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INDEPENDENT ACCOUNTANT’S REVIEW REPORT

Tax Foundation of Hawaii:

Report on the Financial Statements

We have reviewed the accompanying financial statements of the Tax Foundation of Hawaii (Foundation), a
nonprofit Hawaii corporation, which comprise the statements of financial position as of December 31, 2023
and 2022, and the related statements of activities, functional expenses, and cash flows for the years then
ended, and the related notes to the financial statements. A review includes primarily applying analytical
procedures to management’s financial data and making inquiries of company management. A review is
substantially less in scope than an audit, the objective of which is the expression of an opinion regarding the
financial statements as a whole. Accordingly, we do not express such an opinion.

Management’s Responsibility for 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 (U.S. GAAP); 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.

Accountant’s Responsibility

Our responsibility is to conduct the review engagements in accordance with Statements on Standards for
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the
American Institute of Certified Public Accountants. Those standards require us to perform procedures to
obtain limited assurance as a basis for reporting whether we are aware of any material modifications that
should be made to the financial statements for them to be in accordance with U.S. GAAP. We believe that the
results of our procedures provide a reasonable basis for our conclusion.

We are required to be independent of the Foundation and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements related to our reviews.

Topa Financial Center Cwa.Cpa PHONE (808) 531-1040
700 Bishop St., Suite 1040 FAX (808) 531-1041
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Accountant’s Conclusion

Based on our reviews, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in accordance with U.S. GAAP.

Change in Accounting Principle

As discussed in Note A to the financial statements, during the year ended December 31, 2023, the Foundation
adopted Accounting Standards Update No. 2016-03, Financial Instruments — Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. Our conclusion is not modified with respect to this
matter.

CW) Hssoviates; CFHs

CW Associates, CPAs
Honolulu, Hawaii
July 11, 2024



TAX FOUNDATION OF HAWAII
STATEMENTS OF FINANCIAL POSITION

As of December 31, 2023 and 2022

ASSETS
CURRENT ASSETS
Cash (including interest-bearing accounts)

Supplies inventory
Total current assets

TOTAL ASSETS

LIABILITIES AND NET DEFICIT
CURRENT LIABILITIES
Accrued liabilities

Note payable — current
Total current liabilities

NOTE PAYABLE — Noncurrent
TOTAL LIABILITIES

NET DEFICIT

Net deficit without donor restrictions

Total net deficit

TOTAL LIABILITIES AND NET DEFICIT

See accompanying notes to the financial statements
and independent accountant’s review report.

2023 2022
$60,151  $53,435
121 121
60,272 53,556
$60,272  $53,556
$ 7,148 $ 5412
2,000 1,858
9,148 7,270
67,765 69,800
76,913 77,070
(16,641)  (23,514)
(16,641)  (23,514)
$60,272  $53,556




TAX FOUNDATION OF HAWAII
STATEMENTS OF ACTIVITIES

For the Years Ended December 31, 2023 and 2022

CHANGES IN NET DEFICIT
WITHOUT DONOR RESTRICTIONS
Revenue and support
Contributions
Program fees
Special event — net
Interest and other income
Total revenue and support
Expenses
Program services
Legislative tax bill services
Continuing education
Total program services
Supporting services
Management and general
Total supporting services
Total expenses
(Increase) decrease in net deficit without donor restrictions

(INCREASE) DECREASE IN NET DEFICIT

NET DEFICIT — Beginning of year

NET DEFICIT — End of year

See accompanying notes to the financial statements
and independent accountant’s review report.

2023 2022
$125,077  $121,070
2,895 3,877
1,778 -
- 60
129,750 125,007
56,044 65,782
31,595 36,811
87,639 102,593
35,238 37,761
35,238 37,761
122,877 140,354
6,873 (15,347)
6,873 (15,347)
(23,514) (8,167)
$(16,641)  $(23,514)




TAX FOUNDATION OF HAWAII
STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2023

Program Services Supporting Services
Legislative Total Management Total

Tax Bill Continuing  Program and Fund- Supporting

Services  Education Services General Raising Services Total
Salaries $41,601 $21,600 $ 63,201 $16,800 $ - $16,800 $ 80,001
Lease rent 4,528 3,493 8,021 4916 - 4,916 12,937
Employee benefits 4,611 2,394 7,005 1,862 - 1,862 8,867
Program costs 1,091 857 1,948 - 6,187 6,187 8,135
Payroll taxes 2,143 1,653 3,796 2,327 - 2,327 6,123
Office and administrative 594 458 1,052 3,644 - 3,644 4,696
Other 307 237 544 1,830 - 1,830 2,374
Utilities 714 551 1,265 775 - 775 2,040
Interest - - - 1,947 - 1,947 1,947
Insurance 371 286 657 1,137 - 1,137 1,794
Travel and meetings 84 66 150 - - - 150
Total expenses 56,044 31,595 87,639 35,238 6,187 41,425 129,064

Less: Special events direct expenses

reported net with revenue on the

statement of activities - - - - (6,187) (6,187) (6,187)
Total expenses on statement of activities $56,044 $31,595 $ 87,639 $35,238 $ - $35,238 $122,877

See accompanying notes to the financial statements
and independent accountant’s review report.



TAX FOUNDATION OF HAWAII
STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2022

Program Services Supporting Services
Legislative Total Management Total

Tax Bill Continuing  Program and Fund- Supporting

Services  Education Services General Raising Services Total
Salaries $49,374 $25,636 $ 75,010 $19,939 $ - $19,939 $ 94,949
Lease rent 4,613 3,558 8,171 5,008 - 5,008 13,179
Employee benefits 5,892 3,059 8,951 2,379 - 2,379 11,330
Program costs 100 79 179 - - - 179
Payroll taxes 2,542 1,962 4,504 2,760 - 2,760 7,264
Office and administrative 716 552 1,268 4,277 - 4,277 5,545
Other 824 636 1,460 894 - 894 2,354
Utilities 661 510 1,171 719 - 719 1,890
Interest 587 453 1,040 638 - 638 1,678
Insurance 389 300 689 1,147 - 1,147 1,836
Travel and meetings 84 66 150 - - - 150
Total expenses $65,782 $36,811 $102,593 $37,761 $ - $37.761 $140,354

See accompanying notes to the financial statements
and independent accountant’s review report.



TAX FOUNDATION OF HAWAII
STATEMENTS OF CASH FLOWS

For the Years Ended December 31, 2023 and 2022

2023 2022

CASH FLOWS FROM OPERATING ACTIVITIES
(Increase) decrease in net deficit $ 6,873 $(15,347)
Adjustments to reconcile (increase) decrease in net deficit to

net cash provided (used) by operating activities

Increase in

Accrued liabilities 1,736 2,631
Net cash provided (used) by operating activities 8,609 (12,716)
CASH FLOWS FROM FINANCING ACTIVITIES
Payments on note payable (1,893) (1,842)
Net cash used by financing activities (1,893) (1,842)
NET INCREASE (DECREASE) IN CASH 6,716 (14,558)
CASH - Beginning of year 53,435 67,993
CASH - End of year $60,151 $ 53,435

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid during the year for interest § 1,947 $§ 1,678

See accompanying notes to the financial statements
and independent accountant’s review report.



TAX FOUNDATION OF HAWAII
NOTES TO THE FINANCIAL STATEMENTS

For the Years Ended December 31, 2023 and 2022

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Activity

The Tax Foundation of Hawaii (Foundation) is a nonprofit corporation organized on December 21, 1953 in
the State of Hawaii to encourage efficiency and economy in government and promote an equitable tax system
that encourages and maintains economic growth and stability in Hawaii.

The Foundation hosts various seminars and continuing education courses to provide the latest information
about new and proposed taxes, public spending, and finance legislation, and an understanding of the process
behind tax legislation compilation and approval. The Foundation’s major event is the Annual Luncheon.

The Foundation is dependent on contributions and membership dues to fund its operations. Such revenue and
support, by their nature, are variable and unpredictable. Management continues to seek additional sources of
revenue to fund the future operations of the Foundation.

The Foundation has previously incurred recurring losses resulting in negative cash flows and liabilities that
exceed its assets. Management has been implementing programs to raise additional funding through a new
membership package, partnering campaigns, and additional fundraising events; increased efforts to attract
new members and donors and higher attendance at the Legislative Breakfast Briefings; reduce the cost of its
services; and obtained a note payable to provide working capital (See Note C).

Basis of Accounting

The accompanying financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (U.S. GAAP), which require the Foundation to report
information regarding its financial position and activities according to the following net asset classifications:

Net Assets without Donor Restrictions consist of net assets that are not subject to donor-imposed restrictions
and may be expended for any purpose in performing the primary objectives of the Foundation. These net
assets may be used at the discretion of the Foundation’s management and board of directors.

Net Assets with Donor Restrictions consist of net assets subject to stipulations imposed by donors and
grantors (none in 2023 and 2022). Some donor restrictions are temporary in nature; those restrictions will be
met by actions of the Foundation or the passage of time. Other donor restrictions are perpetual in nature,
whereby the donor has stipulated the funds be maintained in perpetuity.

Use of Estimates

U.S. GAAP requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenue and expenses during the reporting period. Actual results could differ
from those estimates, it is reasonably possible that such estimates may change within the near term, and such
differences could be material to the financial statements.



TAX FOUNDATION OF HAWAII
NOTES TO THE FINANCIAL STATEMENTS (Continued)

For the Years Ended December 31, 2023 and 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Concentrations of Credit Risk

Financial instruments that subject the Foundation to credit risk include cash. Cash on deposit with a financial
institution was fully insured at December 31, 2023 and 2022. Management evaluates the credit standing of
the financial institution to ensure that such deposits are adequately safeguarded.

Revenue and Expense Recognition

Revenue is recognized when the required goods or services are provided to customers. Revenue is measured
based on the consideration specified in a contract with the customer, and excludes any incentives and
amounts collected on behalf of third parties. Revenue from performance obligations satisfied at a point in
time consists of program fees and the special event. Revenue from other than performance obligations
consists of interest and other income. Revenue from the special event consists of table and ticket sales, the
control of which transfers to the customer at a point in time. The Foundation transfers control and recognizes
revenue when the special event occurs. The Foundation does not have any significant financing components
as payment is received before or at the special event. Revenue from program fees is recognized when the
required services are performed.

Expenses are recognized when the related liability is incurred. The Foundation allocates its expenses on a
functional basis among its various programs and supporting services based on estimates of management.
Expenses that can be identified with a specific program or supporting service are charged directly to the
program or supporting service using natural expense classifications. Other expenses that are common to
several functions are allocated based on estimates of management, which primarily are square footage for
lease rent and time and effort of personnel for the other expenses.

Grants and Contracts

The Foundation’s revenue from grants is based on agreements with government agencies and other entities
such as private foundations. The Foundation recognizes grants and contracts as either contributions or
exchange transactions, depending on whether the transaction is reciprocal or nonreciprocal. Amounts
received are recognized as revenue when the Foundation has met the conditions, including incurring
expenditures in compliance with the grant or contract provisions. Amounts received prior to incurring the
qualifying expenses are reported as refundable advances (none in 2023 and 2022). Amounts received from
such grants for which the conditions and any restrictions are met in the same reporting period are reported as
revenue in net assets without donor restrictions.

Grants and contracts classified as exchange transactions are recorded as revenue without donor restrictions
when the goods and services are provided as stipulated in the grant and contract agreement and the
performance obligations have been met.



TAX FOUNDATION OF HAWAII
NOTES TO THE FINANCIAL STATEMENTS (Continued)

For the Years Ended December 31, 2023 and 2022

NOTE A — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Contributions

The Foundation recognizes contributions when cash, other assets, an unconditional promise to give, or a
notification of a beneficial interest is received. Conditional promises to give, which are those with a
measurable performance or other barrier and a right of return, are not recognized until the conditions on
which they depend have been met. The Foundation also considers the membership dues as contributions as
the members do not receive direct benefits of any significance. The amounts received from members,
included in contributions, was $35,796 and $34,749 for the years ended December 31, 2023 and 2022,
respectively.

Contributions are recorded as net assets without donor restrictions or net assets with donor restrictions
depending on the existence and/or nature of any donor restrictions. Contributions are considered to be
available for unrestricted use unless restricted by the donor. Donor restricted contributions are reported when
pledged as an increase in net assets with donor restrictions. When a restriction is satisfied or expires, net
assets with donor restrictions are released to net assets without donor restrictions.

Donated Services

Donated services are recognized as contributions if the services create or enhance nonfinancial assets, or
require specialized skills that are performed by people with those skills and would otherwise be purchased by
the Foundation. A number of unpaid volunteers have made contributions of their time to the Foundation. The
value of this time is not reflected in these financial statements because it does not meet the criteria for
recognition.

Hawaii General Excise Tax

The State of Hawaii imposes a general excise tax of 4% on the gross receipts of the Foundation from certain
events and other revenue within Hawaii, plus an additional 0.5% on such gross receipts within the City and
County of Honolulu. For the years ended December 31, 2023 and 2022, Hawaii general excise tax included
in expenses amounted to $358 and $0, respectively.

Income Taxes

The Foundation is exempt from income tax under Section 501(c)(3) of the U.S. Internal Revenue Code and is
not a private foundation. Accordingly, qualifying contributions to the Foundation are tax deductible. The
Foundation did not have any unrelated business income for the years ended December 31, 2023 and 2022.

U.S. GAAP requires uncertain tax positions to be recognized in the financial statements if they are more
likely than not to fail upon regulatory examination. Management has evaluated the Foundation’s tax positions
as of December 31, 2023 and 2022, and for the years then ended, and determined that the Foundation had no
uncertain tax positions required to be reported in accordance with U.S. GAAP. The Foundation is subject to
routine audits by taxing jurisdictions; however, there are currently no audits in progress for any open tax
period.
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TAX FOUNDATION OF HAWAII
NOTES TO THE FINANCIAL STATEMENTS (Continued)

For the Years Ended December 31, 2023 and 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Adoption of New Accounting Pronouncements

In June 2016, the Financial Accounting Standards Board issued Accounting Standards Update (ASU) No.
2016-13, Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. ASU No. 2016-13 changes how entities measure credit losses for most financial assets and
certain other instruments that are not measured at fair value through net income. This ASU introduces a new
credit loss methodology, Current Expected Credit Losses (CECL), which requires earlier recognition of
credit losses, while also providing additional transparency about credit risk. This change is a shift from the
current incurred loss model to the expected loss model. Expected credit losses are recognized at the time the
financial asset is originated and adjusted each period for changes in expected lifetime credit losses.
Previously, credit losses were recognized when the loss was incurred.

Under CECL, trade accounts receivable are analyzed in a similar fashion as legacy U.S. GAAP, using an
aging methodology to estimate CECL, much like the existing methodology. If the selling entity determines
collection is probable, the credit loss risk is not zero. The selling entity would apply Topic 326 to estimate
CECL on the trade accounts receivable. CECL is different (and thus is accounted for differently) from losses
due to other factors, such as the seller’s nonperformance, volume rebates, trade allowances, or customer
contract modifications. Under Topic 326, disclosures are required to provide users of the financial statements
with useful information in analyzing an entity’s exposure to credit risk and the measurement of credit losses.

The Foundation adopted this ASU during the year ended December 31, 2023. The impact of the adoption of
this ASU was not material to the financial statements and primarily only resulted in enhanced disclosures, as
the financial assets of the Foundation consisted of cash.

NOTE B - LIQUIDITY

The Foundation monitors liquidity required to meet its operating needs and other contractual commitments.
The Foundation’s source of liquidity available for use includes cash.

At December 31, 2023 and 2022, the Foundation’s financial assets and amounts of those assets that are
readily available within one year of the statement of financial position date to meet general expenditures are
as follows:

2023 2022
Cash (including interest-bearing accounts) $60,151 $53,435
Financial assets available to meet cash needs
for general expenditures within one year $60,151 $53,435
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TAX FOUNDATION OF HAWAII
NOTES TO THE FINANCIAL STATEMENTS (Continued)

For the Years Ended December 31, 2023 and 2022

NOTE C - NOTE PAYABLE

In May 2020, the Foundation obtained a note payable from the Small Business Administration of $74,700
with monthly payments of $320 including principal and interest at 2.75%, beginning 12 months from the date
of the note. The note is collateralized by substantially all of the Foundation’s assets. The balance of the
principal and interest will be payable at maturity in April 2050.

As of December 31, 2023, future principal payments for the note payable approximated the following:

Years Ending December 31st

2024 $ 2,000
2025 2,000
2026 2,100
2027 2,100
2028 2,200
Thereafter 59,365
Total note payable $69,765

NOTE D — SPECIAL EVENT

For the year ended December 31, 2023, proceeds from the special event were without donor restrictions.
There were no special events during the year ended December 31, 2022.

Gross revenue

Annual lunch $7,965

Total gross revenue 7,965
Direct expenses

Direct program costs 6,187

Total direct expenses 6,187
Special events revenue less direct expenses 1,778
Special events — net $1,778

NOTE E - LEASE

The Foundation leases office space and parking under an operating lease that expired on September 30, 2023
and continues on a month-to-month basis. The lease payment consists of a monthly minimum rent,
maintenance fee, and general excise tax. The Foundation’s lease rent expense amounted to $12,937 and
$13,179 for the years ended December 31, 2023 and 2022, respectively.
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TAX FOUNDATION OF HAWAII
NOTES TO THE FINANCIAL STATEMENTS (Continued)

For the Years Ended December 31, 2023 and 2022

NOTE F — CONTINGENCIES

The Foundation may be subject to legal proceedings, claims, or litigation arising in the ordinary course of
business for which it may seek the advice of legal counsel. Management estimates that the cost to resolve
such matters, if any, would not be material to the financial statements. However, it is reasonably possible that
such estimates may change within the near term.

The Foundation operates in the State of Hawaii. Local, national, and international events can have severe,
adverse effects on economic conditions in Hawaii. These financial statements do not include the adjustments
that would result if the Foundation were to account for future losses or asset impairments, as the effects on
the financial statements of the Foundation from such changes in economic conditions are not presently
determinable.

NOTE G - SUBSEQUENT EVENTS

Management has evaluated subsequent events through July 11, 2024, which is the date the financial
statements were available to be issued, and determined that the Foundation did not have any subsequent
events requiring adjustment to the financial statements or disclosure in the notes to the financial statements.
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