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Independent Auditor’s Report

Members of the Board of Directors
Southcentral Foundation
Anchorage, Alaska

Report on the Audit of the Financial Statements
Opinion

We have audited the consolidated financial statements of Southcentral Foundation (a nonprofit
organization), which comprise the consolidated statements of financial position as of September 30, 2022
and 2021, and the related consolidated statements of activities, net assets, and cash flows for the years
then ended, and the related notes to the financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the consolidated financial position of Southcentral Foundation as of September 30, 2022 and 2021, and
the changes in its consolidated net assets and its consolidated 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 (GAAS) and the Standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our
responsibilities under those standards are further described in the Auditor's Responsibilities for the Audit
of the Financial Statements section of our report. We are required to be independent of Southcentral
Foundation and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Southcentral
Foundation's ability to continue as a going concern within one year after the date that the consolidated
financial statements are available to be issued.
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Members of the Board of Directors
Southcentral Foundation

Auditor’s Responsibilities for the Audit of the 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 and
Government 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 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.

¢ I|dentify 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 Southcentral Foundation'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 Southcentral Foundation'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.



Members of the Board of Directors
Southcentral Foundation

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The information listed in the table of contents as “Supplementary Information,” which includes
the Supplementary Consolidating Schedule of Financial Position, Supplementary Consolidating Schedule
of Activities — without Donor Restrictions — General and Administrative, Schedule of Activities, Indian
Health Services Compact and Program Third Party Billings "On-Site” and “Off-Site” Programs — Schedule
of Expenditures, and the State Supplemental Schedules — State Financial Assistance Reports are
presented for the purpose of additional analysis and are not a required part of the consolidated financial
statements. The accompanying Schedule of Expenditures of Federal Awards and the related notes to the
Schedule, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, related Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and the
Schedule of State Financial Assistance and the related notes to the Schedule, as required by the State of
Alaska Audit Guide and Compliance Supplement for State Single Audits, are also presented for purposes
of additional analysis and are not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the consolidated financial statements. The
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 supplementary 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 April 6, 2023
on our consideration of Southcentral Foundation’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 solely 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 the
effectiveness of the Southcentral Foundation’s 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 Southcentral Foundation’s internal control over financial reporting and compliance.

défmw, @?J/W £ lop.

Anchorage, Alaska
April 6, 2023



SOUTHCENTRAL FOUNDATION
Consolidated Statements of Financial Position

September 30, 2022 and 2021

2022 2021
Assets

Current assets:
Cash and cash equivalents $ 63,042,461 67,431,352

Receivables:
Grantors 25,579,380 17,506,391
Third party payer (note 6) 9,870,383 8,934,864
Interest and dividends 4,853,069 3,895,103
Other 437,059 759,421
Prepaid expenses and deposits 4,081,749 18,231,221
Investments (notes 3 and 5) 290,514,548 346,759,799
Total current assets 398,378,649 463,518,151
Investments (notes 3 and 5) 409,678,101 384,099,358
Investment in LLC's (note 10) 31,690 31,690
Note receivable (note 16) 2,297,882 2,310,558
Property and equipment, net (note 8) 340,941,817 316,201,866
Inventory - Software/Hardware/Carpet Tiles/IT Minor Equip 11,178 28,557

$ 1,151,339,317 1,166,190,180
Liabilities and Net Assets
Liabilities:
Current liabilities:
Accounts payable and accrued liabilities 10,931,667 10,765,807
Accrued salaries and benefits 16,254,783 17,079,563
Accrued leave 14,661,392 15,139,134
Accrued relocation liability 1,720,000 1,920,000
Current portion of long-term debt (note 9) 8,298,941 8,051,998
Alaska Native Tribal Health Consortium payable 256,156 6,722,247
Deferred revenues:
Grantors (note 1) 35,460,997 56,686,801
Alaska Native Tribal Health Consortium 1,750,000 1,750,000
Other (notes 5 and 11) (7,534,018) 2,343,014
Total current liabilities 81,799,918 120,458,564
Deferred compensation plan (note 7) 9,239,851 11,080,545
Long-term debt, excluding current portion
net of unamortized financing costs (note 9) 85,653,968 93,876,179
Total liabilities 176,693,737 225,415,288
Net assets:
Controlling Interests:
Net assets without donor restrictions:
Designated (note 13) 974,199,124 643,017,129
Undesignated - 297,297,334
Total net assets without donor restrictions 974,199,124 940,314,463
Net assets with donor restrictions (notes 1(a) and 12) 508,229 522,202
Non-controlling Interests (61,773) (61,773)
Total net assets 974,645,580 940,774,892
Contingencies and commitments (notes 15 and 19) $ 1,151,339,317 1,166,190,180

See accompanying notes to financial statements.



Revenues:

Federal

Federal contract reductions

State of Alaska

Patient service revenue (net of

contractual allowances and discounts):
Medicaid
Medicare
Third party payers
Self pay
Federal COVID-19 Provider Relief Fund
Net patient service revenues

Investment earnings (note 3)

Contributed non-financial assets (note 17)
Other

Net assets released from restriction (note 12)

Total revenues

Expenses:
Direct:

Salaries
Benefits (note 14)
Consulting and contractual
Consulting and contractual - buildings
Materials and supplies
Subawards
Depreciation
Minor equipment
Interest expense
Education
Travel and per diem
Utilities
Insurance
Insurance - buildings
Housekeeping
Leases - equipment (note 15)
Leases - buildings (note 15)
Telephone
Repairs and maintenance - equipment
Repairs and maintenance - buildings
Printing and reproduction

SOUTHCENTRAL FOUNDATION
Consolidated Statements of Activities

Years ended September 30, 2022 and 2021

2022

Net Assets without Donor Restrictions

General and Net Assets with
Administrative Program Total Donor Restrictions Total

- 250,280,355 250,280,355 - 250,280,355

- 15,699,514 15,699,514 - 15,699,514

- 1,110,380 1,110,380 - 1,110,380

- 151,939,790 151,939,790 - 151,939,790

- 28,850,652 28,850,652 - 28,850,652

- 78,022,137 78,022,137 - 78,022,137

- 1,343,037 1,343,037 - 1,343,037

- 2,055,639 2,055,639 - 2,055,639

- 262,211,255 262,211,255 - 262,211,255
(47,472,844) - (47,472,844) - (47,472,844)
- 12,029,501 12,029,501 - 12,029,501
3,301,310 - 3,301,310 2,234,728 5,536,038

- 2,248,701 2,248,701 (2,248,701) -

(44,171,534) 543,579,706 499,408,172 (13,973) 499,394,199
41,930,280 153,855,993 195,786,273 - 195,786,273
11,040,739 38,417,860 49,458,599 - 49,458,599
9,774,179 8,789,155 18,563,334 - 18,563,334
1,050,833 926,178 1,977,011 - 1,977,011
884,162 13,510,887 14,395,049 - 14,395,049

- 118,299,473 118,299,473 - 118,299,473
11,196,392 7,102,082 18,298,474 - 18,298,474
1,585,011 3,854,158 5,439,169 - 5,439,169
2,720,433 42,501 2,762,934 - 2,762,934
160,655 1,683,356 1,844,011 - 1,844,011
394,548 1,658,747 2,053,295 - 2,053,295
2,288,326 826,595 3,114,921 - 3,114,921
963,241 450 963,691 - 963,691
669,011 102,681 771,692 - 771,692
2,379,817 445,877 2,825,694 - 2,825,694
3,289 640,472 643,761 - 643,761
102,783 1,020,760 1,123,543 - 1,123,543
823,789 123,676 947,465 - 947,465
549,676 651,591 1,201,267 - 1,201,267
428,018 420,572 848,590 - 848,590
119,341 212,789 332,130 - 332,130
(Continued)



SOUTHCENTRAL FOUNDATION

Consolidated Statements of Activities, Continued

2022
Net Assets without Donor Restrictions
General and Net Assets with
Administrative Program Total Donor Restrictions Total
Expenses, continued:
Direct:
Legal 1,492,050 - 1,492,050 - 1,492,050
Advertising 347,580 169,894 517,474 - 517,474
Moving and relocation expense 1,376 283,072 284,448 - 284,448
Scholarships - 207,496 207,496 - 207,496
Board related 363,110 12,944 376,054 - 376,054
Recruitment 93,590 67,892 161,482 - 161,482
Dues and subscriptions 253,815 192,347 446,162 - 446,162
Dues and subscriptions - buildings 674,047 43,847 717,894 - 717,894
Donations (note 18) 241,065 - 241,065 - 241,065
Postage and freight 71,230 212,811 284,041 - 284,041
Taxes and licenses 53,253 (24,151) 29,102 - 29,102
Taxes and licenses - building 171,254 112,820 284,074 - 284,074
Staff support 146,980 401,027 548,007 - 548,007
Accounting and audit 64,796 - 64,796 - 64,796
Direct payments - 2,305,484 2,305,484 - 2,305,484
Other 141,328 72,668 213,996 - 213,996
Total direct 93,179,997 356,644,004 449,824,001 - 449,824,001
Contract reduction:
Salaries 1,166,117 13,528,301 14,694,418 - 14,694,418
Contractual 99,179 635,774 734,953 - 734,953
Village Built Clinic leases - 103,383 103,383 - 103,383
Relocation - 166,760 166,760 - 166,760
Total contract reduction 1,265,296 14,434,218 15,699,514 - 15,699,514
Total expenses before
indirect cost allocation 94,445,293 371,078,222 465,523,515 - 465,523,515
Indirect cost allocation (77,628,292) 77,628,292 - - -
Total expenses 16,817,001 448,706,514 465,523,515 - 465,523,515
Equity in gain of LLC's 4 - 4 - 4

Increase in net assets from operations
before non-controlling interests (60,988,531) 94,873,192 33,884,661 (13,973) 33,870,688

Increase in net assets attributable
to non-controlling interests - - - - -

Change in net assets $  (60,988,531) 94,873,192 33,884,661 (13,973) 33,870,688

(Continued)



SOUTHCENTRAL FOUNDATION

Consolidated Statements of Activities

2021
Net Assets without Donor Restrictions
General and Net Assets with
Administrative Program Total Donor Restrictions Total
Revenues:
Federal $ - 356,304,155 356,304,155 - 356,304,155
Federal contract reductions - 17,317,817 17,317,817 - 17,317,817
State of Alaska - 1,118,957 1,118,957 - 1,118,957
Patient service revenue (net of
contractual allowances and discounts):
Medicaid - 127,912,631 127,912,631 - 127,912,631
Medicare - 24,727,196 24,727,196 - 24,727,196
Third party payers - 69,049,812 69,049,812 - 69,049,812
Self pay - 1,572,937 1,572,937 - 1,672,937
Federal COVID-19 Provider Relief Fund - 7,756,549 7,756,549 7,756,549
Net patient service revenues - 231,019,125 231,019,125 - 231,019,125
Investment earnings (note 3) 29,687,268 - 29,687,268 - 29,687,268
Contributed non-financial assets (note 17) - 12,797,857 12,797,857 - 12,797,857
Other 5,248,860 - 5,248,860 1,373,268 6,622,128
Net assets released from restriction (note 12) - 1,339,506 1,339,506 (1,339,506) -
Total revenues 34,936,128 619,897,417 654,833,545 33,762 654,867,307
Expenses:
Direct:
Salaries 40,268,402 145,801,072 186,069,474 - 186,069,474
Benefits (note 14) 10,821,289 38,435,246 49,256,535 - 49,256,535
Consulting and contractual 8,783,821 6,202,255 14,986,076 - 14,986,076
Consulting and contractual - buildings 961,938 718,095 1,680,033 - 1,680,033
Materials and supplies 400,131 7,160,913 7,561,044 - 7,561,044
Subawards - 93,307,983 93,307,983 - 93,307,983
Depreciation 10,964,859 5,586,746 16,551,605 - 16,551,605
Minor equipment 356,017 1,731,378 2,087,395 - 2,087,395
Interest expense 2,954,694 62,660 3,017,354 - 3,017,354
Education 98,661 1,069,085 1,167,746 - 1,167,746
Travel and per diem 68,037 1,065,348 1,133,385 - 1,133,385
Utilities 2,280,420 744,441 3,024,861 - 3,024,861
Insurance 827,497 511 828,008 - 828,008
Insurance - buildings 609,495 112,751 722,246 - 722,246
Housekeeping 2,313,291 404,482 2,717,773 - 2,717,773
Leases - equipment (note 15) - 625,092 625,092 - 625,092
Leases - buildings (note 15) 116,039 141,419 257,458 - 257,458
Telephone 762,069 112,942 875,011 - 875,011
Repairs and maintenance - equipment 227,284 651,971 879,255 - 879,255
Repairs and maintenance - buildings 474,179 346,971 821,150 - 821,150
Printing and reproduction 92,953 162,001 254,954 - 254,954
(Continued)



Expenses, continued:
Direct:
Legal
Advertising
Moving and relocation expense
Scholarships
Board related
Recruitment
Dues and subscriptions
Dues and subscriptions - buildings
Donations (note 18)
Postage and freight
Taxes and licenses
Taxes and licenses - building
Staff support
Accounting and audit
Direct payments
Other

Total direct

Contract reduction:
Salaries
Contractual
Village Built Clinic leases
Relocation

Total contract reduction

Total expenses before
indirect cost allocation

Indirect cost allocation
Total expenses
Equity in (loss) of LLC's

Increase in net assets from operations
before non-controlling interests

Increase in net assets attributable
to non-controlling interests

Change in net assets

SOUTHCENTRAL FOUNDATION

Consolidated Statements of Activities, Continued

2021
Net Assets without Donor Restrictions
General and Net Assets with
Administrative Program Total Donor Restrictions Total

1,560,984 - 1,560,984 - 1,560,984
213,537 246,275 459,812 - 459,812
31,460 375,424 406,884 - 406,884
- 165,988 165,988 - 165,988
329,071 693 329,764 - 329,764
2,349 14,898 17,247 - 17,247
371,549 141,861 513,410 - 513,410
392,045 34 392,079 - 392,079
198,000 - 198,000 - 198,000
51,853 162,466 214,319 - 214,319
115,410 68,347 183,757 - 183,757
147,736 84,223 231,959 - 231,959
319,017 366,429 685,446 - 685,446
62,989 - 62,989 - 62,989
- 1,227,368 1,227,368 - 1,227,368
142,412 216,661 359,073 - 359,073
87,319,488 307,514,029 394,833,517 - 394,833,517
1,281,582 15,123,249 16,404,831 - 16,404,831
103,561 618,648 722,209 - 722,209
- 103,383 103,383 - 103,383
- 87,394 87,394 - 87,394
1,385,143 15,932,674 17,317,817 - 17,317,817
88,704,631 323,446,703 412,151,334 - 412,151,334

(84,090,238) 84,090,238 - - -
4,614,393 407,536,941 412,151,334 - 412,151,334
4 - 4 - 4
30,321,739 212,360,476 242,682,215 33,762 242,715,977
30,321,739 212,360,476 242,682,215 33,762 242,715,977




Balance, September 30, 2020
Distributions
Change in net assets
Balance, September 30, 2021
Distributions
Change in net assets

Balance, September 30, 2022

SOUTHCENTRAL FOUNDATION

Consolidated Statements of Net Assets

Year Ended September 30, 2022

Controlling Interest

Without Donor Restrictions With Donor Non-controlling
Designated Undesignated Restrictions Interest Total
535,779,770 161,852,478 488,440 (61,773) 698,058,915
107,237,359 135,444,856 33,762 - 242,715,977
643,017,129 297,297,334 522,202 (61,773) 940,774,892
331,181,995 (297,297,334) (13,973) - 33,870,688
974,199,124 - 508,229 (61,773) 974,645,580

See accompanying notes to financial statements.



SOUTHCENTRAL FOUNDATION
Consolidated Statements of Cash Flows

Years ended September 30, 2022 and 2021

Cash flows provided (used) by operating activities:
Change in net assets
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation
Amortization
Increase (decrease) in contractual allowances
Investments (gains) losses
Changes in assets and liabilities:
Decrease (increase) in grantor receivables
Decrease (increase) in third party payer receivables
Decrease (increase) in interest and dividends receivables
Decrease (increase) in other receivables
)
)

—~ o~ —~

Decrease (increase) in prepaid expenses and deposits
Decrease (increase) in inventory - software/hardware/carpet
Increase (decrease) in Alaska Native Tribal Health

Consortium payable
Increase (decrease) in accounts payable and accrued liabilities
Increase (decrease) in accrued salaries and benefits
Increase (decrease) in deferred revenues
Increase (decrease) in deferred compensation plan
Increase (decrease) in other liabilities

_— e~~~

Net cash provided by operating activities

Cash flows provided (used) by investing activities:
Issuance of notes receivable
Proceeds from repayment of notes receivables
Purchase of property and equipment
Disposal of property and equipment
Purchase of investments
Sale of investments

Net cash (used) by investing activities

Cash flows provided (used) by financing activities:
Payments on long term debt
Payment of deferred financing costs
Net cash (used) by financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental disclosure of cash activity:

Interest paid

See accompanying notes to financial statements.
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2022 2021
33,870,688 242,715,977
18,298,474 16,551,605
76,153 86,881
10,126,824 (1,376,311)
65,367,708 (19,231,926)
(8,072,989) (13,833,885)
(11,062,343) (1,670,347)
(957,966) (1,238,284)
322,362 (374,042)
14,149,472 (15,519,936)
17,379 (1,933)
(6,466,091) 5,046,226
165,860 2,050,087
(1,502,522) 5,099,045
(21,225,804) 40,419,078
(1,840,694) 2,271,078
(9,877,031) (3,983,965)
81,389,480 257,009,348
- (2,310,558)
12,675 -
(43,158,593) (32,873,364)
120,168 7,129,043
(329,839,577) (466,073,581)
295,138,378 228,532,744

(77,726,949)

(265,595,716)

(8,051,422) (8,648,403)
(8,051,422) (8,648,403)
(4,388,891) (17,234,771)

67,431,352 84,666,123

63,042,461 67,431,352

2,686,780 2,930,473




(1)

SOUTHCENTRAL FOUNDATION
Notes to Consolidated Financial Statements

Years Ended September 2022 and 2021

ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Southcentral Foundation (SCF) was incorporated as a nonprofit organization under Alaska State Law
in 1982. SCF’s objective is to improve the health, educational, cultural, social and economic conditions
of Alaska Natives by providing health services primarily in the Anchorage and Matanuska-Susitna
Valley, along with other areas of Alaska. The Indian Health Services provides funding to SCF to cover
the costs of health services provided to eligible beneficiaries at the Alaska Native Medical Center. In
addition, SCF administers other federal and state funded programs. The more significant policies and
estimates applied in the preparation of the financial statements are discussed below.

(a) Basis of Presentation

SCF’s financial statements are presented on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America. Under this method of
accounting, revenues are recognized when earned. Liabilities and expenses are recorded when
incurred. The financial statements include assets, liabilities, net assets, and financial activities for
those programs for which SCF exercise fiscal and operations control.

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 governing board has
designated, from net assets without donor restrictions, net assets for existing capital
assets, replacement of existing capital assets, contractual obligations and other program
commitments, the capital project plan, the technology reserve fund, and other specific
purposes.

Net Assets With Donor Restrictions — Net assets subject to donor- (or certain grantor-)
imposed restrictions. Some donor-imposed restrictions are temporary in nature, such as
those that will be met by the passage of time or other events specified by the donor. Other
donor-imposed restrictions are perpetual in nature, where the donor stipulates that
resources be maintained in perpetuity. Gifts of long-lived assets and gifts of cash restricted
for the acquisition of long-lived assets are recognized as revenue when the assets are
placed in service. Donor-imposed restrictions are released when a restriction expires, that
is, when the stipulated time has elapsed, when the stipulated purpose for which the
resource was restricted has been fulfilled, or both.
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SOUTHCENTRAL FOUNDATION

Notes to Consolidated Financial Statements, Continued

Contributed Nonfinancial Assets

Donated services are recognized as contributions in accordance with FASB ASC 958, Accounting
for Contributions Received and Contributions Made, if the services (1) create or enhance
nonfinancial assets or (2) require specialized skills, are performed by people with those skills, and
would otherwise be purchased by the Organization. In-kind contributions for space, supplies, and
professional services are recorded in the statement of activities at market value and recognized as
revenue and expenses in the period they are received, except for donated equipment, which is
recorded as revenue in the period received and the asset is depreciated over its estimated useful
life.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and demand deposits, money market funds, and
other highly liquid investments with original maturities to SCF of three months or less.

Accounts Receivable

Accounts receivable are recorded at the net realizable value at the transaction price based upon
standard charges for services provided, reduced by contractual adjustments provided to third-party
payors, discounts provided to uninsured or underinsured patients in accordance with SCF’s
policies, and/or implicit price concessions provided to uninsured or underinsured patients, and do
not bear interest.

Investments

Investments in marketable securities are reported at fair value in the Consolidated Statement of
Financial Position. Unrealized gains and losses and interest earned on investments are recorded
as unrestricted investment earnings. Interest income is earned on both federal and nonfederal
monies. All investment earnings are recorded in the Consolidated Statement of Activities, net of
investment fees.

Property and Equipment
Property and equipment are capitalized and depreciated over their estimated useful life on a

straight line basis. Property and equipment purchased with grant funding are released from
restriction as the property and equipment is depreciated. Useful lives of assets are as follows:

Years
Buildings 25-40
Building improvements 8-25
Equipment 2-15

Inventory

Accounting for inventory of software, hardware and carpet is valued at the lower aggregate cost or
market. Inventory is accounted on the first in, first out (FIFO) method.
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SOUTHCENTRAL FOUNDATION

Notes to Consolidated Financial Statements, Continued

(h) Prepaid Expenses

()

(k)

Payments made for items that will benefit periods beyond the year end, are recorded as prepaid
expenses.

Annual Leave

Annual leave is accrued as earned by employees and recorded as an expenditure in the period
earned.

Fair Value of Financial Instruments

SCF must disclose its estimate of the fair value of material financial instruments, including those
recorded as assets or liabilities in its financial statements and derivative financial instruments.

The following financial instruments are recorded at fair value or at amounts that approximate fair
value: (1) cash and cash equivalents, (2) investments, (3) receivables, net, (4) certain other current
assets, (5) accounts payable and (6) other current liabilities. The carrying amounts reported in the
statements of financial position for the above financial statements closely approximate their fair
value due to the short-term nature of these assets and liabilities except for SCF’s investments. The
carrying amounts of SCF’s investments were determined based on quoted market prices.

The carrying amount of notes payable approximates fair value for those financial instruments with
interest at variable rates, as those rates approximate current market rates for notes with similar
maturities and credit quality.

The fair values of SCF’s other various debt instruments were derived by evaluating the nature and
terms of each instrument, considering prevailing economic and market conditions, and examining
the cost of similar debt offered at the statements of financial position date. These estimates are
subjective and involve uncertainties and matters of significant judgment, and therefore SCF cannot
determine them with precision. Changes in assumptions could significantly affect SCF’s estimates.

Revenue Recognitio