HABITAT FOR HUMANITY OF
MONTGOMERY COUNTY, INC.
FINANCIAL STATEMENTS

JUNE 30, 2017



HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.

JUNE 30, 2017

INDE X

Independent Auditor’'s Report
Financial Statements:
Statements of Financial Position
Statements of Activities and Changes in Net Assets
Statements of Functional Expenses
Statements of Cash Flows

Notes to Financial Statements

5-6

8-16



O’Hara, Ward & Associates
Certified Public Accountants
1036 Mill Creek Drive
Feasterville, PA 19053
TEL (215) 322-5558
FAX (215) 322-5624

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors of
Habitat for Humanity of Montgomery County, Inc.
West Norriton, Pennsylvania

Report on the Financial Statements

We have audited the accompanying financial statements of Habitat for Humanity of Montgomery
County, Inc. (a nonprofit organization), which comprise the statements of financial position as of
June 30, 2017 and 2016, and the related statements of activities and changes in net assets,
functional expenses, and cash flows for the years then ended, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes 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.

Auditors' Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit 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 from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’'s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements 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 entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.



We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Opinion
In our opinion, the financial statements referred to previously present fairly, in all material
respects, the financial position of Habitat for Humanity of Montgomery County, Inc. as of June

30, 2017 and 2016, and the changes in its net assets and its cash flows for the years then ended
in accordance with accounting principles generally accepted in the United States of America.

O’Hara, Ward &L Associates
Feasterville, PA

November 11, 2017



HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2017 AND 2016

2017 2016
ASSETS
Current Assets
Cash and Cash Equivalents (Includes restricted cash of
$54,302 in 2017 and $164,667 in 2016)........c.cccceervrearrrennnene $1,977,587 $ 682,768
Mortgage Receivables...........ccccooiiiiiiiiii i 70,824 53,196
Accounts RECEIVADIE ........cccccvvviiiiiiiii s 13,680 9,343
Prepaid EXPENSES. ...c.cocuiiiiiiii ettt 4,978 7,344
CONSLIUCLION IN PrOGreSS.....ccveiiiieiiiieieeeiee sttt 1,134,811 355,398
Total Current ASSEetS.....cooeeeeiieeeiiiieeeeeeee, 3,201,880 1,108,049
Property and Equipment Net of Accumulated
Depreciation of $253,570 and $280,670..........cccceeevcvvrerivveeeiineenns 1,200,560 1,228,598
Other Assets
Mortgage Receivables, Net of Mortgage Amortization
and Allowance for Doubtful ACCOUNtS.............evvveveeieeeeerieeieennnns 1,040,687 1,103,698
Financing Costs, Net of Accumulated Amortization of
$4,915 and $4,313. ... 10,145 10,747
01T 0 | SRR 5,585 5,585
Total Other ASSEtS....cccvveeeeeeeeeceeee e 1,056,417 1,120,030
TOTAL ASSETS ... $5,458,857 $ 3,456,677
LIABILITIES AND NET ASSETS
Current Liabilities
ACCOUNES Payable........c.coovieiiieieicee et $ 152,640 $ 75,750
ACCIUEH EXPENSES....eeiiiiieeeiiiieeesitie e e sitee e sttee e st e e st e e sntaeeennnaee s 12,281 9,990
Accrued Payroll and Payroll Taxes 13,029 11,406
Funds Held in Escrow..... 78,731 33,360
Demand Note Payable 270,000 270,000
Current Maturities of Long-Term Debt.........cccccccveevviveecciee e, 32,994 34,040
Total Current LiabilitieS.......cceeveecveeeeeiieeceeeee e 559,675 434,546

Long-Term Liabilities

LONG-TerM DEDL.....ciiieiiie ettt e 931,272 968,495
Total LiabilitieS.....cccuveeeeeeieeeeee e 1,490,947 1,403,041
Net Assets

Unrestricted
UNdESIGNated.........ceveiiiiie i 3,843,951 1,662,076
Board Designated.........cc.ceovvveeiiiiiee e 100,000 250,000
Total UNreStriCted.......ovvviiiiiiiiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeveveaeavavaaaaaaaes 3,943,951 1,912,076
Temporarily RESHCIEd........ccoiiiieiiiee e 23,959 141,560
Total Net ASSELES....uueiieiiiiicieeeee e 3,967,910 2,053,636
TOTAL LIABILITIES AND NET ASSETS....cccceeeverevenee. $5,458,857 $ 3,456,677

The accompanying notes are an integral part of these financial statements.
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

2017 2016
Temporarily Temporarily
Unrestricted  Restricted Total Unrestricted  Restricted Total
Support and Revenues
Home Sales........cccovveeieeiiienc e $ 245,000 $ - $ 245,000 $ 193,000 $ - $ 193,000
Interest Income - Mortgage Receivables........ 95,786 - 95,786 84,253 - 84,253
House Sponsorship..........occvveeveeiiiiciiiieneenn, 5,619 - 5,619 5,350 - 5,350
ReStore Sales.........ccoovveviviiiiiniiecn 420,947 - 420,947 432,963 - 432,963
Neighborhood Revitalization Initiative............. 32,166 1,834 34,000 7,139 13,851 20,990
Contributions:
INAIVIAUAIS.......coeiiiiiieirccee e 2,498,356 125 2,498,481 1,240,797 1,287 1,242,084
Churches.......coccoiiiiii e 38,971 1,000 39,971 17,916 5,000 22,916
Foundations.. . 322,193 - 322,193 9,424 85,000 94,424
BUSINESSES. ...t 242,183 - 242,183 93,380 38,500 131,880
GOVErNMENL.......oeiiiiiiiiiieceee e 117,348 - 117,348 191,000 10,000 201,000
Donated Home and Services..........cccccooueeennne 1,692 - 1,692 300 - 300
Interest Income - Other....... T 3,631 - 3,631 43 1,622 1,665
Miscellaneous...........ccveeieiiiiniiiiiiiec e 4,060 - 4,060 (423) - (423)
Net Assets Released from Restrictions.......... 120,560 (120,560) - 59,697 (59,697) -
Total Support and Revenue.................... 4,148,512 (117,601) 4,030,911 2,334,839 95,563 2,430,402
Expenses
Program ServiCes.......ccccovvuiviieieeiiiiiiiiieeeeene 1,549,651 - 1,549,651 1,199,032 - 1,199,032
Management and General............c.cccoeevvveen.. 173,436 - 173,436 125,123 - 125,123
FUNAraiSing......ceervverrienrieeeseee e 393,550 - 393,550 190,348 - 190,348
Total EXPENSES.......uuvveeeeiiiiiiiieeee e 2,116,637 - 2,116,637 1,514,503 - 1,514,503
Change in Net ASSetS.......cccocvviieririenieniienene 2,031,875 (117,601) 1,914,274 820,336 95,563 915,899
Net Assets, Beginning of Year...........cccccevunne 1,912,076 141,560 2,053,636 1,091,740 45,997 1,137,737
Net Assets, End of Year.........ccccooevveniciineennnn. $ 3943951 $ 23959 $ 3,967,910 $ 1912076 $ 141560 $ 2,053,636

The accompanying notes are an integral part of these financial statements.
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2017

General
Home Sales Total and
and Repairs ReStore Program Administrative Fundraising Total
Personnel
SAIAMNES. .. uvtieeee et $ 172,566 $ 271,496 $ 444,062 $ 49,611 $ 111,852 $ 605,525
Payroll TAXES......eviiiieeiiiie et 31,134 29,532 60,666 4,707 11,034 76,407
Employee BenefitS........c.oeiiiiiiiiieeiiie e 17,631 21,514 39,145 12,770 7,466 59,381
Total PErsonnel.....cccccceiiiiiiiiiee e 221,331 322,542 543,873 67,088 130,352 741,313
Operating Expenses

AAVEITISING..eeeeieiiee ittt 1,038 25,528 26,566 609 1,966 29,141
AULO aNd TIUCK......ccoiiiei e 3,024 3,203 6,227 26 - 6,253

Bad Debt EXPENSE.......ccociiiiiiiiieiie e - - - - - -
Bank and Merchant Fees............ccoovvvvvvveeiiiiiiieee e, 108 9,229 9,337 2,365 6,298 18,000
Construction Costs of Homes Sold..........cc.cccoeevvivveeeiiinnns 382,833 - 382,833 - - 382,833
Depreciation and Amortization . 9,087 18,638 27,725 4,467 2,653 34,845
Dues, Fees, and SubSCriptionS...........cccvvveveiiieeiiiieeiiieenns 1,016 3,870 4,886 27,930 10,587 43,403
Equipment Rental..........cccooviiiiiiiiiiieieecec e 2,375 1,339 3,714 1,082 957 5,753
Facility Expenses... 16,622 35,750 52,372 5,863 2,394 60,629
Fundraising......... - 225 225 - 187,100 187,325
Homeowner Services . 16,771 190 16,961 27 - 16,988
INSUFANCE.....vviiieeiiciieiee et e e e e e e e e e e saraaeeeeans 12,587 10,248 22,835 3,408 979 27,222
INterest EXPeNSe.......cocoovviviiiiiiiiiiieecc e 19,354 40,740 60,094 3,903 3,903 67,900
Meetings 1,596 104 1,700 4,023 995 6,718
Mortgage DiscouNnt EXPENSE........ccevveeerueeeiiieeeiieeenieeennne 129,202 - 129,202 - - 129,202
Neighborhood Revitalization Initiative Repair Costs........... 96,900 - 96,900 - - 96,900
Other EXPENSE........coocvviiiieiiiiiice e . 5,338 4,000 9,338 252 - 9,590
Postage.............. 63 - 2,554 432 3,049
Professional Fees.. 53,821 5,538 59,359 17,791 26,336 103,486
SUPPIIES. . ettt 32,672 15,281 47,953 14,451 7,039 69,443
TelEPNONE....ciiiiiiiie e 9,346 2,456 11,802 6,954 3,548 22,304
. - - - 4,000 - 4,000
Travel and SEMINArS........cccccceveeeeeeeeeeee 13,142 3,051 16,193 6,292 2,677 25,162
[V - T PSRRI 18,236 - 18,236 340 2,563 21,139
VOIUNTEEr EXPENSE...ccuiviiiiiiieeiiie ettt 1,250 7 1,257 11 2,771 4,039
Total Operating EXpPenses......cocccevvieeiiieeeniieesiieennns 826,381 179,397 1,005,778 106,348 263,198 1,375,324
Total EXPENSES..cvviiiiiiieiiiie ittt $ 1047712 $ 501,939 $ 1549651 $ 173,436 $ 393550 $ 2,116,637
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2016

General
Home Sales Total and
and Repairs ReStore Program Administrative Fundraising Total
Personnel
SAlAMES. c.vee et $ 142,179 $ 187,249 $ 329,428 $ 39,037 $ 94,724 % 463,189
PaYrOll TAXES...uvieeieiieeieeeieeieeesee e eee e e e sree e sneeeaeesnee e 27,724 22,810 50,534 3,622 9,919 64,075
Employee BENEfitS.......cccuvevierienieeieeeesie e 18,640 11,912 30,552 57 3,217 33,826
Total PErSONNEl.....cccivviiiiiiiiiii e 188,543 221,971 410,514 42,716 107,860 561,090
Operating Expenses
AAVEIISING. ...eeeeeeeciie ettt ae e 941 9,799 10,740 890 6,517 18,147
AULO @Nd TIUCK......coviiiiiii i 8,575 6,511 15,086 21 - 15,107
Bank and Merchant FEES..........cccccvvvvvviiiiiiiiiiiiiieeeee 32 7,129 7,161 1,411 2,487 11,059
Construction Costs of Homes Sold..............evvvvvvvvvvvvevvnnnnnns 270,902 - 270,902 - - 270,902
Depreciation and Amortization.............ccccovevevieeeneennnnene. 8,765 16,614 25,379 4,309 2,300 31,988
Dues, Fees, and Subscriptions.. 1,217 3,625 4,842 28,492 11,329 44,663
Equipment ReNtal........cccoovieiiieiieiie e 1,677 800 2,477 1,730 1,166 5,373
FaCility EXPENSES.....ceiieeiieiiesiie et 18,944 30,783 49,727 5,059 2,250 57,036
Fundraising................ - - - - 34,750 34,750
Homeowner Services... 17,255 32 17,287 165 255 17,707
Insurance.................. 10,679 9,125 19,804 3,015 818 23,637
INterest EXPeNSe.......cocciiiiiiiiiiiiiciccee e 16,480 41,198 57,678 5,493 5,493 68,664
LY== i Vo TSR 1,196 60 1,256 2,240 211 3,707
Mortgage Discount Expense . 110,103 - 110,103 - - 110,103
Neighborhood Revitalization Initiative Repair Costs........... 90,650 - 90,650 - - 90,650
Other EXPENSE.....ccvviiieiiie et sie e sree e neee s 3,426 1,177 4,603 529 - 5,132
Postage............... 58 - 1,866 - 1,924
Professional Fees.. 19,919 5,626 25,545 9,398 5,999 40,942
.............. 23,051 9,461 32,512 6,015 1,767 40,294
7,596 3,261 10,857 4,268 4,476 19,601
- - - 4,000 - 4,000
6,716 1,421 8,137 3,327 2,022 13,486
RV /1S - VUSSP SRROURRRROURRRRNY 22,427 - 22,427 - - 22,427
VOIUNTEEr EXPENSE...ccuiviiiiiiieiiiie et 750 537 1,287 179 648 2,114
Total Operating EXpPenses......cccccvvvieeiiieeeniieesiieennne 641,359 147,159 788,518 82,407 82,488 953,413
TOtal EXPENSES..cviiiiieieieiiieiieesieesiee e nieesiee e eneeeneeens $ 829,902 $ 369130 $ 1,199,032 $ 125,123 $ 190,348 $ 1,514,503
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2017 AND 2016

2017 2016
Cash Flows From Operating Activities:
Change iN NEt ASSBLS......cuiiiiieiiie ettt ettt stre e sbe e eree e $ 1,914,274 $ 915,899
Adjustments to Reconcile Change in Net Assets to
Net Cash from Operating Activities:

HOME SAIES.....coiiiiiii e (214,746) (183,042)
Depreciation and AMOItiZation.............ceoveeriiiiiiieeeeeee e 34,845 31,988
MOMQage DISCOUNL......cciiiiiiiiiiiiiiiee ettt a e 129,202 110,103
Interest Income - Mortgage Receivables................ccccocoiiiiinnn, (95,526) (83,893)
(Increase) Decrease in Operating Assets:
Accounts Receivables............cccooiiiiiii (4,337) (8,256)
Mortgages Receivable Receivables...............cccciviiiiiiiiiiiinnnnnn, 226,453 140,704
Prepaid EXPENSES........ccuiiiii e 2,366 (4,714)
CONSLrUCtION N PrOgreSS....c.cooviiiiiiiiiiee it (779,413) (274,148)
(=T 00| £ - -
Increase (Decrease) in Operating Liabilities:
Accounts Payable..........ccccooviiei 76,890 13,321
ACCIUET EXPENSES. ....oiiiiiiiieiiiiice ettt 2,291 (1,211)
Accrued Payroll and Payroll Taxes.........ccccceveeeiiiiiiieeieeneiieeeen. 1,623 8,818
FUNAS HEld iN ESCIOW........c.cveuivivieeeeeeeeeeteieieeeeeieeeeee e en s 45,371 (3,060)
Net Cash From Operating ACHiVItI€S.......c.cocvcerviveiesieeisie e 1,339,293 662,509
Cash Flows From Investing Activities:
Purchases of Property and EQUIPMENt.............ccoveeeereieeeeeeereenanes (6,205) (24,078)
Net Cash From Investing ACtiVItI€S........c.cceeveueeereeeecrieceeeeeee e (6,205) (24,078)

Cash Flows From Financing Activities:

Net Borrowings (Repayments) of Demand Note Payable................. - (144,984)
Principal Repayments of Long Term Debt............ccccceveveeeveueeeevennne. (38,269) (32,373)
Net Cash From Financing ACtiVities............cccccoeeveveveeeeceiereeeceen, (38,269) (177,357)
Change in Cash and Cash Equivalents.........cccccoeeeieiiieeeeee, 1,294,819 461,074
Cash and Cash Equivalents, Beginning of Year...........c..ccccoeeeuen.... 682,768 221,694
Cash and Cash Equivalents, ENd of Year...........ccccoeovvvevieeveninenenns $1,977,587 $ 682,768
Supplemental Disclosures:
INEEFESE PAI......c.cvveveeeeeeeeeeteeeeeee ettt e st $ 67900 $ 68,664

The accompanying notes are an integral part of these financial statements.
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Note 1. Organization

Habitat for Humanity of Montgomery County, Inc. (Habitat) was incorporated on January 23,
1989, under the laws of the Commonwealth of Pennsylvania as a nonprofit social service
organization.

Habitat for Humanity of Montgomery County strives to end poverty housing in our community by
providing an array of programs geared toward homeownership, home repair and home
preservation for low-income county residents. Habitat works with individuals, organizations and
faith communities to build simple, basic, decent housing and provide no-interest low payment
mortgages. In addition, Habitat provides critical repairs to low-income owner-occupied homes,
as well as outside preservation to improve families, neighborhoods and our county’s quality of
life.

Note 2. Summary of Significant Accounting Policies

Basis of Financial Statement Presentation:

The accompanying financial statements have been prepared on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United States of America. Net
assets and revenues, expenses, gains, and losses are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net assets of Habitat and changes therein
are classified and reported as follows:

Unrestricted net assets - Net assets that are not subject to donor-imposed
stipulations. Unrestricted net assets may be designated for specific purposes by
action of the Board of Trustees or may otherwise be limited by contractual
agreements with outside parties.

Temporarily restricted net assets - Net assets subject to donor-imposed
stipulations that may or will be met, either by actions of Habitat and/or the passage
of time. When a restriction expires, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the Statements of Activities
as net assets released from restriction.

Permanently restricted net assets - Net assets subject to donor-imposed
stipulations that they be maintained permanently by Habitat. There were no
permanently restricted net assets as of June 30, 2017 and 2016.




HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Note 2. Summary of Significant Accounting Policies (Cont'd)

Cash and Cash Equivalents:

For the purposes of the Statements of Cash Flows, Habitat considers cash in operating
accounts, cash on hand, demand deposits, and highly liquid debt instruments purchased with a
maturity of three months or less as cash and cash equivalents.

The Organization’s cash and cash equivalent accounts and interest bearing deposits in banks
and other financial institutions may at times exceed the federally insured limits. The
Organization has not experienced any losses in these accounts. Management believes that the
Organization is not exposed to any significant risk on these deposits.

Property and Equipment:

It's Habitat's policy to capitalize property and equipment over $500. Lesser amounts are
expensed. Property and equipment are capitalized at cost. Expenditures that enhance the
useful lives of the assets are capitalized and depreciated. Expenditures for maintenance and
repairs are charged to expenses as incurred. Property and equipment are depreciated over
their estimated useful lives using the straight-line method. When property and equipment are
sold or otherwise disposed of, the asset account and related accumulated depreciation account
are relieved, and any gain or loss is included in operations.

Financing Costs:

Financing costs are being amortized using the straight-line method. Amortization expense is
estimated as $602 per year for the next five years.

Compensated Absences:

Habitat accrues accumulated unpaid annual leave when earned by the employee. Generally,
annual leave must be taken during the calendar year earned. However, up to 40 hours may be
carried forward per calendar year. Eligible employees who end their employment with Habitat
are reimbursed for each day of accumulated annual leave.

Management’'s Use of Estimates and Assumptions:

Management uses estimates and assumptions in preparing its financial statements in accordance
with accounting principles generally accepted in the United States of America. Those estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenues and expenses. Actual results could vary from the
estimates that were used.



HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Note 2. Summary of Significant Accounting Policies (Cont'd)

Contributed Services:

Contributed services are included in the financial statements as support and expenses in those
cases where the services provided: (1) are significant and form an integral part of the efforts of
the Organization, (2) would be performed by salaried personnel if contributed services were not
available, and (3) the Organization controls the employment and duties of the service donors.
The value of contributed services is based upon the actual salaries and benefits paid to the
individual by the contributing organization. The value of the contribution of casual or occasional
services is not included in the financial statements, since such services are not susceptible to
objective measurement.

Revenue Recognition, Construction in Progress, and Mortgage Receivables:

Habitat receives donations to fund acquisition, construction and rehabilitation costs of houses.
These costs are capitalized as construction in progress. When the house is completed, it is
transferred to a qualified family and recorded as a sale of property for the mortgage balance the
homeowner assumes. The mortgage balance is discounted using rates which reflect the current
market conditions and recorded as mortgage discount expense. The discount is amortized over
the term of the mortgage using the interest method. A provision for doubtful accounts has been
recognized based upon management'’s review of existing receivables.

Contributions are recognized as support in the period received or when the donor makes a
promise to give that is unconditional. Contributions received are recorded as unrestricted,
temporarily restricted, or permanently restricted support, depending on the existence and/or
nature of any donor restrictions. Contributions that are restricted by the donor are reported as
increases in unrestricted net assets if restrictions are met in the fiscal year in which the
contributions are recognized.

All donor-restricted support is reported as an increase in temporarily or permanently restricted
net assets, depending on the nature of the restriction. When a restriction expires (that is, when
a stipulated time restriction ends or purpose restriction is accomplished), temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the Statement of Activities
as net assets released from restrictions. Restore sales are recorded at the un-discount sale
price and exclude sales taxes.

Donations of property and equipment are recorded as contributions at their estimated fair value
at the date of donation. Such donations are reported as increases in unrestricted net assets,
unless the donor has restricted the donated asset to a specific purpose. Restricted assets are
those donated with explicit restrictions regarding their uses and contributions. Absent donor
stipulations regarding how long those donated assets must be maintained, Habitat reports
expirations of donor restrictions when the donated or acquired assets are placed in service as
instructed by the donor. Habitat reclassifies temporarily restricted net assets to unrestricted net
assets at that time.
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Note 2. Summary of Significant Accounting Policies (Cont'd)

Revenue Recognition, Construction in Progress, and Mortgage Receivables (Cont'd):

Habitat accounts for grant and contract revenues, which are exchange transactions, in the
Statements of Activities to the extent that expenses have been incurred for the purpose
specified by the grantor during the period. In applying this concept, the legal and contractual
requirements of each individual program are used as guidance. Any excess or deficiency of
cash receipts over expenditures incurred is reported as "deferred income" or "government
receivables", respectively. Upon termination, unexpended cash funds received under the terms
of the grant provisions revert to the grantor, and are recorded as refundable advances in the
Statements of Financial Position.

Income from special events and fundraisers for the next fiscal year is deferred and recognized
in the period that the events take place.

Federal Income Tax Status:

Habitat has received a determination letter from the Internal Revenue Service concluding that it
is exempt from federal income taxes under Section 501(c)(3) of the Internal Revenue Code.
Habitat has been classified as an organization that is not a private foundation under Section
509(a)(2) of the Internal Revenue Code and qualifies for deductible contributions as provided in
Section 170(b)(1)(A).

Functional Allocation of Expenses:

Certain operating expenses have been allocated to program services based on the reasonable
benefit that the program derived from these expenses. There are various funding sources
providing support towards the Organization’s programs, and some of the expenses charged to
the programs represent direct expenses related to program operations and objectives.

Advertising:

All advertising costs, which approximated $29,100 and $18,100 for the years ending June 30,
2017 and 2016, respectively, are expensed as incurred or when the first time advertising takes
place.

Date of Management Evaluation of Subsequent Events:
In preparing the accompanying financial statements, Management has evaluated events and

transactions for potential recognition or disclosure through November 11, 2017, the date on which
the financial statements were available to be issued.
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Recently Issued Accounting Pronouncements:

Revenue from Contracts with Customers

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (Topic
606), requiring an entity to recognize the amount of revenue to which it expects to be entitled for
the transfer of promised goods or services to customers. The updated standard will replace most
existing revenue recognition guidance when it becomes effective and permits the use of either a
full retrospective or retrospective with cumulative effect transition method. In August 2015, the
original effective dates of ASU 2014-09 were deferred by one year through the issuance of ASU
2015-14, Revenue from Contracts with Customers (Topic 606): Deferral of the Effective Date. For
most nonprofit organizations, ASU 2014-09 (as revised) is effective for annual reporting periods
beginning after December 15, 2018. The impact of adopting this ASU on the Agency’s financial
statements for subsequent periods has not yet been determined.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which supersedes FASB
ASC Topic 840, Leases (Topic 840) and provides principles for the recognition, measurement,
presentation and disclosure of leases for both lessees and lessors. The new standard requires
lessees to apply a dual approach, classifying leases as either finance or operating leases based
on the principle of whether or not the lease is effectively a financed purchase by the lessee. A
lessee is also required to record a right-of-use asset and a lease liability for all leases with a term
of greater than twelve months regardless of classification. Leases with a term of twelve months or
less will be accounted for similar to existing guidance for operating leases. Lessor accounting is
mostly unchanged from the current model, but updated to align with certain changes to the lessee
accounting model and the new revenue recognition standard. The ASU is effective for most
nonprofit organizations for fiscal years beginning after December 15, 2019. The impact of
adopting this ASU on the Agency’s financial statements for subsequent periods has not yet been
determined.

In August 2016, the FASB issued ASU 2016-14, Not-for-Profit Entities (Topic 958): Presentation
of Financial Statements of Not-for-Profit Entities, which affects all nonprofit organizations. The
ASU significantly amends the standards for the presentation and accompanying disclosures of
the financial statements of nonprofit organizations. Key elements of this amendment include a
reduction in the number of net asset categories from three to two, conforming requirements on
releases of capital restrictions, several new requirements related to expense presentation and
disclosure (including investment expenses), and new required disclosures communicating
information useful in assessing liquidity. The ASU is effective for fiscal years beginning after
December 15, 2017, and interim periods within fiscal years beginning after December 15, 2018.
The impact of adopting this ASU on the Agency'’s financial statements for subsequent periods has
not yet been determined.
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Note 3. Mortgage Receivable:

Mortgages receivable consists of mortgage notes to homeowners. The mortgages are non-
interest bearing and are secured by real estate. The mortgage loans are payable in monthly
installments over 20, 25 or 30 year terms.
receivables and establishes an allowance for doubtful accounts based on history of past write-
offs, collections and current credit considerations. Mortgages receivable at June 30, 2017 and

2016 are as follows:

Annually, management evaluates mortgage

2017 2016
Mortgages Receivable...........ccccooiiiiiiiiiii $2,764,858 $ 2,844,551
Less: Allowance for Doubtful Accounts.............ccceeevveennnnn. (24,143) (24,143)

Less: Unamortized Mortgage Discount

Net Mortgages Receivable

....................... (1,629,204) (1,663,514)

....................... 1,111,511 1,156,894

Less: CUITENt POrtioN.......oouuiieiieeiieeeee ettt (70,824) (53,196)

Mortgages Receivable, Long-Term

Note 4. Property and Equipment

....................... $1,040,687 $1,103,698

Property and equipment includes the following at June 30, 2017 and 2016:

Estimated
useful lives
in years 2017 2016
0= 3 (o TR $ 207,937 $ 207,937
Buildings and Improvements ............cccccceeevieeeeeennnn. 20-40 1,192,458 1,192,458
Furniture and FiXtUres .........c.coovviiiiiiiici e 5-7 12,280 36,967
VENICIES ... 5 41,455 63,568

Tools and Small Equipment

Accumulated Depreciation

.............. 5 - 8,338

1,454,130 1,509,268
.............. (253,570) _ (280,670)

$1,200,560 $ 1,228,598

Depreciation expense for the years ended June 30, 2017 and 2016 was $34,243 and $31,386,

respectively.
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Note 5. Demand Note Payable:

Habitat maintains a $200,000 line of credit with a local financial institution. The line of credit is
automatically renewable on an annual basis and interest is due monthly at prime. At June 30,
2017 and 2016 the balance due was $-0-.

In February 2015, Habitat obtained a commercial demand loan from Customers Bank in the
amount of $270,000 collateralized by Mortgage Receivables. Interest is payable monthly at a
rate of 1% over prime. Principle is payable upon demand.

Note 6. Long Term Debt:

Long term debt consists of the following as of June 30, 2017 and 2016:
2017 2016

In July 2013, Habitat obtained a loan from Habitat for Humanity

International, Inc. in the amount of $11,250. The loan is to be

Repaid in 48 monthly payments with no interest, starting

January 2015. The loan was repaid in the current year. ..........cccccceeeeeennne. $ - $ 7,038

In February, 2010, Habitat obtained a mortgage from a nonprofit

corporation in the amount of $1,152,000 to purchase a new building.

The loan is to be repaid in 300 monthly installments of principal and

Interest of $7,100 at an annual interest rate of 5.5%. The note is

Secured by the land and building ... 964,266 995,497

964,266 1,002,535
CUIMTENT MALUITEIES .o eee ettt e e e e e e e e e et e ereaeeenaeees (32,994) (34,040)

$931,272 $ 968,495

Total maturities of long term debt for the year ending June 30 are as follows:

Year ended June 30, Amount
2018 ..o $ 32,994
2019 ..o 34,855
2020 ....ciiiiiiiins 36,821
2021 .. 38,898
2022 i 41,092
Thereatfter............. 779,606

Total................ $ 964,266
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Note 7. Commitments and Contingencies:

The Pennsylvania Housing Finance Agency (PHFA), a state agency, assumed 2 mortgages held
by Habitat. Habitat is responsible for maintaining the mortgages by collecting the payments.
Should a homeowner become delinquent, PHFA will require full repayment and discontinue the
agreement for that mortgage. One mortgage was fully repaid and one is still currently being
maintained with a June 30, 2017 balance of $3,175 and $5,460 on June 30, 2016.

Note 8. Unrestricted Board Designated and Temporarily Restricted Net Assets:

In March 2016, the board designated $250,000 to be set aside in a separate account for the
purpose of start up costs for the opening of a new ReStore.

Temporarily restricted net assets at June 30 are as follows:

2017 2016
Neighborhood Revitalization Initiative ............cccceeeeiiiiiiiiiieeieeeens $ 1834 $ 33,886
Critical HOME REPAIIS.......ueeeeiiiiiee et 15,000 45,000
(O00] 011 100 (1110 o [ 7,125 62,674
o] c= | T $ 23959 $141,560

Net assets were released from donor restrictions as follows:
2017 2016
Purpose restriction accomplished:

Neighborhood Revitalization Initiative ............ccccceeveeeeiiiciiiieeennn. $ 33,886 $ 45,997
Critical HOMeE REPAIIS........uvveiiieieeeeiiiiieeeee e 30,000 --
(O00] 153 1 (1 [e1 110 ] o ISR 56,674 13,700
[ 0] = | TR $120,560 $ 59,697

Note 9. Related Party Transaction:

As described in Note 6, Habitat obtained a loan from Habitat for Humanity International,
Inc. Also, Habitat donated $4,000 and paid $25,000 for a license fee to Habitat for
Humanity International, Inc. during the years ending June 30, 2017 and 2016.
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HABITAT FOR HUMANITY OF MONTGOMERY COUNTY, INC.
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2017 AND 2016

Note 10. Concentrations

The Organization received approximately 45% and 41% of its total support and revenue from
one individual for the year ended June 30, 2017 and 2016, respectively.

Note 11. Reclassifications

Certain reclassifications have been made to the 2016 financial statement presentation to
correspond to the current year's formats. Net assets and changes in net assets are unchanged
due to these reclassifications.

16



	FS-0.1 FS 617 Habitat for Humanity of MC
	Trial Balance
	AJE
	Stmt of Fin
	Stmt of Act
	Stmt of Fun 17
	Stmt of Fun 16
	Stmt of Cash Flows
	CF Worksheet
	Concentrations
	Questions

	FS-0.2 FS 617 Habitat for Humanity of MC
	O’Hara, Ward & Associates
	Certified Public Accountants
	O’Hara, Ward & Associates
	Feasterville, PA




