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INDEPENDENT AUDITOR’'S REPORT

To the Board of Directors
Lana'i Community Health Center
Lana'i City, Hawai'i 96763

Report on the Financial Statements

We have audited the accompanying consolidatinghiiz statements dfana‘i Community Health Center and
Subsidiary, which comprise the consolidating staeinof financial position as of December 31, 202 the
related consolidating statements of activities @mthges in net assets, functional expenses andloastfor the
year then ended, and the related notes to thedimlestatements.

Management's Responsibility for the Consolidatingrancial Statements

Management is responsible for the preparation amgfesentation of these financial statementooaance
with accounting principles generally accepted ie tnited States of America; this includes the desig
implementation, and maintenance of internal comldvant to the preparation and fair presentatidimancial
statements that are free from material misstatemdrgther due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on ¢hfisancial statements based on our audit. We adadwur
audit in accordance with auditing standards gelyeaakcepted in the United States of America andstaadards
applicable to financial audits containeddovernment Auditing Standardssued by the Comptroller General of
the United States. Those standards require thatameand perform the audit to obtain reasonablgrasse about
whether the financial statements are free from risteisstatement.

An audit involves performing procedures to obtairitevidence about the amounts and disclosurgkdn
financial statements. The procedures selected depehe auditor’s judgment, including the assesgmEthe
risks of material misstatement of the financiatesteents, whether due to fraud or error. In makhmasé risk
assessments, the auditor considers internal caeleant to the entity’s preparation and fair preation of the
financial statements in order to design audit pdaces that are appropriate in the circumstancesydituor the
purpose of expressing an opinion on the effectissioé the entity’s internal control. Accordinglyewexpress no
such opinion. An audit also includes evaluating #ppropriateness of accounting policies used aed th
reasonableness of significant accounting estimatede by management, as well as evaluating the lbvera
presentation of the financial statements.

We believe that the audit evidence we have obtamsdfficient and appropriate to provide a basrsour audit
opinion.
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Opinion

In our opinion, the consolidating financial statensereferred to above present fairly, in all materespects, the
consolidating financial position afana‘i Community Health Center and Subsidiasyof December 31, 2020, and
the consolidating statement of activities and clearig its net assets and its cash flows for the thegn ended in
accordance with accounting principles generallyeptad in the United States of America.

Other Information

Our audit was conducted for the purpose of formangopinion on the financial statements as a whihe
Schedule of Expenditures of Federal Awards on fd&geas required by Title 2 U.Sode of Federal Regulations
(CFR) Part 200Uniform Administrative Requirements, Cost Princgpland Audit Requirements for Federal
Awards is presented for purposes of additional anabsisis not a required part of the financial stateiseSuch
information is the responsibility of management aveis derived from and relates directly to the ulyiley
accounting and other records used to preparernhedial statements. The information has been si¢nj¢o the
auditing procedures applied in the audit of tharditial statements and certain additional procedurekiding
comparing and reconciling such information diredttythe underlying accounting and other recordsd use
prepare the financial statements or to the findrstetements themselves, and other additional proes in
accordance with auditing standards generally aedept the United States of America. In our opinitme
Schedule of Expenditures of Federal Awards isyfathted, in all material respects, in relatiorhte financial
statements as a whole.

Other Reporting Required by Government Auditing Btkards

In accordance witlsovernment Auditing Standardse have also issued our report dated April 3@126n our
consideration oLana‘i Community Health Centeriaternal control over financial reporting and orr tests of its
compliance with certain provisions of laws, regwias, contracts, and grant agreements and othéenwatT he
purpose of that report is to describe the scopeuoftesting of internal control over financial refoog and
compliance and the results of that testing, andaptovide an opinion on internal control ovedfirtial reporting
or on compliance. That report is an integral padroaudit performed in accordance w&levernment Auditing
Standardsin consideringLana‘i Community Health Center'sternal control over financial reporting and
compliance.

Report on Summarized Comparative Information
We have previously audited the Lana‘i Community lle€enter’'s 2019 financial statements, and ouprep
dated March 17, 2020 expressed an unmodified apimiothose audited financial statements. In ouniopij the

summarized comparative information presented he®wf and for the year ended June 30, 2019, sstent in
all material respects, with the audited financiataments from which it has been derived.

ﬂrf//} L Poa vt

April 30, 2021
Wailuku, Hawai'i
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LANA'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Consolidating Statement of Financial Position
As of December 31, 2020
(With Comparative Totals as of December 31, 2019)

ASSETS
Lana'i
Community
Health Center LCHC Holdings Eliminations 2020 Totals 2019 Totals
CURRENT ASSETS
Cash and Cash Equivalents (Note 15) $ 738,636 247,100 $ - $ 985,736 $ 718,194
Certificates of Deposit (Note 12) 23,213 - - 23,213 106,961
Grants Receivable (Note 2) 88,494 - - 88,494 48,208
Patient Receivables (Note 2) 557,103 - - 557,103 359,317
Allowance for Doubtful Accounts (Note 2) (287,773) - - (287,773) (150,232)
Prepaid Expenses 45,961 - - 45,961 82,199
Due from LCHC Holdings 100,000 - (100,000) - -
Other Receivables (Note 2) 20,114 - - 20,114 45,370
Total Current Assets 1,285,748 247,100 (100,000) 1,432,848 1,210,017
PROPERTY AND EQUIPMENT (Note 2)
Land 672,893 250,000 - 922,893 599,693
Equipment, Vehicles and Furnishings 721,193 - - 721,193 662,996
Software and Hardware 124,533 - - 124,533 115,075
Facilities and Improvements 1,093,316 6,498,361 - 7,591,677 7,591,677
2,611,935 6,748,361 - 9,360,296 8,969,441
Accumulated Depreciation (650,459) (1,121,948) (1,772,407)  (1,399,765)
Net Property and Equipment 1,961,476 5,626,413 7,587,889 7,569,676
OTHER ASSETS
Note Receivable (Note 13) 5,384,200 - - 5,384,200 5,384,200
Construction-in-Progress (Note 2) 200,521 - - 200,521 28,990
Inventory (Note 2) 58,793 - - 58,793 25,374
Restricted Cash (Notes 14 and 15) 14,004 - - 14,004 9,336
Total Other Assets 5,657,518 - - 5,657,518 5,447,900
TOTAL ASSETS $ 8,904,742 $ 5,873,513 $ (100,000) $ 14,678,255 $ 14,227,593
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable $ 83,798 $ 28,764 $ - $ 112,562 $ 225,732
Accrued Expenses 310,062 - - 310,062 261,191
Refundable Advances (Note 5) 150,507 - - 150,507 58,855
Due to Lana'i Community Health Center - 100,000 (100,000) - -
Current Portion of Long-Term Debt (Note 14) 217,792 - - 27,792 27,081
Total Current Liabilities 572,159 128,764 (100,000) 600,923 572,859
NON-CURRENT LIABILITIES
Long-Term Debt (Note 14) 1,353,761 7,800,000 - 9,153,761 8,845,174
Net Loan Acquisition Costs (Note 14) - (448,810) - (448,810) (466,944)
1,353,761 7,351,190 - 8,704,951 8,378,230
TOTAL LIABILITIES 1,925,920 7,479,954 (100,000) 9,305,874 8,951,089
NET ASSETS (Note 3)
Net Assets Without Donor Restrictions 6,905,268 (8,801) - 5,298,827 5,215,753
Net Assets With Donor Restrictions 73,554 - - 73,554 60,751
Total Net Assets 6,978,822 (1,606,441) - 5,372,381 5,276,504
TOTAL LIABILITIES AND NET ASSETS $ 8,904,742 $ 5,873,513 $ (100,000) $ 14,678,255 $ 14,227,593

The accompanying notes are an integral part ottheasolidating financial statements.
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PUBLIC SUPPORT AND REVENUE
Federal Grant Income
Clinic Revenues
State and Local Grant Income
Payroll Protection Program Income (Note 16)
In-kind Revenue (Note 9)
Miscellaneous
Contributions
Rental Income
Net Assets Released from Restrictions

Total Public Support and Revenue

EXPENSES

Program Services
Management and General

Fundraising

Total Expenses
CHANGE IN NET ASSETS
Net Assets, Beginning of Year
Net Assets, End of Year

LANA'Il COMMUNITY HEALTH CENTER AND SUBSIDIARY
Consolidating Statement of Activities and ChangesiiNet Assets

For the Year Ended December 31, 2020

(With Comparative Totals for the Year Ended Decanitig 2019)

Lana'i Community Health Center

Net Assets Net Assets
Without Donor ~ With Donor LCHC

Restrictions Restrictions Total Holdings Eliminations 2020 Totals 2019 Totals
$ 2,340,080% - 8 2,340,080 $ - - $ 2340,080% 2,328,240
1,632,608 - 1,632,608 - - 1,632,608 1,599,899
607,867 187,000 794,867 - - 794,867 786,422

506,600 - 506,600 - - 506,600 -

296,357 - 296,357 - - 296,357 36,151
122,200 - 122,200 720 (55,651) 67,269 85,071
14,087 - 14,087 - - 14,087 8,860

- - - 56,000 (56,000) - -

174,197  (174,197) - - - - -
5,693,996 12,803 5,706,799 56,720 (111,651) 5,651,868 4,844,643
3,841,633 - 3,841,633 352,486 (111,651) 4,082,468 4,097,171
1,294,442 - 1,294,442 - - 1,294,442 937,264
179,081 - 179,081 - - 179,081 163,263
5,315,156 - 5,315,156 352,486 (111,651) 5,555,991 5,197,698
$ 378,840 $ 12,803 $ 391,643 $ (295,766) $ - 8 95,877 $ (353,055)
6,526,428 60,751 6,587,179 (1,310,675) - 5,276,504 5,629,559

$ 6,905,268% 73,554 $ 6,978,822 $ (1,606,441) $ - $ 5372,381% 5,276,504
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LANA'l COMMUNITY HEALTH CENTER AND SUBSIDIARY
Consolidating Statement of Functional Expenses

For the Year Ended December 31, 2020

(With Comparative Totals for the Year Ended Decen3dg 2019)

Lana'i Community Health Center

Program Management LCHC
Services and General Fundraising Total Holdings Eliminations 2020 Totals 2019 Totals
Classification of Expenses:

Salaries and Wages and Taxes $ 2,155,581 835,130 $ 157,406 $ 3,148,120 $ - % - $ 3,148,120 $ 2,944,569
Professional Fees 679,357 60,980 - 740,337 - - 740,337 817,677
Depreciation 106,837 41,391 7,802 156,030 216,612 - 372,642 367,599
In-kind Donations (Note 9) 296,357 - - 296,357 - - 296,357 36,151
Supplies 151,740 54,787 - 206,527 - - 206,527 282,243
Bad Debt - 126,233 - 126,233 - - 126,233 9,716
Interest 38,967 - - 38,967 132,794 (55,651) 116,110 105,190
Advertising (Note 2) 66,789 25,876 4,877 97,542 3,020 - 100,562 68,217
Telephone (3,654) 73,089 3,654 73,089 - - 73,089 58,508
Membership Dues and Fees 44,365 16,019 - 60,384 - - 60,384 55,962
Utilities 36,488 14,137 2,665 53,290 - - 53,290 62,298
Non-Capitalized Equipment and Fixtures 39,526 7,098 - 46,624 - - 46,624 45,988
Miscellaneous 32,161 11,612 - 43,773 60 - 43,833 57,889
Travel 31,288 11,297 - 42,585 - - 42,585 145,502
Insurance 28,954 11,218 2,114 42,286 - - 42,286 42,152
Rent 87,431 - - 87,431 - (56,000) 31,431 29,565
403b Expense 19,848 - - 19,848 - - 19,848 28,778
General Maintenance 12,524 - - 12,524 - - 12,524 14,364
Postage 7,706 2,985 563 11,254 - - 11,254 6,766
Recruiting 7,172 2,590 - 9,762 - - 9,762 15,928
Automobile Expense 2,193 - - 2,193 - - 2,193 2,636

$ 3,841,633 $ 1,294,442 $ 179,081 $ 5,315156 $ 352,486 $ (111,651) $ 5,555,991 $ 5,197,698

The accompanying notes are an integral part otheasolidating financial statements.
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LANA'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Consolidating Statement of Cash Flows
For the Year Ended December 31, 2020
(With Comparative Totals for the Year Ended Decandie 2019)

Lana'i
Community LCHC
CASH FLOWS FROM OPERATING ACTIVITIES Health Center Holdings Eliminations 2020 Totals 2019 Totals
Cash Received from Grants $ 3,186,318 - % - $ 3,186,313 $ 2,937,064
Cash Received from Clinic Revenue 1,471,386 - - 1,471,386 1,574,762
Cash Received from Payroll Protection Prog(Biote 16) 506,600 - - 506,600 -
Cash Received from Contributions, Rent andcMianeous 136,287 56,720 (111,651) 81,356 154,479
Cash Paid for Interest (38,967) (114,528) 55,651 (97,844) (87,056)
Cash Paid to Employees and Vendors (4,759,181)(3,080) 56,000 (4,706,261) (4,625,429)
Cash Provided (Used) by Operating vitis (Note 8) 502,438 (60,888) - 441,550 (46,180)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of Property and Equipment (390,855) - - (390,855) (247,633)
Purchases of Construction-in-Progress (173,531 - - (171,531) (28,990)
Net Redemption (Purchase) of Certificates ep@xsits 83,748 - - 83,748 (1,320)
Cash Used by Investing Activities (&638) - - (478,638) (277,943)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from Borrowing on Long-term Debt 386,0 - - 336,000 120,000
Payments on Long-term Debt (26,702) - - (26,702) (25,640)
Cash Provided by Financing Activities 093298 - - 309,298 94,360
Net Increase (Decrease) in Cash for the Year 33,098 (60,888) - 272,210 (229,763)
CASH BALANCE, BEGINNING OF YEAR (Note 15) 419,542 307,988 - 727,530 957,293
CASH BALANCE, END OF YEAR (Note 15) $ 752,640 % 247,100 $ - $ 999,740 $ 727,530
NON-CASH INVESTING AND FINANCING ACTIVITIES
Construction in Progress Transferred to
Property and Equipment $ - $ - $ - 8 - $ 98,620

The accompanying notes are an integral part oktheasolidating financial statements.
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LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 1. ORGANIZATION

Lana'i Women’s Center, Inc. (the Center) is a nofiporganization incorporated under the laws @& th
State of Hawai‘i on November 29, 2004. In 2009@eater legally changed its name to Lana‘i Community
Health Center. The Lana‘'i Community Health Centaswreated to take care of the community of Lana'i
with a focus on their physical, mental, emotionatellectual and spiritual welfare by enriching and
empowering their lives to help them build healtaynflies in a supportive community. In additione th
Lana‘i Community Health Center has become a Felgefalalified community health center.

LCHC Holdings, Inc. (Holdings) is a nonprofit orgzation incorporated under the laws of the State of
Hawaii that was established on January 21, 201ddiklys was created solely to hold title to realparty,
collect income therefrom, and remit the entire amidbiereof, less expenses, to Lana’'i Community theal
Center, Inc. The Holdings’ major source of incoeenting their facility to Lana’'i Community Hehlt
Center, Inc.

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Method of Accounting: The Center and Holdings use the accrual methoccodumting for financial
statement reporting according to generally acceptecbunting principles. Under this method of
accounting, revenue is recognized when earnedrréithe when received and expenses are recognized
when incurred rather than when paid.

Basis of Financial Statement Presentatiopana’i Community Health Center has conformed witBG\
958-810 “Consolidation” by consolidating the pasitiand activities of LCHC Holdings, Inc. Collealy
they are referred to as the Organization.

Revenue Recognitio@ontributions received are recorded as with ohewit donor restrictions depending
on the existence and/or nature of any donor réistnie (Note 3). Unconditional promises to give due
the next year are reflected as current promisgs/gband are recorded at their net realizable vatiants
and other contributions of cash are reported ab ddnor restrictions if they are received with dono
stipulations that limit the use of the donated &ss&Vhen the donor restrictions expire, that iegwa
stipulated time restriction ends or purpose rdsbricis accomplished, donor restricted net asseds a
reclassified to without donor restricted net asseis reported in the statement of activities asassets
released from restrictions.

Grants, Patient and Other Receivabl&rants, patient and other receivables represeahue earned and
not yet received. Management reviews the receagadnhd charges off accounts when they determine the
are uncollectable. Management periodically revidvesreceivable listing to determine the allowafure
doubtful accounts based on historical collectiotesaindustry standards and the composition of the
receivable balance. Management has determinedi@maace for doubtful accounts of $287,773 and
$150,232 at December 31, 2020 and 2019, respectivel
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LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE& ontinued)

Inventory: Inventories are priced using an average cost adetbr supplies and medicine. All other
inventories are priced using a first-in, first-gbatFO) basis.

Property and EquipmentThe Center and Holdings capitalize all furniturel @guipment with a value of
$5,000 or greater and a useful life of more tham year. Property and equipment are stated atocoit
donated, at the approximate fair value at the ditlonation. Depreciation is computed using thaigiht-
line method over the assets' estimated useful.lives

Construction-in-ProgressThe Organization has $200,521 and $28,990 in Qaetstn in Progress at
December 31, 2020 and 2019, respectively. Theteslto the improvement of the Sixth Street house
expansion project.

Income Taxes:Lana'i Community Health Center and LCHC Holdingse.l are exempt from Federal
income taxes undedection 501(c)(3) and Section 501(c)¢2)the Internal Revenue Code, respectively,
and also from State of Hawaii income taxes ur@Bmtion 237-23 ()f the Hawaii Revised Statutes.

Uncertain Tax Position:The financial statement effects of a tax positadten or expected to be taken are
recognized in the financial statements when it asenikely than not, based on the technical metiitat
the position will be sustained upon examinatiamterdest and penalties, if any, are included in agps in
the statement of activities. As of December 32®@he Organization has analyzed its tax positan
believe that all are more likely than not to betaumed upon examination.

The Organization is subject to routine audit bying)urisdictions, however, there are currentlyaualit
for any tax periods in progress. The Organizatielieles it is no longer subject to income tax exations
for years prior to 2017.

Use of Estimates: The preparation of financial statements in conftymiith accounting principles
generally accepted in the United States of Amerequires management to make estimates and
assumptions that affect certain reported amourdsiestiosures. Accordingly, actual results cadifter
from those estimates.

Advertising:The Organization expenses advertising costs asditeeyncurred. Total advertising expense
were $100,562 and $68,217 for the years ended Omsredd, 2020 and 2019, respectively.

Functional Expensesthe Organization allocates expenses on a fundtlmags among three categories:
direct program services, supporting, and fundrgisillost expenses are allocated directly to thgnam

and support services benefited. Certain expenseallacated using a percentage base computed on an
applicable basis.
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LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 3. NET ASSETS

In accordance with ASU 2016-14, Not-for-Profit He$ (Topic 958) —Presentation of Financial
Statements of Not-for-Profit Entitiethe Organization is required to report informatiegarding its
financial position and activities according to telasses of net assets: net assets without dondctiess

and net assets with donor restrictions.

Net assets without donor restrictions includeesburces that are not subject to donor-imposedlatipns

or contributions with donor-imposed restrictionattlire met during the same year as the contribigion
made. Net assets without donor restrictions denasegroperty and equipment represent equity in such
property and equipment.

Net assets with donor restrictions include amothsthe donor subjects to restrictions in perpgiand
amounts subject to legal or donor-imposed stiputatithat may or will be met either by actions & th
Organization and/or passage of tildet assets with donor restrictions consist of ttiefing at December
31, 2020 and 2019:

2020 2019
Tobacco Prevention and Control $ 30,042 $ 33,522
Jessie Ann Chalmers Charitable Trust 19,383 27,229
HDS Foundation 11,803 -
Hawaii State Rural Health Association 10,000 -
HIPHI 2,326 -

$ 73,55¢ $ 60,75!

Note 4. CONCENTRATIONS

The Organization receives a substantial amountso$upport from the U.S. Department of Health and
Human Services. In 2020, Lana'i Community Healémt@r received 41% of its revenues from this granto
The discontinuance of these grants could adveedtdgt the operations of the Center.

Note 5. REFUNDABLE ADVANCES

Conditional contribution revenue is recognized weamed which is as conditions are fulfilled. Hoeev
funds received that are not earned as of year4enbaorded as a liability under refundable advantke
Refundable Advances balances were $150,507 an8%58f December 31, 2020 and 2019, respectively.

Note 6. SUBSEQUENT EVENTS

In preparing these financial statements, the Opgdioin has evaluated events and transactions fenfal
recognition or disclosure through April 30, 202ie tdate the financial statements were availableeto
issued.

Subsequent to year end, the COVID-19 pandemic whssgoing. The United States economy was
negatively affected and the financial markets hexgerienced fluctuations due to the outbreak. hat t
time these financial statements were availablestisgued, the situation remained very volatile tedull
effect of the pandemic on the operations of thea@ization could not be determined.
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LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 7. LINE OF CREDIT

The Organization has a $200,000 line of credit Wwitlst Hawaiian Bank. The interest rate for thme lof
credit is First Hawaiian Bank Prime rate plus eb%2floating rate. As of December 31, 2020 and 2019
the balance due was $-0-.

Note 8. RECONCILIATION OF CHANGES IN NET ASSETS YW NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES

Lana'i
Community LCHC
Health Center Holdings 2020 Totals 2019 Totals

Change in Net Assets $ 391,643% (295,766) $ 95,877 $ (353,055)

Adjustments to Reconcile:
Add Depreciation 156,030 216,612 372,642 367,599
Add Amortization of Loan Acquisition Costs - 18,134 18,134 18134
Add Bad Debt 126,233 - 126,233 9,716
Change in Grants, Patient and Other Receivables a8, - (201,508) (22,704)
Change in Inventory (33,419) - (33,419) 20,827
Change in Prepaid Expenses 36,238 - 36,238 (29,875)
Change in Accounts Payable (113,302) 132 (113,170) 89,285
Change in Accrued Expenses 48,871 - 48,871 33,924
Change in Refundable Advances 91,652 - 91,652 (180,031)

Net Cash Provided (Used) by Operating Activities$ 588,4 $ (60,888) $ 441550 $ (46,180)

Note 9. DONATED GOODS AND SERVICES

Under FASB ASC 958-605-25-16 “Not-for-Profit Engiti, Contributed Services”, contributions of donated
services that create or enhance non-financial sissdhat require specialized skills, and are mlediby
individuals possessing those skills, and woulddglly need to be purchased if not provided by donat
are recorded at their fair values in the perioekinesd.

In-Kind Revenue recorded also represents the fdirevof many donated items for medicine, rent and
various items for the ongoing operations of theddigation. These tangible items donated are vahtied
their estimated fair market value at the time afatmn. The Organization received $296,357 and1%36

of donated goods for inventory and other itemsrduthe years ended December 31, 2020 and 2019,
respectively.
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LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 10. RETIREMENT PLAN

In 2010, the Organization established a tax-dedetfH (k) Retirement Plan (the Plan) under Sectii(id

of the Internal Revenue Code. The Plan coverswgl@yees who meet certain eligibility requiremegs
defined in the Plan. Employees may make contrilngtio the Plan up to the maximum amount allowed by
the Internal Revenue Code. The Organization duutes 4% and 3% of the participant’s regular sglasy
defined) to the plan for the years 2020 and 20d€pectively. Contributions for the years 2020 20419
were $55,214 and $34,296, respectively.

Note 11. NEW MARKET TAX CREDIT PROGRAM

LCHC Holdings, Inc. and Lana‘i Community Health @amparticipate in a New Markets Tax Credit
(NMTC) program. NMTC programs were established @s pf the Community Renewal Tax Relief Act
of 2000 and the New Markets Tax Credit Extensioh @011 extended the program through 2016. The
goal of NMTC programs is to spur revitalizationceté of low-income and impoverished communities
across the United States and its Territories byighag tax credit incentives to investors in ceeif
community development entities. The tax creditifmestors equals 39% of the investment, and investo
receive the tax credit over a seven year perio@ofmmunity Development Entity (CDE) is required to
participate and has the primary mission of prowgdiimancing for revitalization projects in low-inc®
communities.

NMTC financing allows organizations such as LCHCId#ogs, Inc. to receive low-interest loans or
investment capital from CDESs, primarily financiaktitutions, which will allow their investors toasive
tax credits. As a result of participation in the N®! program, LCHC Holdings, Inc. has obtained the-lo
interest loan described in Note 14.

Note 12. INVESTMENTS

The Organization has conformedR8SB’s ASC 820-10-504&hich establishes a fair value hierarchy for
inputs used in measuring fair market value thatimepes the use of observable inputs and minimikes t
use of unobservable inputs by requiring that thestnrabservable inputs be used when available.
Observable inputs are those that market particgpaould use in pricing the asset or liability basedhe
best information available in the circumstancehis Tair value hierarchy consists of three levels:

» Level 1 inputs consist of unadjusted quoted prinesctive markets such as stock exchanges for
identical assets and have the highest priority.

» Level 2 inputs consist of significant other obséttednputs such as quoted prices for similar assets
and liabilities in active markets, and inputs the¢ observable for the asset and liability, either
directly or indirectly, for substantially the fukrm of the financial instrument.

* Level 3 inputs consist of significant unobservablguts and include situations where is little, if
any, market activity for the investment. The irgorgquire significant judgment or estimates, such
as those associated with discounted cash flow rdetbgies and appraisals.

Fair values of assets measured on a recurring &dseertificates of deposits totaling $23,213%H06,961

at December 31, 2020 and 2019, respectively, andhaasured at Level 1 inputs. There are no lisdsli
or other assets measured at fair value on a reguorinon-recurring basis.

Page 11



LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 13. NOTE RECEIVABLE

Lana‘i Community Health Center participates in MMTC program described in Note 11 and has loaned
$5,384,200 to Twain Investment Fund 70, LLC. Thee\Receivable has a stated interest rate of 1.000%
and the loan matures on February 28, 2045. Thedabs for quarterly interest only payments beugign
April 10, 2015. Beginning April 10, 2022 quartegsinciple and interest payments begin unless titeall
option in Note 14 is exercised. The loan is setbesubstantially all assets acquired by LCHC lims,

Inc. from the proceeds of the loan.

Note 14. LONG-TERM DEBT

LCHC Holdings, Inc. participates in the NMTC prograescribed in Note 11 and has obtained a loan of
$7,800,000 payable t8CM Community Development 65 LL@vhich is a Community Development
Entity (CDE). The loan proceeds were used soletytlie purpose of constructing Lana’i Community
Health Center’s facility. The loan has a put/caliion feature that is exercisable in March 202Be $tated
interest rate is 1.4683% and the loan matures bruBey 28, 2045. The loan calls for quarterly iegt
only payments beginning April 1, 2015. Beginningigh 4, 2022 quarterly principal and interest payime
begin unless either party exercises the put/caibop The loan is secured by substantially alletss
acquired by LCHC Holdings, Inc. from the proceetithe loan.

In connection with the loan, LCHC Holdings, Incs@lincurred loan acquisition costs of $544,012 tvhic
have been included in the long-term debts as leguisition costs and are being amortized to interes
expenses over the life of the loan. Debt acquisitiosts are presented net of accumulated amoadtizati
$95,202 and $77,068, at December 31, 2020 and 2@&@ectively. LCHC Holdings, Inc. was in
compliance with the terms of its NMTC loan, inclagiloan covenants, at December 31, 2020 and 2019.

In 2018, the Center entered into an agreementWih Department of Agriculture for a loan whichatist
$1,000,000 to refinance debt and construct a plottene energy system. A mortgage payable to U.S.
Department of Agriculture is due in monthly instadints of principal and interest of $3,890, at adixate

of interest of 2.375% until 2048. The loan requitest the Center maintains a debt service resenve. f
The balance of the debt service reserve fund Beoémber 31, 2020 and 2019 were $14,004 and $9,336,
respectively. The reserve is included in restdatash on the statement of financial position.

In April 2019, the Center entered into an agreemstit First Hawaiian Bank for a $120,000 loan to
purchase an apartment to be used by the Centeusehraveling providers and other staff. A mayma
payable is due in monthly installments of princigatl interest of $667, at a fixed rate of inteoégt.50%
until 2029.

In January 2020, the Center entered into an agmaewith First Hawaiian Bank for a $336,000 loan to

purchase a house to be used by the Center to eipandrent location. The loan calls for montimerest
only payments until February 2022 when the entiiecgpal is due.
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LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 14. LONG-TERM DEBTContinued)

A summary for all long-term debt as of DecemberZX20 is as follows:

CCM QLICI Loan A $ 5,464,200
CCM QLICI Loan B 2,335,800
USDA Loan 929,898
First Hawaiian Bank 336,000
First Hawaiian Bank 115,655
Total long-term debt 9,181,553
Less current installments of long-term ¢ (27,792)
Net long-term debt $ 9,153,761

Maturities of long term debt are as follows:

2021 $ 27,792
2022 8,164,522
2023 29,272
2024 30,045
2025 30,837
Thereafter 899,085

$ 9,181,553

Note 15. CASH AND CASH EQUIVALENTS

For the purpose of the statement of cash flows) isadefined as demand deposits and savings ascount

During 2020, the Organization adopted ASU 20169tatement of Cash Flows (Topic 230): Restricted
Cash.Management believes that the adoption of the neawting standard had no effect on the statement
of cash flows as the Organization always includesiricted cash as part of the cash and cash egnisal

in the statement of cash flows. The following taptevides a reconciliation of cash, cash equivalemt
the statements of cash flows:

2020 2019
Cash and Cash Equivalents$ 985,736 $ 718,194
Restricted Cash 14,004 9,336

$ 999,740 $ 727,530

The Organization maintained its cash accounts\adrakfinancial institutions. These balances et
may exceed the Federal Deposit Insurance CorpardE®IC) insured limit per financial institution.
Management acknowledges the possibility of risthia arrangement; however, the size and the lohgevi
of the depository institution minimize such riskt December 31, 2020 and 2019, the Organization had
$232,319 and $2,913, respectively, in excess oFDIE insured limit.

Page 13



LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 16. PAYROLL PROTECTION PROGRAM LOAN

On April 16, 2020, the Organization received loaocpeds in the amount of $506,600 under the Pakchec
Protection Program (“PPP”). The PPP, establigttegart of the Coronavirus Aid, Relief and Economic
Security Act (“CARES Act”), provides for loans tagjifying businesses for amounts up to 2.5 times of
the average monthly payroll expenses of the quafifbusiness. The loans and accrued interest are
forgivable as long as the borrower uses the loangads for eligible purposes, including payrolhdfes,

rent and utilities, and maintains its payroll lezéThe amount of loan forgiveness can be reductukif
borrower terminates employees or reduces salavierstibe period.

The unforgiven portion of the PPP loan is payabler ¢two years at an interest rate of 1%, with adaf

of payments for the first six months. The Orgatiimaused the proceeds for purposes consistenttiagth
PPP requirements and therefore believes it hastmeetonditions for forgiveness of the loan. As of
December 31, 2020, the full PPP loan of $506,608 neaognized as revenue.

Note 17. LIQUIDITY AND AVAILABILITY OF FINANCIAL A SSETS

Management's policy is to structure its financisdets to be available as its general expenditiabsities
and other obligations come due.

Financial assets at December 31, 2020 $ 999,740
Less those unavailable for general expendit

within one year due to:
Restricted by debt covenant (Note 14) (14,004)

Restricted by donor with purpose restrictions (78)55
Financial assets available to meet cash neec

general expenditures within one year $ 912,182

Note 18. RECLASSIFICATION

Certain items on the 2019 financial statements Hmen reclassified to conform to the 2020 financial
statements. These reclassifications had no nettedh Net Assets.

Note 19. RECENT ACCOUNTING PRONOUNCEMENTS

In February 2016, the FASB issued ASU 2016L@asegTopic 842, which superseded Topic 840), which
requires, among other prior changes to the leaseuating guidance, lessees to recognize most leases
the balance sheet via a right-of-use asset and liedodlity as well as additional qualitative andeaptitative
disclosuresFASB further issued ASU No. 2020-05, which, amotiger provisions, deferred the effective
dates for applying ASC 842 for certain not-for-firehtities that have not yet issued financialestants

or made financial statements available for issuascef June 3, 2020.SU 2016-02 is effective for entity
fiscal years beginning after December 15, 2021, dautnits early adoption, and mandates a modified
retrospective transition method. The provisions effective for the Organization’s fiscal year erglin
December 31, 2022. Management is currently evalgdhe impact that the adoption of these provisions
will have on the financial statements, but expé&@s) 2016-02 to add significant right-of-use asseatd
lease liabilities to the statement of financialipos.
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LANA‘'l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Notes to the Financial Statements
December 31, 2020

Note 19. RECENT ACCOUNTING PRONOUNCEMENTSontinued)

In September 2020, the FASB issued ASU 2020-07-ftveRrofit Entities (Topic 985)Presentation and
disclosures by Not-for-Profit Entities for Contriied Nonfinancial Asset®ffective for annual periods
beginning after June 15, 2021 with early applicatigermitted. The provisions are effective for the
Organization’s fiscal year ending December 31, 202dnagement is currently evaluating the impact tha
the adoption of these provisions will have on tharicial statements.
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LANA‘l COMMUNITY HEALTH CENTER AND SUBSIDIARY

Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2020

Federal Grantor/Pass-through Federal CFDA Contract derad
Grantor/Program Title Number Number Expenditures

U.S. Department of Health and Human Services (DHHS

Health Center Program (Community Health Centeligrant Health
Centers, Health Care for the Homeleasd,Rublic Housing Primary Care) 93.224 H80CS08775 % (0/R571)]

COVID 19 - Health Center Program

FY2020 Coronavirus Supplemental Funding for He@lémters 93.224
COVID 19 - Health Center Program

Coronavirus Aid, Relief, and Economic Security ((B® Act
COVID 19 - Health Center Program

FY2020 Expanding Capacity for Coronovirus TestiBE€T)

H8CCS34735 44,833
93.224 H8DCS36060 350,015

93.224 HBECS38112 79,741

Subtotal CFDA 93.224 1,975,139
Rural Health Care Services Outreach, RuraltHedétwork Development and
Small Health Care Provider Quality ImprovemerdgPam 93.912 DO4RH31637 186,786
Provider Relief Fund 93.498 131,465
Subtotal U.S. DHHS - Direct Funding Programs 2,293,390
Passed Through the State of Hawaii Departmierealth:
93.788 20,000

Opioid STR
Subtotal U.S. DHHS - Passed Through Funding Program 20,000

Total U.S. Department of Health and Human ServiceBrograms 2,313,390

U.S. Department of Housing and Urban Development

Special Supplemental Nutrition Program for

Women, Infants, and Children 10.557 ASO Log 18-130 26,690

Total U.S. Department of Housing and Urban Developent 26,690

Total Expenditures of Federal Awards $ 2,340,080

The Accompanying Notes are an Integral Part of Baisedule.
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LANA‘l COMMUNITY HEALTH CENTER AND SUBSIDIARY
Notes to the Schedule of Expenditures of Federadrdes
For the Year Ended December 31, 2020
Note A. BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Fédesards includes the Federal grant activity of han
Community Health Center under programs of the Fadgrvernment for the year ended December 31, 2020.

The information in this Schedule is presented toatance with the requirementsTfle 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Reguients, Cost Principles, and Audit Requirement§éaleral
Awards(Uniform Guidance)Because the Schedule presents only a selectedipoftthe operations of the Lana'i
Community Health Center it is not intended to andsinot present the financial position, changegtrassets, or
cash flows of the Lana'i Community Health Center.

Note B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of AccountingExpenditures reported on this Schedule are repanrethe accrual basis of accounting. Such
expenditures are recognized following the costgipies contained iVniform Guidancewherein certain types of
expenditures are not allowable or are limited agimbursement.

Indirect Cost RateThe Organization elected not to use the de mininaigect cost rate.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OV ER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

The Board of Directors
Lana‘i Community Health Center
Lana'i City, Hawaii 96763

We have audited, in accordance with the auditiagddrds generally accepted in the United States of
America and the standards applicable to finanai@ita contained irGovernment Auditing Standards
issued by the Comptroller General of the UnitedeStathe financial statements of Lana'i Community
Health Center, as of and for the year ended DeceBibe2020, and the related notes to the financial
statements, which collectively comprise Lana'‘i Conmity Health Center’s basic financial statementsl, a
have issued our report thereon dated April 30, 2021

Internal Control over Financial Reporting

In planning and performing our audit of the finadatatements, we considered Lana‘i Community Healt
Center’s internal control over financial reportifigternal control) to determine the audit procedutet
are appropriate in the circumstances for the p@rpbgxpressing our opinions on the financial stetets,
but not for the purpose of expressing an opiniothereffectiveness of Lana'i Community Health Ceste
internal control. Accordingly, we do not expressauinion on the effectiveness of Lana‘i Community
Health Center’s internal control.

A deficiency in internal control exists when thesidg or operation of a control does not allow mamagnt

or employees, in the normal course of performiregrthssigned functions, to prevent, or detect amcect,
misstatements on a timely basis. A material weakigea deficiency, or a combination of deficiencias
internal control, such that there is a reasonabkgsipility that a material misstatement of the tgiti
financial statements will not be prevented, or diete and corrected on a timely basis. A significan
deficiency is a deficiency, or a combination ofidiehcies, in internal control that is less sevinan a
material weakness, yet important enough to mdaehtbon by those charged with governance.

Our consideration of internal control was for timited purpose described in the first paragrapthisf
section and was not designed to identify all deficies in internal control that might be material
weaknesses or significant deficiencies. Given thiesiéations, during our audit we did not identiény
deficiencies in internal control that we considebé material weaknesses. However, material weakses
may exist that have not been identified.

Maui: Big Island: Big Island:
1885 Main Street, Suite 408 « Wailuku, Hawaii 9679373-4976 Kamanu Street, Suite 107 Locati@®: Kinoole Street ¢ Hilo, Hawaii 96720
310 Ohukai Road, Suite 305 ¢ Kihei, Hawaii 96753 Kailua-Kona, Hawaii 96740  Mailing: P.O. Box 4372 « Hilo, Hawaii 96720
Phone: 808.242.5002 www.carbocpa.com Phone: 808.8830



Report on Internal Control
Page 2

Compliance and Other Matters

As part of obtaining reasonable assurance abouthwhéana‘i Community Health Center’s financial
statements are free from material misstatemenpasrfermed tests of its compliance with certain gmns

of laws, regulations, contracts, and grant agre¢ésn@oncompliance with which could have a direat an
material effect on the determination of financigtement amounts. However, providing an opinion on
compliance with those provisions was not an objectf our audit, and accordingly, we do not express
such an opinion. The results of our tests discloseshstances of noncompliance or other mattertsatiea
required to be reported und8overnment Auditing Standards

Purpose of this Report

The purpose of this report is solely to descriledtope of our testing of internal control and climmge
and the results of that testing, and not to prowdepinion on the effectiveness of the entityteiinal
control or on compliance. This report is an intégrart of an audit performed in accordance with
Government Auditing Standardsconsidering the entity’s internal control arahpliance. Accordingly,
this communication is not suitable for any othemose.

ﬂ,/ CA L W@

April 30, 2021
Wailuku, Hawai‘i
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INDEPENDENT AUDITOR’'S REPORT ON INTERNAL CONTROL OV ER COMPLIANCE
FOR EACH MAJOR FEDERAL PROGRAM AND ON INTERNAL CONT ROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

The Board of Directors
Lana‘i Community Health Center
Lana‘i City, Hawaii 96763

Report on Compliance for Each Major Federal Program

We have audited Lana‘i Community Health Centerimpliance with the types of compliance requirements
described in th©OMB Compliance Supplement that could have a direchaaterial effect on each of Lana'i
Community Health Center's major Federal programstiie year ended December 31, 2020. Lana'i
Community Health Center’'s major Federal progranegsidentified in the summary of auditor’'s results
section of the accompanying Schedule of Findings@muestioned Costs.

Management's Responsibility

Management is responsible for compliance with gggiirements of laws, regulations, contracts, andtgr
applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on chamge for each of Lana'i Community Health Center’'s
major federal programs based on our audit of thegyf compliance requirements referred to abowe. W
conducted our audit of compliance in accordanch witditing standards generally accepted in theednit
States of America; the standards applicable ton@imd audits contained in Government Auditing
Standards, issued by the Comptroller General of/thited States; and the audit requiremerftigé 2 U.S.
Code of Federal Regulations Part 200, Uniform Adstiative Requirements, Cost Principles, and Audit
Requirements for Federal Awarfdniform Guidance)Those standards and the Uniform Guidance require
that we plan and perform the audit to obtain reabtnassurance about whether noncompliance with the
types of compliance requirements referred to ablatcould have a direct and material effect orajom
federal program occurred. An audit includes exanginon a test basis, evidence about Lana'i Communit
Health Center's compliance with those requiremeantsl performing such other procedures as we
considered necessary in the circumstances.

We believe that our audit provides a reasonablis basour opinion on compliance for each major éradi
program. However, our audit does not provide alldggermination of Lana‘'i Community Health Center’s
compliance.
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Report on Compliance For Each Major Federal Program
Page 2

Opinion on Each Major Federal Program

In our opinion, Lana'i Community Health Center cdilg in all material respects, with the types of
compliance requirements referred to above thatdclbaVe a direct and material effect on each ahdgor
Federal programs for the year ended December 20,20

Report on Internal Control over Compliance

Management of Lana‘i Community Health Center ipagssible for establishing and maintaining effective
internal control over compliance with the typegoipliance requirements referred to above. Inrptan
and performing our audit of compliance, we congddrana‘i Community Health Center’s internal cohtro
over compliance with the types of requirements toatd have a direct and material effect on eacjprma
federal program to determine the auditing procesltihat are appropriate in the circumstances for the
purpose of expressing an opinion on compliance&wh major federal program and to test and report o
internal control over compliance in accordance wita Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of matiecontrol over compliance. Accordingly, we do not
express an opinion on the effectiveness of Lanam@unity Health Center’s internal control over
compliance.

A deficiency in internal control over complianceist® when the design or operation of a control over
compliance does not allow management or employedke normal course of performing their assigned
functions, to prevent, or detect and correct, nomg@ance with a type of compliance requirement of a
federal program on a timely basis. A material weglsnin internal control over compliance is a deficiy,

or combination of deficiencies, in internal conttmfer compliance, such that there is a reasonable
possibility that material noncompliance with a tygfecompliance requirement of a federal program wil
not be prevented, or detected and corrected, omedytbasis. A significant deficiency in internairdrol

over compliance is a deficiency, or a combinatibdediciencies, in internal control over compliangith

a type of compliance requirement of a federal @oythat is less severe than a material weakness in
internal control over compliance, yet importantegioto merit attention by those charged with gosece.

Our consideration of internal control over comptiarwas for the limited purpose described in thst fir
paragraph of this section and was not designediéatify all deficiencies in internal control over
compliance that might be material weaknesses arifiignt deficiencies. We did not identify any
deficiencies in internal control over compliancattive consider to be material weaknesses. However,
material weaknesses may exist that have not besrified.

The purpose of this report on internal control ax@mpliance is solely to describe the scope otesting

of internal control over compliance and the resolthat testing based on the requirements of thiéotin
Guidance. Accordingly, this report is not suitatdeany other purpose.

%%,f CA% L Dot Gt

April 30, 2021
Wailuku, Hawai'i
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LANA‘l COMMUNITY HEALTH CENTER

Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2020

Section I-Summary of Auditor's Results

Financial Statements

Type of Auditor’s report issued: Unmodified
Internal control over financial reporting:

. Significant Deficiencies None

. Material Weaknesses None
Noncompliance which is material to the financialtsiments None
Federal Awards

Internal control over Major Programs:

. Significant Deficiencies None

. Material Weaknesses None

Type of auditor’s report issued in regards to mapagram compliance Unmodified
The program tested as the major program was:

U.S. Department of Health and Human Services (DHH) CFDA CONTRACT

Health Center Program (Community Health Centstigrant Health
Centers, Health Care for the Homelesd, Rublic Housing Primary Care)

COVID 19 - Health Center Program

FY2020 Coronavirus Supplemental Funding for He@lémters
COVID 19 - Health Center Program

Coronavirus Aid, Relief, and Economic Security (%) Act
COVID 19 - Health Center Program

FY2020 Expanding Capacity for Coronovirus TestiBg€T)

The threshold for distinguishing Type A and Typ@i®grams was

Auditee qualified as a low-risk auditee

Section ll- Financial Statement and Compliance Finohgs

NONE NOTED

Section lll- Prior Year Audit Findings

NONE NOTED
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