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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Asheville Area Habitat for Humanity, Inc.
Asheville, North Carolina

Opinion

We have audited the accompanying financial statements of Asheville Area Habitat for Humanity, Inc. (a nonprofit
organization), which comprise the statements of financial position as of June 30, 2023, and the related statements of
activities, changes in net assets, functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of
Asheville Area Habitat for Humanity, Inc. as of June 30, 2023, and the changes in its net assets and its 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 audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Our responsibility 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 Asheville Area Habitat
for Humanity, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Prior Period Financial Statements

The financial statements for the year ended June 30, 2022 were audited by us 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. We expressed an
unmodified opinion on those financial statements.

Responsibilities of Management 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Asheville Area Habitat for Humanity, Inc.’s ability to
continue as a going concern within one year after the date that the financial statements are available to be issued.

DMJPS PLLC | 888.873.2545 | dmjps.com | be greater

Member of CPAmerica, Inc.



Page 2

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the 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 generally accepted auditing standards and Government Auditing Standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that, individually or
in the aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government Auditing Standards,
we:

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

° Identify and assess the risks of material misstatement of the 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
Asheville Area Habitat for Humanity, Inc.’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 financial statements.

° Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Asheville Area Habitat for Humanity, Inc.’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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The accompanying
schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, is presented for purposes of
additional analysis and is not a required part of the financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to prepare the
financial statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial statements themselves,
and other additional procedures in accordance with auditing standards generally accepted in the United States of America.
In our opinion, the schedule of expenditures of federal awards is fairly stated, in all material respects, in relation to the
financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 10, 2023 on our
consideration of the Asheville Area Habitat for Humanity, Inc.’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is solely to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the Asheville Area Habitat
for Humanity, Inc.’s internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Asheville Area Habitat for Humanity,
Inc.’s internal control over financial reporting and compliance.

DMYIPS PLLE

Certified Public Accountants
Asheville, North Carolina

October 10, 2023
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ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

STATEMENTS OF FINANCIAL POSITION

Exhibit A

June 30, 2023 and 2022
ASSETS
2023 2022
Assets
Cash and cash equivalents $ 3,482,989 7,988,576
Restricted cash 2,148,591 1,542,172
Prepaid expenses 53,008 38,743
Grants receivable 129,166 35,000
Employee Retention Credit receivable 270,044 -
Promises to give, net 122,372 32,776
Inventory 5,760,362 3,943,973
Construction in progress 723,719 1,187,390
Mortgages receivable, net 10,016,471 9,671,776
Operating lease right of use assets, net 191,790 -
Property and equipment, net 8,610,124 8,411,103
Investments 3,794,624 701,065
Other assets 133,994 128,607
Total Assets $ 35,437,254 33,681,181
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable and accrued expenses $ 164,976 546,424
Payroll liabilities 274,839 159,522
Funds held for others:
Homeowners' escrow payable 304,872 250,365
Refundable deposits 12,676 12,676
Operating lease liabilities 192,500 -
Notes payable 8,971,313 9,479,514
Total Liabilities 9,921,176 10,448,501
Net Assets
Without donor restrictions 21,152,248 19,260,803
With donor restrictions 4,363,830 3,971,877
Total Net Assets 25,516,078 23,232,680
Total Liabilities and Net Assets $ 35,437,254 33,681,181

The accompanying notes are an integral part of these financial statements.



ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

STATEMENTS OF ACTIVITIES

Years Ended June 30, 2023 and 2022

Exhibit B

2023 2022
Changes in Net Assets without Donor Restrictions:
Public Support, Revenues and Gains:

Contributions of cash and other financial assets 1,877,789 $ 6,967,631

Contributions of nonfinancial assets 4,786,180 3,730,573

Sale of homes 3,306,695 2,212,836

Home repair sales 11,310 42,000

Government grants - Employee Retention Credit 658,837 -

Government grants - Paycheck Protection Program - 562,375

Government grants - other 916,584 1,044,362

Gain on sale of asset - 1,494

ReStore sales 4,350,558 3,683,856
Less cost of goods sold (4,267,852) (3,551,152)

Rents, net of related expenses - 205

Amortization of mortgage discounts 878,096 691,995

Investment income, net 91,540 6,594

Forgiven mortgage income 518,037 461,113

Other income 129,914 95,108
Total public support, revenues and gains without donor restrictions 13,257,688 15,948,990

Net Assets Released from Restrictions:

Satisfaction of program restrictions 1,083,554 685,646
Total net assets released from restrictions 1,083,554 685,646
Total public support, revenues, and gains without donor restrictions,

and satisfaction of program restrictions 14,341,242 16,634,636
Expenditures:

Program services 11,257,837 8,968,128

Supporting services:

Management and general 559,233 425,711
Fundraising 632,727 523,293
Total Expenditures 12,449,797 9,917,132
Increase in net assets with donor restrictions,

before inherent contribution received 1,891,445 6,717,504

Inherent contribution of net asset without donor restrictions
from Madison County Habitat for Humanity, Inc. - 501,674
Increase in net assets without donor restrictions 1,891,445 7,219,178

Changes in Net Assets with Donor Restrictions:

Contributions 1,431,179 1,675,899

Satisfaction of program restrictions (1,083,554) (685,646)

Rents, net of related expenses 265 65

Investment income (loss), net of related expenses 44,063 (99,775)

Increase in net assets with donor restrictions 391,953 890,543
Increase in Net Assets 2,283,398 $ 8,109,721

The accompanying notes are an integral part of these financial statements.



ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

STATEMENTS OF CHANGES IN NET ASSETS

Years Ended June 30, 2023 and 2022

Exhibit C

Without Donor With Donor
Restrictions Restrictions Total
Net Assets, June 30, 2021 $ 12,041,625 $ 3,081,334 15,122,959
Increase in Net Assets 7,219,178 890,543 8,109,721
Net Assets, June 30, 2022 $ 19,260,803 $ 3,971,877 23,232,680
Increase in Net Assets 1,891,445 391,953 2,283,398
Net Assets, June 30, 2023 $ 21,152,248 $ 4,363,830 25,516,078

The accompanying notes are an integral part of these financial statements.
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ASHEVILLE AREA HABITAT FOR HUMANITY, INC.
STATEMENTS OF CASH FLOWS

Years Ended June 30, 2023 and 2022

Exhibit E

2023 2022
Cash Flows from Operating Activities:
Increase in net assets $ 2,283,398 $ 8,109,721
Adjustments to reconcile increase in net assets to
net cash provided by operating activities:
Inherent contribution of net assets from Madison County Habitat for Humanity, Inc. - (501,674)
Net realized and unrealized gains on investments (49,231) -
Depreciation 274,456 218,926
Amortization of operating lease right of use assets 155,981 -
Non-cash government grant income - Paycheck Protection Program - (562,375)
Non-cash interest expense 3,862 3,873
Net change in operating asset and liabilities:
Prepaid expenses (14,265) 10,453
Grants receivable (94,166) (12,500)
Employee Retention Credit receivable (270,044) -
Promises to give, net (89,596) 57,806
Inventory (1,816,389) (747,9006)
Construction in progress 463,671 (582,889)
Mortgages receivable (344,695) (142,871)
Other assets (5,387) 30,608
Accounts payable and accrued expenses (381,448) 397,448
Payroll liabilities 115,317 (69,389)
Homeowners' escrow payable 54,507 (29,337)
Refundable deposits - (3,160)
Operating lease liabilities (155,271) -
Net Cash Provided by Operating Activities 130,700 6,176,734
Cash Flows from Investing Activities:
Purchase of investments (3,000,000) -
Cash and restricted cash received from Madison County Habitat for Humanity, Inc. - 279,812
Acquisition of property and equipment (473,477) (395,091)
Net change in investments held in endowments (44,328) 126,510
Net Cash Provided by (Used in) Investing Activities (3,517,805) 11,231
Cash Flows from Financing Activities:
Proceeds from issuance of notes payable 675,930 1,755,000
Payments on notes payable (1,187,993) (2,343,467)
Net Cash Used in Financing Activities (512,063) (588,467)
Net Increase (Decrease) in Cash and Cash Equivalents (3,899,168) 5,599,498
Cash and Cash Equivalents, beginning of year 9,530,748 3,931,250
Cash and Cash Equivalents, end of year $ 5,631,580 $ 9,530,748
Cash as Presented on Statements of Financial Position:
Cash and cash equivalents $ 3,482,989 $ 7,988,576
Restricted cash 2,148,591 1,542,172
Cash and Cash Equivalents, and Restricted Cash $ 5,631,580 $ 9,530,748
Supplemental disclosures:
Right of use assets and operating lease liabilities established upon adoption of ASC 842 $ 347,771 $ -
Net assets contributed from Madison County Habitat for Humanity, Inc. $ - $ 501,674
Interest expense paid $ 165,671 $ 222,455

The accompanying notes are an integral part of these financial statements.
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ASHEVILE AREA HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2023 and 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Activities

Asheville Area Habitat for Humanity, Inc. (“the Organization”) is a nonprofit ministry that fosters community
by partnering with qualified families and individuals to build new houses and preserve existing homes. Its
vision is to provide a safe and decent home for every family. The Organization has been building houses and
changing lives in Buncombe County since 1983. In December, 2021 the organization expanded its outreach
into neighboring Madison County through a merger with the Madison County Habitat for Humanity affiliate.
The combined organization, with community members from the Madison County Habitat for Humanity Board
of Directors and volunteers already in the community, will be able to expand the work of building and repairing
homes in a historically underserved area. The joined organization is completing its first home by mid-year and
has begun the infrastructure development on a second home adjacent to the first. The Home Repair team also
completed its first project in Madison County and expects to complete 5 in the year ended June 30, 2024.

The Organization’s primary activity is affordable new home construction. In conjunction with this activity, the
Organization originates affordable mortgage loans and finances these for the income-qualified homebuyers
who purchase these new homes. Another important part of the Organization’s work is land acquisition and
development which provides the building lots for its new home construction program. During the year ended
June 30, 2023, the Organization spent $100,000 on the acquisition of land for future development in the Shiloh
community of Asheville and $1,092,633 combined for land development in the new Glenn Bridge community
of Arden and in the second phase of the New Height community in West Asheville. During the year ended
June 30, 2022, the Organization spent $122,277 on the acquisition of land for future development and
$1,012,022 for land development.

Another of the Organization’s activities is its home repair program in which it provides affordable home repairs
to income-qualified homeowners. The program changed pin 2022 by eliminating the requirement of a
promissory note for the cost of the project and instead implemented an up-front fee program which is based on
the homeowners’ income. The additional costs of the project are supported by program revenues and public
affordable housing sources.

Another important part of the Organization’s activities is its ReStore (thrift store) operation which provides
support for its other activities. The Organization currently operates two ReStores.

The Organization receives its support principally through contributions, grants, and net proceeds from its
ReStore operations.

In March of 2022, the Organization embarked on a pilot program under the direction of the Board of Directors
to finance a mortgage through a 3rd-Party lending program with First Bank. Through this program, First Bank
writes and holds the homeowner’s mortgage at a 2% rate while maintaining the homeowner’s maximum
allowed loan payment under the Organization’s mortgage program. The Organization received an up-front,
discounted payment from First Bank. This program provides a potential new source of operating revenue that
can be instrumental in funding the early costs of home building and land development. Due to the success of
the first loan of this nature, the Organization expanded this program in 2023 with qualified home buyers.

Basis of Accounting
The Organization prepares its financial statements in accordance with accounting principles generally accepted

in the United States of America which involves the application of accrual accounting; consequently, revenues
and gains are recognized when earned, and expenses and losses are recognized when incurred.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES /cont’d]
Estimates

The preparation of financial statements requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Cash and Cash Equivalents

Cash consists of funds held in demand deposits with banks. The Organization considers all highly liquid
investments with maturities of three months or less to be cash equivalents. Cash and investment balances
exceeded federally insured amounts by $2,720,029 and $7,634,730 as of June 30, 2023 and 2022, respectively.

Restricted Cash

Restricted cash consists of amounts held in escrow to pay property taxes and insurance for homeowners in the
amount of $314,088 and $255,314 for the years ended June 30, 2023 and 2022, respectively. Restricted cash
also includes unspent grant funds with donor restriction in the amount of $1,126,943 and $1,094,914 for the
year ended June 30, 2023 and 2022, respectively. In addition, there was restricted cash under irrevocable
standby letters of credit which secure a local municipality for completion of storm water facilities at affordable
home subdivisions that the Organization is developing in the amount of $707,560 and $191,944 for the years
ended June 30, 2023 and 2022, respectively.

Prepaid Expenses
Prepaid expenses consist primarily of prepaid insurance premiums.
Promises to Give

Unconditional promises to give are recognized as revenues in the period received and as assets, decreases of
liabilities, or expenses depending on the form of the benefits received. Conditional promises to give are
recognized only when the conditions on which they depend are substantially met and the promises become
unconditional.

Investments

Investments purchased by the Organization are initially recorded at their cost, and donated investments are
recorded at fair value on the date they are received as a donation. Endowment investments are adjusted to fair
values as of the date of the statement of financial position. Unrealized gains and losses are included in the
changes in net assets.

Fair Value Measurement

Fair value is the price that would be received to sell an asset or the price that would be paid to transfer a liability
in an orderly transaction between market participants at the measurement date. Certain valuation techniques
are used to measure fair value. There are three broad levels as follows:

Level 1 — (the highest level) inputs are based on quoted prices in active markets for identical assets or
liabilities that the Organization has the ability to access at the measurement date. For example,
securities traded in an active market, such as the New York Stock Exchange, are valued using Level
1 inputs.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES /cont’d]
Fair Value Measurement /cont’d]

Level 2 — inputs are observable inputs other than quoted prices, either directly or indirectly through
corroboration with observable market data. If the asset or liability has a specified term, the Level 2
input must be observable for substantially the full term.

Level 3 — inputs are unobservable inputs for the asset or liability, meaning the inputs reflect the
Organization’s own assumptions about the assumptions market participants would use in pricing the
asset or liability, including inputs related to risk, which have been developed based on the best
information available in the circumstances.

Property and Equipment

The Organization capitalizes all property and equipment with a cost, if purchased, or fair value, if donated, of
$5,000 or more. Donations of property and equipment are recorded as support at their estimated fair value.
Such donations are reported as unrestricted support unless the donor has restricted the donated asset to a
specific purpose. Assets donated with explicit restrictions regarding their use and contributions of cash that
must be used to acquire property and equipment are reported as restricted support. Absent donor stipulations
regarding how long those donated assets must be maintained, the Organization reports expirations of donor
restrictions when the donated or acquired assets are placed in service as instructed by the donor and reclassifies
net assets with donor restrictions to net assets without donor restrictions at that time. Property and equipment
are depreciated using the straight-line method over the assets' estimated useful lives, ranging from 5 to 40 years
for leasehold improvements and buildings, 5 to 10 years for equipment and furniture, and 2 to 5 years for
vehicles.

Net Assets

Net assets are classified based on the existence or absence of donor-imposed restrictions. The following is a
description of each class:

Without donor restrictions — Net assets without donor restrictions include all net assets which are not
restricted and are available for use in the performance of the activities of the Organization. If the
Board of Directors specifies a purpose where none has been stated by the original donor, such funds
are classified as designated, without donor restrictions.

With donor restrictions — Net assets with donor restrictions consist of contributions subject to donor-
imposed stipulations that they be maintained by the Organization. Generally, the donors of these assets
would permit the Organization to use all, or part of the income earned on the related investments for
general or specific purposes.

Contributions and Grants

Contributions and grants are recognized as received in accordance with ASC 958-605. Contributions that are
restricted by the donor are reported as increases in net assets without donor restrictions if the restrictions expire
in the fiscal year in which the contributions are recognized. All other donor-restricted contributions are reported
as increases in net assets with donor restrictions depending on the nature of the restrictions. When a restriction
expires, restricted net assets are reclassified to net assets without donor restrictions.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES /cont’d]
Revenue Recognition

Home Sales — A portion of the Organization’s revenue is derived from home sales during the year. Due to the
nature of contracts, there is no variable consideration and only one performance obligation. Such revenue is
conditional upon meeting certain performance obligations, and amounts received are recognized as revenue
once the requirements have been met. Once construction is complete on a home and closing procedures have
been completed, buyers take possession of the home, and the performance obligation is considered to have
been met. Each house sold has a defined purchase price based on a third-party appraisal. Contracts are
considered to have commercial substance as they all involve a signed promissory note, which is paid in
accordance with the note terms.

ReStore Revenues — A portion of the Organization’s revenue is derived from ReStore sales during the year.
Such revenue is conditional upon meeting one performance obligation, the sale transaction is completed at a
ReStore location, and amounts received are recognized as revenue once the sale has been made. Once the sale
is made, customers take possession of the goods purchased. These transactions are considered to be contracts
with customers as they have commercial substance through the transaction of cash payment in return for the
goods purchased. Due to the nature of these transactions, there is no variable consideration and only one
performance obligation.

Home repair sales — A portion of the Organization’s revenue is derived from home repair sales during the year.
Such revenue is conditional upon meeting one performance obligation, the sale transaction is completed at a
client’s home, and amounts received are recognized as revenue as the repair is completed. For many of the
home repair projects completed, the cost associated with the repair is fully covered using grants or other
contributions with no cost to the homeowner. The remainder of home repair sales are significantly discounted
to achieve affordability for qualifying clients. Through March 21, 2022 these transactions were considered to
be contracts with customers as they had commercial substance because they all involve a signed promissory
note, which is paid in accordance with the note terms. Beginning March 22, 2022, the program was modified
to remove the requirement of a promissory note for the cost of the project. Instead, a fee based on the
homeowners income is collected prior to starting the project. Since the fee is unrelated to the cost of the project
these fees are considered outside the scope of ASC 606 and instead are recognized as contributions in
accordance with ASC 958-605.

Contributed Nonfinancial Assets and Services

Contributed services are recognized if the services received (a) create or enhance long-lived assets or (b)
require specialized skills, are provided by individuals possessing those skills, and would typically need to be
purchased if not provided by donation. Contributions of tangible assets are recognized at fair market value
when received.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES /cont’d]
Contributed Nonfinancial Assets and Services [cont’d]

Details of the Organization’s Contributed nonfinancial assets and services consisted of the following as of June
30:

2023 2022 Usage
Restore inventory $ 4,267,852 $ 3,551,152 ReStore
Land inventory 255,000 - New home construction
New home construction &
Other services and materials 263,328 179,421 supporting services
Total $ 4,786,180 $ 3,730,573

Contributions of ReStore inventory, land inventory, and other services and materials were valued using
estimated average prices of identical or similar products or services using pricing data of similar products or
services under a ‘like-kind’ methodology, considering the utility of the services and goods at the time of the
contribution. No in-kind contributions were restricted. The Organization sells donated items received in the
ReStore. The Organization does not sell donated material and only uses materials and services for its own
program or supporting service activities.

Additionally, the Organization receives a significant amount of contributed time which does not meet the two
recognition criteria described above. Accordingly, the value of this contributed time, an estimated 58,414 hours
at a value of $1,857,554 for the year ended June 30, 2023 and 45,297 hours at a value of $1,356,645, for the
year ended June 30, 2022, is not reflected in the accompanying financial statements.

Sales Tax

The State of North Carolina imposes a sales tax of 7% on all of the Organization’s ReStore sales to nonexempt
customers. The Organization collects that sales tax from customers and remits the entire amount to the State.
The Organization’s accounting policy is to include the tax collected and remitted to the State in revenue and
cost of sales. The Organization’s revenue and cost of sales of the ReStore included $267,698 and $238,079 in
sales tax collected and remitted for the years ended June 30, 2023 and 2022, respectively.

Advertising

The Organization uses advertising to promote its programs among the audiences it serves. The production costs
of advertising are expensed as incurred. Advertising costs totaled $80,765 and $73,243 for the years ended
June 30, 2023 and 2022, respectively. The amount paid by the Organization is included in advertising and
promotion and ReStore income, net of related expenses.

Functional Allocation of Expenses

The cost of program and supporting services have been summarized on a functional basis in the statements of
activities. The statements of functional expenses present the natural classification detail of expenses by
function. Accordingly, certain costs have been allocated among the programs and supporting services
benefited.
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Income Taxes

The Organization is tax-exempt under Internal Revenue Code Section 501(c)(3) and, as such, is not subject to
income taxes on net income from exempt purposes. It is the Organization’s policy to evaluate all tax positions
to identify any that may be considered uncertain. All identified material tax positions are assessed and measured
by a “more-likely-than-not” threshold to determine if the tax position is uncertain, and what, if any, effect the
uncertain tax position may have on the financial statements. No material uncertain tax positions were identified
for tax years 2022 and 2021. Currently, the statute of limitations remains open subsequent to and including tax
year 2019; however, no examinations are in process or anticipated.

Concentration of Credit Risk

Financial instruments that potentially subject the Organization to credit risk consist of notes receivable that are
secured by the residential property constructed with the proceeds. These undiscounted non-interest bearing
notes receivable totaled $20,660,920 and $19,942,211 as of June 30, 2023 and 2022, respectively.

New Accounting Standards
Adopted

As of July 1, 2022, the Organization changed its accounting method for leases as a result of implementing the
requirements in the Financial Accounting Standard Board's Accounting Standards Update (ASU) No. 2016-
02, Leases (Topic 842) using the modified retrospective transition method. There was no cumulative effect
adjustment to the Organization’s statement of financial position as of July 1, 2022.

The new lease guidance requires the recognition of a right-of-use asset and a lease liability for operating leases.
The Organization elected the package of practical expedients, which allowed, among other things, for not
reassessing the lease classification or initial direct costs for existing leases. The Organization has not elected
the hindsight practical expedient. The Organization has not elected the hindsight practical expedient. The
Organization has elected not to record operating leases with a terms of 12 months or less on the statement of
financial position.

As of July 1, 2022, $347,771 in operating lease right-of-use assets and corresponding lease liabilities were
recognized. Adoption of the new guidance did not have a significant impact to the statement of activities and
net assets or the statement of cash flows for the year ended June 30, 2023.

Not Adopted as of June 30, 2023

In June 2016 the Financial Accounting Standards Board issued Accounting Standards Update No. 2016-13,
Financial Instruments — Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments.
This update introduces the current expected credit loss (CECL) model, which will require an entity to measure
credit losses for certain financial instruments and financial assets, including trade receivables and loans
receivable. Under this update, on initial recognition and at each reporting period, an entity will be required to
recognize an allowance that reflects the entity’s current estimate of credit losses expected to be incurred over
the life of the financial instrument. Estimated credit losses under CECL will consider relevant information
about past events, current conditions and reasonable and supportable forecasts, resulting in recognition of
lifetime expected credit losses upon loan origination. This update will be effective for the Organization for
fiscal years beginning after July 1, 2023. The Organization is currently assessing the impact of this update on
the Organization’s financial statements and related disclosures.
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Buncombe County Award

During the year ended June 30, 2020, Buncombe County awarded $680,800 to the Organization who will use
those funds to develop land, construct 38 homes, and provide direct buyer assistance to empower 38 low-
income Buncombe County residents to become homeowners. These 38 homes are the initial construction in a
neighborhood of 98 homes on 20.02 acres in western Buncombe County that the Organization will develop
over multiple years. The 38 units under this contract will be completed by Spring 2023. As houses are
completed, these funds will be shown in each sale as a subsidiary of $16,700 for 24 homebuyer households in
need of down payment assistance, and $20,000 for 14 homebuyer households in need of down payment
assistance. The down payment assistance funds ($16,700 or $20,000), which are secured by a lien on subject
property, will provide direct affordability assistance to the homebuyer. During the year ended June 30, 2023,
the Organization sold 16 houses and has $723,719 invested in the remaining 10 homes. During the year ended
June 30, 2022, the Organization sold 11 houses and had $980,360 invested in the remaining 21 homes.
Although the project is secured by a lien on the property to be released as homes are completed, it has been
reflected as a grant recognized for the amount expected to be forgiven prior to legal release since the funds
have been spent and there is no right of return. The forgivable principal remaining is $100,00 and $396,900 for
the years ended June 30, 2023 and 2022, respectively.

Subsequent Events

The Organization has evaluated events that have occurred after June 30, 2023 and prior to October 10, 2023
(the date of issuance) for potential recognition or disclosure in the financial statements.

ACQUISITION OF HABITAT AFFILIATE

In accordance with an agreement and plan of merger, that was effective October 25, 2021, the Organization
filed Articles of Merger of Madison County Habitat for Humanity, Inc. into the Organization, No consideration
was transferred by Asheville Area Habitat for Humanity, Inc. related to the transaction. Effective December 1,
2021, all assets and liabilities of Madison County Habitat for Humanity, Inc. were assumed by Asheville Area
Habitat for Humanity, Inc. Strategically aligning allows the entity to further invest in land opportunities,
leverage increased purchasing power, and reduce administrative costs.

In accordance with GAAP, the Organization accounted for the transaction as an acquisition by a not-for-profit
entity, with Madison County Habitat for Humanity, Inc.’s identifiable assets and liabilities measured at
estimated fair value as of the transaction date.
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ACQUISITION OF HABITAT AFFILIATE /cont’d]

The following table summarizes the amounts of the assets acquired and liabilities assumed recognized at the
acquisition date:

Assets acquired:

Cash $ 279,812
Mortgages receivable 178,024
Real estate inventory 82,231
Total assets acquired 540,067
Liabilities assumed:
Funds held for others 20,139
Long-term debt 18,254
Total liabilities assumed 38,393
Inherent contribution received $ 501,674

On the statements of activities, the inherent contribution received was recorded as an increase in net assets
without donor restrictions of $501,674 for the year ended June 30, 2022.

The fair value of mortgages receivable acquired was $178,024. The gross amount due under the mortgages
receivable at the acquisition date amounted to $237,110, all of which is considered collectible.

LIQUIDITY AND AVAILABILITY

Financial assets available for operations, that is, without donor or other restrictions limiting their use, within
one year of the statement of financial position date, include the following:

2023 2022
Cash and cash equivalents $ 3,482,989 $ 7,988,576
Grants receivable 129,166 35,000
Promises to give receivable within one year, net 122,372 32,776
Mortgages receivable within one year 1,014,916 965,615
Investments 3,794,624 701,065
Other assets 432,505 128,607

8,976,572 9,851,639
Less: donor-restricted endowment to be retained in perpetuity (683,452) (670,915)
Less: other assets not available to be used within one year (78,379) (73,861)

Financial assets available to meet general expenditures within one
year $§ 8,214,741 $ 9,106,863
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LIQUIDITY AND AVAILABILITY /cont’d]

Cash balances are invested in money market funds. The Organization maintains two lines of credit (Note 14)
with banks to be used primarily to fund any cash flow timing differences between payments for infrastructure
project progress payments as they come due and the related draws upon grants or loans for these projects. One
line is for $250,000 which has been in place since June 2020, has never been utilized, and is unsecured. One
line is for $650,000 and is secured by real property. This line was put in place in June 2021 and has never been
utilized.

FAIR VALUE OF FINANCIAL INSTRUMENTS

The Organization’s fair value measurements for investments that are measured at fair value on a recurring basis
and the level within the fair value hierarchy include the endowment funds held with the Community Foundation
of Western North Carolina which are considered to be valued using Level 3 inputs and two investment funds
which are considered to be valued using Level 1 inputs.

The following table summarizes assets which have been accounted for at fair value on a recurring basis as of
June 30, along with the basis for the determination of fair value:

2023
Total Level 1 Level 2 Level 3
Exchange traded funds:
Fixed income equities $ 2,827.226 $ 2,827,226 $ - $ -
Cash and cash equivalents 222,006 222,006 - -
Endowment fund 745,392 - - 745,392
$ 3,794,624 $ 3,049,232 $ - $ 745392
2022
Total Level 1 Level 2 Level 3
Exchange traded funds:
Fixed income equities $ - $ - $ - $ -
Cash and cash equivalents - - - -
Endowment fund 701,065 - - 701,065
$§ 701,065 $ - $ - $§ 701,065

The reconciliation of significant unobservable inputs (Level 3) for endowment funds are as follows for the
years ended June 30:

2023 2022
Balance, beginning of year $ 701,065 $ 827,575
Contributions 265 65
Interest and dividends, net 5,690 3,788
Unrealized gains/(loss) 43,729 (97,763)
Less: administrative fees (5,357) (5,800)
Less: distributions - (26,800)

$ 745,392 $ 701,065
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Valuation techniques: Fair values for endowment funds are based on other observable inputs for the investment
in the Community Foundation. Fair values for investment funds are based on market value.

Change in valuation techniques: None.
PROMISES TO GIVE, NET

Unconditional promises to give are as follows as of June 30:

2023 2022
Receivable in less than one year $ 129,025 $ 36,418
Receivable in one to five years - -
Total unconditional promises to give 129,025 36,418
Less allowance for uncollectible promises receivable (6,653) (3,642)
Unconditional promises to give, net $ 122,372 $ 32,776

Promises to give receivable in more than one year are discounted at 5% when material.

The allowance for uncollectible amounts is based on an estimated amount that the Organization feels is
reasonable.

MORTGAGES RECEIVABLE

All mortgage notes are receivable in monthly installments. In keeping with the stated purpose of the
Organization, persons who purchase homes built by the Organization are not charged interest on their mortgage
obligations. The implied market rate interest is considered to be a grant to the homeowner. Notes are amortized
over various lives of between 20 and 30 years, and the notes are secured by the residential property sold to the
homeowners.

Mortgages receivable are considered past due if a payment has not been received by the 15" of the month. A
penalty or late fee of 4% of the monthly principal is assessed. The note holder is notified of the penalty by a
past-due letter.

The total amount of net mortgages receivable was $20,660,920 including discounted principal payments of
$10,644,449 as of June 30,2023 and $19,942,211 as of June 30, 2022, including discounted principal payments
of $10,270,436. Net present value of mortgages receivable was $10,016,471 based on imputed interest rates
ranging from 7.23% to 8.53% as of June 30, 2023 and $9,671,775 based on imputed interest rates ranging from
7.23% t0 9.00% as of June 30, 2022.

The current portion of mortgages receivable was $1,014,916 and $965,615 as of June 30, 2023 and 2022,
respectively.
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INVESTMENTS

Fair value of the Crosby Endowment Fund above is considered to be valued using Level 3 inputs. Fair value
of the investments with Park National Bank and First National Bank are valued using Level 1 inputs.
Investments consisted of the following for the year ended June 30:

2023 2022
Cost Fair Value Cost Fair Value
Endowment fund $ 584,128 $ 745,392 $ 576,717 $ 701,065
Fixed income equities 2,786,566 2,827,226 - -
Cash equivalents 222,006 222,006 - -

$ 3,592,700 $ 3,794,624 $ 576,717 § 701,065

The Crosby Endowment Fund is managed by the Community Foundation of Western North Carolina
(CFWNC). The investment and spending policies of CFWNC are the governing policies for the Crosby
Endowment Fund. In setting its policies, CFWNC complies with the Uniform Prudent Management of
Institutional Funds Act (UPMIFA), adopted by the State of North Carolina in April 2009, and FASB ASC 958-
205. The Organization relies on CFWNC for compliance with State law and does not purport to report its
endowment position or activity in compliance with FASB 958-205.

Investment income with and without donor restrictions was comprised of the following for years ended June
30:

2023 2022
Interest and dividend income $ 78,641 $ 10,382
Realized gains 28,929 32,523
Unrealized gains/(loss) 40,552 (130,286)
Less: investment fees (12,519) (5,800)
$ 135,603 $ (93,181)

INVENTORY

The Organization operates two used furniture and appliance stores. Most of the ReStore inventory is donated
and is recorded as unrestricted contributions at fair value on the date of receipt. Inventory of such goods totaled
$270,700 and $246,616 as of June 30, 2023 and 2022, respectively. Inventory also included developed and
undeveloped lots held for future homes. The cost of acquiring and developing the lots was $5,489,662 and
$3,697,357 which does not exceed net realizable value, as of June 30, 2023 and 2022, respectively.

CONSTRUCTION IN PROGRESS

As homes are constructed, the corresponding amounts for direct materials and other costs are recorded as
construction in progress. Construction in progress consisted of ten homes under construction and four homes
bought for resale at a cost of $723,719 as of June 30, 2023 and twenty-one homes under construction at a cost
of $1,187,390 as of June 30, 2022.
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10. PROPERTY AND EQUIPMENT

Property and equipment consisted of the following as of June 30:

2023 2022
Land $ 4,059,733 $ 4,059,733
Buildings 6,886,535 6,669,155
Store equipment 170,718 168,614
Office equipment 583,313 494,980
Deconstruction equipment 1,480 1,480
Jobsite equipment 156,753 144,056
Vehicles 499,899 345,698
12,358,431 11,883,716
Less: accumulated depreciation (3,748,307) (3,472,613)
Net property and equipment $ 8,610,124 $§ 8411,103
Depreciation expense consisted of the following for the year ended June 30:
2023 2022
ReStore operations $ 172,881 $ 145,315
Other depreciation 101,575 73,611
Total depreciation expense $ 274,456 $ 218,926
11. OTHER ASSETS
Other assets consisted of the following as of June 30:
2023 2022
Refundable deposits and escrows $ 56,487 $ 58,846
Cash surrender value of life insurance 65,829 61,311
Other receivables 11,678 8,450
Total other assets $ 133,994 $ 128,607

12. HOMEOWNERS’ ESCROW PAYABLE

The homeowners’ escrow account consists of monies collected from homeowners in conjunction with the
payment of mortgages receivable, which is retained by the Organization for the payment of homeowners’
insurance and property taxes when due. The balance payable was $304,872 and $250,365 as of June 30, 2023
and 2022, respectively.
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NOTES PAYABLE

Notes payable are summarized as follows as of June 30:

Note payable to First Bank, at an interest rate of 3.24%, due on June
28, 2031, with 119 monthly principal payments of $26,742 and a
final payment of $2,758,783 due on June 28, 2031. This note is
secured by property and improvements thereon, with a carrying
value of $6,192,910 as of June 30, 2023.

Thirty-three notes payable to the North Carolina Housing Finance
Agency, which run concurrently with homeowners’ first mortgages,
each in the original note amount of $20,000, at interest rates of 0%,
payable in monthly installments of $56, beginning on various dates
from 7/1/2006 through 3/1/2009, secured by homeowners’ property.

Thirty-seven notes payable to the North Carolina Housing Finance
Agency, which run concurrently with homeowners’ first mortgages,
each in the original note amount of $25,000, at interest rates of 0%,
payable in monthly installments of $69, beginning on various dates
from 4/1/2009 through 09/06/2013, secured by homeowners’

property.

Nineteen notes payable to the North Carolina Housing Finance
Agency, which run concurrently with homeowners’ first mortgages,
each in the original note amount of $30,000, at interest rates of 0%,
payable in monthly installments of $83, beginning on various dates
from 2/12/2015 through 8/25/2016, secured by homeowners’

property.

Nine notes payable to the North Carolina Housing Finance Agency,
which run concurrently with homeowners’ first mortgages, each in
the original note amount of $40,000, at interest rates of 0%, payable
in monthly installments of $111, beginning on various dates from
10/10/2013 through 11/13/2016, secured by homeowners’ property.

Seventy-seven notes payable to the North Carolina Housing Finance
Agency, which run concurrently with homeowners’ first mortgages,
each in the original note amount of $35,000, at interest rates of 0%,
payable in monthly installments of $97 beginning on various dates
from 10/27/2016 through 6/23/2023, secured by homeowners’

property.

Seven notes payable to the North Carolina Housing Finance
Agency, which run concurrently with homeowners’ first mortgages,
each in the original note amount of $66,500, at interest rates of 0%,
payable in monthly installments of $185, beginning on various dates
from 5/11/2017 through 1/11/2018, secured by homeowners’

property.
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2023 2022
$ 4356803 $ 4,531,010
314,473 347,474
554,676 669,052
425,839 492,339
250,668 262,668
2,354,630 1,956,018
376,096 391,612
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NOTES PAYABLE /cont'd]

Three notes payable to the North Carolina Housing Finance Agency,
which run concurrently with homeowners’ first mortgages, each in
the original note amount of $63,000, at an interest rate of 0%,
payable in monthly installments of $175, beginning on various dates
from 6/29/2017 through 3/06/2018, secured by homeowners’

property.

One note payable to the North Carolina Housing Finance Agency,
which runs concurrently with homeowner’s first mortgage, in the
original note amount of $11,388, at an interest rate of 0%, payable
in monthly installments of $67, beginning 12/1/2021, secured by
homeowners’ property.

Note payable to Buncombe County, at an interest rate of 2.0%, for
the construction of 24 affordable homes. $3,300 of this liability will
be passed through to each homeowner in the form of a second
mortgage to be repaid only in the event that the home is resold to a
family which does not meet Buncombe County’s income guidelines
for affordable housing. The balance per house of $6,700 plus
accrued interest on the full $10,000 per house will be due and
payable upon the sale of the house. The second mortgages will be
used to reduce the Organization’s mortgages receivable resulting
from the sale of the completed house.

Note payable to Park National Bank, at an interest rate of 4.65%,
due in full on May 17, 2024, with accrued interest due monthly. This
note is secured by the Organization’s New Heights Phase I property
and improvements thereon with a carrying value of $2,221,866 as of
June 30, 2023. This note require principal pay downs as finished lots
and homes are sold.

Note payable to City of Asheville at an interest rate of 0% for use in
the development of eight units of affordable for-sale housing in
Asheville, North Carolina. A portion of the loan shall be used as
down payment assistance to purchasers of the eight houses. The
balance was paid in full in July 2023.

Less: debt issuance costs — net of amortization

Total notes payable
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2023 2022
$ 152,600 $ 158,900
5,522 6,322
- 46,400
83,841 641,346
115,930 :
8,991,078 9,503,141
(19,765) (23,627)
$ 8,971,313 $ 9,479,514

Prime interest rate was 8.25% and 4.75% as of June 30, 2023 and 2022, respectively.
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ASHEVILE AREA HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2023 and 2022

NOTES PAYABLE /cont’d]
Maturities of notes payable are as follows:

Year ending June 30:

2024 $ 574,161
2025 383,386
2026 389,583
2027 395,984
2028 402,595
Thereafter 6,845,369
Total $ 8,991,078

The notes payable to First Bank, and Park National Bank contain various covenants. For the years ended June
30, 2023 and 2022, no violations of debt covenants were noted.

LINES OF CREDIT

The Organization established a secured line of credit in the amount of $650,000 with First Bank in June 2021.
This line carries a variable interest rate of the Wall Street prime rate. This line matures on June 28, 2024. As
of June 30, 2023, there was no outstanding balance on the line.

The Organization established an unsecured line of credit in the amount of $250,000 with First National Bank
in June 2020. This line carries a variable interest rate of the Wall Street prime rate and is due on demand. As

of June 30, 2023, there was no outstanding balance on the line.

RESTRICTED NET ASSETS

Net assets with donor restrictions are available for the following purposes as of June 30:

2023 2022
Building of homes $ 493,119 $ 106,048
Endowment fund - property 2,100,000 2,100,000
Endowment fund - investments 683,452 670,915
American Rescue Plan Act 1,087,259 1,094,914
Total net assets with donor restrictions $ 4,363,830 $ 3,971,877

The endowment fund was established in 2006, when the Organization received a contribution of rental property
(land) valued at $2.1 million, to establish an endowment fund. Under the terms of the contribution, the original
property, or the proceeds from sale of such property, as well as the income from the property are restricted
with a portion of the income being made available each year for the support of the Organization. As a condition
of the gift, an endowment fund was established.

The $5,000 used to establish the endowment fund is also restricted.
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ASHEVILE AREA HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2023 and 2022

RESTRICTED NET ASSETS /cont’d]

The endowment fund had income/(loss), net of expenses, in the amount of $44,327 and $(99,710) for the years
ended June 30, 2023 and 2022, respectively. A portion of the endowment income is made available each year
for the support of the Organization, according to the agreement between The Community Foundation of
Western North Carolina, Inc. and the Organization. The amount made available annually is determined under
the spending policies of the Community Foundation of Western North Carolina, Inc.

American Rescue Plan Act (ARPA) funds of $1,600,000 were awarded through Buncombe County in

November, 2021 to complete the infrastructure for two developments within the count. In 2023, $1,000,000
was added to the award.

NET ASSETS RELEASED FROM RESTRICTION

Net assets were released from donor restrictions by incurring expenses satisfying restricted purposes as follows
for the years ended June 30:

2023 2022
Building of Homes $ 1,083,554 $ 685,646
Total net assets released from restriction $ 1,083,554 $ 685,646

OPERATING LEASES

The Organization leases retail space, two copiers, several printers and a postage meter under separate leases
for varying amounts and varying time frames. The Organization has elected to use the risk-free rate for all
operating leases. Operating leases with a term of 12 months or less are not recorded on the statement of financial
position.

Supplemental balance sheet information related to operating leases was as follows:

Lease Expense
Operating lease expense $ 163,548

Other Information
Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases $ 162,724

Right of use operating lease assets established upon adoption of ASU 842 $ 347,771
Weighted-average remaining lease term in years for operating leases 1.22 years
Weighted-average discount rate for operating leases 2.83%

Maturity Analysis

2023 $ 164,885
2024 30,681
Total undiscounted cash flows 195,566
Less: present value discount (3,066)
Total operating lease liabilities $ 192,500

Operating lease expense was $231,830 and $242,141 for the years ended June 30, 2023 and 2022 , respectively.
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ASHEVILE AREA HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2023 and 2022

EMPLOYEE RETENTION CREDIT

The Organization is eligible for the Employee Retention Credit (“ERC”) under the CARES Act. Revenue in
the Statement of Activities of $658,837, of which $270,044 was receivable for the ERC as of June 30, 2023,
represents refunds due on the 2020 and 2021 Form 941-X Adjusted Employer’s Quarterly Federal Tax Return
or Claim for Refund for the quarters ended June 30, 2020, September 30, 2020, and March 31, 2021, June 30,
2021. The Organization is accounting for the credits as a conditional contribution under ASC 958-605. The
Organization also applied for the credit for the quarter ended December 31, 2020, as of the date the financial
were available to be issued notification of payment had not been received. The Organization will record the
contribution once payment is assured.

FUNCTIONAL EXPENSES

The financial statements report certain categories of expenses that are attributed to more than one program or
supporting function. Therefore, expenses require allocation on a reasonable basis that is consistently applied.
The departmental expenses that are allocated include those from the Communications, Human Resources,
Finance and Office Administration departments. The expenses are allocated based on the number of employees
and on the square footage of space used.

RETIREMENT PLAN

The Organization has a defined contribution retirement plan covering substantially all employees. Employees
are eligible to participate in the plan after six months of service and reaching age 21. Employees become 100%
vested after five years of service. Contributions provided to the plan for the year ended June 30, 2023 were
$324,195 which consisted of $126,136 from the Organization and $198,059 from employees. Contributions
provided to the plan for the year ended June 30, 2022 were $261,671, which consisted of $87,579 from the
Organization and $174,092 from employees. The amount paid by the Organization is included in employee
benefits.

COMMITMENTS AND CONTINGENCIES
Contingent Receivable

When the Organization sells a home, the difference between the cost of the home and its appraised value is
recorded as a second mortgage by the Organization. The second mortgage is amortized and forgiven over the
life of the original first mortgage, or with more current mortgages, forgiven if the homeowner stays until the
first mortgage is satisfied. If the home is sold by its owner before the first mortgage is satisfied, the seller is
required to pay to the Organization any remaining balance on the second mortgage. The value of these
contingent receivables totaled $3,859,830 and $4,888,465 as of June 30, 2023 and 2022, respectively. There
are some mortgages where the second mortgage is forgiven only after 30 years. The value of these mortgages
is $1,544,045 and $926,919 as of June 30, 2023 and 2022, respectively. There are some mortgages where the
second mortgage is never forgiven and is due only upon the sale of the home. The value of these mortgages is
$440,453 and $194,405 as of June 30, 2023 and 2022, respectively. As with the other contingent receivables,
no provision for this contingency has been made in these financial statements, because the potential receipts
from these second mortgages cannot be reasonably estimated.

Risk Management
The Organization is exposed to various risks of loss related to torts; theft of, damage to and destruction of

assets; errors and omissions; injuries to employees; and natural disasters. The Organization carries commercial
insurance coverage for all risks of loss. Claims have not exceeded coverage in any of the previous three years.
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ASHEVILE AREA HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS

June 30, 2023 and 2022

COMMITMENTS AND CONTINGENCIES /cont’d]
Contingent Liabilities

The Organization owns a piece of property for which there is a possible contingent liability due to the condition
of the property. No provision for this contingency has been made in these financial statements, because there
is no fixed and determinable amount that can be reasonably estimated.

RELATED PARTY TRANSACTIONS

One Board Member made a significant donation to the Organization in both of the years ended June 30, 2023
and 2022. Overall board contributions made up 4% and 1% of total contributions for the years ended June 30,
2023 and 2022, respectively.

A Board Member is an attorney with a local law firm which paid $57,699 and $26,698 in legal fees during the
years ended June 30, 2023 and 2022, respectively.

The Organization made initial investments of $3 million in investment accounts at two financial institutions of
which members of the Organizations Finance Committee were officers in local branches of the same
institutions. The balance of these accounts as of June 30, 2023 and 2022 were $ 3,049,231 and $-0-,
respectively.

Six paid employees qualified for the Organization’s home ownership program, were approved by the selection
committee, and satisfied all requirements of the program. These employees had outstanding mortgage balances
with the Organization in the amount of $620,873 and $599,584 as of the years ended June 30, 2023 and 2022,
respectively. The total principal payments received in the years ended June 30, 2023 and 2022 for these six
mortgages were $23,711 and $19,676, respectively.

The following are details of related party mortgages receivable by the Organization:

The first employee’s mortgage was entered into in June 2013 for a 30-year term in the amount of $111,051
with monthly principal payments of $308.

The second employee’s mortgage was entered into in March 2016 for a 30-year term in the amount of $141,236
with monthly principal payments of $392.

The third employee’s mortgage was entered into in October 2017 for a 30-year term in the amount of $142,833
with monthly principal payments of $397.

The fourth employee’s mortgage was entered into in August 2018 for a 30-year term in the amount of $156,942
with monthly principal payments of $436.

The fifth employee’s mortgage was entered into in March 2022 for a 30-year term in the amount of $152,878
with monthly principal payments of $425.

The sixth employee’s mortgage was entered into in April 2023 for a 30-year term in the amount of $45,000
with monthly principal payments of $125.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Asheville Area Habitat for Humanity, Inc.
Asheville, North Carolina

We have audited, in accordance with the auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General
of the United States, the financial statements of Asheville Area Habitat for Humanity, Inc. (a nonprofit organization),
which comprise the statement of financial position as of June 30, 2023 and the related statements of activities, changes in
net assets, functional expenses, and cash flows for the year then ended, and the related notes to the financial statements,
and have issued our report thereon dated October 10, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered Asheville Area Habitat for Humanity,
Inc.'s internal control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of Asheville Area Habitat for Humanity, Inc.'s internal control.
Accordingly, we do not express an opinion on the effectiveness of Asheville Area Habitat for Humanity, Inc.'s internal
control.

A deficiency in internal control exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent, or detect and correct, misstatements on a timely
basis. A material weakness is a deficiency, or a combination of deficiencies, in internal control such that there is a
reasonable possibility that a material misstatement of the entity's financial statements will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was
not designed to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies
and therefore, material weaknesses or significant deficiencies may exist that were not identified. Given these limitations,
during our audit we did not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether Asheville Area Habitat for Humanity, Inc.'s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on the financial
statements. However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.
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Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the results
of that testing, and not to provide an opinion on the effectiveness of the organization’s internal control or on compliance.

This report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
the organization’s internal control and compliance. Accordingly, this communication is not suitable for any other purpose.

DMIPS PLLC

Certified Public Accountants
Asheville, North Carolina

October 10, 2023



INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Directors
Asheville Area Habitat for Humanity, Inc.
Asheville, North Carolina

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Asheville Area Habitat for Humanity, Inc.'s compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each of Asheville Area
Habitat for Humanity, Inc.'s major federal programs for the year ended June 30, 2023. Asheville Area Habitat for
Humanity, Inc.'s major federal programs are identified in the summary of auditors' results section of the accompanying
schedule of findings and questioned costs.

In our opinion, Asheville Area Habitat for Humanity, Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs for the
year ended June 30, 2023.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform
Guidance). Our responsibilities under those standards and the Uniform Guidance are further described in the Auditors’
Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Asheville Area Habitat for Humanity, Inc. and to meet our other ethical
responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major federal
program. Our audit does not provide a legal determination of Asheville Area Habitat for Humanity, Inc.'s compliance
with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design, implementation,
and maintenance of effective internal control over compliance with the requirements of laws, statutes, regulations, rules,
and provisions of contracts or grant agreements applicable to Asheville Area Habitat for Humanity, Inc.'s federal
programs.

Auditors’ Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance
requirements referred to above occurred, whether due to fraud or error, and express an opinion on Asheville Area Habitat
for Humanity, Inc.'s compliance based on our audit. 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 generally accepted auditing
standards, Government Auditing Standards, and the Uniform Guidance will always detect material noncompliance when

it exists.
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The risk of not detecting material noncompliance resulting from fraud is higher than for that resulting from error, as fraud
may involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material if there is a substantial
likelihood that, individually or in the aggregate, it would influence the judgment made by a reasonable user of the report
on compliance about Asheville Area Habitat for Humanity, Inc.'s compliance with the requirements of each major federal
program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards, and
the Uniform Guidance, we:

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

e Identify and assess the risks of material noncompliance, 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 Asheville Area Habitat for Humanity, Inc.'s compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.

e  Obtain an understanding of Asheville Area Habitat for Humanity, Inc.'s internal control over compliance relevant
to the audit in order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing
an opinion on the effectiveness of Asheville Area Habitat for Humanity, Inc.'s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and any significant deficiencies and material weaknesses in internal control over compliance that
we identified during the audit.

Report on Internal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over compliance does
not allow management or employees, in the normal course of performing their assigned functions, to prevent, or detect
and correct, noncompliance with a type of compliance requirement of a federal program on a timely basis. A material
weakness in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of compliance requirement
of a federal program will not be prevented, or detected and corrected, on a timely basis. A significant deficiency in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s
Responsibilities for the Audit of Compliance section above and was not designed to identify all deficiencies in internal
control over compliance that might be material weaknesses or significant deficiencies in internal control over compliance.
Given these limitations, during our audit we did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal

control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly,
this report is not suitable for any other purpose.

DMIPS PLLC

Certified Public Accountants
Asheville, North Carolina

October 10, 2023



ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30, 2023

Section I Summary of Auditors' Results

Financial Statements

Type of auditors' report issued: Unmodified
Internal control over financial reporting

Material weakness(es) identified? Yes _X No

Significant deficiencies identified that are not
considered to be material weaknesses? Yes X No

Noncompliance material to financial statements noted? Yes _X No

Federal Awards
Internal control over major federal programs
Material weakness(es) identified? Yes X No

Significant deficiencies identified that are not
considered to be material weaknesses? Yes X No

Types of auditors' report issued on compliance for
major federal programs: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR section 200.516(a)? Yes _X No

Programs tested as major were:
Coronavirus State and Local Fiscal
Recovery Funds Assistance Listing # 21.027
The threshold for distinguishing Type A and Type B programs was $750,000.

Auditee qualified as a low-risk auditee? Yes X No
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ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS /cont’d]
June 30, 2023

Section II Financial Statement Findings

None noted.

Section III Federal Award Findings

None noted.
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ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

CORRECTIVE ACTION PLAN
June 30, 2023

Section II Financial Statement Findings

None noted.

Section III Federal Award Findings

None noted.
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ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS

June 30, 2023

None noted.



ASHEVILLE AREA HABITAT FOR HUMANITY, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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Year Ended June 30, 2023
Federal Federal and
Assistance Federal/State Pass-through State (Direct &
Grantor/Pass-through Listing Award Entity Identifying Pass-through)
Grantor/Program Title Number Number Number Expenditures
Federal Awards:
United States Department of Treasury
Passed - through Buncombe County:
COVID-19 Coronavirus State and Local Fiscal Recovery Funds 21.027 SLT-1326 $ 988,936
Passed -through the City of Asheville:
COVID-19 Coronavirus State and Local Fiscal Recovery Funds 21.027 SLFRP0430 400,000
Total United States Department of Treasury 1,388,936
United States Department of Housing and Urban Development
Passed - through the City of Asheville:
Community Development Block Grant 14.218 B-20-MC-37-0001 23,360
Community Development Block Grant 14.218 B-21-MC-37-0001 128,000
Total United States Department of Housing and Urban Development 151,360
Total Expenditures of Federal Awards $ 1,540,296

Notes to the Schedule of Expenditures of Federal Awards

Note 1: Basis of Presentation

The accompanying schedule of expenditures of federal awards (SEFA) includes the federal grant activity of Asheville Area Habitat for Humanity, Inc.
under the programs of the federal government for the year ended June 30, 2023. The information in this SEFA is presented in accordance with the
requirements of Title 2 US Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards . Because the Schedule presents only a selected portion of the operations of Asheville Area Habitat for Humanity, Inc., it is not intended
to and does not present the financial position, changes in net position, or cash flows of Asheville Area Habitat for Humanity, Inc.

Note 2: Summary of Significant Accounting Policies

Expenditures reported in the SEFA are reported on the accrual basis of accounting. Such expenditures are recognized following the cost principles
contained in Uniform Guidance, wherein certain types of expenditures are not allowable or are limited as to reimbursement. Asheville Area Habitat for
Humanity, Inc. has elected not to use the 10 percent de minimis indirect cost rate as allowed under the Uniform Guidance.
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