025 and 2024 was $354,096 and $381,055, respectively.

During the year, the Organization purchased a van through Stellantis Financial Services. The 
interest is charged per day at a rate of $8.85. Monthly payments of $704 are due through 
July 2032. The balance of the loan as of June 30 2025, and 2024 was $36,691 and $0, 
respectively.
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Annual maturities for each of the next five years and thereafter are as follows:

Year Ended June 30,

2026 38,585$           

2027 40,041              

2028 41,560              

2029 43,146              

2030 44,800              

Thereafter 182,655           

Total 390,787$         

The Organization also maintains a $100,000 line of credit with Erie Bank bearing an interest 
rate which is equal to the prime rate published in the Wall Street Journal, which was 7.50%
and 8.50% at June 30, 2025 and 2024, respectively. Interest payments are due monthly, and 
the line is secured by real estate, equipment, and all other assets of the Organization. There 
was no outstanding balance on the line of credit at June 30, 2025 and 2024.

6. Contingent Liabilities

The Organization participates in government-funded programs. These programs are 
subject to program compliance audits by the funding agencies or their representatives.  
The Organization is potentially liable for any expenditure that may be disallowed pursuant 
to the terms of the programs.

7. Retirement Plan

The Organization sponsors a 401(k)-retirement plan for employees who have completed at 
least one year of service and work at least 30 hours a week. The Organization contributes an 
amount equal to 5% of eligible participants' compensation to the plan and additionally 
matches up to 3% of participants' contributions. Total pension expense associated with the 
plan was $81,724 and $77,844 for the years ended June 30, 2025 and 2024, respectively.
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8. Leases

The Organization has an operating lease for office space. The lease has a remaining lease
term of one year. 

Future minimum lease payments under non-cancellable leases as of June 30, 2025 are as 
follows: 

Year Ending Operating

June 30, Leases

2026 11,880$             

Less: interest (200)                   

Total 11,680$             

Other information related to leases was as follows:

2025 2024

Weighted average remaining lease term:
Operating leases 0.67 years 1.67 years

Weighted average discount rate:
Operating leases 4.54% 4.54%

Lease Cost
Operating leases 17,820$           17,820$           

Cash Paid
Operating leases 17,820$           17,820$           
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Independent Auditor’s Report on Internal Control over Financial Repor�ng and on Compliance 
and Other Ma�ers Based on an Audit of Financial Statements Performed in Accordance with 

Government Audi�ng Standards

Board of Directors
Early Connections, Inc.

We have audited, in accordance with the audi�ng standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Audi�ng Standards issued by the Comptroller General of the United States, the financial 
statements of Early Connec�ons, Inc. (Organiza�on), which comprise the statement of financial 
posi�on as of June 30, 2024, and the related statements of ac�vi�es, func�onal expenses (if 
applicable), and cash flows for the year then ended, and the related notes to the financial 
statements, and have issued our report thereon dated September 25, 2025.

Report on Internal Control over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the 
Organiza�on’s internal control over financial repor�ng (internal control) as a basis for designing 
audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effec�veness of the Organiza�on’s internal control. Accordingly, we do not express an opinion on 
the effec�veness of the Organiza�on’s internal control.

A deficiency in internal control exists when the design or opera�on of a control does not allow 
management or employees, in the normal course of performing their assigned func�ons, to 
prevent, or detect and correct, misstatements on a �mely basis. A material weakness is a 
deficiency, or a combina�on of deficiencies, in internal control, such that there is a reasonable 
possibility that a material misstatement of the Organiza�on’s financial statements will not be 
prevented or detected and corrected on a �mely basis. A significant deficiency is a deficiency, or 
a combina�on of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit a�en�on by those charged with governance.

Our considera�on of internal control was for the limited purpose described in the first paragraph 
of this sec�on and was not designed to iden�fy all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limita�ons, during our audit we did 
not iden�fy any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses or significant deficiencies may exist that were not iden�fied.
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Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Organiza�on’s financial statements 
are free from material misstatement, we performed tests of its compliance with certain provisions 
of laws, regula�ons, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the financial statements. However, providing an opinion on 
compliance with those provisions was not an objec�ve of our audit, and accordingly, we do not 
express such an opinion. The results of our tests disclosed no instances of noncompliance or other 
ma�ers that are required to be reported under Government Audi�ng Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our tes�ng of internal control and 
compliance and the results of that tes�ng, and not to provide an opinion on the effec�veness of 
the Organiza�on’s internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Audi�ng Standards in considering the Organiza�on’s 
internal control and compliance. Accordingly, this communica�on is not suitable for any other 
purpose.

Pi�sburgh, Pennsylvania
September 25, 2025

afavinger
MD
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