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INDEPENDENT AUDITORS' REPORT

Board of Directors of
Charitable Healthcare Network, Inc.
Columbus, Ohio

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Charitable Healthcare Network, Inc. (a not-
for-profit organization), which comprise the statements of financial position as of December 31, 2022 and
2021, and the related statements of activities, functional expenses, and cash flows for the years then
ended, and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Charitable Healthcare Network, Inc. as of December 31, 2022 and 2021, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Charitable Healthcare Network, Inc. and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audits. 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 Charitable Healthcare Network,
Inc.'s ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

cshco.com



Auditors’ 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 auditors’ 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 generally accepted auditing
standards 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 generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify 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.

e 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 Charitable Healthcare Network, Inc.'s internal control. Accordingly,
no such opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Charitable Healthcare Network, 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.

Clark, faéaefa/j Hackett & O,

Springfield, Ohio
November 9, 2023



Assets

Current assets:
Cash
Cash, restricted
Accounts receivable

Prepaid expenses
Total current assets

Long-term assets:

Assets held by community foundation

Right-of-use asset
Furniture and equipment, net

Total long-term assets

Total assets

Liabilities and Net Assets

Current liabilities:
Accounts payable
Payroll and payroll related liabilities
Unearned revenue

Lease liability, current portion

Total current liabilities

Long-term liabilities:
Lease liability, long term portion

Total liabilities

Net assets:
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

Charitable Healthcare Network, Inc.
Statements of Financial Position
December 31, 2022 and 2021

2022 2021
$ 344,808 206,652
643,190 -
202,111 187,000
16,142 16,929
1,206,251 410,581
5,785,634 -
58,961 -
6,575 9,094
5,851,170 9,094
$ 7,057,421 419,675
$ 162,544 159,192
7,146 7,835
235,000 1,031
24,571 -
429,261 168,058
36,062 -
465,323 168,058
163,274 251,617
6,428,824 -
6,592,098 251,617
$ 7,057,421 419,675

See accompanying notes to the financial statements.
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Cash flows from operating activities:
Change in net assets
Changes to reconcile change in net assets to net cash
from operating activities:
Depreciation
Amortization of right-of-use assets
Change in assets held by a community foundation
Effects of change in operating assets and liabilities:
Accounts receivable
Prepaid expenses
Accounts payable
Payroll and payroll related liabilities
Unearned revenue
Refundable advance
Right-of-use liability
Net cash flows from operating activities

Cash flows from investing activities:
Deposits to assets held by community foundation
Purchases of furniture and equipment

Net cash flows from investing activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Charitable Healthcare Network, Inc.
Statements of Cash Flows
Years Ended December 31, 2022 and 2021

Reported on the statement of financial position as follows:

Cash-operating
Cash-restricted

Disclosure of noncash transactions:

Right-of-use assets obtained with operating lease liabilities

2022 2021
$ 6,340,481 (71,609)
2,519 2,609
(58,961) -
214,366 -
(15,111) 56,125
787 (10,532)
3,352 (302,380)
(689) 4,111
233,969 1,031
- (1,838)
60,633 -
6,781,346 (322,483)
(6,000,000) -
- (3,600)
(6,000,000) (3,600)
781,346 (326,083)
206,652 532,735
$ 987,998 206,652
$ 344,808 206,652
643,190 -
$ 987,998 206,652
$ 83,324 -

See accompanying notes to the financial statements.
6



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

SUMMARY OF OPERATIONS AND SIGNIFICANT ACCOUNTING POLICIES:
The following accounting principles and practices of the Charitable Healthcare Network, Inc. (the
Association) are set forth to facilitate the understanding of data presented in the financial statements.

Organization and operations

Charitable Healthcare Network, Inc. (formally known as Ohio Association of Free Clinics) is a not-for-
profit Ohio corporation established to be the voice and connector for members by providing
resources, education and advocacy to strengthen and ensure high quality health care for people who
are vulnerable. The Association’s programs are to improve access to health care for the uninsured
and underinsured people of Ohio, to strengthen the capacity of Ohio’s free clinics, to increase public
awareness of the contributions of free clinics, to build a network among free clinics, and to develop a
governmental affairs program in order to advocate for free clinics and the people they serve. The
Association is located in Columbus, Ohio and operates primarily within the boundaries of the State of
Ohio. The Association is supported primarily through a grant from the Ohio Department of Health,
public contributions, and membership dues. It is always considered reasonably possible that
benefactors, grantors, or contributors might be lost in the near term.

Basis of accounting

The financial statements for the Association have been prepared on the accrual basis of accounting
in accordance with generally accepted accounting principles in the United States of America (U.S.
GAAP).

Basis of presentation

Under U.S. GAAP, the Association is required to report information regarding its financial position and
activities according to two classes of net assets: net assets with donor restrictions and net assets
without donor restrictions, defined as follows:

Net assets without donor restrictions consists 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
Association. These net assets may be used at the discretion of the Association’s management and
the Board of Directors.

Net assets with donor restrictions consists of contributed funds subject to specific donor-imposed
restrictions contingent upon specific performance of a future event or a specific passage of time. At
December 31, 2022 and 2021, the Association had net assets with donor restrictions of $6,428,824
and $0, respectively.

Cash and cash equivalents

For the purposes of reporting cash flows, cash and cash equivalents includes all unrestricted demand
deposits, money market funds, repurchase agreements, and highly liquid unrestricted investments
with original maturities of three months or less.

Accounts receivable

Accounts receivable represents grant funds earned but not yet collected. No provision has been
made for uncollectible accounts, as management considers all accounts to be currently collectible.
Uncollectible accounts are expensed on an individual basis when they are deemed to no longer be
collectible.



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

Furniture and equipment

The Association capitalizes expenditures of furniture and equipment in excess of $1,000. The assets
are recorded at cost if purchased and fair value when donated. Depreciation is applied using the
straight-line method over the estimated useful lives of the assets, which is five years. Depreciation
expense for the years ended December 31, 2022 and 2021 was $2,519 and $2,609, respectively.

Assets held by community foundation

The Association transferred funds to the Columbus Foundation (the Foundation) during 2022 and
retained beneficial interests the assets. The Association is allocated their fund’s proportionate share
of the pooled funds’ investment returns on an annual basis. Distributions from the fund balances may
be withdrawn each year in accordance with the terms of the fund agreement, and undistributed
earnings are retained in the fund.

Amounts invested in the Foundation’s pooled investments funds are exposed to a variety of
uncertainties, including interest rate, market and credit risks. Due to the level of risk associated with
certain investments in the pooled funds, it is possible that changes could materially affect the
amounts reported in the Association’s financial statements.

Revenue recognition

Contributions

Contributions, including unconditional promises to give, are recorded as made. All contributions are
reported as increases in net assets without donor restrictions unless specifically restricted by a donor.
Amounts received that are designated for specific purposes are reported as increases in net assets
with donor restrictions. When a donor restriction expires, the net assets are reclassified from net
assets with donor restrictions to net assets without donor restrictions and reported in the statements
of activities and changes in net assets as net assets released from restrictions. Conditional promises
to give are recognized when the conditions on which they depend are met. Unconditional promises to
give, due in subsequent years, are reported at present value net of estimated uncollectible pledges.
At December 31, 2022 and 2021, conditional contributions were $0 and $6,643,282, respectively.

Contract Revenue

Contract revenue is primarily derived from the sale of memberships to free clinics located in the state
of Ohio. Membership dues are recognized throughout the membership period as member benefits are
received and consumed during the membership period. Revenue is reported at the estimated
transaction price or amount that reflects the consideration to which the Association expects to be
entitled in exchange for providing membership benefits. The Association does not have any
significant financing components as payment is received at or shortly after the membership contract
is initiated. The Association has no contract revenue that is recognized at a point in time.

Functional expenses

The costs of providing the various programs and activities have been summarized on a functional
basis in the statements of activities and changes in net assets and functional expenses. Accordingly,
certain costs have been allocated among the programs and supporting services benefited. When
identifiable, costs are charged directly to the program for which they are incurred. Costs that benefit
more than one program are allocated among those programs based on management’s estimates of
time spent by personnel on programs, management and general and fundraising. Salaries and
wages, payroll taxes and benefits, contract services, depreciation, and printing and reproduction are
allocated based on time and effort. Rent is allocated based on square footage.



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

Donated services

Donated services are recognized as contributions only if the services create or enhance nonfinancial
assets or require specialized skills, are performed by people with those skills, and would otherwise be
purchased by the Association. During 2022 and 2021, volunteers provided significant services that
were not recognized as contributions in the financial statements since the aforementioned criteria was
not met.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Income taxes and uncertain tax positions

Charitable Healthcare Network, Inc. is exempt from federal income taxes under Section 501(c)(3) of
the Internal Revenue Code. However, income from certain activities not directly related to the
Association’s tax-exempt purpose is subject to taxation as unrelated business income. The
Association’s reporting returns are subject to audit by federal and state taxing authorities. No income
tax provision has been included in the financial statements as the Association has determined it does
not have unrelated business income subject to taxation.

New accounting standards

In February 2016, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (“ASU”) 2016-02, Leases (Topic 842), which supersedes existing guidance for accounting for
leases under Topic 840, Leases. The most significant change in the new leasing guidance is the
requirement to recognize right-to-use (ROU) assets and lease liabilities for operating leases on the
statements of financial position. The lease standard resulted in a recognition of right-of-use asset and
related lease liability of $83,324 as of the date of implementation.

The Association elected to adopt the ASU effective January 1, 2022. The Association also elected
multiple practical expedients. These included transition elections that permitted the Association to not
reassess prior conclusions about lease identification, lease classification, and initial direct costs for
existing or expired leases, as well as not assessing existing land easements under the new standard.
In addition, the Association adopted ongoing accounting policies to not recognize ROU assets and
lease liabilities for leasing arrangements with terms of less than one year and to not separate lease
and non-lease components for all classes of underlying assets. The adoption had a material impact
on the Association’s statements of financial position but did not have a material impact on the
statements of activities. The most significant impact was the recognition of ROU assets and lease
liabilities for operating leases. The Association has no finance leases at December 31, 2022 but its
policy to account for finance leases remained substantially unchanged.

Leases

The Association leases office facilities and copiers. The determination of whether an arrangement is a
lease is made at the lease’s inception. Under ASC 842, a contract is (or contains) a lease if it conveys
the right to control the use of an identified asset for a period of time in exchange for consideration.
Control is defined under the standard as having both the right to obtain substantially all of the
economic benefits from use of the asset and the right to direct the use of the asset. Management only
reassesses its determination if the terms and conditions of the contract are changed.



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

Leases (continued)

Operating leases are included in operating lease ROU assets and operating lease liabilities in the
statements of financial position. ROU assets represent the Association’s right to use an underlying
asset for the lease term, and lease liabilities represent the Association’s obligation to make lease
payments. Operating lease ROU assets and liabilities are recognized at the lease commencement
date based on the present value of lease payments over the lease term. The Association uses the
implicit rate when it is readily determinable. Since most of the Association’s leases do not provide an
implicit rate, to determine the present value of lease payments, management uses the U.S.
Treasury’s risk free rate based on the information available at lease commencement. Operating lease
ROU assets also includes any lease payments made and excludes any lease incentives. Lease
expense for lease payments is recognized on a straight-line basis over the lease term. The
Association’s lease terms may include options to extend or terminate the lease when it is reasonably
certain that it will exercise the option.

Subsequent events

The Association evaluates events and transactions occurring subsequent to the date of the financial
statements for matters requiring recognition or disclosure in the financial statements. The
accompanying financial statements consider events through November 9, 2023, the date which the
financial statements were available to be issued.

OHIO DEPARTMENT OF HEALTH GRANT AND CLINIC DISTRIBUTIONS:

For the years ended December 31, 2022 and 2021, the Ohio Department of Health (ODH) granted
$1,188,500 and $1,125,250, respectively, to the Association. At December 31, 2022 and 2021, ODH
owed the Association $186,250 and $187,000, respectively. ODH specified that the Association is to
distribute the funds to Ohio free clinics, that are members of the Association, using a methodology
determined by the Association and approved by ODH. The Association retains an amount for the
administrative services performed and is responsible to distribute, administer, and audit funds
provided to the free clinics. The funds are to be used to provide direct health care services for
pregnant women and children, as well as, people with hypertension, diabetes and tobacco related
illness that lack health insurance and receive health care services at the free clinics. For the years
ended December 31, 2022 and 2021, payments to member clinics for the Uninsured Care Program
were $958,638 and $935,199, respectively. At December 31, 2022 and 2021, distributions due to
member clinics of $158,750 and $158,750, respectively, were included in accounts payable on the
statements of financial position.

FURNITURE AND EQUIPMENT:
Furniture and equipment consisted of the following at December 31:

2022 2021
Equipment $ 22,975 22,975
Furniture 390 390

23,365 23,365
Accumulated depreciation (16,790) (14,271)
Furniture and equipment, net $ 6,575 9,094

10



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

4. LEASE COMMITMENTS:
During 2020, the Association signed an operating lease for office facilities with an unrelated party
through April 30, 2025. The Association also leases copiers. The Association has elected the short-
term lease exemption for all leases with a term of 12 months or less for both existing and ongoing
operating leases to not recognize the asset and liability for these leases. Lease payments for short-
term leases are recognized on straight-line basis. There were no short- term leases for the years
ended December 31, 2022.

Rent expense under all operating leases for the years ended December 31, 2022 and 2021, was
$27,718 and $23,659, respectively. As most of the Associations’ leases do not provide an implicit
rate, the Association uses the U.S. Treasury’s risk-free rate based on the information available at the
commencement date in determining the present value of lease payments. The weighted average,
remaining lease term and discount rate were as follows as of December 31, 2022:

Weighted average remaining lease term (in years) 2.35
Weighted average discount rate 4.00%

The future minimum lease payments required under operating leases that have an initial or remaining
non-cancelable lease term in excess of one year are as follows:

Year Ending December 31:

2023 $ 26,414
2024 27,011
2025 9,604
Total lease payments 63,029
Less: present value discount (2,396)
Present value of lease liabilities $ 60,633

5. NET ASSETS WITH DONOR RESTRICTIONS:

During 2022, the Association received a donation of $6,643,282 which was restricted by the donor to
aid the materially disadvantaged, and assist programs aimed at women’s reproductive health and
family planning. The Association established an endowment of $6,000,000 by transferring a portion of
the restricted funds to the Columbus Foundation.

Net assets with donor restrictions are compromised of the following as of December 31:

2022 2021
Subiject to expenditure for specific purpose:
Womens' reproductive health and family planning $ 643,190 -
Endowment fund 5,785,634 -
$ 6,428,824 -

11



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

6. AVAILABILITY OF FINANCIAL ASSETS:

The Association is primarily supported by grant revenue received from the Ohio Department of
Health, of which, eighty-five percent is distributed to free clinics around the State of Ohio for providing
care to the uninsured. The Association also receives various federal and state grants, membership
dues, and public contributions to support operations. As part of the Association’s liquidity
management, it has a policy to structure its financial assets to be available as its general

expenditures, liabilities, and other obligations come due.

The following table presents the financial assets available to meet cash needs for general

expenditures within one year at December 31, 2022 and 2021:

2022 2021

Financial assets:

Cash $ 987,998 206,652

Accounts receivable 202,111 187,000

Assets held by community foundation 5,785,634 -
Less: limitations on available resources

Net assets with donor restrictions (6,428,824) -
Financial assets available to meet cash needs for

general expenditures within one year $ 546,919 393,652

7. CONCENTRATION:

Approximately 15% (94% when exclude donor restricted contributions) and 92% of the Association’s
gross revenue is derived from a grant with the Ohio Department of Health for the years ended
December 31, 2022 and 2021, respectively. The current level of the Association’s operations and
program services may be impacted, or segments discontinued, if the funding is not renewed.

12



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATION:

The Association’s Endowment Funds consist of donor restricted contributions designated by the
Board of Directors to function as an endowment. As required by GAAP, net assets associated with
endowment funds, including funds designated by the Board of Directors to function as endowments,
are classified and reported based on the existence or absence of donor-imposed restrictions.

The endowment net assets composition by type of fund as of December 31, 2022 was as follows:

Net Assets Net Assets
Without Donor With Donor
Restrictions Restrictions Total
2022 $ - 5,785,634 5,785,634

2021 $ - - -

The changes in endowment net assets for the years ended December 31, 2022 and 2021 was as
follows:

Net Assets Net Assets
Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, January 1, 2022 $ - - -
Investment income:
Interest income, net - 164,012 164,012
Unrealized losses - (378,378) (378,378)
Total investment income - (214,366) (214,366)
Cash received from pledges
or contributions - 6,000,000 6,000,000
Endowment net assets, December 31, 2022 $ - 5,785,634 5,785,634

Investment fees included in interest income were $533 during 2022.

Return objectives and risk parameters

The Association has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets.

Strategies employed for achieving objectives

To satisfy its long-term rate-of-return objectives, the Association relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current
yield (interest and dividends).

13



Charitable Healthcare Network, Inc.
Notes to the Financial Statements
December 31, 2022 and 2021

INTEREST IN ASSETS HELD BY COMMUNITY FOUNDATION (CONTINUED):

Funds with deficiencies

From time to time, the fair value of assets associated with endowment funds may fall below the level
that the donor or UPMIFA requires the Association to retain as a fund of perpetual duration. These
deficiencies result from unfavorable market fluctuations and continued appropriation for certain
programs that were deemed prudent by the Association’s Board of Directors. As of December 31,
2022 and 2021, the Association had no funds required to be maintained in perpetuity.

Spending policy and how the investment objections related to the spending policy

The fund agreement with the Columbus Foundation states that distributions of income from the
endowment fund will be made annually. These distributions are to be use for the purposes originally
defined by the donor.

FAIR VALUE MEASUREMENTS:

GAAP define fair value, establish a framework for measuring fair value, and establish a fair value
hierarchy that prioritizes the inputs to valuation techniques. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. A fair value measurement assumes that the transaction to sell
the asset or transfer the liability occurs in the principal market for the asset or liability or, in the
absence of a principal market, the most advantageous market. Valuation techniques that are
consistent with the market, income or cost approach are used to measure fair value. The fair value
hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad
levels:

e Level 1: Quoted prices in active markets for identical assets or liabilities.

e Level 2: Observable inputs other than quoted prices included in Level 1, such as quoted prices
in active markets for similar assets or liabilities, quoted prices for identical or similar
assets or liabilities in markets that are not active or other inputs that are observable or
can be corroborated by observable market data.

e Level 3;: Unobservable inputs for which there is little or no market value. This includes certain
pricing models, discounted cash flow methodologies and similar techniques that use
unobservable inputs.

The following is a description of the valuation methodology used for instruments measured at fair
value on a recurring basis and recognized in the accompany statements of financial position:

Interest in assets held by a community foundation: Valued at the interest in assets held at the fair
value of the Association’s share of the investment pool as of the measurement date. The
investment pool is based on quoted net asset values of underlying investments held by the
investment pool adjusted by an asset charge.
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9. FAIR VALUE MEASUREMENTS (CONTINUED):
Assets measured at fair value on a recurring basis are summarized below:

Fair Value Measurements at Reporting Date Using

Description 12/31/22 (Level 1) (Level 2) (Level 3)
Assets held by a
community foundation $ 5,785,634 - 5,785,634 -

There were no changes in the valuation techniques during the current year.
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