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Wikoff Combs & Co., LLC
Certified Public Accountants

Independent Auditors’ Report

Board of Directors
Hawaii Public Health Institute

We have audited the accompanying financial statements of Hawaii Public Health Institute (a
nonprofit organization), which comprise the statement of financial position as of December 3 1,
2015, and the related statements of activities, functional expenses, and cash flows for the year
then ended, and the related notes to the financial statements.

Management’s Responsibiityfor the Financial Statements

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

Auditors ‘ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the Organization’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Organization’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Hawaii Public Health Institute, as of December 3 1, 2015,
and the changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

74 4 ,
Honolulu, Hawaii
September 1 5, 2016
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HAWAII PUBLIC HEALTH INSTITUTE

Statement of Financial Position

December 31, 2015

ASSETS

Current assets
Cash S 275,108
Funds held in trust 18,057
Receivables:

Accounts receivable $ 282,031
Contribution 50,000 332,031

Prepaid expenses and other assets 10,072

Total current assets 635,268

Furniture and equipment 12,209
Less accumulated depreciation 3,877 8,332

Total assets $643,600

LIABILITIES AND NET ASSETS

Current liabilities
Accountspayable $ 34,627
Accrued liabilities 12,060
Funds held in trust 18,057
Refundable advances 42,063

Total current liabilities 106,807

Net assets
Unrestricted $ 486,793
Temporarily restricted 50,000 536,793

Total liabilities and net assets $ 643,600

See accompanying notes to financial statements.
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HAWAII PUBLIC HEALTH INSTITUTE

Statement of Activities

For the Year Ended December 31, 2015

Unrestricted
Temporarily
Restricted Total

Revenue and support
Government contracts
Contributions
Program income
Other income
Loss on disposition of fixed assets
Net assets released from restrictions

Total revenue and support 1,118,850 (18,117) 1,100,733

Expenses
Program services

Supporting services:
Management and general
Fund-raising

Total expenses

Changes in net assets

1,052,001 - 1,052,001

74,342
34,039

(40,264)

___________

Net assets, beginning of year, as restated 419,944 68,117 488,061

Net assets, end of year S 486,793 $ 50,000 $_ 536,793

See accompanying notes to financial statements.

$ 954,681 $ - $ 954,681
25,762 50,000 75,762
56,000 - 56,000
18,639 - 18,639
(4,349) (4,349)
68,117 (68,117)

924,019 - 924,019

Total supporting services

109,762
18,220

127,982

109,762
18,220

- — 127,982

Net assets, beginning of year, as previously reported
Adjustments
Reclassifications

(18,117)66,849

379,680

40,264

48,732

454,022
34,039
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HAWAII PUBLIC HEALTH INSTITUTE

Statement of Functional Expenses

For the Year Ended December 3 1 , 2015

Supporting Services

Total
Program Management Supporting Total
Services and General Fundraising Services Expenses

Leasedemployees $ 503,270 $ 48,019 $ 5,402 53,421 $ 556,691
Professional and contract services 1 82,808 49,566 1 1,542 61,108 243,916
Occupancy 54,057 3,005 693 3,698 57,755
Training 46,961 - 46,961
Travel and transportation 37,409 3,259 3,259 40,668
Printing and copying 26,866 50 12 62 26,928
Officeexpenses 16,979 611 146 757 17,736
Staffdevelopment 15,739 1,478 16 1,494 17,233
Telecommunicationservices 13,676 759 130 889 14,565
Meetings 7,269 1,783 12 1,795 9,064
Otherexpenses 7,634 666 139 805 8,439
Supplies 7,961 - 7,961
Insurance 2,066 206 48 254 2,320
Depreciation 1,324 360 80 440 1,764

Total expenses $ 924,019 $ 109,762 $ 18,220 $ 127,982 $ 1,052,001

See accompanying notes to financial statements.
5



HAWAII PUBLIC HEALTH INSTITUTE

Statement of Cash Flows

For the Year Ended December 3 1 , 2015

Cash flows from operating activities
Changes in net assets $ 48,732
Adjustments to reconcile changes in net assets to net cash

used in operating activities:
Depreciation expense $ 1,764
Prior period adjustments 34,039
Losses on disposition of fixed assets 4,349
(Increase) decrease in assets:

Funds held in trust (3,445)
Accounts receivable (62,986)
Contribution receivable (50,000)
Prepaid expenses and other assets (3,241)

Increase (decrease) in liabilities:
Accounts payable (5,259)
Accrued liabilities 2,717
Refundable advances 2,952
Funds held in trust 3,445 (75,665)

Net cash used in operating activities (26,933)

Cash flows from investing activities
Purchase of equipment (5,086)

Net decrease in cash (32,019)

Cash at beginning of year 307,127

Cash at end of year $ 275,108

See accompanying notes to financial statements.
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HAWAII PUBLIC HEALTH INSTITUTE

Notes to Financial Statements

December 31, 2015

Organization and Operations

The Coalition for a TobaccoFree Hawaii (Organization) was incorporated in the State of
Hawaii in October 2006, as a nonprofit organization with the sole mission to reduce tobacco use
through education, community systems change and advocacy. Effective 2013, the Organization
changed its name to Hawaii Public Health Institute to better reflect the expanded mission.

The Organization receives the majority of its revenue and support from the Tobacco Prevention
and Control Trust Fund and government contracts.

The Organization is a nonprofit organization as described in Section 501(c)(3) of the Internal
Revenue Code and is exempt from federal and State income taxes. The Organization has
also been classified as an entity that is not a private foundation within the meaning of Section
509(a) and qualifies for deductible contributions as provided in Section 1 70(b)(1)(A)(vi).

1. Summary of Significant Accounting Policies

Basis of Accounting

The Organization prepares its financial statements in accordance with generally
accepted accounting principles promulgated in the United States of America for not
forprofit organizations. The significant accounting and reporting policies used by
the organization are described below to enhance the usefulness and understandability
of the financial statements.

Receivables

Receivables are carried at the original invoice amount less an estimate made for
allowance for doubtful accounts based on a review of all outstanding accounts.
Management determines the allowance for doubtful accounts by identifying troubled
accounts, considering the debtor’ s financial condition and current economic
conditions, and using historical experience applied to an aging of the receivables.
Receivables are expensed when deemed uncollectible, Recoveries of receivables
previously expensed are recorded when received. Management has determined that
no allowances are necessary as all the receivables are deemed collectible.
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HAWAII PUBLIC HEALTH INSTITUTE

Notes to Financial Statements

December 31, 2015

L Summary of Significant Accounting Policies, continued

Furniture and Equipment

Furniture and equipment of $ 1 ,000 or more with an estimated useful life of at least one
year are capitalized and recorded at cost. Donated assets are recorded at their estimated
fair value at the date of donation. Depreciation is calculated using the straight4ine
method based on the estimated useful lives, ranging from five to seven years. Upon
disposition, the cost and related accumulated depreciation are removed from the
accounts and the resulting gain or loss is reflected in the accompanying financial
statements.

Funds Held in Trust

Funds held in trust are monies collected and disbursed on behalf of others under
arrangements whereby the Organization does not have unilateral power to redirect the
use of the funds. A liability is recorded in the accompanying financial statements for
these funds held in trust and is maintained until the monies are disbursed.

Net Assets

The Organization’s net assets and changes therein are classified and reported as
follows:

Unrestricted net assets are all the remaining net assets of the Organization. The only
limits on unrestricted net assets are broad limits resulting from the nature of the
Organization and purposes specified in its articles of incorporation or bylaws and any
limits resulting from contractual agreements.

Temporarily restricted net assets comprise gifts; including pledges and trusts, as well
as income and gains that can be expended, for which restrictions have not yet been
met. Such restrictions include purpose restrictions wherein donors have specified the
purpose for which the net assets are to be spent or time restrictions are imposed or
implied by the nature of the gift (pledges to be paid in the future and unappropriated
earnings of the permanent endowments). When a restriction is fulfilled, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the
statement of activities as net assets released from restrictions.

Permanently restricted net assets represent the historical dollar amounts of gifts,
including pledges and trusts, subject to donorimposed stipulations to be invested in
perpetuity, and only the income may be available for program operations. The
Organization has no permanently restricted net assets.
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HAWAII PUBLIC HEALTH INSTITUTE

Notes to Financial Statements

December 31, 2015

L Summary of Significant Accounting Policies, continued

Contributions

Contributions are recorded as revenue when an unconditional promise to give has been
made. Contributions are recorded as unrestricted, temporarily restricted, or permanently
restricted, depending on the donor intent.

Contributions receivable that are expected to be collected within one year are
recorded at their net realizable value. Contributions receivable that are expected to be
collected in future years are recorded at the present value of estimated future cash
flows. The discounts in those amounts are computed at the rate commensurate with
the risks involved based upon the rate applicable to the year in which the promise is
received.

Donated Services

Donated services are recognized as contributions if the services (a) create or enhance
nonfinancial assets or (b) require specialized skills, are performed by people with
those skills, and would otherwise be purchased by the Organization. Volunteers also
provided tutoring and fundraising services throughout the year that are not
recognized as contributions in the financial statements since the recognition criteria
were not met.

Recognition of Government Revenue

Government contracts are received from the federal and State governments.
Revenues on cost reimbursement contracts are recognized when allowable and
reimbursable expenses are incurred, and upon meeting the legal and contractual
requirements of the funding source. Revenues from fee for service contracts are
recognized when the services required by the contractual agreements are satisfactorily
performed. These revenues are generally considered exchange transactions, and are
thereby recorded as revenues of the unrestricted net asset class. Government contract
receivables are recorded in the financial statements when allowable expenses have
been incurred but have not been reimbursed. Funding received in advance of the
applicable revenue recognition criteria is recorded as contract advance payments in
the financial statements.

9



HAWAII PUBLIC HEALTH INSTITUTE

Notes to Financial Statements

December 31, 2015

L Summary of Significant Accounting Policies, continued

Leases

Leases that transfer substantially all of the risks and benefits of ownership are
considered capital leases. Other leases are classified as operating leases. Capital
leases are amortized using the straight-line method over the lesser of their lease term
or their estimated useful lives.

Advertising Costs

Advertising costs are expensed as incurred.

Functional Classification of Expenses

The cost ofproviding various programs and supporting services has been summarized
on a functional basis in the financial statements. Accordingly, certain costs have been
allocated among program and supporting services benefited, based on the direct cost
incurred and management’s estimate ofresources consumed by the functions.

Use of Estimates

Preparing financial statements according to generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts of
assets and liabilities reported, the disclosure of contingent assets and liabilities, and
the revenues and expenses reported during the stated period. Actual results could
differ from management’ s estimates.

Income Taxes

Accounting principles generally accepted in the United States of America require the
effect of uncertain tax positions to be recognized in the financial statements if they
are more likely than not to fail upon regulatory examination. Management is not
aware of any uncertain tax positions. Tax returns are open for examination by the
taxing authorities until the statute of limitation expires. The Organization is no longer
subject to examination by taxing authorities for years ended on or before December
31, 2011.

Subscqpent Events

Management has evaluated subsequent events through the date of the independent
auditors’ report, which is the date the financial statements were available to be issued.
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HAWAII PUBLIC HEALTH INSTITUTE

Notes to Financial Statements

December 31, 2015

2. Contribution Receivable

At December 3 1, 2015, the Organization has a $50,000 of contribution receivable,
which is due within one year.

3 Lineof-Credit

The Organization has a $50,000 bank revolving line-ofcredit. Interest on the line is the
bank’s prime rate plus 2.5%. The line of credit is secured by all current and future
accounts the Organization maintains with the bank. At December 3 1 , 2015, the entire
line of credit was available. On February 12, 2016, the Organization closed the line of
credit.

In January 2016, the Organization obtained a new $50,000 line of credit with a different
financial institution. The line of credit is secured by receivables, inventory, furniture,
fixtures and equipment and bank deposit accounts. Interest on the line is the bank’s base
rate plus 2.0%.

4 Donated Services

The Organization received various donated services in connection with their program
services totaling $22,070 in 2015.

5 Lease Commitments

The Organization leases its administrative office under a noncancellable operating
lease through September 2019. In addition to the base rent, the Organization is
required to pay general excise tax and a prorata share ofbuilding operating expenses.
Total rent expense for the year ended December 3 1, 2015, was $49,810.

Future minimum lease payments on the above lease are as follows:

Year Ending
December 3 1 Amount

2016 $ 49,000
2017 50,000
2018 51,000
2019 39,000

Total minimum lease payments $ 189,000
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HAWAII PUBLIC HEALTH INSTITUTE

Notes to Financial Statements

December 31, 2015

6. Restrictions on Net Assets

Temporarily restricted net assets are released from donor restrictions primarily by
incurring expenses which satisfy the restricted purposes. Net assets released of $68,l 17
were for program and administrative expenditures.

Temporarily restricted net assets of $50,000 as of December 3 1 , 201 5, is restricted for
Advancing the Hawaii Physical Activity and Nutrition Plan.

7 Leased Employees

The Organization contracts an employee leasing company to manage all duties and
responsibilities associated with payroll and human resources of the Organization’s
personnel.

8 Employee Benefit Plan

The Organization offers a 401(k) retirement plan (Plan) through its employee leasing
company that covers all leased employees who have met certain age requirements.
Leased employees may make contributions through payroll deductions. The
Organization’s discretionary matching contributions to the Plan was $3,846 for the year
ended December 31, 2015.

9, Economic Dependency/Financial Support

The Organization received approximately 88% of its support and revenue from
various governmental agencies. A significant reduction in the level of this support, if
this were to occur, could have an adverse effect on the Organization’s programs and
activities.

1o Prior Period Adjustments and Reclassifications

Prior Period Adjustment

During 2014, the Organization received an $89,658 donation from a grantor and
expended $55,619 of the donation, which was recorded as fee-for-service income.
Management has determined that the remaining unspent balance of $34,039 should have
been reflected as temporarily restricted net assets. Accordingly, an adjustment was
made to properly reflect the restricted donation.
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HAWAII PUBLIC HEALTH INSTITUTE

Notes to Financial Statements

December 31, 2015

1o Prior Period Adjustments and Reclassifications, continued

Prior Period Reclassification

Management has determined that fee$orservice revenue was incorrectly reflected as
temporarily restricted net assets, which should have been reflected as unrestricted net
assets. As of January 1 , 201 5, the fee-forservice revenue of $40,264 was reclassified
from temporarily restricted net assets to unrestricted net assets.
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