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INDEPENDENT AUDITOR’S REPORT

To Management and the Board of Directors of
Family Support Services of West Hawaii
Kailua-Kona, Hawaii 96740

Report on the Financial Statements

We have audited the accompanying combined finarstetiements of Family Support Services of West
Hawaii (a nonprofit organization) and affiliate, isth comprise the combined statements of finanaiaitfon

as of June 30, 2019, and the related combinednsats of activities, functional expenses, changesei
assets, and cash flows for the year then endedhanglated notes to the combined financial statdgm

Management's Responsibility for the Combined FinaatStatements

Management is responsible for the preparation aimgfesentation of these combined financial statgmin
accordance with accounting principles generallyepted in the United States of America; this inchutiee
design, implementation and maintenance of intecoatrol relevant to the preparation and fair présgon
of combined financial statements that are free fnoaterial misstatement, whether due to fraud arerr

Auditor’'s Responsibility

Our responsibility is to express an opinion on thesmbined financial statements based on our awt.
conducted our audit in accordance with auditingddads generally accepted in the United Stateshoéiica
and the standards applicable to financial auditdained inGovernment Auditing Sandards, issued by the
Comptroller General of the United States. Thosedsteds require that we plan and perform the awdit t
obtain reasonable assurance about whether the wediinancial statements are free from material
misstatement.

An audit involves performing procedures to obtaidiaevidence about the amounts and disclosuréisein
combined financial statements. The procedures teeledepend on the auditor's judgment, including the
assessment of the risks of material misstatemetimeofombined financial statements, whether ddstal or
error. In making those risk assessments, the audiosiders internal control relevant to the efgity
preparation and fair presentation of the combimeanicial statements in order to design audit procesithat
are appropriate in the circumstances, but notiferpurpose of expressing an opinion on the effect@sgs of
the entity’s internal control. Accordingly, we ergs no such opinion. An audit also includes evalgéahe
appropriateness of accounting policies used andegonableness of significant accounting estimatase

by management, as well as evaluating the overafigmtation of the combined financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a baersdur
audit opinion.

Maui: Big Island:
1885 Main Street, Suite 408Vailuku, Hawaii 96793 Location: 136 Kinoole StreetHilo, Hawaii 96720
310 Ohukai Road, Suite 30K ihei, Hawaii 96753 Mailing: P.O. Box 4372Hilo, Hawaii 96720

Phone: 808.242.5002 www.carbocpa.com Phone: 808.930.6850



Opinion

In our opinion, the combined financial statemeefenmred to above present fairly, in all materiapects, the
financial position of Family Support Services of $¥ddawaii and affiliate as of June 30, 2019, arg th
changes in its net assets and its cash flows &gy#ar then ended in accordance with accountingiptes
generally accepted in the United States of America.

Report on Summarized Comparative Information

We have previously audited Family Support ServicE¥est Hawaii's combined financial statements, and
our report dated December 5, 2018, expressed andified opinion on those audited financial stateteeim
our opinion, the summarized comparative informapoesented herein as of and for the year ended3ne
2018, is consistent, in all material respects, wfith audited financial statements from which it bagn
derived.

Other Information

Our audit was conducted for the purpose of fornangopinion on the financial statements as a whidhe.
Schedule of Expenditures of Federal Awards on phHgeas required by Title 2 U.$ode of Federal
Regulations (CFR) Part 200Uniform Administrative Requirements, Cost Principles, and Audit Requirements

for Federal Awards, is presented for purposes of additional analys@is not a required part of the combined
financial statements. Such information is the oesgbility of management and was derived from aeldtes
directly to the underlying accounting and otherords used to prepare the financial statements. The
information has been subjected to auditing procesl@pplied in the audit of the financial statemeartd
certain additional procedures, including compariagd reconciling such information directly to the
underlying accounting and other records used tpgueethe financial statements or to the finandatesnents
themselves, and other additional procedures inrdaocgce with auditing standards generally accepietie
United States of America. In our opinion, the imh@ation is fairly stated in all material respectsyelation to
the financial statements as a whole.

Other Reporting Required by Government Auditing 8tiards

In accordance wittGovernment Auditing Standards, we have also issued our report dated November 28,
2019, on our consideration of Family Support Sewviof West Hawaii and affiliates’ internal contoyer
combined financial reporting and on our tests sfcibmpliance with certain provisions of laws, regions,
contracts, and grant agreements and other matteespurpose of that report is to describe the sobpaur
testing of internal control over combined finanaiaporting and compliance and the results of tbstirig,

and not to provide an opinion on internal contreérocombined financial reporting or on complianthat
report is an integral part of an audit performedattordance withGovernment Auditing Sandards in
considering Family Support Services of West Hawail affiliates’ internal control over combined fintzal
reporting and compliance.

Carbonaro CPs & Management Grouts

Hilo, Hawaii
November 28, 2019
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Combined Statements of Financial Position
As of June 30, 2019 and 2018

ASSETS
2019 2018
CURRENT ASSETS
Cash and Cash Equivalents (Note 2) $ 512,16% 160,498
Accounts Receivable - Grants and Contracts (Rpte 580,837 788,446
Prepaid Expenses 20,843 40,518
Total Current Assets 1,113,841 989,462
PROPERTY AND EQUIPMENT (Note 2)
Vehicles 329,137 273,082
Equipment - Restricted 133,954 133,954
Leasehold Improvements 108,883 108,883
571,974 515,919
Accumulated Depreciation (420,852) (400,393)
Net Property and Equipment 151,122 115,526
OTHER ASSETS
Investments (Note 4)
Vanguard Balanced Index Fund-Building 33,407 30,674
Vanguard Balanced Index Fund 64,962 59,647
Vanguard Equities 844 854
Total Investments 99,213 91,175
Security Deposits 14,820 15,049
Total Other Assets 114,033 106,224
TOTAL ASSETS $ 1,378,990 $ 1,211,21.

The accompanying notes are an integral part oktfipancial statements.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Combined Statements of Financial Position
As of June 30, 2019 and 2018

LIABILITIESAND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Accrued Payroll Expenses
Current Portion of Note Payable (Note 18)

Total Current Liabilities
NON-CURRENT LIABILITIES

Note Payable (Note 18)
Total Non-Current Liabilities

NET ASSETS (Note 3)
Net Assets without Donor Restrictions
Board Designated Net Assets without Donor Restristi

Total Net Assets without Donor Restrictions

Net Assets with Donor Restrictions

Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

2019 2018
$ 26,356 $ 59,283
97,018 107,346
13,050 -
136,424 166,629
41,715 -
41,715 -

1,030,090 904,492

28,800 28,800
058,890 933,292
141,967 111,291
1,200,857 1,044,583

$ 1,378,990 $ 1,211,211

The accompanying notes are an integral part oktfipancial statements.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Combined Statement of Activities
For the Year Ended June 30, 2019
(With Comparative Totals for the Year Ended Jung2B0.8)

2019
Without Donor ~ With Donor 2018
Restriction Restriction Total Total
PUBLIC SUPPORT
Government Contracts - State and County $ 1,329,311 - $ 1,329,311 $ 147,013
Federal Contracts and Pass-through Funds 1,4810,23 - 1,440,236 2,516,093
2,769,547 - 2,769,547 2,663,106
CONTRIBUTIONS AND REVENUE
Grants from Foundations and Others 157,435 173,000 330,435 239,729
Contributions 91,207 - 91,207 72,168
In-Kind Revenue (Note 13) 59,461 - 59,461 59,101
Interest Income 65 - 65 653
Unrealized Gains 8,048 - 8,048 7,198
316,216 173,000 489,216 378,849
Total Public Support, Contributions and &aye 3,085,763 173,000 3,258,763 3,041,955
Net Assets Released from Restrictions 142,324 (142,324) - -
EXPENSES
Programs:
Early Childhoo 2,229,88 - 2,229,88 2,057,44
Healthy Start 263,615 - 263,615 324,566
Youth Development 13,224 - 13,224 8,328
Other Programs 189,639 - 189,639 163,507
Total Programs 2,696,365 - 2,696,365 2,553,847
Fundraising 15,610 - 15,610 13,484
Management and General 390,514 - 390,514 378,556
Total Expenses 3,102,489 - 3,102,489 2,945,887
Change in Net Ass $ 12559¢ $ 30,67¢ $ 156,27: $ 96,06¢

The accompanying notes are an integral part oktfipancial statements.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Combined Statement of Functional Expenses

For the Year Ended June 30, 2019

(With Comparative Totals for the Year Ended June 30, 2018)

Wages

Payroll Taxes and Benefits (Note 6)
Outside Services

Occupancy

Supplies

Training, Travel and Conference
Equipment and Vehicle Expense
In-kind Expense (Note 13)
Insurance

Telephone

Professional Fees

Utilities

Depreciation

Project Expenses

Mileage Reimbursement

Dues and Membership

Direct Fundraising Expense
Postage, Printing and Advertising
Bad Debt Expense

Fees

Client Assistance

Other Expenses

Total Expens

2019

Program Management 2018

Services and General Fundraising Total Total
$1,256,411 $ 237,325% 4,670  $1,498,406 $1,535,702

403,779 66,043 1,242 471,064 470,665
405,517 693 - 406,210 208,779
149,736 14,381 - 164,117 172,032
120,830 6,437 464 127,731 133,351
97,417 6,282 - 103,699 90,503
61,443 - - 61,443 62,265
59,461 - - 59,461 59,101
36,256 130 - 36,386 34,823
28,023 2,913 - 30,936 31,447
2,070 20,373 - 22,443 25,023
17,015 3,960 - 20,975 22,885
20,459 - - 20,459 11,758
18,181 - - 18,181 26,288
13,752 2,988 - 16,740 17,034
- 15,425 - 15,425 6,615
3,242 - 9,046 12,288 7,150
1,275 4,949 188 6,412 13,258
- 4,720 - 4,720 1,030
- 3,497 - 3,497 2,957
951 - - 951 10,123
547 398 - 945 3,098
$2,696,36 $ 390,51 $ 1561( $3,102,48 $2,945,88

The accompanying notes are an integral part oktfipancial statements.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Net Assets, June 30, 2017
Change in Net Assets
Net Assets, June 30, 2018
Change in Net Assets

Net Assets, June 30, 2(

The accompanying notes are an integral part oktfinancial statements.

Combined Statements of Changes in Net Assets
For the Years Ended June 30, 2019 and 2018

Net Assets Without Net Assets With Total
Donor Restrictions  Donor Restrictions Net Assets
$ 839,54% 108,966 $ 948,515
93,743 2,325 96,068
$ 933,292 111,291 $ 1,044,583
125,598 30,676 156,274
$ 1,058,891 $ 141,96° $ 1,200,85
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Combined Statements of Cash Flows
For the Years Ended June 30, 2019 and 2018

2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Government Agencies $ 2,972,436 2,419,818
Cash Received from Nongovernmental Contracts,

Grantors, Donors and Other Receipts 421,642 311,897
Interest Income 65 653
Cash Paid to Employees and Vendors (3,041,190) (2,858,969)

Net Cash Provided (Used) by Operating Activifhéste 7) 352,953 (126,601)

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Fixed Assets (56,055) (63,688)
Net Cash Used by Investing Activit (56,055 (63,688
CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings from Note Payable 56,055 -
Payments on Notes Payable (1,290) -
Net Cash Provided by Financing Activities 54,765 -
Net Increase (Decrease) in Cash for the Year 351,663 (190,289)
CASH BALANCE, BEGINNING OF YEAR 160,498 350,787
CASH BALANCE, END OF YEAF $ 512,16: $ 160,49¢

The accompanying notes are an integral part oktfipancial statements.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to the Combined Financial Statements
June 30, 2019

Note 1. ORGANIZATION

Family Support Services of West Hawaii (FSSWH) wasorporated in April, 1981 as a non-profit
corporation under the laws of the State of Hawalilhe FSSWH’'s mission is to support families and
communities in providing love and care for our drein. In fulfilling this mission, the FSSWH operat
programs that assist and support families withdcaih. Funding for the programs is primarily thrbug
government contracts and various foundation grafR&nily Support Services of West Hawaii operate
facilities and programs in Kailua-Kona, Waimea,d;{l&ind Ka'u on the Big Island of Hawaii.

Island Therapeutic Specialists (ITS) is a limitedility corporation organized in July 2013 undee taws of
the State of Hawaii. Family Support Services ofsidawaii acquired ITS during 2016. Intercompany
transactions have been incorporated into the combfmancial statements. Collectively, Family Suppo
Services of West Hawaii and Island Therapeuticigfists are referred to as the Organization.

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Revenue and Expense Recognition: The Organization follows standards of accounting fimancial reporting

for voluntary health and welfare organizations ascdibed in the American Institute of Certified Fub
Accountants' Industry Guide for Audits of Voluntary Health and Welfare Organizations." Accordingly, the
financial statements are prepared on the accrusib & accounting. Under this method of accounting,
revenue is recognized when earned rather than wdwived, and expenses are recognized when incurred
rather than when paid. For contributions and donati revenue is recognized when the gift is receiFer
grants, revenue is recognized as the applicabléresgents are fulfilled.

Property and Equipment: Property and equipment are stated at cost. Diggi@t is computed on the
straight-line basis over the estimated useful lieéshe assets, which range from 3 to 15 years.e Th
Organization capitalizes expenses over $5,000 arsgful life of more than one year. Donated priypand
equipment are recorded as revenue at their estinfiatevalue. Such donations are reported as tnioes
revenue unless the donor has restricted the doaatsd to a specific purpose.

Assets purchased with contract funds revert backhé grantee organization upon termination of their
intended use. However, management intends tohasadgsets for their intended purposes for theofifdhe
assets and the likelihood of the assets ever hawibg returned to the grantors is remote.

Cash and Cash Equivalents: For the purpose of the combined statement of fas¥s, cash is defined as
demand deposits, petty cash on hand and savingarasc

Accounts Receivable: Accounts receivable represent revenue earned anhgileboeceived from grants and
contracts. Accounts receivable are written off whmanagement determines they will not be collected.
Management analyzes the allowance for doubtful @asobased on the current make up of the accounts
receivable balance and past history. Based onathasysis, management has determined an allowamce f
doubtful accounts is not necessary as of June®@® and 2018.

Deferred Revenue: Deferred revenue represents funds received fjomernment and foundation contracts

which were not yet earned. Most of the contratitsvafor these funds to be used and thus, earndtian
subsequent year. There was no deferred revenaedaahit June 30, 2019 and 2018.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to the Combined Financial Statements
June 30, 2019

Note 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE8Continued)

Use of Estimates: The preparation of combined financial statementsanformity with generally accepted
accounting principles in the United States of Amerirequires management to make estimates and
assumptions that affect certain reported amountsdisclosures. Accordingly, actual results couiified
from those estimates.

Note 3. NET ASSETS AND NEW ACCOUNTING PRONOUNCEMESNT

On August 18, 2016, the FASB issued ASU 2016-14;fbbieProfit Entities (Topic 958) Presentation of
Financial Statements of Not-for-Profit Entities. Family Support Services of West Hawaii has adfighe
presentation of its financial statements accorgingpplying the changes retrospectively to the canaive
period presented. The new standards change tloevfoly aspects of the Organization’s financial stegsats:

The temporarily and permanently restricted nettagasses have been renamed net assets with donor
restrictions. The unrestricted net asset clasdbas renamed net assets without donor restrictions.

The changes have the following effect on net asdetane 30, 2018:

Net Asset Class Presented of ASU 2016-14
Unrestricted Net Assets $ 904,492 $ -
Unrestricted Board Designated 28,800 -
Temporarily Restricted Net Assets 88,291 -
Permanently Restricted Net Assets 23,000 -
Net Assets Without Donor Restriction - 904,492
Board Designated Net Assets Without Donor Restriction - 28,800
Net Assets With Donor Restriction - 111,291
Total Net Asse $ 1,044,58. $ 1,044,58.

Net assets, revenue, and support are classifieddbasa the existence or absence of donor-imposed
restrictions. Accordingly, net assets and chanigeiein are classified as follows:

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

or contributions with donor-imposed restrictionsttlare met during the same year as the contribusion
made. Net assets without donor restrictions denaggroperty and equipment represent equity in such
property and equipment. They are available forpsupof all organizational operations and servideést
assets without donor restrictions may be desigriayatie board of directors for specific purposarat time.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to the Combined Financial Statements
June 30, 2019

Note 3. NET ASSETS AND NEW ACCOUNTING PRONOUNCEMEHNTContinued)

Net assets with donor restriction include amouhtt the donor subjects to restrictions in perpgtaitd
amounts subject to legal or donor-imposed stipotatithat may or will be met either by actions o th
Organization and/or passage of time. Contributisitls restriction are reported as increases in as¢i@ with
donor restriction. When the restriction is met #meount is reclassified to unrestricted net asselseported
in the consolidated statement of activities as asdets released from restrictions. If a donatiathh w
restrictions is received and the purpose is mahduhe year it is reported as net assets withesttictions.

Net assets with donor restriction as of June 30920hd 2018 were as follows:

2019 2018
Newborn Enhanced Support Team $ 82,847 $ 43,643
FISH Speech 15,000 -
ECE - First Foods 11,791 29,803
Agency Project 6,932 11,633
Promising Minds 2,397 -
Castle Grant - 3,212
Tota $ 118,96 $ 88,29

Net assets with donor restriction through perpgtare also included in the net asset with donarioti®n.
These net assets represent endowment funds rec@imed donors subject to the restrictions of gift
instruments requiring the principal to be maintdiristact and only the investment income to be used
provide sustainable funding of programs and seswgkich support the mission of Family Support Sarsi
of West Hawaii. Investment income from certain @mchent funds is restricted for specified purposiet
assets with donor restriction through perpetuityen®23,000 as of June 30, 2019 and 2018.

The Uniform Prudent Management of Institutional &sidct (UPMIFA) applies to nonprofit organizatians
Hawaii. UPMIFA updates the prudence standard fermianagement and investment of charitable funds, an
it amends the provisions governing the release mdlification of restrictions on charitable funds.
Management has evaluated the provisions of thelatdrand has concluded that the adoption of UPM{FA
fiscal year 2019 did not have a significant eff@etthe Organization’s combined financial statements

The financial statements include a new disclosboigliquidity and availability of resources (Nd@).
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to the Combined Financial Statements
June 30, 2019

Note 4. INVESTMENTS

Family Support Services of West Hawaii has confarieeFASB ASC 820-10-50-1 which establishes a fair
value hierarchy for inputs used in measuring faarkat value that maximizes the use of observalgat:
and minimizes the use of unobservable inputs byireg that the most observable inputs be used when
available. Observable inputs are those that maudeticipants would use in pricing the asset orilligtbhased

on the best information available in the circumeta This fair value hierarchy consists of threeat
levels:

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

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

» Level 3 inputs consist of significant unobservahlguts and include situations where there is liifle
any, market activity for the investment. The irpraquire significant judgment or estimates, sueh a
those associated with discounted cash flow metlogikd and appraisals.

Fair values of assets measured on a recurring basigs follows, there are no liabilities or otlssets
measured at fair value on a recurring or non-réogitsasis.

Quoted  gignificant  Significant Non- Quoted  gignificant  Significant Non-
Total Prices:  Other Inputs: Observable Total Prices:  Other Inputs: Observable Input:
Assets 2019 Level 1 Level 2 Inputs: Level 3 Assets 2018 Level 1 Level 2 Level 3
Stocks $ 59,866 $59,866 $ - $ - Stocks $ 55,047 $55,047 $ - $
Bonds 39,347 39,347 Bonds 36,128 36,128
Total $99,21: $99,21! $ - $ - Total $91,17¢ $91,17¢ $ - $

Note 5. FUNCTIONAL ALLOCATION OF EXPENSES

The costs of providing the various programs anwities have been summarized on a functional basike
statement of activities. Accordingly, certain sobive been allocated among the programs and sungpor
services benefited.

Note 6. 401(k) PLAN

The Organization has a retirement plan with Fishedtments in which there is no limit on employee
contributions and the Organization matches up to 84r the year ended June 30, 2019 and 2018 0thgy4
retirement plan contributions by the Organizatierev$49,152 and $53,441 respectively.
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FAMILY SUPPORT SERVICES OF WEST HAWAII
Notes to the Combined Financial Statements

June 30, 2019

Note 7. RECONCILIATION OF CHANGE IN NET ASSETS WHINET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

2019 2018

Change in Net Assets $ 156,274 $ 96,068
Add in Depreciation 20,459 11,758
Unrealized Gain on Investments (8,048) (7,198)
Bad Debt Expense 4,720 1,030
Change in Accounts Receivable - Grants and @otstr 202,889 (245,215)
Change in Prepaid Expenses 19,675 (1,010)
Change in Investment Equity 10 (320)
Change in Security Deposits 229 -
Change in Accounts Payable (32,927) 24,770
Change in Accrued Payroll Expenses (10,328) (6,484)
Net Cash Provided (Used) by Operating Activ $ 352,950 $ (126,601

Note 8. LINE OF CREDIT

Family Support Services of West Hawaii has secwelihe of credit with the Bank of Hawaii with a
maximum borrowing of $150,000. The line of cregipires in September 2020 and has a zero balarmfe as
June 30, 2019 and 2018, respectively.

Note 9. CONCENTRATIONS

During the year ended June 30, 2019 and 2018, tganzation received approximately 85% and 89%,
respectivelyof its revenue from government contracts, most bictv are awarded by the State of Hawaii.
Significant reductions, if any, could have an adeeeffect on the Organization's ability to continue
operations. The ultimate determination of amouat®ived under these programs generally is based up
allowable units of service delivered to and audiigdhe government. Until such audits have beenpteted
and a final settlement has been reached, therts exiontingency to refund any amount receivekaess of
allowable costs.

Note 10. COMBINED FINANCIAL STATEMENT PRESENTATION

The combined financial statements include certaiorfyear summarized information in total but ngt et
asset class. Such information does not includiEcgrft detail to constitute a presentation in @snfity with
generally accepted accounting principles. Accalyinsuch information should be read in conjunctidgith

the Organization’s combined financial statements tfee year ended June 30, 2018, from which the
summarized information was derived.

Page 13



FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to the Combined Financial Statements
June 30, 2019

Note 11. FUTURE LEASE PAYMENTS

The Organization leases facilities in several liocest in order to fulfill its mission. In additiorthe
Organization entered into certain operating leésesquipment and vehicles. Rental expense was,$2@

for the year ended June 30, 2019. The followingedale shows the non-cancelable portion of lease
obligations to Family Support Services of West Hiawa

2020 $ 49,694
2021 $ 35,67¢

202z $ 21,08t
2023 $ 8,448

Note 12. INCOME TAXES

Family Support Services of West Hawaii is exemptrfrFederal income taxes pursuant to Internal Reenu
Code Section 501(c)(3), and exempt from State imctares under Section 237-23(b) of the Hawaii Reelis
Statutes. Therefore no provision for Federal @teSincome taxes is required for the combined firadn
statements.

The accounting standard on accounting for uncdytaim income taxes addresses the determination of
whether tax benefits claimed or expected to barddion a tax return should be recorded in the coscbi
financial statements. Under that guidance, the @rgéion may recognize the tax benefit from an uiade

tax position only if it is more likely than not théne tax position will be sustained on examinatigrntaxing
authorities based on the technical merits of th&tipm. Examples of tax positions include the taerapt
status of the Organization and various positiotege@d to the potential sources of unrelated busitesable
income (UBIT). The tax benefits recognized in doenbined financial statements from such a positien
measured based on the largest benefit that hasadegithan 50% likelihood of being realized upaimalte
settlement.

There were no unrecognized tax benefits identifiedrecorded as liabilities for fiscal year 2018.eTh
Organization files it$orms 990 in the U.S. federal jurisdiction and the officetbé state's Attorney General
for the State of Hawaii. The Organization is gehlyrao longer subject to examination by the Intérna
Revenue Service for years before 2016.

Note 13. DONATED SERVICES

UnderFASB ASC 958, in-kind contributions of donated services thaate or enhance non-financial assets or
that require specialized skills provided by indivéds possessing those skills, and which would &lpyiceed

to be purchased if not provided by donation, asegaized and recorded at their fair values in theog
received. During the year ended June 30, 20190tiganization recognized $59,461 in donated rentte
facilities in Kealakehe and Greenwell.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to the Combined Financial Statements
June 30, 2019

Note 14. RECLASSIFICATION

Certain reclassifications have been made to tloe pear’s financial statements to conform to therent year
presentation. These reclassifications have nacteffia previously reported results of operations aetl
assets.

Note 15. RECENT ACCOUNTING PRONOUNCEMENTS

In February 2016, the FASB issued ASU 2016-02, ésawhich supersedes FASB Accounting Standards
Coadification (ASC) Topic 840, Leases, and makegiotionforming amendments to U.S. GAAP. ASU 2016-
02, requires, among other changes to the leaseiaticg guidance, lessees to recognize most leaséiseo
balance sheet via a right-of-use asset and leabéitli as well as additional qualitative and quittive
disclosures. ASU 2016-02 is effective for entitychl years beginning after December 15, 2019, éunits
early adoption, and mandates a modified retrosgettansition method. The provisions are effecforethe
Organization’s fiscal year ending June 30, 2021n3gment is currently evaluating the impact that th
adoption of these provisions will have on the fitiahstatements.

In November 2016, the FASB issued ASU 2016-18 eBtaht of Cash Flows (Topic 230): Restricted Cash,
which requires that a statement of cash flows éxptee change during the period in the total ofh¢assh
equivalents, and amounts generally described ddcted cash or restricted cash equivalents. Assalt,
amounts generally described as restricted caslhremtdcted cash equivalents should be included eéish
and cash equivalents when reconciling the beginafqgeriod and end-of-period total amounts showrhmn
statement of cash flows. The new standard is @ffeddr public business entities for fiscal yeaeginning
after December 15, 2017, and interim periods withose fiscal years. For all other entities, theadments
are effective for fiscal years beginning after Daber 15, 2018, and interim periods within fiscahrge
beginning after December 15, 2019. Early adopti®npérmitted. The provisions are effective for the
Organization’s fiscal year ending June 30, 2021e @mendments should be applied using a retrospectiv
transition method to each period presented. Managerm currently evaluating the impact that thepdidn

of these provisions will have on the financial staénts.

In May 2014, the FASB issued ASU 2014-09, RevemoenfContracts with Customers, which requires an
entity to recognize revenue to depict the transfgaromised goods or services to customers in asuatrthat
reflects the consideration to which the entity estpdo be entitled in exchange for those goodsorices.

An entity also should disclose sufficient quanitatand qualitative information to enable userdimdncial
statements to understand the nature, amount, tjraimgy uncertainty of revenue and cash flows arifiog
contracts with customers. The new standard is ®@ffedor the entity for annual periods in fiscalaye
beginning after December 15, 2018 (as amended gu#t2015 by ASU 2015-14, Deferral of the Effective
Date). The provisions are effective for the Orgatan’s fiscal year ending June 30, 2020. Managémiees
not expect the adoption of these provisions to lasignificant impact on the financial statements.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to the Combined Financial Statements
June 30, 2019

Note 16. SUBSEQUENT EVENTS

In preparing these combined financial statemehtsQrganization has evaluated events and tranaadio
potential recognition or disclosure through Novemb@, 2019, the date the combined financial statésne
were available to be issued.

Note 17. LIQUIDITY AND AVAILABILITY OF FINANCIAL AS SETS

Management’s policy is to structure its financiasets to be available as its general expenditliad¢sljties
and other obligations come due.

Financial Assets at June 30, 2019 $ 512,161
Less those unavailable for general expenekt

Restricted by donor with purpose restitti (141,967)
Financial assets available to meet cash needs for
general expenditures within one 'y $ 370,19«

In addition to the financial assets available abte Organization has the ability to borrow on dheredit
noted in Note 8.

Note 18. NOTE PAYABLE

In May 2019, the Organization entered into an agesd with the Bank of Hawaii to purchase four védsc
they had previously leased at fair market valuée Toan calls for month principal and interest pagis of
$1,291 and bears interest at 5%. The loan is eddoy the vehicles and matures in May 2023. [Eutur
minimum principal payments on the loan are as fadlas of June 30:

$
2020 13,050
$
2021 13,718
$
2022 14,420
$
2023 13,577
$
Total 54,765
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2019

Federal Grantor / Pass-through Federal CFDA Grant Federal
Grantor/ Program Title Number Number Expenditur es
United States Department of Agriculture
Passed through the State of Hawaii, Office of Educatiawaii Child Nutrition Progran
Child and Adult Care Food Program 10.558 Agreement # 2135-1 $ 9,906
Total United States Department of Agriculture passedititrgprograms 9,906
United States Department of Health and Human Ser vices:
Head Start 93.600 09CH9144 1,159,081
Subtotal Department of Health and Human Servicesidarograms 1,159,081
Passed through the State of Hawaii, Department of HiBeavices:
Child Care and Development Block Grant 93.575 DHS-17-CCP0-4062, SA2 85,397
Temporary Assistance for Needy Fami 93.55¢ DHS-16-P0OS-3051, S/ 185,85
Subtotal Department of Health and Human Servicesega$firough programs 271,249
Total Department of Health and Human Services programs 1,430,330
Total expenditures of federal awards $ 1,440,236

See accompanying notes to schedule of expenditiifesieral awards.
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FAMILY SUPPORT SERVICES OF WEST HAWAII

Notes to Schedule of Expenditures of Federal Awards
For the year ended June 30, 2019

Note A. BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Fédevards includes the federal grant activity of Fgm
Support Services of West Hawaii programs of thefaldgovernment for the year ended June 30, 2019.

The information in this Schedule is presented icoatance with the requirements Ttle 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards (Uniform Guidance)Because the Schedule presents only a selectddrport
of the operations of Family Support Services of WHdawaii, it is not intended to and does not préskea
combined financial position, changes in net assetsash flows of Family Support Services of Weatdlii.

Note B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting: Expenditures reported on this schedule are repantethe accrual basis of accounting.
Such expenditures are recognized following the pastiples contained in thdniform Guidance, wherein
certain types of expenditures are not allowablarerimited as to reimbursement.

Indirect Cost Rate: The Organization has not elected to use the 18@%idimus cost rate.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL C&BR FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUD' OF COMBINED
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Management and Board of Directors of
Family Support Services of West Hawaii
Kailua-Kona, Hawaii 96740

We have audited, in accordance with the auditimnddrds generally accepted in the United States of
America and the standards applicable to finanaidita contained irGovernment Auditing Sandards issued

by the Comptroller General of the United Stateg dombined financial statements of Family Support
Services of West Hawaii (a nonprofit organizatiowjjich comprise the combined statement of financial
position as of June 30, 2019, and the related comebstatements of activities, and cash flows feryar
then ended, and the related notes to the combinaddial statements, and have issued our reporeédhe
dated November 28, 2019.

Internal Control Over Financial Reporting

In planning and performing our audit of the comblirfamancial statements, we considered Family Suppor
Services of West Hawaii's internal control overdfintial reporting (internal control) to determine thudit
procedures that are appropriate in the circumsgftrehe purpose of expressing our opinion orfitrencial
statements, but not for the purpose of expressingpaion on the effectiveness of Family Supponvises

of West Hawaii's internal control. Accordingly, wdo not express an opinion on the effectivenesdef t
Organization’s internal control.

A deficiency in internal control exists when the design or operation of a contoalsdnot allow management
or employees, in the normal course of performirgjrthssigned functions, to prevent, or detect amdect,
misstatements on a timely basis.n&terial weakness is a deficiency, or a combination of deficiencias,
internal control, such that there is a reasonalgssipility that a material misstatement of the tgii
combined financial statements will not be preventedletected and corrected on a timely basisgAificant
deficiency is a deficiency, or a combination of deficiencies,internal control that is less severe than a
material weakness, yet important enough to meen#bn by those charged with governance.

Our consideration of internal control was for tlmited purpose described in the first paragraphhid
section and was not designed to identify all deficies in internal control that might be materiabknesses
or significant deficiencies. Given these limitasomuring our audit we did not identify any defrages in
internal control that we consider to be materiabkvesses. However, material weaknesses may eaist th
have not been identified.

Maui: Big Island:
1885 Main Street, Suite 408V ailuku, Hawaii 96793 Location: 136 Kinoole StreetHilo, Hawaii 96720
310 Ohukai Road, Suite 30K ihei, Hawaii 96753 Mailing: P.O. Box 4372Hilo, Hawaii 96720
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Compliance and Other Matters

As part of obtaining reasonable assurance abouthehd=amily Support Services of West Hawaii's
combined financial statements are free from mdterisstatement, we performed tests of its compbanith
certain provisions of laws, regulations, contraetsg grant agreements, noncompliance with whichHdcou
have a direct and material effect on the deternanaif financial statement amounts. However, primgdan
opinion on compliance with those provisions was anotobjective of our audit, and accordingly, wernad
express such an opinion. The results of our testsoded no instances of noncompliance or othetersathat
are required to be reported un@®vernment Auditing Standards.

Pur pose of this Report

The purpose of this report is solely to descritleedtope of our testing of internal control and cliemge and
the results of that testing, and not to provideopmion on the effectiveness of the Organizatianternal
control or on compliance. This report is an intégeat of an audit performed in accordance v@thvernment

Auditing Standards in considering the Organization’s internal contemid compliance. Accordingly, this
communication is not suitable for any other purpose

Carbonarne CP4s & Management Groups

Hilo, Hawaii
November 28, 2019
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACMAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BYHE UNIFORM GUIDANCE

To the Management and Board of Directors of
Family Support Services of West Hawaii
Kailua-Kona, Hawaii 96740

Report on Compliance for Each Major Federal Program

We have audited Family Support Services of West aiicsvcompliance with the types of compliance
requirements described in t@iB Compliance Supplement that could have a direct and material effect on
each of Family Support Services of West Hawaii’ganéederal programs for the year ended June 30920
Family Support Services of West Hawaii’s major f@di@rograms are identified in the summary of aurtht
results section of the accompanying Schedule afifgs and Questioned Costs.

Management's Responsibility

Management is responsible for compliance with #gguirements of laws, regulations, contracts, aehtgr
applicable to its federal programs.

Auditor’'s Responsibility

Our responsibility is to express an opinion on chamge for each of Family Support Services of West
Hawaii's major federal programs based on our aatlithe types of compliance requirements referred to
above. We conducted our audit of compliance in mtanmce with auditing standards generally accepteld
United States of America; the standards applicabl&énancial audits contained iGovernment Auditing
Sandards, issued by the Comptroller General of the Unitadtes; andTitle 2 U.S Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Unif@udance require that we plan and
perform the audit to obtain reasonable assurancetathether noncompliance with the types of conmuéa
requirements referred to above that could haverectdiand material effect on a major federal program
occurred. An audit includes examining, on a testidyeevidence about Family Support Services of West
Hawaii's compliance with those requirements andfgeering such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonables lfas our opinion on compliance for each majoreied
program. However, our audit does not provide allelgéermination of Family Support Services of West
Hawaii's compliance.
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Opinion on Each Major Federal Program

In our opinion, Family Support Services of West lawomplied, in all material respects, with thpag of
compliance requirements referred to above thatdchalve a direct and material effect on each ofniagor
federal programs for the year ended June 30, 2019.

Report on Internal Control Over Compliance

Management of Family Support Services of West Haigaresponsible for establishing and maintaining
effective internal control over compliance with ttypes of compliance requirements referred to abbve
planning and performing our audit of compliance, c@asidered Family Support Services of West Hawaii’
internal control over compliance with the typeseaxjuirements that could have a direct and matefiatt on
each major federal program to determine the awgdgnocedures that are appropriate in the circurastafor
the purpose of expressing an opinion on complidmceach major federal program and to test andrtapo
internal control over compliance in accordance vilte Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of malecontrol over compliance. Accordingly, we do not
express an opinion on the effectiveness of Familgp®drt Services of West Hawaii's internal contrekp
compliance.

A deficiency in internal control over compliance exists when the design or operation of a contraro
compliance does not allow management or employiaegie normal course of performing their assigned
functions, to prevent, or detect and correct, nomg@mnce with a type of compliance requirement édderal
program on a timely basis. Aaterial weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal controleoxcompliance, such that there is a reasonabldbjiligs
that material noncompliance with a type of complmrrequirement of a federal program will not be
prevented, or detected and corrected, on a timasisb A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficienciesinternal control over compliance with a type
of compliance requirement of a federal program ihé&ss severe than a material weakness in irtteomérol
over compliance, yet important enough to meritrditte by those charged with governance.

Our consideration of internal control over comptiarwas for the limited purpose described in thst fir
paragraph of this section and was not designedeaatify all deficiencies in internal control ovesrapliance
that might be material weaknesses or significafitidacies. We did not identify any deficienciesimernal
control over compliance that we consider to be natereaknesses. However, material weaknesses risty e
that have not been identified.

The purpose of this report on internal control os@mpliance is solely to describe the scope oftesting of
internal control over compliance, and the resuftshat testing based on the requirements of thefddmi
Guidance. Accordingly, this report is not suitatdeany other purpose.

Carbonaroe CP4s & Management Groups

Hilo, Hawaii
November 28, 2019

Page22



FAMILY SUPPORT SERVICES OF WEST HAWAII

Schedule of Findings and Questioned Costs
For the year ended June 30, 2019

A. SUMMARY OF AUDIT RESULTS

Combined financial statements

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

. Significant Deficiencies No

. Material Weaknesses No

Noncompliance which is material to the combineaficial statements noted: No

Federal Awards
Internal control over Major Programs:

. Significant Deficiencies No
. Material Weaknesses No
Type of auditor’s report issued in regards to majagram compliance: Unmodified

The programs tested as the major programs were:

Federal CFDA Grant
Number Number

United States Department of Education:
Head Start 93.600 09CH9144

The threshold for distinguishing between Type A @gde B programs was  $750,000
Auditee qualified as a low-risk auditee Yes

B. FINANCIAL STATEMENT FINDINGS
None noted.

C. FINDINGS AND QUESTIONSCOSTS- MAJOR FEDERAL AWARD PROGRAM
None noted.

D. SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
None
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