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Independent Auditor's Report 

To the Board of Directors  
Community Health Center Capital Fund, Inc. and 
the Managing Member of Capital Fund NMTC CDE #1, LLC 

Opinion  

We have audited the consolidating financial statements of Community Health Center Capital Fund, Inc. 
(a Massachusetts corporation, not for profit) and Capital Fund NMTC CDE #1 LLC (a Delaware limited 
liability company) (collectively, the "Organization"), which comprise the consolidating statement of 
financial position as of June 30, 2022, and the related consolidating statements of activities and changes 
in net assets and members' equity (deficit), functional expenses, and cash flows for the year then ended, 
and the related notes to the consolidating financial statements.  

In our opinion, the accompanying consolidating financial statements present fairly, in all material 
respects, the individual and consolidated financial positions of the Organization as of June 30, 2022, and 
the changes in their net assets and members' equity and their cash flows for the year then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America ("GAAS"). Our responsibilities under those standards are further described in the Auditor's 
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be 
independent of the Organization and to meet our other ethical responsibilities, in accordance with the 
relevant ethical requirements relating to our audits. We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidating 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 consolidating financial statements that are free from material misstatement, whether 
due to fraud or error.  

In preparing the consolidating 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 consolidating 
financial statements are available to be issued. 

Auditor's Responsibilities for the Audit of the Financial Statements 

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

In performing an audit in accordance with GAAS, we:  

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

 Identify and assess the risks of material misstatement of the consolidating financial statements, 
whether due to fraud or error, and design and perform audit procedures responsive to those risks. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the Organization's internal control. Accordingly, no such opinion 
is expressed. 

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

 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.  

Other Matters 

The consolidating financial statements of the Organization as of and for the year ended June 30, 2021, 
were audited by another auditor who expressed an unmodified opinion on those statements on October 
20, 2021. 

As described in Note 1 to the consolidating financial statements, the Organization is a controlled affiliate 
of Capital Link, Inc. ("Capital Link"). The combining financial statements of Capital Link, which include 
the financial statements of the Organization, are issued separately. In addition, Capital Link is a controlled 
affiliate of the Massachusetts League of Community Health Centers, Inc. (the "League"). The combined 
financial statements of the League, which include the combining financial statements of Capital Link and 
the Organization, are issued separately. 

 
Braintree, Massachusetts 
November 4, 2022 
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Capital Fund CF CDE 1 Eliminations Total Capital Fund CF CDE 1 Eliminations Total

Current assets
Cash and cash equivalents 1,926,286$        -$                  -$                  1,926,286$        2,062,945$        494$                  -$                  2,063,439$        
Program receivables and other 216,494             -                    -                    216,494             90,763               -                    -                    90,763               
Interest receivable 70,701               -                    -                    70,701               88,053               -                    -                    88,053               
Notes receivable, current portion 1,930,063          -                    -                    1,930,063          383,007             3,380,576          -                    3,763,583          

Total current assets 4,143,544          -                    -                    4,143,544          2,624,768          3,381,070          -                    6,005,838          

Cash designated for loan loss reserve 666,050             -                    -                    666,050             542,866             -                    -                    542,866             
Investment in affiliate -                    -                    -                    -                    (255)                  -                    255                    -                    
Notes receivable, net of current portion and loan loss allowance 12,422,121        -                    -                    12,422,121        12,146,893        1,469,424          -                    13,616,317        

Total assets 17,231,715$      -$                  -$                  17,231,715$      15,314,272$      4,850,494$        255$                  20,165,021$      

Current liabilities
Accounts payable and accrued expenses 13,927$             -$                  -$                  13,927$             16,480$             751$                  -$                  17,231$             
Accrued interest 8,743                 -                    -                    8,743                 33,326               -                    -                    33,326               
Deferred revenue -                    -                    -                    -                    25,000               -                    -                    25,000               
Due to affiliate 52,128               -                    -                    52,128               36,472               -                    -                    36,472               
Notes payable, current portion 400,000             -                    -                    400,000             725,410             -                    -                    725,410             
Non-recourse notes payable subject to third-party 
participations, current portion 10,126               -                    -                    10,126               153,675             3,380,576          -                    3,534,251          

Total current liabilities 484,924             -                    -                    484,924             990,363             3,381,327          -                    4,371,690          

Notes payable, net of current portion 5,437,268          -                    -                    5,437,268          5,503,654          -                    -                    5,503,654          
Notes payable, equity equivalents 1,000,000          -                    -                    1,000,000          1,000,000          -                    -                    1,000,000          
Non-recourse notes payable subject to third-party participations 1,256,250          -                    -                    1,256,250          1,588,195          1,469,424          -                    3,057,619          

Total liabilities 8,178,442          -                    -                    8,178,442          9,082,212          4,850,751          -                    13,932,963        

Net assets
Without donor restrictions 9,053,273          -                    -                    9,053,273          6,232,060          -                    -                    6,232,060          

Total net assets 9,053,273          -                    -                    9,053,273          6,232,060          -                    -                    6,232,060          

Members' equity (deficit)
Contributed capital -                    -                    -                    -                    -                    485                    (480)                  5                        
Accumulated deficit -                    -                    -                    -                    -                    (742)                  735                    (7)                      

Total members' equity (deficit) -                    -                    -                    -                    -                    (257)                  255                    (2)                      

Total net assets and members' equity (deficit) 9,053,273          -                    -                    9,053,273          6,232,060          (257)                  255                    6,232,058          

Total liabilities, net assets and members' equity (deficit) 17,231,715$      -$                  -$                  17,231,715$      15,314,272$      4,850,494$        255$                  20,165,021$      

2022
Assets

Liabilities, Net Assets and Members' Equity (Deficit)

2021
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Capital Fund CF CDE 1 Eliminations Total Capital Fund CF CDE 1 Eliminations Total

Operating Revenue:
Program and financing revenue

Loan program fees 1,274,658$        -$                  (6,260)$             1,268,398$        2,110,417$        -$                  (12,503)$           2,097,914$        
Interest income from lending 897,102             110,527             -                    1,007,629          580,555             221,053             -                    801,608             
Other 4,225                 -                    -                    4,225                 7,084                 -                    -                    7,084                 
(Provision for) recovery of loan loss (22,058)             -                    -                    (22,058)             (14,584)             -                    -                    (14,584)             
Less - interest expense (254,686)           (104,010)           (255)                  (358,951)           (213,509)           (208,550)           -                    (422,059)           

Total program and financing revenue 1,899,241          6,517                 (6,515)               1,899,243          2,469,963          12,503               (12,503)             2,469,963          

Public support
Federal grants 2,317,651          -                    -                    2,317,651          650,000             -                    -                    650,000             
Private contracts and grants 225,000             -                    -                    225,000             123,584             -                    -                    123,584             

Total public support 2,542,651          -                    -                    2,542,651          773,584             -                    -                    773,584             

Total Operating Revenue 4,441,892          6,517                 (6,515)               4,441,894          3,243,547          12,503               (12,503)             3,243,547          

Operating Expenses:
Program 1,150,217          6,260                 (6,260)               1,150,217          1,090,551          12,503               (12,503)             1,090,551          
General and administrative 470,462             -                    -                    470,462             382,840             -                    -                    382,840             

Total Operating Expenses 1,620,679          6,260                 (6,260)               1,620,679          1,473,391          12,503               (12,503)             1,473,391          

Change in Net Assets and Members' Equity (Deficit) 2,821,213          257                    (255)                  2,821,215          1,770,156          -                    -                    1,770,156          

Net Assets and Members' Equity (Deficit) at Beginning of Year 6,232,060          (257)                  255                    6,232,058          4,461,904          (257)                  255                    4,461,902          

Net Assets and Members' Equity (Deficit) at End of Year 9,053,273$        -$                  -$                  9,053,273$        6,232,060$        (257)$                255$                  6,232,058$        

2022 2021
Without Donor Restrictions Without Donor Restrictions
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2021

Program
General and 

administrative Total CF CDE 1 Eliminations Total Total

Salaries, payroll taxes and benefits 704,198$         324,773$         1,028,971$     -$                  -$                  1,028,971$        1,003,016$      
Interest expense 254,686           -                   254,686          104,010             255                    358,951             422,059           
Professional fees 131,244           34,691             165,935          -                    -                    165,935             148,754           
Grant expense 155,125           -                   155,125          -                    -                    155,125             129,000           
Advertising and recruitment 45,407             20,941             66,348            -                    -                    66,348               -                   
Occupancy 39,982             18,440             58,422            -                    -                    58,422               62,304             
Information technology and administrative services 23,215             10,706             33,921            -                    -                    33,921               30,300             
Miscellaneous 8,134               21,717             29,851            -                    -                    29,851               15,725             
Supplies 18,676             8,617               27,293            -                    -                    27,293               28,543             
Consultant fees -                   23,000             23,000            -                    -                    23,000               34,205             
Insurance 8,384               3,866               12,250            -                    -                    12,250               9,252               
Conferences and meetings 9,302               690                  9,992              -                    -                    9,992                 496                  
Telephone 4,524               2,087               6,611              -                    -                    6,611                 8,808               
Equipment leases and maintenance 2,026               934                  2,960              -                    -                    2,960                 2,988               
Management fees -                   -                   -                  6,260                 (6,260)               -                    -                   

Total Functional Expenses 1,404,903        470,462           1,875,365       110,270             (6,005)               1,979,630          1,895,450        

Less: interest expense (254,686)          -                   (254,686)         (104,010)           (255)                  (358,951)           (422,059)          

Total Expenses Reported on the Consolidating
Statement of Activities 1,150,217$      470,462$         1,620,679$     6,260$               (6,260)$             1,620,679$        1,473,391$      

Capital Fund
2022
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Program
General and 

administrative Total CF CDE 1 Eliminations Total

Salaries, payroll taxes and benefits 740,655$           262,361$           1,003,016$        -$                  -$                  1,003,016$        
Interest expense 213,509             -                    213,509             208,550             -                    422,059             
Professional fees 65,446               83,308               148,754             -                    -                    148,754             
Grant expense 129,000             -                    129,000             -                    -                    129,000             
Occupancy 46,007               16,297               62,304               -                    -                    62,304               
Consultant fees 34,205               -                    34,205               -                    -                    34,205               
Information technology and administrative services 22,374               7,926                 30,300               -                    -                    30,300               
Supplies 25,194               3,349                 28,543               -                    -                    28,543               
Miscellaneous 11,631               4,094                 15,725               -                    -                    15,725               
Insurance 6,832                 2,420                 9,252                 -                    -                    9,252                 
Telephone 6,505                 2,303                 8,808                 -                    -                    8,808                 
Equipment leases and maintenance 2,206                 782                    2,988                 -                    -                    2,988                 
Conferences and meetings 496                    -                    496                    -                    -                    496                    
Management fees -                    -                    -                    12,503               (12,503)             -                    

Total Functional Expenses 1,304,060          382,840             1,686,900          221,053             (12,503)             1,895,450          

Less: interest expense (213,509)           -                    (213,509)           (208,550)           -                    (422,059)           

Total Expenses Reported on the Consolidating
Statement of Activities 1,090,551$        382,840$           1,473,391$        12,503$             (12,503)$           1,473,391$        

2021
Capital Fund
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Capital Fund CF CDE 1 Eliminations Total Capital Fund CF CDE 1 Eliminations Total

Cash Flows from Operating Activities:
Change in Net Assets and Members' Equity (Deficit) 2,821,213$        257$                  (255)$                2,821,215$          1,770,156$        -$                  -$                  1,770,156$        

Adjustments to reconcile Change in Net Assets and Members' Equity (Deficit) to 
net cash provided by (used in) operating activities

Provision for (recovery of) loan loss 22,058               -                    -                    22,058                 14,584               -                    -                    14,584               

Decrease (increase) in assets:
Program receivables and other (125,731)           -                    -                    (125,731)              (56,461)             -                    -                    (56,461)             
Interest receivable 17,352               -                    -                    17,352                 (8,102)               -                    -                    (8,102)               

Increase (decrease) in liabilities:
Accounts payable and accrued expenses (2,808)               (751)                  255                    (3,304)                  (2,967)               -                    -                    (2,967)               
Accrued interest (24,583)             -                    -                    (24,583)                2,746                 -                    -                    2,746                 
Deferred revenue (25,000)             -                    -                    (25,000)                25,000               -                    -                    25,000               
Due to affiliate 15,656               -                    -                    15,656                 (6,679)               -                    -                    (6,679)               

Net Cash Provided by (Used in) Operating Activities 2,698,157          (494)                  -                    2,697,663            1,738,277          -                    -                    1,738,277          

Cash Flows from Investing Activities:
Principal payments of notes receivable 4,742,592          3,362,000          -                    8,104,592            1,130,150          -                    -                    1,130,150          
Issuance of notes receivable (6,586,934)        -                    -                    (6,586,934)           (4,058,068)        -                    -                    (4,058,068)        

Net Cash Provided by (Used In) Investing Activities (1,844,342)        3,362,000          -                    1,517,658            (2,927,918)        -                    -                    (2,927,918)        

Cash Flows from Financing Activities:
Principal payments of non-recourse notes payable subject 
to third-party participations (1,431,744)        (3,362,000)        -                    (4,793,744)           (154,021)           -                    -                    (154,021)           
Principal payments of notes payable (3,925,410)        -                    -                    (3,925,410)           (200,000)           -                    -                    (200,000)           
Proceeds from non-recourse notes payable subject to third-party participations 956,250             -                    -                    956,250               -                    -                    -                    -                    
Proceeds from notes payable 3,533,614          -                    -                    3,533,614            1,700,000          -                    -                    1,700,000          

Net Cash (Used In) Provided By Investing Activities (867,290)           (3,362,000)        -                    (4,229,290)           1,345,979          -                    -                    1,345,979          

Net (Decrease) Increase in Cash and Cash Equivalents (13,475)             (494)                  -                    (13,969)                156,338             -                    -                    156,338             

Cash, Cash Equivalents and Cash Designated for Loan Loss Reserve - Beginning 2,605,811          494                    -                    2,606,305            2,449,473          494                    -                    2,449,967          

Cash, Cash Equivalents and Cash Designated for Loan Loss Reserve - End 2,592,336$        -$                  -$                  2,592,336$          2,605,811$        494$                  -$                  2,606,305$        

Supplemental Disclosure of Cash, Cash Equivalents and Cash Designated for Loan Loss Reserve
Cash and cash equivalents 1,926,286$        -$                  -$                  1,926,286$          2,062,945$        494$                  -$                  2,063,439$        
Cash designated for loan loss reserve 666,050             -                    -                    666,050               542,866             -                    -                    542,866             

Cash, Cash Equivalents and Cash Designated for Loan Loss Reserve - End 2,592,336$        -$                  -$                  2,592,336$          2,605,811$        494$                  -$                  2,606,305$        

Supplemental Disclosure of Non-cash Investing and Financing Activities
Assignment of notes receivable -$                  1,488,000$        -$                  1,488,000$          -$                  -$                  -$                  -$                  

Assignment of non-recourse notes payable subject to third-party participations -$                  1,488,000$        -$                  1,488,000$          -$                  -$                  -$                  -$                  

Supplemental Disclosures of Cash Flow Information
Cash paid for interest 183,517$           104,275$           -$                  287,792$             210,763$           208,550$           -$                  419,313$           

2022 2021
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Note 1 - Operations, nonprofit status and significant accounting policies  

Operations 
Community Health Center Capital Fund, Inc. ("Capital Fund"), a Massachusetts nonprofit corporation, 
works nationally to improve health center access to capital by offering and managing several lending 
programs to support health center growth. Capital Link, Inc. ("Capital Link"), a District of Columbia 
nonprofit corporation, is the sole corporate member of Capital Fund and, as such, appoints Capital 
Fund's Board of Directors. Per the by-laws of Capital Fund, three of these appointments must include 
the Chief Executive Officer ("CEO"), Chair and 1st Vice Chair of Capital Link. Accounting principles 
generally accepted in the United States of America ("U.S. GAAP") require the financial statements of 
Capital Link and Capital Fund to be combined based on Capital Link's appointment of Capital Fund's 
Board of Directors. The combining financial statements of Capital Link, which include the financial 
statements of Capital Fund are issued separately. 

Capital Fund is certified as a Community Development Financial Institution ("CDFI") and a Community 
Development Entity ("CDE") by the CDFI Fund, a division of the United States Department of the 
Treasury. During the years ended June 30, 2022 and 2021, Capital Fund received financial 
assistance awards in the amounts of $2,317,651 and $650,000, respectively, from the CDFI Fund 
which are included in federal grants in the accompanying consolidating statements of activities and 
changes in net assets and members' equity (deficit). The performance periods for the grants end in 
June 2025 and June 2024, respectively. Capital Fund will use the proceeds of the grants to support 
lending operations throughout the term of the performance periods. 

In 2014, Capital Link and Capital Fund established Capital Fund NMTC CDE #1 LLC ("CF CDE 1") 
(see Note 2), a Delaware limited liability company, formed for the purpose of making loans to or equity 
investments in companies formed for health center projects. CF CDE 1 made two such loans in fiscal 
year 2015 (see Note 3). These loans were funded by two notes payable from an unrelated entity (see 
Note 6). Capital Fund held a 99% ownership share of CF CDE 1, and Capital Link held a 1% 
ownership share of CF CDE 1 (see Note 2). Capital Fund and CF CDE 1 are consolidated for financial 
statement purposes. Capital Fund and CF CDE 1 are collectively referred to as the Organization. 
Capital Fund and Capital Link assigned their interests in CF CDE1 to an unrelated third party during 
the year ended June 30, 2022. 

Capital Link is affiliated with the Massachusetts League of Community Health Centers, Inc. (the 
"League"), a Massachusetts nonprofit primary care association. Capital Link's by-laws allow the 
League to appoint a minimum of eight and a maximum of nine of its 13 Board members and allow the 
National Association of Community Health Centers, Inc. ("NACHC"), a District of Columbia nonprofit 
corporation, to appoint a minimum of five and a maximum of six Board members - with total Board 
members numbering between 13 and 15. Based on the League's control of Capital Link's Board, the 
League combines the financial statements. The combined financial statements of the League, which 
include the financial statements of Capital Link and the Organization, are issued separately. 

Nonprofit and tax status 
Capital Fund is exempt from federal income taxes as an organization (not a private foundation) 
formed for charitable purposes under Section 501(c)(3) of the Internal Revenue Code ("IRC"). Capital 
Fund is also exempt from state income taxes. Donors may deduct contributions made to Capital Fund 
within the IRC requirements. 

CF CDE 1 had elected to be taxed as a partnership for tax purposes (see page 16). 
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Significant accounting policies 
The Organization prepares its consolidating financial statements in accordance with U.S. GAAP and 
principles established by the Financial Accounting Standards Board ("FASB"). References to U.S. 
GAAP in these notes are to the FASB Accounting Standards Codification ("ASC"). 

Recent accounting standards 
In June 2016, FASB issued ASU 2016-13, Financial Instruments-Credit Losses (Topic 326) to provide 
financial statement users with more decision-useful information about the expected credit losses on 
financial instruments and other commitments to extend credit held by a reporting entity at each 
reporting date. To achieve this objective, the amendments in this Update replace the incurred loss 
impairment methodology in current GAAP with a methodology that reflects expected credit losses 
and requires consideration of a broader range of reasonable and supportable information to inform 
credit loss estimates. The ASU was set to be effective on July 1, 2021. The effective date was 
extended to fiscal years beginning after December 15, 2022. The Organization is currently evaluating 
the impact the adoption of this new standard will have on its consolidating financial statements. 

Principles of consolidation 
The consolidating financial statements include the accounts and operations of the Organization. All 
significant intercompany balances and transactions have been eliminated in the accompanying 
consolidating financial statements. 

Estimates 
The preparation of the consolidating financial statements in accordance with U.S. GAAP requires 
management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the consolidating financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. 

Cash, cash equivalents and cash designated for loan losses 
The Organization maintains its cash balances in checking and money market accounts. These funds 
are considered to be cash and cash equivalents of the consolidating statements of cash flows. Only 
operating cash, cash equivalents, and cash designated for loan losses are considered for the 
accompanying consolidating statements of cash flows. 

Program receivables and other and allowance for doubtful accounts 
Program receivables and other are recorded at the invoiced amounts and do not bear interest. The 
allowance for doubtful accounts is recorded based upon management's analysis of specific accounts 
and their estimate of amounts that may be uncollectible, if any. As of June 30, 2022 and 2021, 
management determined that no allowance for doubtful accounts was necessary. 

Investment in affiliate 
Capital Fund accounted for its investment in CF CDE 1 using the equity method because of its ability 
to exercise significant influence over CF CDE 1's operations. Whether or not Capital Fund exercises 
significant influence with respect to an affiliate depends on an evaluation of several factors including, 
among others, representation on the affiliate's Board of Directors, significance of ownership in the 
voting securities of the affiliate, and participation in management activities significant to the investee. 
Under the equity method, the investment is initially recorded at cost and then increased or decreased 
by the share of income or loss of the affiliate. Distributions of cash reduce the carrying value of the 
investment. For investments carried on the equity method, Capital Fund recorded its share of income  
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from affiliate as other revenue in the accompanying consolidating statements of activities and 
changes in net assets and members' equity (deficit) (see Note 2). During the year ended June 30, 
2022, Capital Fund assigned its share in CF CDE 1 to an unrelated third party. 

Notes receivable 
Notes receivable are reported at amortized cost and net of note participations qualifying as note sales 
under ASC Topic, Accounting for Transfers and Servicing of Assets and Liabilities. Note participations 
qualify as note sales if the Organization surrenders control over the participated portion of the note 
receivable and the participation agreement meets certain other criteria. The Organization's note 
participations which do not qualify for note sale treatment are accounted for as secured borrowings 
and are shown as notes payable subject to third-party participations (see Notes 3 and 5) in the 
accompanying consolidating financial statements. 

U.S. GAAP requires nonprofit organizations to record interest expense and contribution revenue in 
connection with loans payable that are interest free or that have below-market interest rates. Likewise, 
funds loaned to borrowers at below-market interest rates should also result in imputed revenue and 
contribution expense. Interest rates on loans payable are disclosed in Note 6. Interest rates on loans 
receivable are disclosed in Note 3. The Organization believes that the benefits derived from below-
market rate loans received are passed through to the borrowers via below-market rate loans made, 
and that there is no material difference between community development finance market rates and 
the stated rates of loans in their portfolios. Consequently, no adjustments have been made to the 
accompanying consolidating financial statements to reflect rate differentials. 

The Organization considers a note receivable as impaired when it is probable that interest and/or 
principal will not be collected according to the contractual terms of the note receivable agreement. In 
accordance with guidance provided by ASC Topic, Impairment (Recoverability) of a Loan, 
management employs one of three methods to determine and measure impairment: the Present 
Value of Future Cash Flow Method; the Fair Value of Collateral Method; and the Observable Market 
Price of a Loan Method. To perform an impairment analysis, the Organization reviews a loan's 
internally assigned risk rating, its outstanding balance, value of the collateral, guarantors, and a 
current report of the action being implemented. Based on the nature of the specific loan, one of the 
impairment methods is chosen and any impairment is determined, based on criteria established for 
impaired loans. 

A troubled debt restructuring ("TDR") occurs when a creditor, for economic or legal reasons related 
to a borrower's financial condition, grants a concession to the borrower that it would not otherwise 
consider, such as below-market interest rates, extending the maturity of a loan, or a combination of 
both. The Organization considers all loans modified in a TDR to be impaired. At the time a loan is 
modified in a TDR, the Organization considers several factors in determining whether the loan should 
accrue interest, including: 

 Cash flow necessary to pay the interest; 

 Whether the customer is current on their interest payments; and 

 Whether the Organization expects the borrower to perform under the revised terms of the 
restructuring. 
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Loan loss allowance 
The Organization adopted the Disclosure About the Credit Quality of Financing Receivables and the 
Allowance for Credit Losses standard under U.S. GAAP. This standard requires disclosure on the 
accounting policies and methodology used to estimate the allowance for loan losses (see Notes 3 
and 4). Provisions are made for estimated loan losses based on management's evaluation of each 
loan. Loss recoveries are recorded in the year the recovery is known. The allowance for loan losses 
is established through the net loan loss provision and is charged to operations. 

Net assets and members' equity (deficit) 
Net assets without donor restrictions are those net resources that bear no external restrictions and 
are generally available for use by Capital Fund. 

Net assets with donor restrictions represent amounts received or committed with donor restrictions 
which have not yet been expended for their designated purpose. There were no net assets with donor 
restrictions as of June 30, 2022 and 2021. 

Members' equity (deficit) represents the contributed capital and accumulated loss of CF CDE 1 (see 
Note 2). CF CDE 1 has one class of membership. Capital Fund had contributed $480 of capital to CF 
CDE 1. During the year ended June 30, 2022, Capital Fund assigned its interest in CF CDE 1 to an 
unrelated third party. 

Fair value measurements 
The Organization follows the accounting and disclosure standards pertaining to ASC Topic, Fair 
Value Measurement, for qualifying assets and liabilities. Fair value is defined as the price that the 
Organization would receive upon selling an asset or pay to settle a liability in an orderly transaction 
between market participants. 

The Organization uses a framework for measuring fair value that includes a hierarchy that categorizes 
and prioritizes the sources used to measure and disclose fair value. This hierarchy is broken down 
into three levels based on inputs that market participants would use in valuing the financial 
instruments based on market data obtained from sources independent of the Organization. Inputs 
refer broadly to the assumptions that market participants would use in pricing the financial instrument, 
including assumptions about risk. Inputs may be observable or unobservable. 

Observable inputs are inputs that reflect the assumptions market participants would use in pricing the 
financial instrument developed based on market data obtained from sources independent of the 
reporting entity. Unobservable inputs are inputs that reflect the reporting entity's own assumptions 
about the assumptions market participants would use in pricing the asset developed based on the 
best information available. 

The three-tier hierarchy of inputs is summarized in the three broad levels as follows: 

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets at the 
measurement date. 

Level 2 - Inputs other than quoted prices that are observable for the asset either directly or 
indirectly, including inputs in markets that are not considered to be active. 

Level 3 - Inputs that are unobservable and which require significant judgment or estimation. 

As asset or liability's level within the framework is based upon the lowest level of any input that is 
significant to the fair value measurement. 
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Expense allocation 
Expenses related directly to a function are distributed to that function, while other expenses are 
allocated based upon management's estimate of the percentage attributable to each function. The 
expenses that are allocated include occupancy and personnel costs, which are allocated based on 
full time equivalents. 

Revenue recognition 
In accordance with Topic 958, the Organization must determine whether a contribution (or a promise) 
is conditional or unconditional for transactions deemed to be a contribution. A contribution is 
considered to be a conditional contribution if an agreement includes a barrier that must be overcome 
and either a right of return of assets or a right of release of a promise to transfer assets exists. 
Indicators of a barrier include a measurable performance-related barrier or other measurable barrier, 
a stipulation that limits discretion by the recipient on the conduct of an activity, and stipulations that 
are related to the purpose of the agreement. Topic 958 prescribes that the Organization should not 
consider probability of compliance with the barrier when determining if such awards are conditional 
and should be reported as conditional grant advance liabilities until such conditions are met. 

Grants and contributions from government agencies (government contract revenue), foundations, 
individuals, and corporations are recorded as revenue and net assets with or without donor 
restrictions upon receipt or when unconditionally committed by the donor. Cost reimbursement 
contracts are considered conditional until eligible costs are incurred. Donor restricted grants and 
contributions that are donations with time or purpose restrictions are recognized as revenues and net 
assets with donor restrictions when received or when unconditionally committed by the donor. Grants 
and contributions with donor restrictions are reclassified to net assets without donor restrictions as 
services are performed and costs are incurred, or pro-rata over the period covered by the grant or 
contributions as time restrictions lapse. Donor restricted grants received and satisfied in the same 
period are included in net assets without donor restrictions. 

The Organization generally measures revenue for qualifying exchange transactions based on the 
amount of consideration the Organization expects to be entitled for the transfer of goods or services 
to a customer, then recognizes this revenue when or as the Organization satisfies its performance 
obligations under a contract, except in transactions where U.S. GAAP provides other applicable 
guidance. The Organization evaluates its revenue contracts with customers based on the five-step 
model under Topic 606: (1) Identify the contract with the customer; (2) Identify the performance 
obligations in the contract; (3) Determine the transaction price; (4) Allocate the transaction price to 
separate performance obligations; and (5) Recognize revenue when (or as) each performance 
obligation is satisfied. 

Loan program fees consist of loan origination fees, participation loan service fees, sub-allocation fees 
and asset management fees from related parties (see Note 2). Loan origination fees, net of costs, 
are normally amortized over the life of the loan for loans greater than one year in length. Management 
has determined that the net origination fees are insignificant and therefore are not amortized. Loan 
program fees and private contract revenue received in advance of services being performed are 
recorded as deferred revenue. 

Accounts receivable for such fees as of June 30, 2020 were $34,302. There were no contract assets 
or liabilities as of June 30, 2020. Related accounts receivable, contract assets and contract liabilities 
for June 30, 2022 and 2021 are disclosed on the accompanying consolidating statements of financial 
position.  
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Sub-allocation fees are compensation for services related to the closing of NMTC transactions and 
are recognized as revenue when the related NMTC transaction closes (see Note 2). Each NMTC 
transaction closing is considered a single performance obligation and the compensation is fixed under 
the relative agreement. Asset management fees are recognized by Capital Fund for services provided 
to their CDEs (see Note 2). Services are generally provided on an annual basis incident to separate 
agreements that renew annually at the election of the parties or under aspects of the operating 
agreements that govern the operations of the CDEs. These agreements specify the compensation 
for each annual period. Each service is considered a single performance obligation as each service 
is distinct. The performance obligations under these agreements are satisfied evenly over the year 
as the CDE receives the benefits provided as Capital Fund performs. Asset management fees are 
generally recognized in one fiscal year. Compensation is generally fixed under the relevant 
agreement but may contain variable components in the case of certain management services. 

Interest income from lending is recorded as earned on the accrual basis of accounting using the 
simple interest method. All other revenue is recognized as earned. 

Advertising 
Capital Fund expenses advertising costs as they are incurred. 

Grants expense 
Using sub-allocation fee proceeds earned from its role in closing NMTC loan transactions (see Note 
2), Capital Fund awarded $155,125 and $129,000 of grants to qualifying health centers to promote 
"New Markets Readiness" at these health centers during the years ended June 2022 and 2021, 
respectively. Grant awards are reported when committed and all significant conditions are met. 

Income taxes 
Capital Fund accounts for uncertainty in income taxes in accordance with ASC Topic, Income Taxes. 
This standard clarifies the accounting for uncertainty in tax positions and prescribes a recognition 
threshold and measurement attribute for the consolidating financial statements regarding a tax 
position taken or expected to be taken in a tax return. Capital Fund has determined that there are no 
uncertain tax positions which qualify for either recognition or disclosure in the consolidating financial 
statements at June 30, 2022 and 2021. Capital Fund's information returns are subject to examination 
by the Federal and state jurisdictions. 

The CF CDE 1 was treated as a partnership for income tax purposes. Income of CF CDE 1, as well 
as losses, deductions and credits, were taxed to the members on their respective tax returns (see 
Note 2). Because both members of CF CDE 1 were tax-exempt nonprofits and the activities of CF 
CDE 1 were considered related to their tax-exempt purpose, no income tax provision has been 
included in the accompanying consolidating financial statements. However, CF CDE 1's income tax 
return is subject to examination by the appropriate taxing jurisdictions. 

Subsequent events 
Subsequent events have been evaluated through November 4, 2022, which is the date the 
consolidating financial statements were available to be issued. No material subsequent events have 
occurred since June 30, 2022 that required recognition or disclosure in these financial statements. 
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Note 2 - Related organizations  

Capital Link, Inc. 
Capital Link and Capital Fund have a Memorandum of Agreement ("MOA"), which renews annually, 
under which Capital Link provides management and support services for Capital Fund. All personnel 
of Capital Link and Capital Fund are employees of Capital Link. Under the MOA, direct and indirect 
expenses incurred by Capital Link in relation to activities of Capital Fund are charged to Capital Fund. 
Total annual charges amounted to $1,228,241 and $1,028,734 for fiscal years 2022 and 2021, 
respectively. These costs are included in salaries, payroll taxes and benefits and various other 
expenses of Capital Fund in the accompanying consolidating statements of functional expenses. As 
of June 30, 2022 and 2021, Capital Fund owed Capital Link $52,128 and $36,472, respectively, for 
these services, which is included in due to affiliate in the accompanying 2022 and 2021 consolidating 
statements of financial position. 

Capital Link has adopted an IRC Section 403(b)(7) Retirement Plan, along with an Internal Revenue 
Service ("IRS") approved SEP IRA Plan. Capital Fund contributes to these plans via reimbursement 
to Capital Link through the MOA. Capital Fund's share of Capital Link's contributions was $47,980 
and $43,524 for the years ended June 30, 2022 and 2021, respectively. These amounts are included 
in salaries, payroll taxes and benefits. 

Capital Link maintains a Senior Executive Retirement Program ("SERP") to provide supplemental 
retirement benefits to senior executives. Funded from the net assets of Capital Link, the SERP 
consists of two deferred compensation plans under Sections 457(b) and 457(f) of the IRC. Capital 
Fund contributes to these plans via reimbursement to Capital Link through the MOA. Capital Fund's 
share of Capital Link's contributions for the years ended June 30, 2022 and 2021 was $49,547 and 
$56,163, respectively, and is included in salaries, payroll taxes and benefits in the accompanying 
consolidating statements of functional expenses. 

During fiscal year 2020, Capital Link was awarded a forgivable loan of $475,322 from the Paycheck 
Protection Program ("PPP") established by the Coronavirus Aid, Relief, and Economic Security Act 
("CARES Act"). The funds were used to pay certain payroll costs. Capital Link used a portion of those 
loan proceeds to pay for certain payroll costs for Capital Fund. The loan was forgiven in fiscal year 
2021 and the portion pertaining to Capital Fund was $123,584 and is shown as private contracts and 
grants in the accompanying consolidating statement of activities and changes in net assets and 
members' equity (deficit) for the year ended June 20, 2021. 

New Markets Tax Credits 
Capital Link and Capital Fund have received New Markets Tax Credits ("NMTC") allocations totaling 
$15,000,000 and $115,000,000, respectively, as part of their national loan program for health centers. 
The NMTC provide economic benefits to tax credit motivated investors who invest in Community 
Development Entities ("CDEs"). A CDE is an organization designated by the United States 
Department of the Treasury to provide investment capital to low-income communities or persons. As 
part of the NMTC program, Capital Link and Capital Fund received CDE status from the Treasury and 
established several Delaware sub-CDE LLCs through which they make loans to various community 
health centers ("CHCs"). In July 2020, Capital Fund was awarded an allocation of $50,000,000. 

In connection with Capital Link and Capital Fund's lending program and NMTC allocations, Capital 
Link and Capital Fund established the following Delaware limited liability companies to participate in 
qualified lending transactions under the NMTC program: 

 CapLink NMTC CDE #3 LLC ("CL CDE 3") 
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 Capital Fund NMTC CDE #1 LLC ("CF CDE 1") 

 Capital Fund NMTC CDE #2 LLC ("CF CDE 2") 

 Capital Fund NMTC CDE #3 LLC ("CF CDE 3") 

 Capital Fund NMTC CDE #4 LLC ("CF CDE 4") 

 Capital Fund NMTC CDE #5 LLC ("CF CDE 5") 

 Capital Fund NMTC CDE #6 LLC ("CF CDE 6") 

 Capital Fund NMTC CDE #7 LLC ("CF CDE 7") 

 Capital Fund NMTC CDE #8 LLC ("CF CDE 8") 

 Capital Fund NMTC CDE #9 LLC ("CF CDE 9") 

 Capital Fund NMTC CDE #10 LLC ("CF CDE 10") 

 Capital Fund NMTC CDE #11 LLC ("CF CDE 11") 

 Capital Fund NMTC CDE #12 LLC ("CF CDE 12") 

 Capital Fund NMTC CDE #13 LLC ("CF CDE 13") 

 Capital Fund NMTC CDE #14 LLC ("CF CDE 14") 

 Capital Fund NMTC CDE #15 LLC ("CF CDE 15") 

 Capital Fund NMTC CDE #16 LLC ("CF CDE 16") 

 Capital Fund NMTC CDE #17 LLC ("CF CDE 17") 

 Capital Fund NMTC CDE #18 LLC ("CF CDE 18") 

These companies were formed in anticipation of executing eligible lending transactions in serial 
fashion using the proceeds of investor capital contributions under the NMTC program. Until 
"activated" in connection with a specific transaction, each company has no financial activity or assets 
or liabilities. During this time, the member interests are owned entirely by Capital Link and Capital 
Fund. Upon activation in connection with a specific transaction, usually a tax-credit motivated investor 
is admitted to the target company as a regular member typically with a 99% or 99.99% membership 
interest and Capital Link or Capital Fund remains as a managing member with 1% or .01% 
membership interest. These investors generally maintain substantive participating rights in the 
business affairs of the CL CDEs and CF CDEs and, accordingly, Capital Link and Capital Fund are 
generally not required to consolidate the financial statements of the CL CDEs and CF CDEs. The 
sole exception is CF CDE 1, which was activated in 2015 in a leveraged lending transaction (see 
Notes 3 and 6). The ownership of CF CDE 1 was 99% Capital Fund and 1% Capital Link and, 
accordingly, the financial statements of CF CDE 1 are consolidated with those of Capital Fund. During 
the year ended June 30, 2022, Capital Link and Capital Fund assigned their interest in CF CDE 1 to 
an unrelated third party. 
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The CL CDEs and the CF CDEs are partnerships for tax purposes except for CF CDE 7 and CF CDE 
8, which are corporations for tax purposes. 

The activated CL CDEs and CF CDEs have used the proceeds of unrelated investors' Qualified Equity 
Investments ("QEIs") to make loans and provide financial counseling and other services, and to fund 
certain one-time fees (see below) for qualified active low-income community businesses ("QALICBs") 
that are CHCs or their related entities. As of June 30, 2022 and 2021, Capital Link has assigned the 
entire balance of its $15,000,000 NMTC allocation to the CL CDEs, and Capital Fund has assigned 
the entire balance of its $115,000,000 of its NMTC allocations to the CF CDEs. As of June 30, 2021, 
all of the CL CDEs as well as CF CDEs 1 through 15 had been activated. During fiscal year 2021, as 
part of the $50,000,000 NMTC allocation award, Capital Fund established CF CDEs 13 - 18. During 
the year ended June 30, 2022, CDEs 1 through 16 had been activated. Only CDEs 17 through 18 
have not been activated.  

Under the operating agreements of the CL CDEs and the CF CDEs, Capital Fund earned annual 
asset management fees and one-time sub-allocation fees as follows for the years ended June 30: 

2022 2021

CF CDE 1 25,472$             -$                  
CF CDE 2 42,500               54,500               
CF CDE 3 54,500               54,500               
CF CDE 4 30,000               30,000               
CF CDE 5 37,000               37,000               
CF CDE 6 42,500               43,202               
CF CDE 7 42,500               42,500               
CF CDE 8 46,000               46,000               
CF CDE 9 47,000               47,000               
CF CDE 10 65,500               65,500               
CF CDE 11 49,500               32,209               
CF CDE 12 57,000               35,625               
CF CDE 13 48,500               29,134               
CF CDE 14 44,500               26,987               
CF CDE 15 49,500               729                    
CF CDE 16 73,000               -                    

Subtotal asset management fees 754,972             544,886             

CF CDE 10 -                    -                    
CF CDE 11 -                    300,000             
CF CDE 12 -                    360,000             
CF CDE 13 -                    273,750             
CF CDE 14 -                    260,000             
CF CDE 15 -                    300,000             
CF CDE 16 463,000             -                    

Subtotal sub-allocation fees 463,000             1,493,750          

Total fees from related CDEs 1,217,972$        2,038,636$        
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These fees are included in loan program fees in the accompanying consolidating statements of 
activities and changes in net assets and members' equity (deficit). 

Under the management agreement of CF CDE 1, Capital Fund earned a management fee of $6,260 
and $12,503 for the years ended June 30, 2022 and 2021, respectively. These fees are eliminated in 
the accompanying consolidating statements of activities and changes in members' equity (deficit).  

Terms of the agreements with the CL CDEs' and the CF CDEs' investor members require Capital 
Link and the CL CDEs and Capital Fund and the CF CDEs to maintain certain covenants to avoid 
recapture of NMTC. As of June 30, 2022 and 2021, Capital Fund and the CF CDEs were in 
compliance with all covenants and management expects to maintain compliance throughout the 
seven-year compliance period of each NMTC transaction. 

Note 3 - Notes receivable 

The Organization provides loans for health center capital projects, some of which it funds directly, 
and some of which it funds through third-party participations. The notes mature at various dates 
between fiscal years 2022 and 2031. All of the notes receivable are individually structured to pay 
principal and/or interest according to specific amortization schedules or as other funds are accessed. 
The notes are secured by mortgage-related and other assets of the borrowers. There were no loans 
impaired as of June 30, 2022 and 2021, and no loans qualified as troubled debt restructurings (see 
Note 1). 

Notes receivable consist of the following at June 30, 2022: 

Number of notes 
outstanding Interest rates

Outstanding 
balance

Notes receivable 10                      5.5% - 6.25% 10,781,407$      
Notes receivable subject to third-
party participations 3                        5% - 6% 3,662,162          

Total 13                      14,443,569$      

 
Notes receivable consist of the following at June 30, 2021: 

Number of notes 
outstanding Interest rates

Outstanding 
balance

Notes receivable 9                        6% - 6.25% 7,590,542$        
Notes receivable subject to third-
party participations 5                        3.82% - 6% 9,858,685          

Total 14                      17,449,227$      

 
Capital Fund's recourse portion of notes receivable subject to third-party participation is $2,395,786 
and $3,266,815 at June 30, 2022 and 2021, respectively (see Note 5). 

At June 30, 2022 and 2021, 54% and 68% of the total notes receivable consisted of four borrowers, 
respectively. 
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Future principal payments are due as follows: 

Year ending Amount

2023 1,930,063$        
2024 1,722,142          
2025 1,011,290          
2026 1,969,218          
2027 1,761,248          

Thereafter 6,049,608          

14,443,569        
Less current portion (1,930,063)        
Less loan loss allowance (91,385)             

Total long term notes receivable 12,422,121$      

 
Below is a summary of interest income related to notes receivable and participated notes receivable 
for the years ended June 30: 

2022 2021

Participated notes receivable 391,120$           496,910$           
Notes receivable 616,509             304,698             

1,007,629$        801,608$           

 
Commitments to lend 
As of June 30, 2022 and 2021, Capital Fund had committed, but not yet disbursed approximately 
$2,300,000 and $4,125,000, respectively, for loans. Among the tools available to manage liquidity to 
meet loan commitments are anticipated loan pay-offs, as well as the potential to initiate loan sales 
and loan participation agreements with lending partners and a line of credit (see Note 6). 

Note 4 - Loan loss allowance 

Loan loss allowance amounts are calculated on a loan-by-loan basis and aggregated for financial 
reporting. Loan loss allowance amounts are determined based on the borrower's risk rating scores, 
in accordance with the Organization's risk rating policy, and the corresponding outstanding recourse 
principal balance. Borrowers are risk rated on a scale of 0 to 6, with the higher numbers reflecting 
higher risk. The loan loss allowance percentage applied to each loan increases with each level of 
risk. The Organization monitors borrowers' quarterly performances, conducts annual risk rating 
reviews of each borrower, and adjusts risk ratings on an as needed basis. 

The Organization segments borrower risk profiles into two general categories: Pass and Classified 
borrowers: 

 Pass borrowers earn risk ratings of 1, 2 or 3 based on the Organization's risk rating system. 
Pass borrowers are current on their loan payments. 
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 Classified borrowers earn risk ratings of 4, 5 or 6 (Special Mention, Doubtful and Loss 
respectively). Classified borrowers have an elevated risk profile which can be caused by 
payment delinquency, financial deterioration, and management performance issues. There 
were no risk profiles considered classified as of June 30, 2022 and 2021. 

The loan loss allowance segmentation is as follows as of June 30: 

Category Loan balance
Loan loss 
allowance Loan balance

Loan loss 
allowance

Pass 14,443,569$      91,385$             17,449,227$      69,327$             

20212022

 
Activity in the loan loss allowance was as follows for the years ended June 30: 

2022 2021

Loan loss allowance, beginning of year 69,327$             54,743$             

(Recovery of) provision for loan loss 22,058               14,584               

Loan loss allowance, end of year 91,385$             69,327$             

 
Note 5 - Non-recourse notes payable subject to third-party participations 

The Organization has entered into agreements pursuant to which third parties purchased interests in 
certain notes receivable (see Note 3). Terms of borrowings under these agreements coincide with 
those specified within the individual note receivable agreements made with the Organization's 
borrowers with the exception of the interest rate paid to the participant, as the interest rate is less 
than the rate charged to the borrower. Borrowings mature in conjunction with the underlying notes 
receivable (see Note 3) and mature at various dates, through fiscal year 2031. These participation 
notes payable are secured only by the participant's interests in the related notes receivable and are 
non-recourse to the Organization. These borrowings do not qualify for loan sale treatment as the third 
parties do not have the right to pledge or exchange their interests in the notes receivable. 

Non-recourse notes payable subject to third-party participations consist of the following at June 30: 

Fiscal year
Number of notes 

outstanding Interest rates
Outstanding 

balance

2022 3 5% - 6% 1,266,376$        
2021 5 3.00% - 6.00% 6,591,870          
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Future minimum principal payments of non-recourse notes payable subject to third-party 
participations are as follows at June 30: 

Year ending
June 30,

Outstanding 
amount

2023 10,126$             
2024 71,027               
2025 75,624               
2026 380,355             
2027 85,382               

Thereafter 643,862             

Total 1,266,376$        

 
Note 6 - Notes payable 

Notes payable consist of the following as of June 30: 

 Note  Interest rate 
 Fiscal year
final maturity 

Outstanding 
balance 2022

Outstanding 
balance 2021

Note payable, foundation (a) 2.00% 2023 400,000$           800,000$           
Note payable, CDFI Fund (b) .66% - 3.0% 2022-2035 2,687,268          2,979,064          
Note payable, bank (c) 4.26% 2026 -                     1,700,000          
Note payable, foundation (d) 2.10% 2024 500,000             500,000             
Note payable, foundation (e) 2.25% 2025 250,000             250,000             
Note payable, Finance Justice Fund (f) 3.00% 2031 2,000,000          -                     

5,837,268$        6,229,064$        

 
a) In February 2012, Capital Fund entered into an unsecured promissory note with a foundation 

for borrowings up to $1,000,000. Interest is payable quarterly. Principal is payable quarterly in 
$50,000 installments starting on July 15, 2019, through the maturity date of March 31, 2022. On 
June 30, 2020, the foundation extended the four quarterly payments of $50,000 due in 2021 to 
be made in two payments of $400,000 in 2022 and 2023. 

b) In June 2013, Capital Fund entered into an unsecured promissory note with CDFI Fund (see 
Note 1) for borrowings up to $775,410, with a maturity date of June 2022. The note bore interest 
at 1.7% per annum. Outstanding principal balance as of June 30, 2022 and 2021 was zero and 
$325,410, respectively. Interest was payable semi-annually in arrears until the maturity date. 
Principal was payable quarterly in $50,000 installments from June 30, 2019, through the 
maturity date, at which time a balloon payment of $175,410 was due. During the year ended 
June 30, 2022, the loan was repaid in full. 

In February 2014, Capital Fund entered into another unsecured promissory note for borrowings 
up to $757,990 with CDFI Fund, with a maturity date of February 2024. The note bears interest 
at 2.0% per annum. Interest is payable semi-annually in arrears until the maturity date, at which 
time a balloon payment of $757,990 is due. 
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In May 2018, Capital Fund entered into a third unsecured promissory note for borrowings up to 
$796,308 with CDFI Fund, with a maturity date of May 2031. The note bears interest at 1.9% 
per annum. Interest is payable semi-annually in arrears until the maturity date. Principal 
payments of $132,718 are payable semi-annually on June 30 and December 31 of each year 
starting on December 31, 2028. 

In June 2019, Capital Fund entered into a fourth unsecured promissory note for borrowings up 
to $642,729 with CDFI Fund, with a maturity date of June 2032. The note bears interest at 
2.24% per annum. Interest is payable semi-annually in arrears until the maturity date. Principal 
payments of $101,713 are payable semi-annually on June 30 and December 31 of each year 
starting on December 31, 2029. 

In April 2020, Capital Fund entered into a fifth unsecured promissory note for borrowings up to 
$456,627 with CDFI Fund, with a maturity date of April 2033. The note bears interest at 3.0% 
per annum. Interest is payable semi-annually in arrears until the maturity date. Principal 
payments commence on June 30, 2030, semi-annually totaling $76,105 until the maturity date. 

In June 2022, Capital Fund entered into a sixth unsecured promissory note for borrowings up 
to $33,614 with CDFI Fund, with a maturity date of June 2035. The note bears interest at .66% 
per annum. Interest is payable semi-annually in arrears until the maturity date. Principal 
payments commence on December 31, 2032, semi-annually totaling $5,602 until the maturity 
date. 

c) Capital Fund has an unsecured revolving $5,000,000 line of credit with a bank for purposes of 
making loans to Federally Qualified Health Centers as part of a lending program. Interest on the 
outstanding amount of each advance is charged at a rate chosen by Capital Fund based on 
various interest options available to it per the agreement. The outstanding balance as of June 
30, 2022 and 2021, was zero and $1,700,000, respectively, at a variable rate of 4.26% and 
2.09%, respectively. 

Draws under the line of credit are allowed through February 28, 2023. Any principal outstanding 
at March 1, 2023, will be amortized over a 36-month period with monthly payments of interest 
and principal due at an interest rate stated in the agreement, unless the line of credit is renewed 
in writing. The note will mature on March 1, 2026, at which time any unpaid principal and interest 
will be due. 

d) In May 2019, Capital Fund entered into an unsecured promissory note with another foundation 
for borrowings up to $500,000. Interest of 2.1% is payable quarterly. Principal and accrued 
interest is payable in full in May 2024, the maturity date. 

e) In July 2019, Capital Fund entered into an unsecured promissory note with another foundation 
for borrowings up to $250,000. Interest of 2.25% is payable quarterly. Principal and accrued 
interest is payable in full in July 2024, the maturity date. 

f) In August 2021, Capital Fund entered into an unsecured promissory note with the Finance 
Justice Fund for borrowings up to $2,000,000. Interest of 3% is payable quarterly. Principal and 
accrued interest is payable in three equal annual installments beginning in August 2029 through 
the maturity date. 
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Cash designated for loan loss reserve 
As part of certain agreements above, Capital Fund was required to establish and maintain a loan loss 
reserve equal to or greater than 5% of the outstanding notes receivable disbursed as of the end of 
each fiscal year, for which Capital Fund is at-risk. Accordingly, Capital Fund has cash designated for 
loan loss reserve of $666,050 and $542,866 as of June 30, 2022 and 2021, respectively. 

Notes payable - equity equivalents 
In October 2013, Capital Fund entered into a securities purchase agreement with Wells Fargo in the 
amount of $250,000, with a maturity date of October 22, 2023. In January 2014, Capital Fund entered 
into a second securities purchase agreement with Wells Fargo in the amount of $250,000, with a 
maturity date of January 15, 2024. The interest rate on both is 2% per annum payable quarterly in 
arrears. The maturity date for these agreements will be automatically extended for two years unless 
Capital Fund elects not to do so, and during the extension period, there would be principal payments 
due. As of June 30, 2022 and 2021, the entire balances of the agreements were outstanding. These 
agreements are secured by the EQ2 securities purchased as part of the agreements. There was $833 
and $10,036, respectively, of accrued interest on these notes at June 30, 2022 and 2021, included in 
accrued interest in the accompanying consolidating statements of financial position. 

In September 2019, Capital Fund entered into a securities purchase agreement with Good to Grow 
CDFI Investment Fund, LLC in the amount of $500,000, with a maturity date of September 30, 2029. 
The interest rate on this note is 3% per annum payable quarterly in arrears. As of June 30, 2022 and 
2021, the entire balance of this agreement was outstanding. This agreement is secured by the EQ2 
securities purchased as part of the agreement.  

The note payable agreements contain various covenants with which the Organization must comply. 
The Organization was in compliance with these covenants at June 30, 2022. 

Maturities 
Maturities of notes payable as of June 30, 2022 are as follows: 

Year ending
June 30,

Outstanding 
amount

2023 400,000$           
2024 1,757,990          
2025 250,000             
2026 -                    
2027 -                    

Thereafter 4,429,278          

6,837,268$        
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Below is a summary of interest expense related to notes payable and participated notes payable for 
the years ended June 30: 

2022 2021

Participated notes payable 200,277$           300,099$           
All other notes payable 158,674             121,960             

358,951$           422,059$           

 
Note 7 - Concentrations 

The Organization maintains its cash balances in banks in Massachusetts. The Federal Deposit 
Insurance Corporation ("FDIC") insures balances at each bank up to certain amounts. Balances 
above the FDIC insured amount are insured by the Depositors Insurance Fund. The Organization 
has not experienced any losses under such accounts. The Organization believes it is not exposed to 
any significant credit risk on cash and cash equivalents.  

Note 8 - Liquidity and availability of financial assets 

The Organization's financial assets available within one year from the consolidating statements of 
financial position date as of June 30, 2022 and 2021, for general operating expenses are as follows: 

2022 2021

Cash 1,926,286$        2,063,439$        
Program receivables and other 216,494             90,763               
Interest receivable 70,701               88,053               
Current portion of notes receivable 1,930,063          383,007             

Financial assets available to meet cash needs for 
general expenditures within one year 4,143,544$        2,625,262$        

 
As part of the Organization's liquidity management, the Organization has a policy to structure its 
financial assets to be available as its general expenditures, liabilities, and other obligations, including 
loan commitments (see Note 3) come due. The Organization has approximately $666,000 of cash 
designated for loan loss reserve that could be made available to meet short- term liquidity needs as 
of June 30, 2022 (see Note 6). Additionally, in the event of an unanticipated liquidity need, the 
Organization has a line of credit under which funds may be drawn at any time to fund operations (see 
Note 6). Another key source of liquidity includes loan participations. When considering large loans, 
Capital Fund actively engages other organizations into a variety of co-lending arrangements. 

Note 9 - Contingency 

In March 2020, the COVID-19 coronavirus ("COVID-19") pandemic emerged in the United States 
triggering widespread government mandated and voluntary business closures, which in turn have led 
to substantial interruptions in financial markets, employment and the economy as a whole. Though 
the potential financial effects cannot be reasonably estimated at this time, these circumstances may 
have adverse effects on the Organization, its operations and future consolidating financial 
statements. 
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Management of the Organization is monitoring these events closely to assess the financial impact of 
the situation and determine appropriate courses of action. As of the date of this report, the 
Organization is unable to accurately predict how COVID-19 will affect the results of its operations 
because the disease's severity and the duration of the outbreak are uncertain. 






