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BROOKS, McGINNIS
‘\ & COMPANY, LL.C

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
of Gwinnett County Habitat for Humanity, Inc.:

Report on the Financial Statements

We have audited the accompanying financial statements of Gwinnett County Habitat for
Humanity, Inc. (a nonprofit organization), which comprise the statements of financial position as of June
30, 2019 and 2018, and the related statements of activities, functional expenses, and cash flows for the
years then ended, and the related notes to the financia statements.

Management’s Respongbility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financia statements in
accordance with accounting principles generaly accepted in the United States of America; this includes the
design, implementation, and maintenance of interna control relevant to the preparation and fair presentation
of financid statements that are free from materia misstatement, whether due to fraud or error.

Auditor’s Responsbility

Our responsibility is to express an opinion on these financia statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financia statements are free from materid  misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financia satements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financid 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 interna
contral. Accordingly, we express no such opinion. An audit also includes evauating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overdl presentetion of the financid 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 above present fairly, in all materia respects, the
financid position of Gwinnett County Habitat for Humanity, Inc. as of June 30, 2019 and 2018, and the
changes in its net assets and its cash flows for the years then ended in accordance with accounting principles
generdly accepted in the United States of America.

Atlanta, Georgia

/
Etwk; ﬂ{cdm ji M, ALC
November 19, 2019

Two Premier Plaza « 5607 Glenridge Drive « Suite 650 = Atlanta, Georgia = 30342
T 404-531-4940  F 404-531-4950 = www.brooksmcginnis.com

1



GWINNETT COUNTY HABITAT FOR HUMANITY, INC.

STATEMENT SOF FINANCIAL POSITION
JUNE 30, 2019 AND 2018

RESTATED
2019 2018
ASSETS
Cash and cash equivdents $ 511,790 $ 247,406
Cash redtricted for escrow deposits 4,141 16,334
Cash redtricted for down payments and advance payments 6,000 14,000
Gift cards restricted for programs - 19,466
Home congtruction in progress 559,173 554,807
Receivable from Habitat International 35,795 32,114
Pledges receivable, net 527,893 -
Other receivables 81,565 61,054
Prepaids 25,344 14,345
Investments 11,404 -
Escrow deposts hed by others 160,663 130,936
Mortgages receivable, net 2,817,683 2,882,203
Property held for sde 1,337 -
Property held for development 2,725 -
Property and equipment, net 55,393 31,298
Total assets $_ 4800906 $__ 4003963
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable $ 20,712 3 18,510
Accrued tithe to Habitat Internationa 12,357 3,915
Other accrued expenses 15,065 9,441
Ligbility for escrow deposts 164,804 147,270
Down payments and advance payments 6,000 14,000
Capitd lease obligation, net - 1,301
Debt 145,490 224,119
Totd lighilities 364,428 418,556
Commitments and contingencies
Net assets.
Without donor redtrictions.
Expended for property and equipment, net 55,393 31,298
Available for operations 3,603,962 3,408,393
Tota net assets without donor restrictions 3,659,355 3,439,691
With donor restrictions 777,123 145,716
Tota net assets 4,436,478 3,585,407
Totd liabilities and net assets $_ 4800906 $__ 4,003,963

The accompanying notes are an integra part of these financid statements.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
STATEMENT SOF ACTIVITIES

FOR THE YEARS ENDED JUNE 30, 2019 AND 2018

Changes in net assets without donor restrictions:
Revenues, support and gains.
Sdes to homeowners
Interest income
Contributions
In-kind revenue
Loss on disposa of property
ReStore income from Habitat International
Specia events, net of expenses of $4,224
Other income

Tota revenue without donor restrictions
Net assets released from restrictions
Tota revenues, support and gains
without donor restrictions

Expenses:
Program services
Adminigtrative and generd
Fundraising
Tota expenses

Increase in net assats without
donor restrictions

Changes in net assets with donor restrictions:
Contributions for home sponsorships
Contributions for campaign
Contributions for A Brush with Kindness

Grants for property acquisition and debt forgiveness

Contributions for truck acquisition
Other contributions with donor redtrictions
Net assats released from redtrictions

Increase (decrease) in net assets with donor

restrictions
Increase in net assets
Net assets, beginning of year - RESTATED
Net assets, end of year - RESTATED -2018

The accompanying notes are an integra part of these financid statements.
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2019 2018
331,647 183,254
122,556 128,057
193,384 59,102

99,949 111,857
(913) (300)
154,807 93,366
7,421 -
40,324 137,474
949,675 712,900
827,238 520,044
1,776,913 1,241,944
1,202,151 834,791
93,009 106,614
172,089 138,635

1,557,249 1,080,040
219,664 161,904
405,460 287,179
864,183 -

66,337 64,179
120,813 30,874
100 22,769

1,752 14,900
(827,238) (529,044)
631,407 (109,143)
851,071 52,761
3,585,407 3,532,646
4,436,478 3,585,407




GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2019

Administrative
Program and
Services General Fundraising Totd

Cost of houses sold $ 589,632 $ -9 - $ 589,632
Salaries and benefits 320,700 48,556 51,794 421,050
Payroll taxes 23,949 5,206 5,553 34,708
Contract labor 46,548 - 22,150 68,698
Tithe and SOSI fee

to Habitat International 46,980 - - 46,980
Rent 19,360 2,200 440 22,000
Insurance 23,416 5,090 5,430 33,936
Travel and entertainment 2,580 561 598 3,739
Interest 2,525 287 57 2,869
Telephone and internet 17,076 1,940 388 19,404
Accounting and professional fees 40,119 18,856 2,095 61,070
Fundraising fees - - 67,280 67,280
Advertising and public relations - - 8,599 8,599
Depreciation and amortization

of improvements 11,992 - - 11,992
Warehouse, supplies and tools 64,591 - - 64,591
Utilities 2,242 255 51 2,548
Postage and freight 1,132 246 262 1,640
Office supplies and expenses 18,073 3,929 4,191 26,193
Licenses, dues and taxes 1,352 294 314 1,960
Bad debt 10,140 2,860 - 13,000
Other expenses 49,744 2,729 2,887 55,360
Total expenses $ 1292151 $ 93,009 $ 172,089 $ 1,557,249
Percent of total 83% 6% 11% 100%

The accompanying notes are an integra part of these financid statements.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED JUNE 30, 2018

Administrative
Program and
Services General Fundraising Totd

Cost of houses sold $ 281,604 $ - $ -$ 281,604
Salaries and benefits 259,728 61,112 61,112 381,952
Payroll taxes 16,224 3,817 3,817 23,858
Contract labor 52,652 - - 52,652
Tithe and SOSI fee

to Habitat International 40,102 - - 40,102
Rent 12,960 720 720 14,400
Insurance 10,252 570 570 11,392
Travel and entertainment 4,709 1,108 1,108 6,925
Interest 6,551 258 - 6,809
Telephone and internet 11,786 2,773 2,773 17,332
Accounting and professional fees 24,483 27,483 - 51,966
Fundraising fees - - 61,584 61,584
Advertising and public relations 6,824 - 4,550 11,374
Depreciation and amortization

of improvements 8,654 481 481 9,616
Warehouse, supplies and tools 74,018 - - 74,018
Utilities 1,690 9 9 1,878
Postage and freight 1,234 290 290 1,814
Office supplies and expenses 509 6,779 407 7,695
Licenses, dues and taxes 1,649 388 388 2,425
Other expenses 19,162 741 741 20,644
Total expenses $ 834,791 $ 106,614 $ 138,635 $ 1,080,040
Percent of total 7% 10% 13% 100%

The accompanying notes are an integra part of these financid statements.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2019 AND 2018

2019 2018

Cash flows from operating activities:
Increase in net assets $ 851071 $ 52,761

Adjustments to reconcile increase in net assets to
net cash provided by (used in) operating activities:

Depreciation and amortization of improvements 11,992 9,616
Amortization of discount on notes payable - 1,831
Redlized and unredized gain on investments (909) -
Loss on disposa of property 913 300
Grants for property acquisition and debt forgiveness (120,813) (30,874)

Change in assets and lidbilities.
(Increase) decrease in:

Gift cards redtricted for programs 19,466 (19,466)
Home congtruction in progress (4,366) (396,646)
Receivable from Habitat Internationa (3,681) (16,749)
Pledges receivable (527,893) -
Other receivables (20,5112) 2,977
Prepaids and other current assets (10,999) 2,546
Government grant reimbursements recelvable - 151,686
Escrow deposits held by others (29,727) (2,410
Mortgages receivable, net 64,520 151,495
Property held for sde (1,337) -
Property held for development (2,725) -
Increase (decrease) in:

Accounts payable 2,202 3,623
Accrued tithe to Habitat Internationd 8,442 (17,286)
Other accrued expenses 5,624 (2,000)
Liability for escrow deposits 17,534 17,983
Down payments and advance payments (8,000) 14,000
Total agjustments (600,263) (129,374)
Net cash provided by (used in) operating activities 250,808 (76,613)

Cash flows from investing activities:
Purchase of investments (10,500) -
Purchases of property and equipment (37,000 -
Net cash used in investing activities (47,500) -

Cash flows from financing activities:.
New borrowings on debt 99,387 -
Principa payments on capital lease obligations (1,301) (1,747)
Principd payments on debt (57,203) (41,599)
Net cash provided by (used in) financing activities 40,883 (43,346)

Net increase (decrease) in cash, cash equivaents,

and redtricted cash 244,191 (119,959)
Cash, cash equivdents, and restricted cash, beginning of year 277,740 397,699

Cash, cash equivdents, and restricted cash, end of year $ 521,931  $ 277,740

The accompanying notes are an integra part of these financid statements.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

1. Nature of Organization and Significant Accounting Policies

Nature of Organization

Gwinnett County Habitat for Humanity, Inc. (the Organization) is a hondenominational
Christian organization dedicated to eliminating poverty housing by building modest yet
adequate housing in partnership with responsible, low-income families. By having volunteers
and families work together in partnership, the Organization builds new hope, new relationships,
and a new sense of community as well as new houses. The goal of the Organization and its
dfiliate, Habitat for Humanity International, Inc. (Habitat International), is to demonstrate the
love of Jesus Chrigt, eliminate poverty housing and homelessness, and to stir the hearts and
minds of others to take action on thisissue. As of June 30, 2019, the Organization has built or
rehabilitated 139 houses in the loca community and has helped to preserve and restore homes
for other families in need through its A Brush With Kindness program. Further, the
Organization has provided contributions to Habitat International to help serve more than one
million families around the world by providing people with safe, decent, and affordable shelter.
Although Habitat International assists with information resources, training, publications, and
prayer support, the Organization is primarily and directly responsible for its own operations.
The Organization is supported primarily through saes to homeowners, individual, corporate and
church contributions, and volunteer services from the community. The Organization invites
people from all walks of life to work together in partnership to help build houses with families
in need.

Basis of Accounting

The accompanying financid statements have been prepared on the accrua basis of accounting,
in accordance with accounting principles generally accepted in the United States of America
(GAAP), and in accordance with standards adopted by the American Institute of Certified
Public Accountants for certain nonprofit organizations. Under this method of accounting,
revenues are recognized in the period in which they are earned, and expenses are recognized in
the period in which they are incurred.

Method of Reporting

In accordance with GAAP, the Organization is required to report information regarding its
financid pogtion and activities according to two classes of net assets as follows:

Net Assets Without Donor Restrictions — Net assets that are not subject to donor-imposed
restrictions. Items that affect (i.e., increase or decrease) this net asset category include
contributions without donor regtrictions, investment income, and fundraising event income and
related expenses associated with the Organization's core activities.



GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

1. Nature of Organization and Significant Accounting Policies— Continued

Method of Reporting — Continued

Net Assets With Donor Restrictions — Net assets subject to donor, or certain grantor, imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will
be met by the passage of time or other events specified by the donor. Other donor-imposed
restrictions are perpetua in nature, where the donor stipulates that resources be maintained in
perpetuity. The Organization has no net assets with donor restriction that are required to be

held in perpetuity.
Edimates

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

Sdes to Homeowners

Sdles to homeowners represent the sales of houses built and sold to low income families. The
resulting mortgages are non-interest bearing and have been discounted using rates ranging from
3.25% to 8.48%. The sales to homeowners presented in the statements of activities are net of
this discount.

Contributions

In accordance with GAAP, contributions are recognized when the donor makes a promise to
give to the Organization that is, in substance, unconditional. All contributions are considered
available for generd use, unless specificaly restricted by the donor. All other contributions
with donor restrictions are reported as increases in net assets with donor restrictions
depending on the nature of the restrictions. When a restriction expires, net assets with donor
restrictions are reclassified to net assets without donor restrictions

Depending on the existence and/or nature of any donor restrictions, contributions are
recorded as support with donor restrictions or support without donor restrictions. Time and
capital donor-restricted support is reported as an increase in net assets with donor restrictions,
depending on the nature of the restriction. When a restriction expires (that is, when a
stipulated time restriction ends or purpose restriction is accomplished), net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the
statement s of activities as net assets released from restrictions.



GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

1. Nature of Organization and Significant Accounting Policies — Continued

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment whenever events or changes in circumstances
indicate that the carrying amount of an asset may not be recoverable. Recoverability of assets to
be held and used is measured by a comparison of the carrying amount of an asset to future
undiscounted net cash flows expected to be generated by the asset. If such assets are considered
to be impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are
reported at the lower of the carrying amount or fair vaue less costs to sdl.

Donated Property, Equipment, Facilities, Goods and Services

Donations of property and equipment are recorded as support at their estimated fair value. Such
donéti ons are reported as support without donor restrictions 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
support with donor restrictions.  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 into service as instructed by the donor. The Organization
reclassifies net assets with donor regtrictionsto net assets without donor redtrictions at that time.

For the year ended June 30, 2018, the Organization received the use of office facilities owned by
others. The facilities are provided to the Organization a no cost. For the year ended June 30,
2018, the fair market value of the rental space of $14,400, has been recognized as in-kind
donations and rent expense in the accompanying statements of activities and functional
exXpenses.

All non-cash gifts (other than persona services) are carried at their estimated fair value at the
date of receipt if reasonably determinable. Certain building and other supplies have been
donated to the Organization for which the vaue is not reasonably determinable, and therefore, is
not reflected in these financid statements.

For the years ended June 30, 2019 and 2018, the estimated fair value of donated goods and
sarvices is approximately $29,102 and $13,472, respectively.

A substantial number of volunteers have donated significant amounts of their time in the
Organization's interna operations. If donated services received either create or enhance non-
financiad assets or require specialized skills which would need to be purchased if not donated,
GAAP requires the value of those donated services to be recorded. The estimated vaue of the
donated services which meet the above requirements have been reflected in these financia
statements at the fair value of the services received, which was gpproximately $70,847 and
$83,985, respectively, for the years ended June 30, 2019 and 2018.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

1. Nature of Organization and Significant Accounting Policies — Continued
Advertising
Advertising costs are expensed as incurred.

Cash and Cash Equivaents and Concentration of Credit Risk

The Organization considers al highly liquid investments available for current use with
maturities of three months or less to be cash equivalents. The Organization is required to
maintain homeowners escrow deposits and down payments/advance payments in a separate
bank account, and this cash is included as cash restricted for escrow deposits and cash
restricted for down payments and advance payments, respectively. Cash and cash equivadents
consist of demand deposits at a commercial bank. The account balances (as reflected in the
institution’s records) are insured by the Federal Deposit Insurance Corporation (FDIC) up to
$250,000 as of June 30, 2019 and 2018. As of June 30, 2019 and 2018, there was $322,443 and
$50,833, respectively, in excess of the federdly insured limits.

Cash Redtricted for Escrow Depodits, Escrow Deposits Held by Others and Liability for Escrow
Deposits

The Organization outsources the servicing of the mortgages on the houses it has sold, with the
exception of a small number of mortgages that are currently serviced in-house. Cash redtricted
for escrow deposits of $4,141 and $16,334, respectively, as of June 30, 2019 and 2018
represents cash maintained by the Organization for the escrow monies received by homeowners
for the mortgages serviced in-house. Escrow deposits held by others of $160,663 and $130,936,
respectively, as of June 30, 2019 and 2018 represents the escrow monies received by
homeowners and held by the third party outsourcing provider. Cash restricted for escrow
deposits and escrow deposits held by others includes amounts received by homeowners for
insurance, property taxes and other expenses. The offsetting ligbility for these costs is reflected
in liability for escrow deposits of $164,804 and $147,270, respectively, as of June 30, 2019 and
2018.

Mortgages Receivable, Net

Mortgages receivable balances represent the amounts charged to the homeowners for houses
built and consist of non-interest -bearing mortgages that are secured by real estate and are
payable in monthly installments over mutually agreed upon periods of time. Mortgages
receivable are recorded upon the sale of the house. These receivables have been discounted
at rates varying from 3.25% to 8.48%. Interest income is recorded under the interest method
in accordance with GAAP.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

1. Nature of Organization and Significant Accounting Policies — Continued

Mortgages Receivable, Net — Continued

It is the policy of management to initiate foreclosure when an account is delinquent by ninety
days or more. Management believes that substantially al mortgages receivable are collectible,
and the losses from any uncollectible mortgages receivable would be offset by the subsequent
resale of the houses.

Home Congruction in Progress

Home congtruction in progress represents those houses which are currently under construction
for families. Purchased material for the construction of these houses is recorded at cost.
Donated materias and labor, if applicable, are recorded at the estimat ed fair market value at the
date of donation. Costs which apply to more than one house are allocated to the respective
houses.

Property and Equipment, Net

Property and equipment are recorded at cost. The Organization follows the practice of
capitdizing al expenditures over $2,500 for property and equipment. Depreciation is computed
using the straight-line method over the estimated useful lives as stated below. At the time assets
are retired or disposed of, cost and accumulated depreciation are eliminated from the related
accounts and gain or loss, if any, is credited or charged to income. As of June 30, 2019 and
2018, the estimated useful lives of property and equipment were as follows:

Vehicles 5years
Computer equipment 3-5yeas
Leasehold improvements 7-15 years
Congtruction equipment 5 years
Office furniture and equipment 7-10 years

Debt

Debt includes notes to the Gwinnett County government that carry interest rates below the
prevailing market rates at the time of borrowing. These notes have been discounted at the same
rates used to discount the mortgages receivable. Interest expense is recorded under the interest
method in accordance with GAAP.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

1. Nature of Organization and Significant Accounting Policies — Continued

Tax Exempt Status

The Organization qualifies as a tax-exempt organization under Section 501(c)(3) of the
Internal Revenue Code. The Organization believes that there were no uncertain positions
taken that would require recognition of a liability (or asset) or disclosure in the financia
statement notes as of June 30, 2019 and 2018. Accordingly, no provision or benefit for
income taxes has been recorded in the accompanying financial statements, and the
Organization had no significant unrelated business taxable income during the years ended
June 30, 2019 and 2018. The IRS Form 990s are subject to examination by the appropriate
regulatory authorities for al open years, which typicaly include the last three years filed.

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a
functiond 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 various programs and supporting services benefited. 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 expenses that are alocated include advertising & public relations,
office supplies & expense, rent, insurance, depreciation & amortization of improvements and
utilities which are allocated based on of how the expenses support the programs, as well as
salaries & benefits, payroll taxes, travel & entertainment, telephone & internet, postage &
freight, and licenses, dues & taxes which are alocated on the basis of estimated of time and
effort.

Supplemental Disclosure of Cash Flow Information

For the years ended June 30, 2019 and 2018, supplemental disclosure of cash flow information
includes cash paid for interest of $3,039 and $4,868, respectively.

New Accounting Policy

In November 2016, the Financial Accounting Standards Board issued ASU 2016-18,
Satement of Cash Flows (Topic 230), Restricted Cash, which requires the statement of cash
flows to explain the change during the period in the total of cash, cash equivalents, and
amounts generally described as restricted cash or restricted cash equivalents. The ASU is
effective for fiscal years beginning after December 31, 2018, and earlier application is
dlowed. The guidance requires retrospective application. The Organization early adopted
this guidance for the year ended June 30, 2019. This new accounting policy did not affect
net assets for the years ended June 30, 2019 or 2018.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

1. Nature of Organization and Significant Accounting Policies — Continued
Reclassification

Amounts previously reported have been reclassified to conform to the current year financial
statement  presentation.

Prior Period Adjustment

The accompanying financial statements as of June 30, 2018 have been restated to correctly
record the estimated unamortized discount on mortgages receivable. The effect of the
restatement was to decrease mortgages receivable, net and net assets without donor restrictions
by $76,399 as of June 30, 2018.

Subsequent  Events

Subsequent events have been evaluated through November 19, 2019 which is the date the
financid statements were available to be issued, and there were no subsequent events other than
that mentioned in Note 8.

2. Ligquidity and Availability of Financial Assets

The Organization is substantialy supported by contributions with and without donor restrictions
and by collections on mortgages from homeowners. For purposes of analyzing resources
available to meet genera expenditures over atweve month period, the Organization considers
contributions restricted for programs which are ongoing, major and central to its annual
operations to be available to meet cash needs for general expenditures. General expenditures
may be incurred for program, administrative, or fundraising purposes. Annua operations are
defined as activities occurring during the Organization's fiscal year.

The Organization structures its financial assets to be available as its genera expenditures,
liabilities, and other obligations come due. In addition to financial assets available to meet
genera expenditures over the next twelve months, the Organization operates with a balanced
budget and anticipates collecting sufficient revenue to cover general expenditures not covered
by donor-restricted resources. As described in Note 8, the Organization aso maintains a
committed line of credit in the amount of $100,000 which it could draw upon in the event of an
unanticipated cash need.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

2. Liquidity and Availability of Financia Assets — Continued

The Organization’s financial assets as of June 30, 2019 and 2018 (reduced by amounts not
available for general expenditure within the next 12 months) which are available within one
year after this date to satisfy liabilities at this date and for future general expenditures are as
follows:

2019 2018

Financia assets at year end:

Cash and cash equivaents $ 511,790 $ 247,406

14

Cash restricted for escrow deposits 4,141 16,334
Cash restricted for down payments
and advance payments 6,000 14,000
Gift cards restricted for programs - 19,466
Investments 11,404 -
Receivable from Habitat Internationa 35,795 32,114
Pledges receivable, net 527,893 -
Other receivables 81,565 61,054
Mortgages receivable, net 2,817,683 2,882,203
Totd financid assets 3,996,271 3,272,577
Less amounts not available for genera
expenditures within one year:
Cash restricted for escrow deposits (4,141) (16,334)
Cash redtricted for down payments
and advance payments (6,000) (14,000)
Donor restricted cash for non-recurring
program (11,800) (4,250)
Pledges receivable, net - due in more
than one year (314,902) -
Mortgages receivable, net - due in more
than one year (2,665,556) (2,644,209)
Financia assets available to meet genera
expenditures within one year 993872 $ 593,784




GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

3. Cash, Cash Equivaents, and Redricted Cash

The following table provides a reconciliation of cash, cash equivaents, and restricted cash
reported in the statements of financia position that sum to the total of the same such amounts
shown in the statements of cash flows. Cash, cash equivaents and restricted cash consist of the
following as of June 30:

2019 2018

Cash without donor restrictions $ 262560 % 101,690

Cash with donor restrictions 249,230 145,716

Cash restricted for escrow deposits 4,141 16,334
Cash restricted for down payments

and advance payments 6,000 14,000

Cash and cash equivaents
statement of cash flows $ 521,931  $ 277,740

The restrictions will 1apse when the Organization expends the amounts in accordance with the
restricted purposes specified.

4. |nvestments

The Organization classifies its investment assets using a hierarchy of inputs to fair value
measurements in accordance with the GAAP, as follows:

Levd 1— Quoted prices in active markets for identical assets or liabilities that the
Organization has the ability to access.

Levd 2— Inputs to the valuation methodology that are derived principally from or
corroborated by observable market data

Quoted prices for amilar assets or liabilities in active markets,

Quoted prices for identica or Smilar assets or ligbilities in inactive markets,
Inputs other than quoted prices that are observable for the assets or lighilities,
Inputs that are derived principaly from or corroborated by observable market
data by correlation or other means.

Level 3— Inputs that are unobservable and significant to the overall fair vaue measurement.

The asst’s or liahbility’s fair vaue measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Vauation
techniques used maximize the use of observable inputs and minimize the use of unobservable
inputs.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

4. |nvestments — Continued

The Organization’'s direct investments of equity and fixed income funds are exchange-traded
products. Accordingly, the Organization’s direct investments in exchange-traded products are

Leve 1 investments. None of the Organization’s investments are considered to be Level 2 or 3
investments.

At Jdune 30, 2019, the Organization’s investments consst of the following:

Fair Vaue Fair
Hierarchy Market
June 30, 2019 Leve Vaue
Fixed income funds 1 $ 3,444
Equity funds 1 6,301
Cash 1,659
$__ 11404

5. Pledges Recaeivable, Net

During 2019, the Organization began its campaign to raise a total goa of $10,000,000. This
campaign is intended to raise operational, capital and endowment funds.

Pledges are expected to be collected as follows:

For years ending June 30,

2020 $ 234,158
2021 284,933
2022 56,835
2023 2,020
2024 920
578,866

Less
Discount on pledges receivable (5.5% effective rate) (37,973)
Allowance for uncollectible pledges (13,000)
Pledges receivable, net $ 527,893
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

6. Mortgages Receivable, Net

As of June 30, 2019 and 2018, the total number of mortgages receivable outstanding for both
years was 98. Certain mortgages receivable were pledged as security for a note payable to
Habitat Internationd, as described in Note 8. Mortgages receivable consist of the following as
of June 30:

RESTATED
2019 2018
Mortgages receivable face vaue $ 4089658 $ 4,007,750
Less unamortized discount (1,271,975) (1,125,547)
Mortgages receivable, net $ 2817683 $ 2,882,203
Principa maturities of mortgages receivable are as follows:
For the years ending June 30:
2020 $ 152,127
2021 212,117
2022 201,663
2023 190,303
2024 182,338
Theresfter _ 1879135
$__2817,683
7. Property and Equipment, Net
Property and equipment, net congists of the following as of June 30:
2019 2018
Vehicles $ 7677 % 40,677
Computer equipment 16,783 16,783
Leaschold improvements - 15,709
Office furniture and equipment 11,577 11,577
106,037 84,746
Less accumulated depreciation (50,644) (53,448)
Property and equipment, net $ 55393 $ 31,298

For the years ended June 30, 2019 and 2018, depreciation and amortization of improvements
expense was $11,992 and $9,616, respectively, and included depreciation under a capitd lease.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

8. Debt

Debt consgts of the following as of June 30:

2019 2018

Various unsecured notes payable bearing 3% interest;

payable to Gwinnett County in yearly installments of

$13,106 including interest; due August 2018 - May

2022 $ - $ 24,102

Note payable to Habitat International bearing 3.8%
interest; payable in monthly installments of $2,780

including interest; due December 2020 50,135 79,204

Note payable to Gwinnett County; non interest

bearing; due June 2027 (see below) 95,355 -

Note payable to Gwinnett County; non interest

bearing; due June 2027 (see below) - 120,813
Total debt $ 145490 $ 224,119

For the various unsecured notes payable to Gwinnett County totaling $24,102 as of June 30,
2018, the discount rates used to calculate imputed interest on the below market rate notes
range from 8.22% to 8.48% As of June 30, 2018, this debt is net of unamortized discount on
below market interest-bearing debt of $2,315. These notes payable were paid off early in
fiscal year 2019.

The interest-bearing note payable to Habitat International totaling $50,135 and $79,204,
respectively, as of June 30, 2019 and 2018 is secured by certain mortgages receivable and
related assets. Further, the Organization is required to adhere to certain loan covenants in
connection with its notes payable to Habitat International and was in compliance with or
obtained waivers for these loan covenants as of June 30, 2019 and 2018.

During fiscal 2017 the Gwinnett County Board of Commissioners (the County) awarded the
Organization three grants for property acquisition to be used in its home building and
rehabilitation mission. The Organization spent $184,104 for property acquisition in 2017, all
of which has been reimbursed by the County as of June 30, 2018. Under the terms of the
agreement s, the funding received is considered to be a forgivable loan, which is forgiven
after homes have been sold to eligible first-time home buyers. The forgivable loans are
transferred to the qualified home buyer at the time of purchase, and the loans with the
borrow ers require the homeowner to continue to comply with certain provisions for specified
periods of time. The Organization records these forgivable loans as notes payable until they
are forgiven, at which time they are recorded as grant revenue. For the years ended June 30,
2019 and 2018, the Organization had met the requirements for converting notes payable to
grants totaling $120,813 and $30,874, respectively, as reflected in the statements of activities
as donor redtricted grants for property acquisition and debt forgiveness.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

Debt — Continued

During 2019, an additiona note payable in the amount of $95,355 was awarded to the
Organization for property acquidition. This amount remains outstanding as of June 30, 2019
but is expected to be converted to a grant in 2020 by meeting the specified grant criteria

The Organization has an open line of credit with United Community Bank for the purpose of
property acquisition with maximum borrowings of $100,000 and an interest rate of prime plus
.5%. Prime rate was 5.5% and 5%, respectively, as of June 30, 2019 and 2018. The due date of
the line of credit is September 20, 2019, and there were no borrowings outstanding as of June
30, 2019 and 2018. Subsequent to year end on September 20, 2019, the line of credit was
renewed with the same terms and anew maturity date of September 18, 2020.

Aggregate principa maturities of the debt subsequent to June 30, 2019 are as follows:

For the years ending June 30:

2020 $ 129,045
2021 16,445
$ 145,490

Capital Lease Obligation

For the years ended June 30, 2019 and 2018, the Organization leased office equipment that
gualifies as a capital lease. During fiscal 2019, the lease was completed and there are no
future minimum lease payments under this capita lease as of June 30, 2019.

Net Assats with Donor Redtrictions

Net assets with donor restrictions are comprised of funds the Organization has received subject
to donor imposed restrictions and consst of the following as of June 30:

2019 2018
Home sponsorships $ 89,586 $ 78,038
A Brush With Kindness home preservation and repair 43,554 40,659
Magor gifts campaign 632,183 -
Truck acquisition - 22,769
Other 11,800 4,250
Total net assets with donor restrictions $ 777123  $ 145,716
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

11. Net Assats Released from Redtrictions

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

2019 2018
Home sponsorships $ 704225 % 431,207
A Brush With Kindness home preservation and repair 67,811 56,313
Vehicle for A Brush With Kindness 37,000 -
Globa mission trip 11,702 10,650
Other 6,500 30,874
Totd net assets released from restrictions $ 827238 $ 529,044

12. Related Party Transactions

In addition to the note payable to Habitat International described in Note 8, the Organization
annually remits to Habitat International a specified amount to be used to construct homes in
economically depressed areas around the world. For the year ended June 30, 2019, the
Organization contributed a tithe of $21,980 to Habitat International, with $12,357 dill
payable as of June 30, 2019. For the year ended June 30, 2018, the Organization contributed
$15,102 to Habitat International, with $3,915 till payable as of June 30, 2018. Such
amounts are included in program services expense in the statements of functional expenses.
For each of the years ended June 30, 2019 and 2018, the Organization also paid Habitat
Internationad  $25,000 in affiliate fees knows as Stewardship and Organizational
Sugtainability Initiative (SOSI), which is aso included in program services in the statements
of functional expenses.

The Organization formerly owned the Gwinnett Habitat for Humanity ReStore, LLC (ReStore),
a retail operation. To increase focus on its homebuilding mission, the Organization sold
ReStore to Habitat Internationa in early fiscd 2013, effective July 1, 2012. In accordance with
the sale agreement, the Organization had the option to repurchase ReStore in five years and
again in ten years following the sde closing date. The Organization opted not to repurchase the
ReStore at the end of the five yearson July 1, 2017.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

Rdated Party Transactions — Continued

In accordance with the agreement to sl the ReStore to Habitat Internationd in fiscal 2013, the
Organization shdl receive 33% of the net revenues of the ReStore if certain criteria are met. For
the years ended June 30, 2019 and 2018, the Organization earned total revenue from the Habitat
International ReStore in accordance with this agreement totding $154,807 and $93,366,
respectively, and these amounts are included as ReStore income from Habitat Internationa in
the accompanying statements of activities. For the years ended June 30, 2019 and 2018, there
were $35,795 and $32,114, respectively, due from Habitat Internationa for the ReStore revenue
sharing.

For the years ended June 30, 2019 and 2018, the Organization received contributions from
Habitat International of $5,361 and $8,194, respectively, and these amounts are included in
contributions in the accompanying statements of activities.

During fiscal 2019 and 2018, a homeowner with mortgages due to the Organization also
served on the Board of Directors of the Organization. This member recused hersaf from
discussing or voting on issues involving her mortgage, which totaled approximately $9,000
and $11,000, respectively, as of June 30, 2019 and 2018.

Contingent Assets

To encourage homeowners to remain in their homes for a specified period and to prevent the
selling of their homes for a profit before their mortgages are paid off, the Organization
maintains shared equity rights on al of its mortgage's receivable. Upon the homeowner's sde
of the home before a specified time, the Organization is entitled to receive a portion of the
equity appreciation in the home, and this shared equity amount is based on the number of
complete years the sdler has made payments on their mortgage. The shared equity amounts are
not included in the financiad statements because the revenue is not expected to be redlized, and
the amount of shared equity cannot be reasonably estimated because the future saes price of the
home is unknown. For the years ended June 30, 2019 and 2018, the Organization collected
$34,395 and $78,455, respectively, for shared equity that had been redlized, and this amount is
included in other income in the accompanying statement of activities.

To ensure homes are affordable to qualifying homeowners, the Organization has issued
additional “silent” mortgages on certain homes, valued as the difference between the
homeowner’ s purchase price and the appraised value of the house at the time of initid sde. A
prorated portion of the silent mortgages is forgiven each year the homeowners remain in their
homes. These silent mortgages are not included in the financia statements because the revenue
is not expected to be redlized. The total remaining balance of silent mortgages not yet forgiven
totaed approximately $485,677 and $ 531,857, respectively, as of June 30, 2019 and 2018.
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GWINNETT COUNTY HABITAT FOR HUMANITY, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019 AND 2018

Commitments

On October 2, 2017, the Organization entered into an agreement to receive public relations,
marketing, fundraising, organization, record keeping, donor relations, and management
development assstance for the Organization's upcoming fundraising campaign. As of June 30,
2018, the Organization had a remaining commitment of $12,600 related to the agreement. The
commitment was fulfilled during the year ended June 30, 2019.

15. Operating L ease Commitments

16.

During the year ended June 30, 2019, the Organization entered into operating lease agreements
for rent and office equipment. Rent expenses for the year ended June 30, 2019 were $27,661.
Future minimum renta payments under these operating leases are as follows:

For the years ending June 30:
2020 $ 28,292
2021 28,292
2022 28,292
2023 27,031

$ 111,907

Retirement Plan

The Organization maintains a 401(k) retirement plan for its employees, and al employees are
immediately eligible to participate in the plan. To receive matching contributions from the
Organization, the employee must be at least eighteen years of age and have completed five
hundred hours of service in a six month period which commences on the date of
employment. The Organization may make matching contributions of up to three percent (3%)
of covered payroll, plus fifty percent (50%) of contributions that exceed three percent (3%o)
of covered payroll, up to five percent (5%) of covered payroll. Employees are immediately
vested in al employee and employer contributions. During the year ended June 30, 2019 and
2018, employer contributions to the plan totaled $1,563 and $6,976, respectively .
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