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WE ARE AN INDEPENDENT MEMBER OF AU DIT
HLB ) o e e work AND
ASSURANCE

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Valley Community Healthcare

Report on the Audit of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Valley Community Healthcare and
Valley Healthcare Foundation (collectively, the Organization), which comprise the consolidated
statement of financial position as of June 30, 2025, and the related consolidated statements of
activities, functional expenses, and cash flows for the year then ended, and the related notes to
the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the consolidated financial position of the Organization as of June 30, 2025, and the
changes in its consolidated net assets and its consolidated cash flows for the year then ended in
accordance with accounting principles generally accepted in the United States of America (U.S.
GAAP).

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America (GAAS) and the standards applicable to financial audits contained
in Government Auditing Standards issued by the Comptroller General of the United States.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section of our report. We are required to be
independent of the Organization 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.

Change in Reporting Entity

As discussed in Note 1 to the consolidated financial statements, the Organization changed its
reporting entity for the year ended June 30, 2025, to present consolidated financial statements of
Valley Community Healthcare and Valley Healthcare Foundation. Accordingly, the consolidated
results for the year ended June 30, 2025, and the summarized comparative information for the
year ended June 30, 2024, reflect this change in the reporting entity. Our opinion is not modified
with respect to this matter.

Responsibilities of Management for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated
financial statements in accordance with U.S. GAAP, and for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate
whether there are conditions or events, considered in the aggregate, that raise substantial
doubt about the Organization’s ability to continue as a going concern for one year after the
date that the consolidated financial statements are available to be issued.
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To the Board of Directors
Valley Community Healthcare

Auditor’s Responsibility for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 consolidated financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the consolidated 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 consolidated 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 the Organization’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 consolidated financial statements.

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

Report on Summarized Comparative Information

We have previously audited Valley Community Healthcare’s 2024 financial statements, and
we expressed an unmodified audit opinion on those audited financial statements in our
report dated November 25, 2024. We have also previously audited Valley Healthcare
Foundation’s 2024 financial statements, and we expressed an unmodified audit opinion on
those audited financial statements in our report dated May 15, 2025. In our opinion, the
summarized comparative consolidated information presented herein as of and for the year
ended June 30, 2024, is consistent, in all material respects, with the audited financial
statements from which it has been derived.



To the Board of Directors
Valley Community Healthcare

Other Matters - Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying supplementary information, including the Schedule
of Expenditures of Federal Awards, as required by the audit requirements of Title 2 U.S. Code of
Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance) is presented for purposes of
additional analysis and is not a required part of the consolidated financial statements. In addition,
the consolidating statement of financial position and the consolidating statement of activities are
not a required part of the basic consolidated financial statements. The supplementary information
referred to above is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the consolidated financial
statements. Such information has been subjected to the auditing procedures applied in the audit
of the consolidated financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or to the consolidated financial statements
themselves, and other additional procedures in accordance with GAAS. In our opinion, the
information is fairly stated, in all material respects, in relation to the consolidated financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
November 17, 2025 on our consideration of the Organization’s internal control over financial
reporting and on 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 control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on 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 the Organization’s internal control over financial
reporting and compliance.

November 17, 2025
Los Angeles, California



VALLEY COMMUNITY HEALTHCARE

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
Year Ended June 30, 2025

With Summarized Totals at June 30, 2024

2025 2024
ASSETS
CURRENT ASSETS:
Cash $ 5,362,958 $ 4,342,763
Investments 11,516,355 10,508,753
Patient Services Accounts Receivable (Net) 3,180,863 2,662,802
Contributions and Grants Receivable 210,097 802,359
Medical Supplies Inventory 258,477 295,965
Prepaid Expenses 3,937 6,064
TOTAL CURRENT ASSETS 20,532,687 18,618,706
OTHER ASSETS:
Estimated Amounts Due from Third-Party Payors (Net) 220,700 1,266,722
Property and Equipment (Net) 7,627,460 7,411,968
Right-of-Use Operating Lease Assets 331,170 587,526
TOTAL OTHER ASSETS 8,179,330 9,266,216
TOTAL ASSETS $ 28,712,017 $ 27,884,922
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts Payable and Accrued Liabilities $ 644,949 $ 1,391,386
Current Maturities of Lease Liabilities 275,690 267,661
Current Maturities of Note Payable 60,123 57,334
Accrued Payroll and Compensated Absences 1,643,498 1,577,547
Estimated Amounts Due to Third-Party Payors (Net) 1,243,700 781,582
TOTAL CURRENT LIABILITIES 3,867,960 4,075,510
OTHER LIABILITIES:
Deposits 24,550 24,550
Operating Lease Liabilities, Net of Current Maturities 135,131 394,136
Note Payable, Net of Current Maturities 1,285,341 1,344,408
TOTAL OTHER LIABILITIES 1,445,022 1,763,094
TOTAL LIABILITIES 5,312,982 5,838,604
NET ASSETS:
Without Donor Restrictions 23,264,426 21,486,504
With Donor Restrictions 134,609 559,814
TOTAL NET ASSETS 23,399,035 22,046,318
TOTAL LIABILITIES AND NET ASSETS $ 28,712,017 $ 27,884,922

The Accompanying Notes are an Integral Part of These Financial Statements
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CONSOLIDATED STATEMENT OF ACTIVITIES

VALLEY COMMUNITY HEALTHCARE

Year Ended June 30, 2025
With Summarized Totals for the Year Ended June 30, 2024

OPERATING REVENUE AND SUPPORT:

Patient Care Service Revenues (Net)
Government Grants
Contributions
In-Kind Contributions
Net Assets Released from
Purpose Restrictions

TOTAL OPERATING REVENUE
AND SUPPORT

EXPENSES:

Program Services
Management and General
Fundraising

TOTAL EXPENSES

OPERATING REVENUES EXCESS
OVER EXPENSES

OTHER INCOME (LOSS):
Rental Income
Investment Return (Net)
Other Income

Legal Settlement Costs

TOTAL OTHER INCOME (LOSS)
CHANGE IN NET ASSETS
Net Assets - Beginning of Year

NET ASSETS - END OF YEAR

2025

Without Donor With Donor 2024

Restrictions Restrictions Total Total
$ 26,972,898 - $ 26,972,898 $ 24,544,652
4,427,349 - 4,427,349 4,630,081
346,621 102,500 449,121 559,482
55,129 - 55,129 121,035
527,705 (527,705) - -
32,329,702 (425,205) 31,904,497 29,855,250
25,617,439 - 25,617,439 23,048,982
6,005,251 - 6,005,251 6,436,949
245,300 - 245,300 257,279
31,867,990 - 31,867,990 29,743,210
461,712 (425,205) 36,507 112,040
201,898 - 201,898 193,019
974,592 - 974,592 567,728
139,720 - 139,720 11,249
- - - (850,000)
1,316,210 - 1,316,210 (78,004)
1,777,922 (425,205) 1,352,717 34,036
21,486,504 559,814 22,046,318 22,012,282
$ 23,264,426 134,609 $ 23,399,035 $ 22,046,318

The Accompanying Notes are an Integral Part of These Financial Statements
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VALLEY COMMUNITY HEALTHCARE

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
Year Ended June 30, 2025
With Summarized Totals for the Year Ended June 30, 2024

Total Program Services Total Supporting Services
Primary Specialty Other Total Program Management 2025 2024
Care Care Programs Services and General Fundraising Total Total

Salaries and Wages $ 13,978,901 $ 4,587,916 $ 157,885 ¢$ 18,724,702 $ 1,306,768 $ 137,182 ¢$ 20,168,652 $ 18,584,089
Payroll Taxes 1,016,326 333,561 11,479 1,361,366 95,008 9,974 1,466,348 1,351,937
Benefits 1,503,395 493,419 16,980 2,013,794 140,540 14,754 2,169,088 1,963,827
TOTAL PERSONNEL COSTS 16,498,622 5,414,896 186,344 22,099,862 1,542,316 161,910 23,804,088 21,899,853
Medicine and Supplies 1,709,155 146,522 - 1,855,677 336 - 1,856,013 2,157,022
Clinical Services 457,010 135,695 - 592,705 828,279 59,637 1,480,621 1,021,873
Technical Assistance 15,465 70 - 15,535 871,372 - 886,907 771,942
Occupancy 14,819 - 1,310 16,129 687,814 - 703,943 679,866
Education and Seminars 298,136 75,971 - 374,107 226,833 4,570 605,510 615,039
Contractor Fees 3,740 - - 3,740 515,387 - 519,127 544,449
Depreciation 43,189 28,679 - 71,868 350,417 - 422,285 431,343
Repairs and Maintenance 25,537 10,056 - 35,593 362,875 - 398,468 195,770
Other Expenses 53,966 31,319 - 85,285 242,408 13,088 340,781 455,329
Other Professional Services - - - - 205,926 - 205,926 245,490
Insurance 166,904 30,164 - 197,068 4,022 - 201,090 190,290
Office Supplies and Expense 36,213 4,639 - 40,852 126,787 1,070 168,709 107,296
Equipment Purchase and Rental 107,181 21,359 - 128,540 32,658 5,025 166,223 227,508
Laboratory Fees 70,380 29,759 339 100,478 7,821 - 108,299 200,140

TOTAL 2025

FUNCTIONAL EXPENSES $ 19,500,317 $ 5,929,129 $ 187,993 ¢$ 25,617,439 ¢ 6,005,251 $ 245,300 $ 31,867,990
80% 19% 1% 100%
TOTAL 2024

FUNCTIONAL EXPENSES $ 17,264,532 % 5,400,143 $ 384,307 $ 23,048,982 ¢ 6,436,949 ¢ 257,279 $ 29,743,210
77% 22% 1% 100%

The Accompanying Notes are an Integral Part of These Financial Statements
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VALLEY COMMUNITY HEALTHCARE

CONSOLIDATED STATEMENT OF CASH FLOWS

Year Ended June 30, 2025

With Summarized Totals for the Year Ended June 30, 2024

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in Net Assets
Adjustments to Reconcile Change in Net Assets to Net
Cash Provided by Operating Activities:
Depreciation
Realized and Unrealized Gain on Investments
(Increase) Decrease in:
Patient Services Accounts Receivable
Contributions and Grants Receivable
Medical Supplies Inventory
Prepaid Expenses
Estimated Amounts Due to/from Third-Party Payors
Right-of-Use Operating Lease Assets
Increase (Decrease) in:
Accounts Payable and Accrued Liabilities
Accrued Payroll and Compensated Absences
Operating Lease Liabilities

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of Property and Equipment

Purchase of Investments

Proceeds from Sales of Investment

Reinvested Interest and Dividends

NET CASH USED IN INVESTING ACTIVITIES

CASH FLOWS USED IN FINANCING ACTIVITIES:
Principal Payments on Note Payable

NET INCREASE (DECREASE) IN CASH

Cash - Beginning of Year

CASH - END OF YEAR

SUPPLEMENTAL DISCLOSURE OF
CASH FLOW INFORMATION:
Cash Paid During the Year for Interest

The Accompanying Notes are an Integral Part of These Financial Statements
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2025 2024
1,352,717  $ 34,036
422,285 431,343
(499,074) (150,350)
(518,061) 88,388
592,262 (204,809)
37,488 (9,124)
2,127 2,221
1,508,140 (932,540)
256,356 249,478
(746,437) 580,940
65,951 243,508
(250,976) (215,491)
2,222,778 117,600
(637,777) (633,469)
(7,357,141) (5,022,000)
7,187,122 2,169,892
(338,509) (263,218)
(1,146,305) (3,748,795)
(56,278) (53,449)
1,020,195 (3,684,644)
4,342,763 8,027,407
5,362,958 $ 4,342,763
66,013 $ 68,612



VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 1 - ORGANIZATION

Valley Community Healthcare is a nonprofit comprehensive neighborhood healthcare
center in the San Fernando Valley, providing patient-centered primary medical care
and related health services to help individuals and their families get well, stay well
and live a healthy life, regardless of their ability to pay. Founded in 1970 as the
“family doctor” for the Valley’s working poor and other uninsured. The Organization
today serves nearly 25,000 patients with more than 75,000 annual patient visits at
its main campus in North Hollywood (at Coldwater Canyon Blvd and Vanowen) and at
its satellite location. In December 2014, the new location in North Hills started its
operation with limited services and was fully operational starting June 2015.

Supplementing its primary care, Valley Community Healthcare also provides chronic
disease management, optometry, dental, nutrition education, pediatrics, women’s
health, prenatal, mental health, and counseling services, a nationally recognized
youth/teen education program and wellness education.

Valley Community Healthcare’s model of care, education and culturally sensitive
program is designed to promote wellness and preventative care for the entire San
Fernando Valley Community, helping deliver better patient outcomes, more cost-
effective services and a stronger healthcare system.

The consolidated financial statements include the accounts of Valley Community
Healthcare and Valley Healthcare Foundation (the Foundation), collectively, the
Organization. The Foundation was formed in March 2023, and its specific purpose is
to support the mission of Valley Community Healthcare, which is to provide quality
primary health care to people in need. In addition, Valley Community Healthcare
exercises control over the Foundation through a management affiliation agreement
and common leadership team and Board members. Furthermore, subsequent to
year-end, in July 2025, the Foundation’s Board approved a restructure of the Foundation
as a supporting organization of Valley Community Healthcare with Valley Community
Healthcare being the sole corporate member of the Foundation. As a result, the
consolidated financial statements for the year ended June 30, 2025, as well as the
summarized comparative information for the year ended June 30, 2024, reflect this
change in the reporting entity.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) BASIS OF PRESENTATION
The consolidated financial statements are presented utilizing the accrual basis
of accounting in accordance with accounting principles generally accepted in

the United States of America.

All significant intercompany transactions between VCH and the Foundation
have been eliminated in consolidation.



VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(b)

(c)

(d)

NET ASSETS

Net assets, revenues, gains, and losses are classified based on the existence
or absence of donor or grantor-imposed restrictions. Accordingly, net assets
and changes therein are classified and reported as follows:

) Net Assets Without Donor Restrictions. Net assets available for
use in general operations and not subject to donor (or certain grantor)
restrictions. The Board has designated, from net assets without donor
restrictions, funds to be used for a board designated reserve.

. Net Assets With Donor Restrictions. Contributions restricted by
donors are reported as increases in net assets without donor restrictions
if the restrictions expire (that is, when a stipulated time restriction ends
or purpose restriction is accomplished) in the reporting period in which
the revenue is recognized. All other donor-restricted contributions are
reported as increases in net assets with donor restrictions. When a
restriction expires, net assets with donor restrictions are reclassified to
net assets without donor restrictions and reported in the consolidated
statement of activities as net assets released from donor restrictions.

MEASURE OF OPERATIONS

The Organization’s operating revenues excess over expenses includes all operating
revenues and expenses that are an integral part of its programs and supporting
activities. The measure of operations excludes rental income, investment return,
certain other income, and legal settlement expenses that are both significant and
unusual in nature.

INVESTMENTS

Investments in marketable securities with readily determinable values are reported
at fair value, based on quoted market prices, in the consolidated statement of
financial position. Changes in unrealized gains and losses resulting from changes in
fair value are reflected in the consolidated statement of activities. Investments
received through gifts are recorded at estimated fair value at the date of donation.

Dividend and interest income are accrued when earned. Dividend and interest
income earned from investments are reported on the consolidated statement
of activities as increases or decreases in net assets without donor restrictions
unless their use is restricted by donor stipulations or by law.



VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(e)

(f)

FAIR VALUE MEASUREMENTS

The Organization reports fair value measures of its assets and liabilities using a
three-level hierarchy that prioritizes the inputs used to measure fair value. This
hierarchy, established by accounting principles generally accepted in the United
States of America (U.S. GAAP), requires that entities maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring
fair value. The asset or liability’s measurement within the fair value hierarchy is
based on the lowest level of input that is significant to the measurement.

In general, fair values determined by Level 1 inputs utilize quoted prices
(unadjusted) in active markets for identical assets. Fair values determined by
Level 2 inputs utilize data points that are observable such as quoted prices,
interest rates and yield curves. Fair values determined by Level 3 inputs are
unobservable data points for the asset and include situations where there is
little, if any, market activity for the asset.

PATIENT SERVICES ACCOUNTS RECEIVABLE (NET)

Patient services accounts receivable reflects the outstanding amount of
consideration to which the Organization expects to be entitled in exchange for
providing patient care. These amounts are due from patients, third-party
payors (including health insurers and government programs) and others. In
evaluating the collectability of accounts receivable, the Organization regularly
analyzes its past history and identifies and reviews trends for each of its
major payor sources of revenue to estimate appropriate and sufficient implicit
and explicit price concessions reflected in accounts receivable.

For receivables associated with services provided to patients who have third-
party coverage, the Organization analyzes contractually due amounts and
provides additional implicit and explicit price concessions, if necessary, based
upon historical collection history of deductibles and copayments on accounts for
which the third-party payor had not been paid, or for remaining payor balances.

For receivables associated with self-pay patients (which includes both patients
without insurance and patients with deductible and copayment balances due
for which third-party coverage exists for part of the bill), the Organization
records a significant implicit price concession in the period of service on the basis
of its past experience, which indicates that many patients are unable or unwilling
to pay the portion of their bill for which they are financially responsible.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

)

(9)

PATIENT SERVICES ACCOUNTS RECEIVABLE (NET) (continued)

The Organization provides an allowance for credit losses, which is based upon
a review of outstanding receivables, historical collection information, and
existing economic conditions adjusted for current conditions and reasonable
and supportable forecasts. In evaluating whether an allowance for credit
losses should be recognized, the Organization considers information, such as
the amount of time receivables have been outstanding, changes in credit
ratings for third-party payors, request from third-party payors to alter
payment terms due to financial difficulty or enter payment plans, and notices
of payor bankruptcies or receivership. Credit losses are recognized when
collection on patient accounts receivable is no longer reasonably assured. The
Organization's patient accounts receivable are generally paid for on behalf of
patients by third-party payors, which are highly-solvent, creditworthy, highly-
regulated payors, such as Medicare, Medi-Cal, and other commercial payors.
The balance of receivables from self-pay patients with no third-party coverage
is minimal. At June 30, 2025, all patient services accounts receivable were
deemed to be collectible, and no allowance for credit losses was established.

The Organization has elected the practical expedient permitted by Accounting
Standards Update (ASU) 2025-05, Financial Instruments-Credit Losses (Topic
326): Measurement of Credit Losses for Accounts Receivable and Contract
Assets, when estimating expected credit losses for current receivables arising
from revenue transactions under ASC 606. Under this expedient, the Organization
assumes that current conditions as of the consolidated statement of financial
position date remain unchanged over the remaining life of the asset. In
addition, the Organization has also elected the related accounting policy election
permitted under ASU 2025-05 to consider collection activity after the date of the
consolidated statement of financial position in its estimate of expected credit losses
and has considered subsequent collection activity through September 30, 2025,
in evaluating its allowance for credit losses.

CONTRIBUTIONS AND GRANTS RECEIVABLE AND REVENUE RECOGNITION

The Organization recognizes contributions when cash, securities or other assets;
an unconditional promise to give; or a notification of a beneficial interest is received.
Conditional promises to give - that is, 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. Contributions are recorded at fair value, and in the case
of pledges, are recorded at the present value of their estimated future cash flows.

-11-



VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(9)

(h)

CONTRIBUTIONS AND GRANTS RECEIVABLE AND REVENUE RECOGNITION
(continued)

A portion of the Organization’s revenue is derived from cost-reimbursable
federal and state contracts and grants, which are conditioned upon certain
performance requirements and/or the incurrence of allowable qualifying expenses.
Amounts received are recognized as revenue when the Organization has incurred
expenditures in compliance with specific contract or grant provisions. Amounts
received prior to incurring qualifying expenditures are reported as refundable
advances in the consolidated statement of financial position. Revenues from
other non-cost reimbursement government and private grants are recognized
when received absent measurable performance barriers and rights of return
according to the provisions of the grants.

The Organization evaluated the collectability of contributions and grants
receivable at June 30, 2025 and determined all balances to be collectible.
As a result, no allowance for uncollectible contributions and grants receivable
was established at June 30, 2025.

Contributions that impose restrictions that are met in the same fiscal year are
reported as increases in net assets without donor restrictions. Expirations of donor
restrictions in subsequent years are reported as “Net assets released from donor
restrictions” in the consolidated statement of activities. The Organization has
adopted a similar policy for conditional contributions whereby revenue from
conditional restricted contributions is reported in the net assets without donor
restrictions when the conditions are met in the same period that the contribution is
received and there are no further donor-imposed restrictions.

MEDICAL SUPPLIES INVENTORY

Medical supplies inventory consists of immunization, medical, dental, and
pharmaceuticals supplies and is stated at the lower of cost (first-in, first-out)
or market, net of an allowance for obsolescence. Contributed pharmaceuticals
are recognized when used for program services. At June 30, 2025, inventory
consisted primarily of pharmaceuticals and medical supplies.

PROPERTY AND EQUIPMENT

Property and equipment are recorded at cost at the date of acquisition if purchased
or at estimated fair value at the date of donation if donated. Depreciation is
computed using the straight-line method over the estimated useful lives of the
related assets. The estimated useful lives are as follows:

Building 39 Years
Building Improvements 7-39 Years
Furniture and Fixtures 5 Years

-12-



VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

()

@)

(k)

O

PROPERTY AND EQUIPMENT (continued)

Expenditures for repairs and maintenance are charged to expense as incurred.
Property and equipment are capitalized if the cost of an asset is greater than or
equal to $5,000 and the useful life is greater than one year.

LONG-LIVED ASSETS

The Organization evaluates long-lived assets for impairment whenever events
or changes in circumstances indicate that the carrying value of an asset may
not be recoverable. An impairment loss is recognized when the sum of the
undiscounted future cash flows is less than the carrying amount of the asset, in
which case a write-down is recorded to reduce the related asset to its estimated
realizable value. During the year ended June 30, 2025, no impairment losses
were recognized.

INCOME TAXES

Both Valley Community Healthcare and Valley Healthcare Foundation are a
nonprofit public benefit corporation organized under the laws of California
and, as such, are exempt from federal and state income taxes under Internal
Revenue Code (IRC) Section 501(c)(3) and California Revenue and Taxation
Code Section §23701d.

In accordance with the Financial Accounting Standards Board’s (FASB)
Accounting Standards Codification Topic No. 740, Uncertainty in Income
Taxes, the Organization recognizes the impact of tax positions in the
consolidated financial statements if that position is more likely than not to be
sustained on audit, based on the technical merits of the position. During the
year ended June 30, 2025, the Organization performed an evaluation of
uncertain tax positions and did not identify any matters that would require
recognition in the consolidated financial statements or which might have an
effect on its tax-exempt status.

PATIENT CARE SERVICE REVENUES

Patient care service revenue is recognized as the Organization satisfies
performance obligations under its contracts with patients. Patient service
revenue is reported at the estimated transaction price or amount that reflects
the consideration to which the Organization expects to be entitled in exchange
for providing patient care. The Organization determines the transaction price
based on standard charges for goods and services provided, reduced by
contractual adjustments provided to third party payors, discounts provided to
uninsured patients in accordance with the Organization’s policies and implicit
price concessions provided to uninsured patients.

-13-



VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

)

(m)

(n)

PATIENT CARE SERVICE REVENUES (continued)

The Organization determines its estimates of explicit price concessions, which
represent adjustments and discounts based on contractual agreements, its
discount policies and historical experience by payor groups. The Organization
determines its estimate of implicit price concessions based on its historical
collection experience by classes of patients. The estimated amounts also include
variable consideration for retroactive revenue adjustments due to settlement of
audits, reviews and investigations by third-party payors.

CHARITY CARE

The Organization defines “charity care” as services rendered for which the
patient shall not be held liable. The Organization is committed to providing free
(or based on a sliding fee scale) quality health care for certain members of its
community, including the poor and underserved who cannot afford health
insurance, copays and deductibles. During the year ended June 30, 2025, the
Organization provided uncompensated care of approximately $4,758,000 to its
patients, which has been calculated as the difference between total costs less
net patient care service revenues.

CONTRIBUTED GOODS AND SERVICES

Contributions of donated non-cash assets are recorded at fair value based on
comparable cost of similar pharmaceuticals in the period received and
expensed when utilized. These contributions are not restricted. Non-cash goods
are valued based upon estimates of fair market value that would be received
for selling the goods in their principal market considering their condition and
utility for use at the time the goods are contributed by the donor. Donated
pharmaceuticals are not sold but rather used for the Organization’s operations.

Contributions of donated services are recognized at fair value if the services
received (a) create or enhance long-lived assets, or (b) require specialized
skills, are provided by individuals possessing those skills, and would typically
need to be purchased if not provided by donation. Contributed pharmaceuticals,
supplies, and services totaled $55,129 during the year ended June 30, 2025.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(o)

LEASES AND RENTAL INCOME

The Organization recognizes and measures its leases in accordance with FASB
Accounting Standards Codification (ASC) 842, Leases.

The Organization is a lessee in an operating lease for office space. The Organization
determines if an arrangement is a lease, or contains a lease, at inception of a
contract and when the terms of an existing contract are changed. The
Organization recognizes an operating lease liability and a right-of-use (ROU)
asset at the commencement date of the lease. The operating lease liability is
initially and subsequently recognized based on the present value of its future
lease payments. Variable payments are included in the future lease payments
when those variable payments depend on an index or a rate. The discount rate is
the implicit rate if it is readily determinable or otherwise the Organization uses
the risk-free rates.

The ROU asset is subsequently measured throughout the lease term at the
amount of the re-measured lease liability (i.e., present value of the remaining
lease payments), plus unamortized initial direct costs, plus (minus) any
prepaid (accrued) lease payments, less the unamortized balance of lease
incentives received, and any impairment recognized. Lease cost for lease
payments is recognized on a straight-line basis over the lease term.

The Organization has elected, for all underlying classes of assets, to not
recognize ROU assets and lease liabilities for short-term leases that have a lease
term of 12 months or less at lease commencement, and do not include an option
to purchase the underlying asset that the Organization is reasonably certain to
exercise. The Organization recognizes lease cost associated with short-term
leases on a straight-line basis over the lease term.

In addition, the Organization leases its facilities under long-term and month-
to-month operating leases and recognizes lease income on a straight-line
basis over the terms of the respective lease agreements. Unbilled rent receivable
or deferred rent revenue are recorded, as appropriate, for the accumulated
difference between the cash received and the straight-line lease income.

The Organization determines whether the contract contains a lease at its
inception based on whether the contract conveys the right to control the use of
identified facilities for a period of time in exchange for consideration. The
classification of the lease as operating or financing is also determined at the
inception of the lease contract. If the provisions of the lease change after lease
inception, other than by renewal or extension, the Organization evaluates
whether that change may have resulted in a different lease classification had the
change been in effect at inception. If so, the revised agreement is considered a
new lease for lease classification purposes. The Organization’s leases do not
contain significant non-lease components.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(p)

(q)

(r)

FUNCTIONAL ALLOCATION OF EXPENSES

The costs of providing the Organization’s programs and other activities have
been presented in the consolidated statement of functional expenses. During
the year, such costs are accumulated into separate groupings as either direct
or indirect. Certain indirect or shared costs are allocated among program and
support services based on the estimated proportionate staff time spent on
various activities or other method that best measures the relative degree of
benefit.

CONCENTRATION OF RISK

The Organization maintains its cash in bank deposit accounts and other
investment accounts, which, at times, may exceed federally insured limits. The
Organization has not experienced any losses in such accounts and believes it is
not exposed to any significant credit risk on these accounts.

During the year ended June 30, 2025, the Organization received approximately
86% of its third-party reimbursement for patient care services from Medi-Cal
and Managed Care patients. Reimbursement for such services is currently
based on prospective payment system (PPS) rates with final settlement after
submission of annual reconciliation reports to the State of California.

A significant portion of the Organization’s annual funding, 14% in 2025, is derived
from grant agreements with federal and nonfederal government agencies. The
Organization has no reason to believe that relationships with these agencies will be
discontinued in the foreseeable future. However, any interruption of these
relationships (i.e., the failure to renew grant agreements or withholding of funds)
would adversely affect the Organization’s ability to finance foregoing operations.

Investment securities, in general, are exposed to various risks such as interest
rate, credit and overall market volatility. Due to the level of risk associated with
certain investment securities, it is reasonably possible that changes in the value
of investment securities will occur in the near term and that such change could
materially affect the amounts reported in the consolidated statement of
financial position.

USE OF ESTIMATES

The preparation of consolidated financial statements in conformity with U.S.
GAAP requires management to make estimates and assumptions that affect
reported amounts of assets, liabilities, revenues and expenses as of the date
and for the period presented. Accordingly, actual results could differ from those
estimates.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

(s)

(t)

(u)

COMPARATIVE TOTALS

The consolidated financial statements include certain prior year summarized
comparative information in total but not by net asset class. Such information
does not include sufficient detail to constitute a presentation in conformity with
U.S. GAAP. Accordingly, such information should be read in conjunction with the
Organization’s consolidated financial statements for the year ended June 30,
2024, from which the summarized information was derived.

NEW ACCOUNTING PRONOUNCEMENT

In July 2025, the Financial Accounting Standards Board (FASB) issued ASU No.
2025-05, Financial Instruments—Credit Losses (Topic 326): Measurement of
Credit Losses for Accounts Receivable and Contract Assets, which provided a
practical expedient and an accounting policy election when estimating current
credit losses for current accounts receivable and current contract assets
intended to simplify the evaluation of the allowance for current credit losses.
The Organization implemented this ASU during the year ending June 30, 2025
prospectively, and the adoption had no material impact on the consolidated
financial statements.

SUBSEQUENT EVENTS

The Organization has evaluated events and transactions occurring subsequent
to the consolidated statement of financial position date of June 30, 2025, for
items that should potentially be recognized or disclosed in these consolidated
financial statements. The evaluation was conducted through November 17,
2025, the date these consolidated financial statements were available to be
issued. No such material events or transactions were noted to have occurred,
except as otherwise disclosed in the notes to these consolidated financial
statements.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 3 - FAIR VALUE MEASUREMENTS

The following table presents information about the Organization’s assets that are
measured at fair value on a recurring basis at June 30, 2025:

Fair Value Measurements Using
Quoted Prices

in Active Significant
Markets for Other Significant
Identical Observable Unobservable
Assets Inputs Inputs
June 30, 2025 (Level 1) (Level 2) (Level 3)
Cash Equivalents $ 656,071 $ 656,071 $ - $ -
Fixed Income Mutual

Funds 3,225,748 3,225,748 - -
Equity Exchange-

Traded Funds 3,921,981 3,921,981 - -
Government Bonds 1,448,971 - 1,448,971 -
Corporate Bonds 2,263,584 - 2,263,584 -

TOTAL $ 11,516,355 $ 7,803,800 $ 3,712,555 $ -

The fair values of marketable securities within Level 1 were obtained based on quoted
market prices at the closing of the last business day of the fiscal year. The fair values
of government bonds within Level 2 were based on independent pricing services and
spreads sourced from brokers/dealers, trade prices, and the new issues market.

NOTE 4 - PROPERTY AND EQUIPMENT

Property and equipment consisted of the following at June 30, 2025:

Land $ 1,925,500
Building 5,232,266
Building Improvements 5,111,070
Furniture and Equipment 3,916,886
TOTAL 16,185,722
Less: Accumulated Depreciation (8,558,262)
TOTAL PROPERTY AND
EQUIPMENT (NET) $ 7,627,460

Depreciation expense for the year ended June 30, 2025 was $422,285.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 5 - NOTE PAYABLE

The Organization has a $1,779,000 note payable with American Business Bank. The
agreement calls for monthly principal and interest payments of $10,223 with a
balloon payment of $1,212,386 in September 2027. The note bears a fixed interest
rate of 4.76% and is secured by a real property owned by the Organization. The
balance of the note payable was $1,345,464 at June 30, 2025. Interest expense
incurred on the note payable totaled $66,013 for the year ended June 30, 2025 and
is included in other expenses in the accompanying consolidated statement of
functional expenses. Future maturities of the note payable at June 30, 2025 are as
follows:

Year Ending June 30

2026 $ 60,123
2027 63,048
2028 1,222,293
TOTAL $ 1,345,464

NOTE 6 - LINE OF CREDIT

The Organization has a revolving line of credit with American Business Bank with a
limit of $5,000,000 and a maturity date of September 1, 2027. Advances under the
line of credit accrue interest at a floating per annum rate equal to the Western Edition
Wall Street Journal Prime rate (7.50% at June 30, 2025). Interest is payable monthly on
the second calendar day of each month. The collateral on the line of credit is real property
owned by the Organization. As of June 30, 2025, there were no outstanding balances
drawn on this line of credit and $5,000,000 was available for borrowing.

NOTE 7 - NET ASSETS WITHOUT DONOR RESTRICTIONS

Net assets without donor restrictions consisted of undesignated and Board designated
amounts for the following purposes at June 30, 2025:

Undesignated Net Assets $ 21,298,670

Board Designated Reserve Fund 1,965,756
TOTAL NET ASSETS WITHOUT

DONOR RESTRICTIONS $ 23,264,426

The Board has designated certain net assets without donor restrictions as a Board
Designated Reserve Fund. Such funds are intended for strategic priorities, building fund
reserves for major capital improvements and program funding.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 8 - NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions consisted of the following at June 30, 2025:

Subject to Expenditure for Specified Purpose:

Physician Recruitment $ 62,500
Enhanced Care Management Implementation 32,109
Other 40,000
TOTAL NET ASSETS WITH

DONOR RESTRICTIONS $ 134,609

Net assets were released from donor restrictions by incurring expenses satisfying
the restricted purpose as follows for the year ended June 30, 2025:

Satisfaction of Purpose Restriction:

Population Health Management Initiative $ 323,408
Enhanced Care Management Implementation 204,297
TOTAL NET ASSETS WITH

DONOR RESTRICTIONS $ 527,705

NOTE 9 - PATIENT CARE SERVICE REVENUE

Patient care service revenue is reported at the amount that reflects the consideration
to which the Organization expects to be entitled in exchange for providing patient
care. These amounts are due from patients, third-party payors (including health insurers
and government payors), and others and includes variable consideration for retroactive
revenue adjustments due to settlement of audits, reviews, and investigations. Generally,
the Organization bills the patients and third-party payors several days after the services
are performed. Revenue is recognized as the performance obligations are satisfied.

(a) PERFORMANCE OBLIGATIONS

Performance obligations are determined based on the nature of the services
provided by the Organization. Revenue for performance obligations satisfied over
time is recognized based on actual charges incurred. The Organization believes
that this method provides a faithful depiction of the transfer of services over the
term of the performance obligation based on the inputs needed to satisfy the
obligation. Generally, performance obligations satisfied over time relate to medical,
dental, visual, and behavioral health services provided at the Organization sites.
The Organization measures the performance obligation from the commencement
of a visit to the point when it is no longer required to provide services to that
patient, which is generally at the time of completion of the visit.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 9 - PATIENT CARE SERVICE REVENUE (continued)

(a)

(b)

(o)

PERFORMANCE OBLIGATIONS (continued)

Revenue for performance obligations satisfied at a point in time relates to
sales of pharmaceuticals through contracted pharmacies and is generally
recognized when pharmaceuticals are provided to patients and customers in a
retail setting, and the Organization does not believe it is required to provide
additional goods or services related to that sale.

TRANSACTION PRICE

The Organization determines the transaction price based on standard charges for
goods and services provided, reduced by contractual adjustments provided to
third-party payors, discounts provided to uninsured patients in accordance with
the Organization’s policy, or implicit price concessions provided to uninsured
patients. The Organization determines its estimates of contractual adjustments
and discounts based on contractual agreements, its discount policies, and
historical experience. The Organization determines its estimate of implicit price
concessions based on its historical collection experience with uninsured patients.

In relation to the sales of pharmaceuticals, the Organization participates in
the 340B Drug Pricing Program (340B Program) which enables qualifying
health care providers to purchase drugs from pharmaceutical suppliers at a
substantial discount. The 340B Program is managed by the Health Resources and
Services Administration (HRSA) Office of Pharmacy Affairs. HRSA is currently
conducting routine audits of these programs at health care organizations and
increasing its compliance monitoring processes. Laws and regulations governing
the 340B Drug Pricing Program are complex and subject to interpretation and
change. As a result, it is reasonably possible that material changes to the
consolidated financial statement amounts related to the 340B Program could occur
in the near term.

THIRD-PARTY PAYORS
The Organization is approved as a Federally Qualified Health Center (FQHC) for
both Medicare and Medi-Cal reimbursement purposes. Agreements with third-

party payors provide for payments at amounts less than established charges.
A summary of the payment arrangements with major third-party payors follows:
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 9 - PATIENT CARE SERVICE REVENUE (continued)

(o)

THIRD-PARTY PAYORS (continued)

e Maedi-Cal. Covered FQHC services rendered to Medi-Cal program beneficiaries
are paid based on a prospective reimbursement methodology. The Organization
is reimbursed at a negotiated all-inclusive encounter rate, for each clinic site, for
all services provided under the program per occasion of service. The
Organization also participates in the Medi-Cal managed care program, pursuant
to the terms of which the Organization is paid at a negotiated fixed fee on a per-
member-per-month basis and is entitled to additional reimbursements through a
per claim wrap around rate and a reconciliation of the differences between the
total of the capitation, third-party reimbursement and wrap around payments,
and its all-inclusive Medi-Cal rate per visit paid by the State. The final
reconciliation settlement is determined by the California Department of Health
Care Services after submission of annual reconciliation reports and audits thereof
by the State Financial Audits Branch. The Organization’s Medi-Cal Managed Care
reconciliation reports have been audited and finalized through fiscal year 2020.

e Maedicare. Covered FQHC services rendered to Medicare program beneficiaries
are paid in accordance with provisions of Medicare’s PPS for FQHCs. Medicare
payments, including patient coinsurance, are paid on the lesser of the
Organization’s actual charge or the applicable PPS rate.

e Other. Payment agreements with the My Health LA (MHLA) program with the
County of Los Angeles, as well as with certain commercial insurance carriers,
health maintenance and managed care organizations, and preferred provider
organizations provide for payment using prospectively determined rates per unit
of service, discounts from established charges, as well as capitation payments.

Laws and regulations concerning government programs, including Medicare
and Medi-Cal, are complex and subject to varying interpretation. As a result of
investigations by governmental agencies, various health care organizations have
received requests for information and notices regarding alleged noncompliance
with those laws and regulations, which, in some instances, have resulted in
organizations entering into significant settlement agreements. Compliance with
such laws and regulations may also be subject to future government review and
interpretation as well as significant regulatory action, including fines, penalties, and
potential exclusion from the related programs. There can be no assurance that
regulatory authorities will not challenge the Organization’s compliance with these
laws and regulations, and it is not possible to determine the impact (if any) such
claims or penalties would have upon the Organization. In addition, the contracts
the Organization has with commercial payors also provide for retroactive audit and
review of claims.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 9 - PATIENT CARE SERVICE REVENUE (continued)

(o)

THIRD-PARTY PAYORS (continued)

Settlements with third-party payors for retroactive revenue adjustments due to
audits, reviews or investigations are considered variable consideration and are
included in the determination of the estimated transaction price for providing
patient care. These settlements are estimated based on the terms of the
payment agreement with the payor, correspondence from the payor and the
Organization’s historical settlement activity, including an assessment to ensure
that it is probable that a significant reversal in the amount of cumulative revenue
recognized will not occur when the uncertainty associated with the retroactive
adjustment is subsequently resolved. Estimated settlements are adjusted in
future periods as adjustments become known (that is, new information becomes
available), or as years are settled or are no longer subject to such audits,
reviews, and investigations.

There is no significant financing component related to third-party settlements
because it is not a result of the provision of a financing arrangement with a
government payor. In addition, the timing of payment is at discretion of the payor
and does not involve the patient.

During the year ended June 30, 2025, the audits of several of the Organization’s
prior year PPS reconciliations were completed. Adjustments arising from a
change in the transaction price are reported as adjustments in the current year’s
net patient care service revenues. The Organization recorded an decrease
adjustment totaling $2,068,422 during the year ended June 30, 2025 arising
from such adjustments to estimated settlement balances recorded in prior years.

Generally, patients who are covered by third-party payors are responsible for
related deductibles and coinsurance, which vary in amount. As required by
Section 330 of the Public Health Service Act (42 U.S.C. §254b), the Organization
also has established a sliding fee discount program and offers low-income patients
a sliding fee discount from standard charges. The Organization estimates the
transaction price for patients with deductibles and coinsurance and from those who
are uninsured based on historical experience and current market conditions. The
initial estimate of the transaction price is determined by reducing the standard
charge by any contractual adjustments, discounts, and implicit price concessions
based on historical collection experience. Subsequent changes to the estimate of
the transaction price are generally recorded as adjustments to patient care service
revenues in the period of the change. Subsequent changes that are determined
to be the result of an adverse change in the patient’s ability to pay are recorded
as bad debt expense.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 9 - PATIENT CARE SERVICE REVENUE (continued)
(c) THIRD-PARTY PAYORS (continued)

Consistent with the Organization’s mission, care is provided to patients regardless
of their ability to pay. Therefore, the Organization has determined it has provided
implicit price concessions to uninsured patients and other uninsured balances, such
as copays and deductibles. The implicit price concessions included in estimating
the transaction price represent the difference between amounts billed to patients
and the amounts the Organization expects to collect based on its collection
history with those patients.

(d) REVENUE COMPOSITION

The Organization has determined that the nature, amount, timing, and uncertainty
of revenue and cash flows are affected by the following factors:

e Payors (for example, Medicare, Medi-Cal, managed care or other insurance,
patients) have different reimbursement and payment methodologies.

e Nature of the patient’s services (for example, medical, dental, visual, behavioral
health, etc.)

e Method of reimbursement (fee for service or capitation)

(e) REVENUE COMPOSITION

In the following table, revenue is disaggregated by timing of satisfaction of
performance obligations for the year ended June 30, 2025:

Performance Obligations Satisfied over Time $ 25,717,347
Performance Obligations Satisfied at a Point in Time 1,255,551
TOTAL PATIENT CARE SERVICE REVENUES $ 26,972,898

NOTE 10 - RETIREMENT PLAN

The Organization has a 401(k) defined contribution plan covering substantially all
employees. The plan provides for an annual discretionary matching contribution to
the plan by the Organization. Total discretionary plan contributions made by the
Organization for the year ended June 30, 2025 were $551,685.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 11 - LEASES

(a)

(b)

OPERATING LEASES - LESSEE

The Organization leases an office building located at Sherman Oaks, California
which is accounted for as an operating lease. The operating lease expires on
September 30, 2026. The lease includes an option to renew, with renewal terms
generally ranging from one to five years. The exercise of lease renewal options is
at the Organization’s discretion. The Organization is not reasonably certain to
exercise the option to renew and has chosen not to include the renewal term in
the calculation of the ROU asset and related lease liability. As of June 30, 2025,
the Organization recognized $331,170 of ROU assets and $410,821 of related
lease liabilities for contracts that are classified as operating leases.

Lease cost totaled $271,402 for the year ended June 30, 2025. As of June 30,
2025, the weighted average remaining lease terms of operating leases are
approximately 1.25 years. The weighted average discount rate used to determine
the lease liabilities as of June 30, 2025 for the operating lease was approximately
2.87%, which was the risk-free rate for the remaining lease term at the time of
the implementation of the ASC 842, Leases.

Maturities of lease liabilities as of June 30, 2025 are as follows:

Year Ending June 30

2026 $ 275,690

2027 140,939
TOTAL FUTURE LEASE

PAYMENTS 416,629

Less: Imputed Interest (5,808)

TOTAL $ 410,821

OPERATING LEASES - LESSOR

The Organization leases office space in its building to tenants under operating
leases expiring in fiscal year 2026. Future minimum rental income payments
under these operating leases are $81,300 to be received during the year
ending June 30, 2026. Rental income under operating leases for the year ended
June 30, 2025 was $201,898.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 12 - COMMITMENTS AND CONTINGENCIES

(a)

(b)

(c)

GOVERNMENT GRANTS AND CONTRACTS

The Organization has received local, state and federal funds for specific purposes
that are subject to review and audit by the contracting agencies. There can be no
assurance that regulatory authorities will not challenge the Organization’s
compliance with these laws and regulations, and it is not possible to determine
the impact, if any, such claims or penalties would have on the Organization. As a
result, there is a reasonable possibility that recorded amounts will change by a
material amount in the near term. To foster compliance with applicable laws and
regulations, the Organization maintains a compliance program designed to detect
and correct potential violations of laws and regulations related to its programs.

LITIGATION

In the ordinary course of conducting business, the Organization may become
involved in various lawsuits. Some of these proceedings may result in judgments
being assessed against the Organization, which, from time to time, may have an
impact on changes in net assets. The Organization does not believe that these
proceedings, individually or in the aggregate, will have a material effect on the
accompanying consolidated financial statements.

MEDICAL MALPRACTICE CLAIMS

Effective June 24, 2015, the U.S. Department of Health and Human Services has
deemed the Organization and its practicing providers covered under the Federal
Tort Claims Act (FTCA) for damage for personal injury, including death, resulting
from the performance of medical, surgical, dental and related functions.

The Organization purchases primary and excess liability malpractice insurance under
claims-made policies. Adjustments of estimated to actual expense, if any, after the
policy terms, are included in the period such adjustments are determined.

U.S. GAAP require a health care provider to accrue the expense of its share of
malpractice claim costs, if any, for any reported and unreported incidents of
potential improper professional service occurring during the year by estimating
the probable ultimate costs of the incidents. Based upon the Organization’s claim
experience, no such accrual has been made. It is reasonably possible that this
estimate could change materially in the near term.
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VALLEY COMMUNITY HEALTHCARE

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2025

NOTE 13 - LIQUIDITY AND AVAILABILITY OF FINANCIAL RESOURCES

The total financial assets held by the Organization at June 30, 2025 and the amounts
of those financial assets that could be made available for general expenditures within
one year of the date of the consolidated statement of financial position are summarized
in the following table:

Financial Assets at June 30, 2025

Cash and Cash Equivalents $ 5,362,958
Investments 11,516,355
Patient Services

Accounts Receivable (Net) 3,180,863
Contributions and Grants Receivable 210,097
TOTAL FINANCIAL ASSETS

AT JUNE 30, 2025 20,270,273

Less Amounts Not Available to Be Used
within One Year, Due to:
Contributions and Grants Receivable
with Donor Purpose Restrictions (134,609)
Board Designated Reserve Fund (1,965,756)

FINANCIAL ASSETS AVAILABLE TO
MEET GENERAL EXPENDITURES
WITHIN ONE YEAR $ 18,169,908

The Organization regularly monitors liquidity required to meet its operating needs
and other contractual commitments, while also striving to maximize the investment
of its available funds. The Organization is substantially supported by patient care
service revenues and government grants. As part of the Organization’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 Organization has various sources of liquidity at its disposal, including cash and
cash equivalents and investments. For purposes of analyzing resources available to
meet general expenditures over a 12-month period, the Organization considers
contributions restricted by time only and expected to be collected in the next fiscal
year as available for general expenditures. The Organization also has access to a
$5,000,000 line of credit with the entire amount available at June 30, 2025. The board
designated reserve fund was set up for strategic and capital improvement needs but
could be made available for operating expenditures upon Board’s approval.
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SUPPLEMENTARY INFORMATION

YEAR ENDED JUNE 30, 2025
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VALLEY COMMUNITY HEALTHCARE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 30, 2025

Assistance
Listing Contract Total
Number Number Expenditures
FEDERAL AWARDS
Agency - Program Grant Title
MAJOR AWARDS
U.S. Department of Health and Human Services
Health Resources and Services Administration
Health Center Program 93.224 H80CS04222 4,307,381
Total 93.224 Health Center Cluster 4,307,381
TOTAL MAJOR AWARDS 4,307,381
U.S. Department of Health and Human Services
Pass-through California Family Health Council
Basic Contraception Services 93.217 1340-5320-71209 119,968
TOTAL FEDERAL AWARDS 4,427,349

See Independent Auditor's Report

-29-




VALLEY COMMUNITY HEALTHCARE

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended June 30, 2025

Notes to the Schedule of Expenditures of Federal Awards for the Year Ended June 30, 2025:

1.

Basis of Presentation - The accompanying schedule of expenditures of federal awards (Schedule) includes the federal
award activity of the Organization under programs of the federal government for the year ended June 30, 2025. 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). Because the Schedule presents only a selected portion of the operations of the
Organization, it is not intended to and does not present the financial position, changes in net assets, or cash flows of
the Organization.

. Summary of Significant Accounting Policies - Expenditures reported on the Schedule are reported on the accrual basis

of accounting. Such expenditures are recognized following the cost principles contained in Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, wherein certain types of expenditures are not allowable or are limited as to reimbursement.

. The Organization has not elected to use the 10 percent de minimis indirect cost rate allowed under the Uniform

Guidance.

. The Organization has not provided any federal awards to subrecipients from the federal expenditures presented in

this Schedule.

See Independent Auditor's Report
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