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STEADFAST

Mohala i ka wai ka maka o ka pua.

Unfolded by the water are the faces of the flowers.

Flowers will flourish where there is water, as will people when living
conditions are good. Queen Lili‘uokalani understood the wisdom of
this ‘olelo no‘eau (proverb) and with great foresight she created her

deed of trust.

The Queen gave not only her property, but all of herself to Hawai‘i’s most
fragile flowers, its keiki (children). We strive to follow in her example. Our
steadfast commitment to her mission comes from the na‘au. We understand the

immense responsibility we have to her legacy which we proudly assume each day.

The rewards are endless as we witness her beneficiaries mature and succeed.
They are our constant inspiration for they truly embody the spirit of our Queen’s
motto, ‘onipa‘a. They have remained resilient through all of life’s obstacles and

are no doubt the greatest testament to Queen Lili‘uokalani’s legacy.




A

HER MAJESTY’S LEGACY

On December 2, 1909, Queen Lili‘uokalani
executed a Deed of Trust, which established the
legal and financial foundation of an institution
dedicated to the welfare of orphan children. She
amended her Deed of Trust in 1911 to include
destitute children. It states, “all the property of the
Trust Estate, both principal and income...shall be
used by the Trustees for the benefit of orphan and
other destitute children in the Hawaiian Islands,
the preference given to Hawaiian children of pure

or part-aboriginal blood.”
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he year 2006 was marked by
continued growth in our two
divisions: programs and asset

management. The programs of the

Trust are administered and delivered by
the Queen Lili‘uokalani Children’s Center,

which aims to support families so that they

can raise healthy, happy, resilient children with
positive family attachments.

The Children’s Center’s accomplishments for
2006 include:

W Continuing to care for and foster the growth of
healthy children, by encouraging strong family
attachments and stable home environments within
caring communities.

= Directly serving 9,676 children. This includes 1,454
orphans and 8,222 destitute children. The Children’s
Center also indirectly served 38,195 children through
its Community Building efforts.

= Holding an all-agency retreat at Volcano, Hawai‘i. A
total of 117 attended, including trustees and staff from
the Children’s Center and the Endowment Group.

= Initiating a comprehensive strategic planning
process to further refine, focus and enhance the
Children’s Center’s ability to effectively assist our
beneficiaries. The process will extend into next year,
and should be completed by the Fall of 2007.

The Trust’s Endowment Group manages the assets
and supports the Children’s Center by providing the
necessary financial resources to fund programs. The
Endowment Group preserves, develops, manages and
invests the assets of the Trust including real estate,
leases, investments, and any other Trust assets.

Accomplishments for the Endowment Group in
2006 include:

= Continuing to build the foundation for long-term
growth and taking actions to reduce risk through
diversification of assets and income streams.

= Significantly increasing revenue and net income
over the past three years.

= Substantially increasing leasing activity on the Big
Island including working with a commercial developer
to build a lifestyle shopping center on land leased from
the Trust.

= Pursuing new projects to utilize Trust lands to ensure
continued growth and stability. We are in the process of
planning for the development of Trust lands in Kona,
giving due consideration to the major infrastructure
issues (e.g., traffic and water) unique to the area.

= Major improvements to hotel properties on Trust
land in Waikiki, financed by the hotel owners. The
improvements potentially increase both lease rents and
the long-term value of the Trust’s land.

= Continuing to build a diversified portfolio aimed at
producing steady returns. During this period of
stabilization, the Trust portfolio has been conservatively
allocated and continues to perform well.

We have worked hard in 2006 to build a strong
foundation for future development, and our strategic
planning efforts will define our path for the next
decade. Our steady financial growth enables us to
expand both programs and facilities. In all that we do,
we are keenly aware of our kuleana (responsibility) to
fulfill the Queen’s desire to care for our orphan and
destitute children. Faithfully, we will discharge this
responsibility. E ‘onipa‘a kakou!

Aloha,

Fhorran & \{/M@/

Thomas K. Kaulukukui, Jr.
Chairman, Board of Trustees
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Independent Auditor’s Report

To the Trustees of
Lili'uokalani Trust:

We have audited the accompanying statements of financial position of Lili'uokalani Trust (the Trust) as of
December 31, 2006 and 2005, and the related statements of activities, functional expenses and cash flows
for the years then ended. These financial statements are the responsibility of the Trust's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America, Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Trust as of December 31, 2006 and 2005, and the changes in its net assets and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audits were made for the purpose of forming an opinion on the basic financial stalements taken as a
whole, The supplementary information is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information, except for that portion marked
“unaudited”, on which we express no opinion, has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

I H-LLP
KMH LLP

Honolulu, Hawaii
June 14, 2007
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ASSETS

Assets:
Cash and cash equivalents
Accounts receivable
Investments
Prepaid expenses and other assets
Property and equipment, net of accumulated depreciation
and amortization
Straight-line rent receivable
Prepaid benefit cost

Total assets

LIABILITIES AND NET ASSETS

Liabilities:
Accounts payable and other accrued liabilities
Accrued vacation
Deferred revenue
Accrued pension
Accrued postretirement benefits
Notes payable

Total liabilities

Commitments and Contingencies
Net assets:
Unrestricted:
Board designated for set aside liabilities
Undesignated

Temporarily restricted
Total net assets
Total liabilities and net assets

2006

$1,720,726
1,376,078
24,212,126
923,942

42,531,896
19,814,721
478,087

891,057,576

$931,089
721,441
2,707,369

1,041,783
1,241,087

6,642,769

3,018,000

81,337,633

84,355,633
59,174

84,414,807
$91,057,576

2005

$1,343,489
1,052,422
21,593,127
691,243

43,959,995
18,630,543

_887.270819

$499,476
657,424
289,304
1,098,889
798,260
4,168,440

7,511,793

79,705,090

79,705,090
53,936

79,759,026
$87,270,819




Lili‘uokalani Trust

STATEMENTS OF ACTIVITIES
For the Years Ended December 31, 2006 and 2005

Revenues, Gains, and Other Suppport:

Rent

Real property and general excise tax reimbursements
Donations

Net realized gains on sales of property

Net realized and unrealized gains on investments
Income from investments

Other

Net assets released from restrictions
Total revenues, gains, and other support

Expenses:
Program services
Support services

Total expenses

Total revenues, gains, and other
support over expenses

Minimum Pension Liability Adjustment
Effect of adoption of recognition and measurement
date provisions of FASB Statement No. 158

Increase in net assets
Net Assets at Beginning of Year

Net Assets at End of Year

UNRESTRICTED

$19,740,102
6,980,777
333

94,977
1,771,730
581,659
124,598

29,294,176

11,699

29,305,875
10,781,051
14,516,976

25,298,027

4,007,848

642,695

4,650,543

79,705,090
524,355,633

2006

TEMPORARILY
RESTRICTED

16,937

16,937

(11,699)

5,238

5,238

5,238
53,936

$59,174

ToTAL

$19,740,102
6,980,777
17,270
94,977
1,771,730
581,659
124,598

29,311,113

29,311,113
10,781,051
14,516,976

25,298,027

4,013,086

642,695

4,655,781

79,759,026
$84,414,807

2005

TEMPORARILY

UNRESTRICTED RESTRICTED ToTAL
$18,754,839 $18,754,839
6,096,000 6,096,000
32,911 32,911
396,962 396,962
547,785 547,785
519,666 519,666
375,793 375,793
26,691,045 32,911 26,723,956

10,769 (10,769)

26,701,814 22,142 26,723,956
10,322,047 10,322,047
12,332,620 12,332,620
22,654,667 22,654,667
4,047,147 22,142 4,069,289
(198,888) (198,888)
3,848,259 22,142 3,870,401
75,856,831 31,794 75,888,625
$79,705,090 $53,936 $79,759,026




Lili‘uokalani Trust

STATEMENTS OF CASH FLows
For the Years Ended December 31, 2006 and 2005

Cash Flows from Operating Activities:
Increase in net assets
Adjustments to reconcile increase in net assets to net cash

provided by operating activities:

Net realized gains on sales of property
Net realized and unrealized gains on investments
Depreciation and amortization
Increase in accounts receivable
Increase in straight-line rent receivable
Increase in prepaids
Increase (decrease) in accounts payable
and other accrued liabilities
Increase in accrued vacation
Increase (decrease) in deferred revenue
Decrease in accrued pension/prepaid benefit cost
Increase in accrued postretirement benefits

Net cash provided by operating activities

Cash Flows from Investing Activities:
Proceeds from the sales or maturities of investments
Purchases of investments
Proceeds from the sales of property
Purchases of property and equipment

Net cash used in investing activities

Cash Flows from Financing Activities:
Proceeds from notes payable
Repayment of notes payable

Net cash used in financing activities
Net increase in cash

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Supplemental Disclosure of Cash Flow Information--
Cash paid for interest, net of capitalized interest

2006

$4,655,781

(94,977)
(1,771,730)
1,858,725
(323,656)
(1,184,178)
(232,699)

431,613
64,017
2,418,065
(1,576,976)
243,523

4,487,508

2,558,512
(3,405,781)
563,758
(899,407)
(1,182,918)

(2,927,353)
(2,927,353)
377,237

1,343,489
$1.720,726

$195,261

2005

$3,870,401

(396,962)
(547,785)
1,724,971
(406,009)
(730,101)
(300,536)

(673,085)
29,657
(7,448)

(156,353)
99,029

2,505,779

11,701,438
(14,595,096)
2,407,960
(1,808,752)
(2,294,450)

600,000
(625,945)

(25,945)
185,384

1,158,105
$1,343,489

$199,774



Lili‘uokalani Trust

SUPPLEMENTAL SCHEDULE OF LAND
December 31, 2006

Cost
Basis
Investment in Land:
O‘ahu:
Waikikr $ 737,711
Other O‘ahu 33,193
Hawai'i:
Kona:
Developed 49,331
Undeveloped 224,120
Leased for agriculture 12,877
Other Hawai'‘i 1
Total investment in land 1,157,233
Land used for tax exempt purposes:
Children’s centers:
Hale‘iwa 214,598
Hilo 302,816
Kane‘ohe 703,316
Kapalama 217,160
Kaua'i 966,858
Maui 240,985
Punalu‘u 1
Wai‘anae 514,635
Total land used for tax
exempt purposes 3,160,369

Total land $ 4,317,602

APPRAISAL BASIS
(UNAUDITED)

$ 141,300,000
5,986,000

90,560,833
49,683,900
1,390,000
5,240,000
294,160,733

1,190,000
260,000
620,000

1,100,000
570,000
380,000

1,330,400
200,000

5,650,400
290,811,133

Note: The supplemental “appraisal basis” value of land is stated primarily

at the estimated market value on January 1, 2003 as appraised by John Child &

Company, in its report dated October 15, 2003.




Queen Lili‘uokalani Children’s Center has locations on each of our Hawaiian Islands, with the exception
of Ni‘ihau. We welcome your interest, your support, and the opportunity to work with you on behalf of the
children Queen Lili‘uokalani so loved. Please contact the location nearest you for more information.

Honolulu Unit Hilo Unit Maui Unit

1300-A Halona Street 919 Ululani Street 1791 Wili Pa Loop
Honolulu, Hawai‘i 96817 Hilo, Hawai‘i 96720 Wailuku, Hawai‘i 96793
(808) 847-1302 (808) 935-9381 (808) 242-8888

Ko‘olau Poko Unit Kona Unit Hana Office

46-316 Ha'‘ikuRoad 74-5490 Makala Blvd. P.O. Box 662
Kane‘ohe, Hawai‘i 96744 Kailua-Kona, Hawai‘i 96740 Hana, Hawai‘i 96713
(808) 235-7613 (808) 329-7336 (808) 248-7218

Queen Lili‘uokalani
Children’s Center

Queen Lili‘uokalani Trust Wai‘anae Coast Unit Kona Unit Mailing Address
87-1876 Farrington Hwy. P.O. Box 2819
Wai‘anae, Hawai‘i 96792 Kailua-Kona, Hawai‘i 96745 Services provided by
(808) 668-2314 Ko‘olau Poko Unit
Honolulu, Hawai'i 96817 Kona Beach (Papawai) (808) 235-7613
Phone (808) 847-1302 Waimanalo Office (808) 329-0503
41-245 llauhole Street
Waimanalo, Hawai‘i 96795
(808) 426-1300 Moloka'‘i Unit
Kaua'‘i Unit Kamehameha V Hwy.
Windward O‘ahu Unit 4530 Kali Road Kalama‘ula, P.O. Box 55
53-516 Kamehameha Hwy. Lrhu‘e, Hawai‘i 96766 Kaunakakai, Hawai‘i 96748
Hau‘ula, Hawai‘i 96717 (808) 245-1873 (808) 553-5369
(808) 293-8577

1300 Halona Street

Fax (808) 841-0502
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