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INDEPENDENT AUDITOR’S REPORT 
 
 

To the Board of Directors of  
Kamali’i Foster Family Agency, Inc. 
Lake Elsinore, California 
 
 
Report on the Audit of the Financial Statements 
 
Opinion 
 
We have audited the financial statements of Kamali’i Foster Family Agency, Inc., which comprise the 
statement of financial position as December 31, 2021, and the related statements of activities, functional 
expenses, and cash flows for the year then ended, and the related notes to the financial statements. 
 
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial 
position of Kamali’i Foster Family Agency, Inc. as of December 31, 2021, and the changes in its net assets 
and its cash flows for the year then ended in accordance with accounting principles generally accepted in 
the United States of America. 
 
Basis for Opinion 
 
We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of Kamali’i Foster Family Agency, Inc. and to meet our other ethical responsibilities, in 
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence 
we have obtained is sufficient and appropriate to provide a basis for our audit opinion. 
 
Responsibilities of Management for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of the financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 
 
In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about Kamali’i Foster Family Agency, 
Inc.’s ability to continue as a going concern for one year after the date that the financial statements are 
issued. 
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Auditor’s Responsibilities for the Audit of the Financial Statements 
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material 
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher 
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, 
misrepresentations, or the override of internal control. Misstatements are considered material if there is a 
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements. 
 
In performing an audit in accordance with GAAS, we: 
 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the financial statements, whether due to 

fraud or error, and design and perform audit procedures responsive to those risks. Such 
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in 
the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of Kamali’i Foster Family Agency, Inc.’s internal control. Accordingly, no such opinion 
is expressed. 

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the 
financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about Kamali’i Foster Family Agency, Inc.’s ability to continue as a 
going concern for a reasonable period of time. 

 
We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control–related matters 
that we identified during the audit. 
 
Other Reporting Required by Government Auditing Standards 
 
In accordance with Government Auditing Standards, we have also issued our report dated June 22, 2022, 
on our consideration of Kamali’i Foster Family Agency, Inc.’s internal control over financial reporting and 
our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements and 
other matters. The purpose of that report is to describe the scope of our testing of internal controls over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of internal control over financial reporting or on compliance. That report is an integral part of 
an audit performed in accordance with Government Auditing Standards in considering Kamali’i Foster 
Family Agency, Inc.’s internal control over financial reporting and compliance.  
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Our audit was conducted for the purpose of forming an opinion on the financial statements of Kamali’i 
Foster Family Agency, Inc., taken as a whole. The accompanying Department of Social Services Form FC 
32 are presented for purposes of additional analysis as required by the State of California Department of 
Social Services and is not required as a part of the basic financial statements. Such information has been 
subjected to the auditing procedures applied in the audit of the basis financial statements, in our opinion, is 
fairly stated in all material respects in relation to the financial statements taken as a whole. 
 
 
 
 
 
William Harris, CPA 
License Number #103005 
Arcadia, California  
June 22, 2022 



KAMALI'I FOSTER FAMILY AGENCY, INC
STATEMENT OF FINANCIAL POSITION

December 31, 2021

CURRENT ASSETS
Cash $ 1,305,208
Accounts Receivable 562,785

TOTAL CURRENT ASSETS 1,867,993           

NONCURRENT ASSETS
Furniture and Equipment 23,591
Computers 15,931
Less: Accumulated Depreciation (37,481)

TOTAL NONCURRENT ASSETS 2,041                  

OTHER ASSETS
Lease Deposits 16,575

TOTAL OTHER ASSETS 16,575                

TOTAL ASSETS $ 1,886,609           

CURRENT LIABILITIES
Accounts Payable $ 111,007
Accrued Expenses 7,588
Accrued Payroll & Taxes 73,921

TOTAL CURRENT LIABILITIES 192,516              

TOTAL LIABILITIES 192,516              

NET ASSETS
Net Assets Without Donor Restrictions 1,694,093           
Net Assets With Donor Restrictions -                          

TOTAL NET ASSETS 1,694,093           

TOTAL LIABILITIES AND NET ASSETS $ 1,886,609           

ASSETS

LIABILITIES

See Auditor's Report and Notes to Financial Statements
-4-



KAMALI'I FOSTER FAMILY AGENCY, INC.
STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2021

Without Donor With Donor
Restrictions Restrictions Total

REVENUE AND SUPPORT
Foster Care Program $ 3,012,745 $ -                          $ 3,012,745           
Transitional Housing Program 1,035,000 -                          1,035,000           
Contract \ Assessment Services 42,343 -                          42,343                
Behavioral Mental Health Revenue 243,975 -                          243,975              
Donations 22,846 (18,922)               3,924                  

TOTAL REVENUE AND SUPPORT 4,356,909           (18,922)               4,337,987           

OPERATING EXPENSE
Program Activities

Foster Care 2,623,156           -                          2,623,156           
Transitional Housing 979,730              -                          979,730              
Mental Health 257,072              -                          257,072              

Management & General 173,704              -                          173,704              

TOTAL OPERATING EXPENSE 4,033,662           -                          4,033,662           

CHANGE IN NET ASSETS
FROM OPERATING ACTIVITIES 323,247              (18,922)               304,325              

NONOPERATING ACTIVITIES
PPP Loan Forgiveness 155,500 -                          155,500              
Rental Income 7,200 -                          7,200                  

TOTAL NONOPERATING ACTIVITIES 162,700              -                          162,700              

CHANGE IN NET ASSETS 485,947              (18,922)               467,025              

NET ASSETS – Beginning of the Year 1,208,146           18,922                1,227,068           

NET ASSETS – End of the Year $ 1,694,093           $ -                          $ 1,694,093           

See Auditor's Report and Notes to Financial Statements
-5-



KAMALI'I FOSTER FAMILY AGENCY, INC.
STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2021

Supporting
Activities

Transitional Management Total
Foster Care Housing Program Mental Health & General Expense

OPERATING EXPENSE
Executive Director Wages $ 68,706                $ 27,232                $ 4,736                   $ 17,766                $ 118,440
Program Director Wages 79,745                105,093              24,292                 36,905                246,035
Administrative Wages 91,929                38,473                26,249                 27,644                184,295
Social Work Wages 640,771              117,179              127,133               -                          885,083
Payroll Taxes 64,830                15,963                14,035                 16,734                111,562
Employee Benefits 51,813                25,064                101                      13,584                90,562
Workers' Compensation 6,774                  -                          -                           1,195                  7,969
Accounting & HR Costs 18,698                8,966                  6,232                   5,982                  39,878
Accrediation & Memberships 5,202                  215                     -                           956                     6,373
Advertising & Recruiting 68,588                3,450                  779                      -                          72,817
Auto Expense 15,019                17,254                7,702                   7,055                  47,030
Bank Fees -                          140                     1,565                   301                     2,006
Child Related Costs 8,990                  -                          -                           -                          8,990
Community Outreach 936                     -                          -                           -                          936
Computer & IT Costs 16,335                7,608                  1,601                   13,754                39,298
County Clothing Allowance 3,725                  -                          -                           -                          3,725
Depreciation 2,887                  -                          -                           509                     3,396
Dues & Subscriptions -                          -                          4,805                   848                     5,653
Foster Parent Payments 1,330,467           -                          -                           -                          1,330,467
Liability Insurance 22,911                11,956                3,019                   6,686                  44,572
Office Expenses 15,414                2,083                  2,584                   3,544                  23,625
Program Development 23,183                5,642                  16,975                 -                          45,800
Rent 59,596                10,400                10,790                 14,256                95,042
Repairs & Maintenance 7,267                  -                          -                           1,282                  8,549
Security 845                     -                          -                           149                     994
Telephone 12,008                2,133                  3,848                   3,175                  21,164
Training & Education 2,949                  672                     626                      749                     4,996
THP Housing - Rent -                          334,171              -                           -                          334,171
THP Housing - Other Costs -                          4,898                  -                           -                          4,898
Utilities 3,568                  -                          -                           630                     4,198
Young Adult Payments -                          241,138              -                           -                          241,138

TOTAL OPERATING EXPENSE $ 2,623,156           $ 979,730              $ 257,072               $ 173,704              $ 4,033,662           

Program Activities

See Auditor's Report and Notes to Financial Statements
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KAMALI'I FOSTER FAMILY AGENCY, INC.
STATEMENT OF CASH FLOWS

For the Year Ended December 31, 2021

CASH FROM OPERATING ACTIVITIES:
Change in Net Assets $ 467,025              

Adjustments to Reconcile Change in Net Assets to 
Net Cash Provided / (Used) by Operating Activities:
Depreciation 3,396                  
Change in Accounts Receivable (135,219)             
Change in Lease Deposits (5,375)                 
Change in Accounts Payable (3,145)                 
Change in Accrued Expenses (345)                    
Change in Accrued Payroll & Taxes (7,240)                 
NET CASH PROVIDED / (USED) BY

OPERATING ACTIVITIES 319,097              

CASH FROM INVESTING ACTIVITIES:
None -                          

NET CASH  PROVIDED / (USED) BY 
INVESTING ACTIVITIES -                          

CASH FROM FINANCING ACTIVITIES:
Forgiveness of PPP Loan (155,500)             

NET CASH  PROVIDED / (USED) BY
FINANCING ACTIVITIES (155,500)             

NET INCREASE / (DECREASE) IN CASH 163,597              

CASH – Beginning of the Year 1,141,611           

CASH – Ending of the Year $ 1,305,208           

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Interest Paid $ -                          
Taxes Paid $ -                          

See Auditor's Report and Notes to Financial Statements
-7-



KAMALI’I FOSTER FAMILY AGENCY, INC. 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
 
 

– 8 – 

NOTE 1: ORGANIZATION 
 
Kamali’i Foster Family Agency, Inc. (the Organization), a nonprofit organization, was 
incorporated as a California nonprofit corporation on January 23, 1998.   
 
The Organization operates a foster family program within Riverside and San Diego 
counties in Southern California that offers foster care for abused, neglected and 
abandoned children through services delivered by private families. The foster parents are 
trained, supervised and supported by the Organization’s staff. The children also receive 
ongoing counseling from the Organization. The goal of the program is to have the children 
reach and maintain a level of behavior which will allow them the opportunity to function 
productively in society. 
 
In January 2020, the Organization began a transitional housing program that offers state-
funded housing available to emancipated young adults from the ages of 18-24 years. The 
goal of the program is to assist former foster youth in securing and maintaining housing 
while they seek employment, education, or other self-sufficiency sustaining tasks. 
 
The Organization is funded primarily through contracts funded by the federal government 
and the State of California Department of Children and Family Services. 
 
 

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Basis of Accounting 
 
The financial statements of the Organization have been prepared on the accrual basis of 
accounting which is in accordance with accounting principles generally accepted in the 
United States of America (U.S. GAAP). 
 
Basis of Presentation 
 
The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United 
States of America. Net assets, revenue, expenses, gains and losses are classified based 
on the existence or absence of donor-imposed restrictions.  
 
Accordingly, the net assets of the Organization and changes therein are classified as 
follows: 
 

Net assets without donor restrictions: Net assets that are not subject to donor-
imposed restrictions and may be expended for any purpose in performing the 
primary objectives of the Organization. The Organization’s Board of Directors may 
designate assets without restrictions for specific operational purposes from time to 
time. 



KAMALI’I FOSTER FAMILY AGENCY, INC. 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Basis of Presentation (continued) 
 

Net assets with donor restrictions: Net assets subject to stipulations imposed by 
donors and grantors. Some donor restrictions are temporary in nature; those 
restrictions will be met by actions of the Organization or by the passage of time. 
Other donor restrictions are perpetual in nature, whereby the donor has stipulated 
the funds be maintained in perpetuity. 

 
Measure of Operations 
 
The statements of activities report all changes in net assets, including changes in net 
assets from operating and nonoperating activities. Operating activities consist of those 
items attributable to the Organization’s ongoing activities. Nonoperating activities are 
limited to resources that generate return from investments, endowment contributions, 
financing costs, and other activities considered to be of a more unusual or nonrecurring 
nature. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities. The disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reported time. Actual results could differ from those activities.  
 
Cash and Cash Equivalents 
 
For purposes of the statement of cash flows, cash equivalents include time deposits, 
certificates of deposit, and all highly liquid debt instruments with original maturities of three 
months or less. If excess funds are available, the Organization places its temporary cash 
investments with high-credit, quality financial institutions. At times during the year, the 
Organization maintains cash balances in excess of the FDIC-insurance limits. The 
Organization has not incurred losses related to these investments and management 
believes it is not exposed to any significant credit risk on cash. 
 
Accounts Receivable 
 
Contributions and grants are stated at the amount management expects to collect from 
services provided, which approximates fair value. Grants receivable that are expected to 
be collected in future years are recorded at fair value, measured as the present value of 
their future cash flows. 

 



KAMALI’I FOSTER FAMILY AGENCY, INC. 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 

Allowance for Doubtful Accounts 
 
Management provides for probable uncollectible amounts through a provision for bad debt 
expense and an adjustment to a valuation allowance based on its assessment of the 
current status of individual accounts. Based on management’s evaluation, the 
Organization believes that an allowance for doubtful accounts is not considered necessary 
as of December 31, 2021. 
 
Capitalization and Depreciation 
 
Property and equipment in excess of $5,000 are capitalized and stated at cost. 
Depreciation is provided on the straight-line method over the estimated useful lives of the 
respective assets.  
 
The estimated useful asset lives are as follows: 
 

Office Equipment 5 years 
Office Furniture 5 years 
Computers 5 years 

 
The costs of repairs and maintenance are charged to expenses as incurred, significant 
renewals and betterment costs are capitalized. When an asset is sold, or otherwise 
disposed of, the related cost and accumulated depreciation are removed from the 
respective accounts and any gain or loss on disposition is recognized in current income.  
 
Revenue Recognition 
 
The Organization adopted ASU No. 2018-08, Not-For-Profit Entities (Topic 958) Clarifying 
the Scope and Accounting Guidance for Contributions Received and Contributions Made. 
The guidance helps distinguish if grants and contracts with resource providers are 
exchange transactions or contributions. Once a transaction is deemed to be a contribution, 
the ASU also provides guidance to help determine when a contribution is conditional and 
evaluates the possibility that a condition will not be met is remote. Unconditional 
contributions are recognized immediately and classified as either net assets with or without 
donor restrictions, while conditional contributions received are accounted for a liability until 
the barriers to entitlement are overcome, at which point the transaction is recognized as 
unconditional and classified as either net assets with or without restrictions.  
 
 
 
 
 
 



KAMALI’I FOSTER FAMILY AGENCY, INC. 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Revenue Recognition (continued) 
 
Under ASU 2018-08, revenue from grants and contracts are considered contributions 
because the resource provider does not receive commensurate value for the consideration 
received by the Organization. The resource provider receives value indirectly through 
societal benefits. The Organization’s revenue is generated through performance of 
services for government entities under various contracts for which they are paid a fixed fee 
or on a cost-reimbursement basis. Revenue is recognized when the Organization has 
overcome the right of return/release and barriers which entitle it to the assets. Accounts 
receivables are recorded when revenue earned under a contract exceeds the cash 
received. 
 
Contributions 
 
Contributions are recognized when the donor makes a promise to give to the Organization 
that is, in substance, unconditional. Contributions that are restricted by the donor are 
reported as increases in net assets without donor restrictions if the restrictions expire in the 
fiscal year in which the contributions are recognized. All other donor-restricted 
contributions are reported as increases in net assets with donor restrictions depending on 
the nature of the restrictions. When a restriction expires, net assets with donor restrictions 
are reclassified to net assets without donor restrictions and reported in the statement of 
activities as net assets released from restrictions. 

 
Donated Services and Materials 
 
The Organization utilizes the services of many volunteers throughout the year. This 
contribution of services by the volunteers is not recognized in the financial statements 
unless the services received (a) create or enhance nonfinancial assets or (b) require 
specialized skills which are provided by individuals possessing those skills and would 
typically need to be purchased if not provided by donation. The donated services for the 
year ended December 31, 2021 did not meet the requirements above; therefore, no 
amounts were recognized in the financial statements. 
 
Functional Classification of Expenses 
 
The Organization reports its expenses on a functional basis. Expenses that can be 
specifically identified as program services or management and general are charged 
directly to that classification. Other expenses that are common to both classifications are 
allocated based on various relationships. 
 
 
 

 



KAMALI’I FOSTER FAMILY AGENCY, INC. 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
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NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
Functional Classification of Expenses (continued) 
 
The expenses that are allocated including the following: 
 
 Expense   Method of Allocation 
 Salaries and Benefits   Time and Effort 
 Foster Parent Payment  Time and Effort 
 Training and Education  Time and Effort 
 Occupancy   Time and Effort  
 Office and Administration Time and Effort 
 Professional    Full Time Equivalent 

Other    Time and Effort 
 
Concentrations 
 
The primary receivable balance outstanding at December 31, 2021 consists of government 
contract receivables due from county, state, and federal granting agencies. Concentration 
of credit risks with respect to trade receivables are limited, as the majority of the 
Organization’s receivables consist of earned fees from contract programs granted by 
governmental agencies. As of December 31, 2021, more than 99% of revenue generated 
by the Organization was derived from government contracts.  
 
Advertising Costs 
 
The cost of advertising is expensed when incurred or when the first advertising takes 
place. The Organization does not participate in direct-response advertising, which requires 
the capitalization and amortization of related costs. 

 
Income Tax 
 
The Organization is exempt from federal and state income taxes under Internal Revenue 
Code Section 501(c) (3) and California Revenue and Taxation Code Section 23701 (d). 
Accordingly, no provision for income taxes has been made in these financial statements.  
 
The Organization’s Returns of Organization Exempt from Income Tax for the years ended 
December 31, 2021, 2020, 2019, and 2018 are subject to examination by the Internal 
Revenue Service and State taxing authorities, generally three to four years after the 
returns were filed. The Organization believes it has appropriate support for any tax 
positions taken and, as such, does not have any uncertain tax positions that are material to 
the financial statements.  
 

 
 



KAMALI’I FOSTER FAMILY AGENCY, INC. 
NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
 
 

– 13 – 

NOTE 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 
 
New Accounting Standards 

 
FASB issued ASU 2019-01, Leases (Topic 842). The ASU changes the accounting 
treatment for operating leases by requiring recognition of a lease asset and lease liability 
at the present value of the lease payments in the Statement of Financial Position and 
disclosing key information about leasing arrangements. The ASU is effective for non public 
entities beginning after December 15, 2021. Early adoption is still permitted. The ASU can 
be applied at the beginning of the earliest period presented using a modified retrospective 
approach or applied at the beginning of the period of adoption recognizing a cumulative-
effect adjustment. The Organization plans to adopt the new ASU at the required 
implementation date and management is currently in the process of evaluating the 
adoption method and the impact of the new standard on its accompanying financial 
statements. 
 
 

NOTE 3: LIQUIDITY 
 

The Organization’s financial assets available within one year of the balance sheet date for 
general expenditure are as follows: 

Cash and cash equivalents 1,305,208$     
Accounts receivable, net 562,785          

Total 1,867,993$     

 
The Organization’s financial assets are all available for general use as of December 31, 
2021 The Organization does not have donor-restricted endowment fund or investment 
account. 
 

 
NOTE 4: ACCOUNTS RECEIVABLE 

 
Receivables are due from local government agencies. No allowance for uncollectible 
receivables has been made as all amounts were collected during subsequent months 
following the year ended December 31, 2021. 
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NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
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NOTE 5: PROPERTY AND EQUIPMENT 
 
Property and equipment consisted of the following: 

Furniture and equipment 23,591$          
Computers 15,931            

39,522            
Less: Accumulated depreciation (37,481)           

Total 2,041$            

 
Depreciation expense for the year ended December 31, 2021 was $3,396. 

 
 

NOTE 6: LEASE COMMITMENTS 
 
The Organization occupies two commercial properties: Lake Elsinore and San Marcos.  
The lease for its Lake Elsinore facility was renewed during 2021 and set to expire in 
August 2026. The lease for the San Marcos facility was renewed during 2021 and is set to 
expire on March 31, 2026. Both leases have options to renew at the term of the leases.   
 
The Organization entered into various housing leases in connection with the transitional 
housing program. The short-term leases expire at various dates through 2022 and 
continue on a month-to-month basis. 
 
The minimum lease obligations are as follows: 

Year Ending Amount

2022 201,539$        
2023 94,888            
2024 97,249            
2025 99,670            
2026 59,977            

Total 553,323$        

 
The rent expense for the office leases and facility leases is $95,042 and $334,171, 
respectively, for the year ended December 31, 2021. 
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NOTES TO FINANCIAL STATEMENTS 

December 31, 2021 
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NOTE 7: FOSTER CARE REVENUE 
 
The Organization receives foster care and transitional housing payments for its children 
and young adults placed in homes from the Riverside, San Bernardino, and San Diego 
Counties. Such funds have been passed through the State of California Department of 
Social Services as fee for service. A portion of the funds originated from the Aid to Family 
with Dependent Children – Foster Care (AFDC-FC) program. The AFDC-FC program is a 
federal entitlement program through Title IV-E of the Social Security Act. The funds 
received by the Organization represent substantially all of the total revenue for the year 
ended December 31, 2021. 

 
 
NOTE 8: PPP LOAN FORGIVENESS 

 
In May 2020, the Small Business Administration (SBA) approved the Organization’s 
request for a loan under the SBA’s Paycheck Protection Program (PPP), as authorized 
under the Coronavirus Aid, Relief, and Economic Security Act (CARES Act). In accordance 
with the CARES Act, the Organization used the PPP loan proceeds of $155,500 for eligible 
costs. As of December 31, 2021, the loan has been forgiven as all conditions were 
satisfied and forgiveness income of $155,500 is recognized from the PPP loan.  

 
 
NOTE 9: RETIREMENT PLAN 

 
The Organization sponsors a Simple IRA plan that covers all eligible employees. Under the 
retirement plan, the Organization makes matching contributions at various percentages not 
to exceed 3% of the eligible wages.  

 
 
NOTE 10: COMMITMENTS & CONTINGENCIES 

 
The Organization grants and contracts are subject to inspection and audit by the 
appropriate governmental funding agencies. The purpose is to determine whether the 
program funds were used in accordance with their respective guidelines and regulations. 
The potential exists for disallowance of previously funded program costs. The ultimate 
liability, if any, which may result from these government audits, cannot be reasonably 
estimated and, accordingly, the Organization has no provisions for the possible 
disallowance of program costs on its financial statements. 

 
 
NOTE 11: SUBSEQUENT EVENTS 
 

Events subsequent to December 31, 2021 have been evaluated though June 22, 2022, the 
date at which the Organization’s audited financial statements were available to be issued. 
There were no events requiring disclosure that have occurred through this date.  
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INDEPENDENT AUDITOR’S REPORT ON SCHEDULE OF EXPENDITURES OF  
FEDERAL AWARDS, REQUIRED BY THE UNIFORM GUIDANCE 

 
 
To the Board of Directors of  
Kamali’i Foster Family Agency, Inc. 
Lake Elsinore, California 
 
 
We have audited the financial statements of Kamali’i Foster Family Agency, Inc. (a nonprofit organization) 
as of and for the year ended December 31, 2021, and have issued our report thereon dated June 22, 2022, 
which contained an unmodified opinion on those financial statements.  
 
Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The 
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis 
as required by the Uniform Guidance and is not a required part of the financial statements. Such 
information is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements. The information has been subjected 
to the auditing procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and other 
records used to prepare the financial statements or to the financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the United States of 
America. 
 
In our opinion, the schedule of expenditures of federal awards is fairly stated in all material respects in 
relation to the financial statements as a whole. 
 
 
 
 
 
William Harris, CPA 
License Number #103005 
 
Arcadia, California  
June 22, 2022 
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Federal Pass-through
Federal Grantor / Pass-through CFDA Identifying Federal
Grantor / Program Title Number Number Expenditures

U.S. Department of Health and Human Services
Pass-through State Department
of Social Services

Foster Care - Title IV-E 93.658 1827.15.01 1,657,674$   

Total Expenditues of Federal Awards 1,657,674$   

 
 
Note A – Basis of Presentation 
 
The above schedule of expenditures of federal awards includes the federal award activity of Kamali’i Foster 
Family Agency, Inc., under programs of the federal government for the year ended December 31, 2021, 
and it is presented on the accrual basis of accounting. The information in this schedule is presented in 
accordance with the requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform 
Guidance). Therefore, because the Schedule presents only selected portions of the operations of Kamali’i 
Foster Family Agency, Inc., it is not intended to and does not present the financial position, changes in net 
assets or cash flows of Kamali’i Foster Family Agency, Inc. 
 
Note B – Foster Care 
 
During the year ended December 31, 2021, funds totaling $3,012,745 were received from various Southern 
California counties, who serve as pass-through agencies for the State of California and the federal 
government (CFDA 93.658).  
 
Note C – De Minimis Indirect Cost Rate 
 
Kamali’i Foster Family Agency, Inc. has not elected to use the 10% de minimis indirect cost rate allowed 
under the Uniform Guidance. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL  

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 
 

To the Board of Directors of  
Kamali’i Foster Family Agency, Inc. 
Lake Elsinore, California 
 
 
We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States, the financial statements of Kamali’i Foster Family 
Agency, Inc., (the Organization) (a nonprofit organization), which comprise the statement of financial 
position as of December 31, 2021, and the related statements of activities, functional expenses and cash 
flows for the year then ended, and the related notes to the financial statements, and have issued our report 
thereon dated June 22, 2022. 
 
Internal Control over Financial Reporting  
 
In planning and performing our audit of the financial statements, we considered Kamali’i Foster Family 
Agency, Inc.’s internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of Kamali’i Foster Family 
Agency, Inc.’s internal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the Organization’s internal control. 
 
A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and 
correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination of 
deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement of 
the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 

 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and was not designed to identify all deficiencies in internal control that might 
be material weaknesses or significant deficiencies. Given these limitations, during our audit, we did not 
identify any deficiencies in internal control over financing that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 
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Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether Kamali’i Foster Family Agency, Inc.’s financial 
statements are free of material misstatement, we performed tests of its compliance with certain provisions 
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards.  
 
Purpose of this Report 
 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization’s 
internal control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Organization’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose.  
 
 
 
 
 
William Harris, CPA  
License Number #103005 
Arcadia, California  
June 22, 2022 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR 
FEDERAL PROGRAM AND REPORT ON INTERNAL CONTROL OVER  

COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE 
 
 

To the Board of Directors of  
Kamali’i Foster Family Agency, Inc. 
Lake Elsinore, California 
 
 
Report on Compliance for Each Major Federal Program 
 
We have audited Kamali’i Foster Family Agency, Inc.’s compliance with the types of compliances 
requirements described in the OMB Compliance Supplement that could have a direct and material effect on 
each of Kamali’i Foster Family Agency, Inc.’s major federal programs for the year ended December 31, 
2021. Kamali’i Foster Family Agency, Inc.’s major federal programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs. 
 
Management’s Responsibility 
 
Management is responsible for compliance with the requirements of federal statutes, regulations, and the 
terms and conditions of its federal awards applicable to its federal programs. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on compliance for each of Kamali’i Foster Family Agency, Inc.’s 
major federal programs based on our audit of the types of compliance requirements referred to above. We 
conducted our audit of compliance in accordance with auditing standards generally accepted in the United 
States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and audit requirements of Title 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 Uniform Guidance require 
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the 
types of compliance requirements referred to above that could have a direct and material effect on a major 
federal program occurred. An audit includes examining, on a test basis, evidence about Kamali’i Foster 
Family Agency, Inc.’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances. 
 
We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
program. However, our audit does not provide a legal determination of Kamali’i Foster Family Agency, 
Inc.’s compliance. 
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Opinion on Each Major Federal Program 
 
In our opinion, Kamali’i Foster Family Agency, Inc. complied, in all material respects, with the types of 
compliance requirements referred to above that could have a direct and material effect on each of its major 
federal programs for the year ended December 31, 2021. 
 
Report on Internal Control over Compliance 
 
Management of Kamali’i Foster Family Agency, Inc. is responsible for establishing and maintaining 
effective internal control over compliance with the types of compliance requirements referred to above. In 
planning and performing our audit of compliance, we considered Kamali’i Foster Family Agency, Inc.’s 
internal control over compliance with the types of requirements that could have a direct and material effect 
on each major federal program to determine the auditing procedures that are appropriate in the 
circumstances for the purpose of expressing an opinion on compliance for each major federal program and 
to test and report on internal control over compliance in accordance with the Uniform Guidance, but not for 
the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, 
we do not express an opinion on the effectiveness of Kamali’i Foster Family Agency, Inc.’s internal control 
over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency, 
or a combination of deficiencies, in internal control over compliance, such that there is a reasonable 
possibility that material noncompliance with a type of compliance requirement of a federal program will not 
be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over 
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type 
of compliance requirement of a federal program that is less severe than a material weakness in internal 
control over compliance, yet important enough to merit attention by those charged with governance. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies. We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. 
 
The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of internal control over compliance and the results of that testing based on the requirements of the Uniform 
Guidance. Accordingly, this report is not suitable for any other purpose. 
 
 
 
 
William Harris, CPA 
License Number #103005 
Arcadia, California  
June 22, 2022
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Section I – Summary of Auditor’s Results 
 
Financial Statements 
 
Type of auditor’s report issued:     Unmodified 
 
Internal control over financial reporting  
  Material weakness(es) identified?    [    ] yes [ x ] no 
 
Significant deficiency(ies) identified that are 
  not considered to be material weakness(es)   [    ] yes [ x ] none reported 
 
Noncompliance material to financial statements 
  noted?        [    ] yes [ x ] no 
 
Federal Awards 
 
Type of auditor’s report issued on compliance 
   for major programs:      Unmodified 
 
Internal control over major programs: 
  Material weakness(es) identified?    [    ] yes [ x ] no 
 
Significant deficiency(ies) identified that are 
  not considered to be material weakness(es)   [    ] yes [ x ] none reported 
 
Any audit finding disclosed that are required to 
  be reported in accordance with 2 CFR Section 
  200.51(a)?       [    ] yes [ x ] no 
 
Identification of major programs: 
 
  CFDA Number(s)   Name of Federal Program or Cluster 
   93.658      U.S. Department of Health and  
         Human Services – Foster Care 
         Title IV-E 
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Section I – Summary of Auditor’s Results (Continued) 
 
Dollar threshold used to distinguish between 
  Type A and Type B programs:    $750,000 
 
Auditee qualified as low-risk auditee?   [ x ] yes [    ] no 
 
 
Section II – Findings – Financial Statements 
 
None for the current audit period. 
 
Section III – Major Findings and Questioned Costs – Federal Awards Program Audit 
 
None for the current audit period. 
 
Section IV – Summary Schedule of Prior Year Findings 
 
There were no audit findings for Kamali’i Foster Family Agency, Inc, for the year ended December 31, 
2020. 
 
 
 














