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Halliday, Schwartz @ Co.

A PROFESSIONAL CORPORATION

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

To the Board of Directors
Habitat for Humanity of Spartanburg, Inc.
Spartanburg, South Carolina

INDEPENDENT AUDITOR’'S REPORT

Report on the Audit of the Financial Statements
Opinion

We have audited the financial statements of Habitat for Humanity of Spartanburg, Inc. (a nonprofit
organization) which comprise the statements of financial position as of June 30, 2021 and 2020, and the
related statements of activities, functional expenses, and cash flows for the years then ended, and the
related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Habitat for Humanity of Spartanburg, Inc. as of June 30, 2021 and 2020, and the changes in its
net assets and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

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

Responsibility 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, and for 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 Habitat for Humanity of Spartanburg,
Inc.’s ability to continue as a going concern for one year after the date that the financial statements are
issued. .

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 GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional 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.

TEL (864) 583-0886 MEMBERS OF: AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS, PCPS DIVISION
FAX (864) 594-4365 S.C. ASSOCIATION OF CERTIFIED PUBLIC ACCOUNTANTS

824 E. Main Street, Spartanburg, SC 29302

WWW.HSCO-CPA.COM



In performing an audit in accordance with GAAS, we:

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

e 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.

e 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 Habitat for Humanity of Spartanburg, Inc.’s internal control. Accordingly, no such
opinion is expressed.

e 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.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Habitat for Humanity of Spartanburg, 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.

Widamn Ahuady, 4 Co
/ ‘ Zj/ ’
Spartanburg, South Carolina
December 21, 2021
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HABITAT FOR HUMANITY OF SPARTANBURG, INC.
STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2021 AND 2020

ASSETS
2021 2020
Current Assets
Cash and cash equivalents $ 789,032 $ 529,599
Accounts receivable 1,481 3,899
Pledges receivable 28,872 30,273
Construction in progress 143,528 137,928
Mortgages receivable - current 275,083 117,218
Prepaid insurance 14,378 14,378
1,252,374 833,295
Property and Equipment
Land and improvements 120,000 \ 120,000
Furniture and equipment 70,561 70,561
Trailers and vehicles 20,319 20,319
Pine Street building 593,948 593,948
804,828 804,828
Less: accumulated depreciation (319,128) (297,737)
485,700 507,091
Other Assets
Spartanburg County Foundation account 99,255 80,503
Mortgages receivable - net of current portion 2,234,369 2,289,777
Land for development 304,607 294,963
2,638,231 2,665,243

Total Assets $ 4,376,305 $ 4,005,629

(4)



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
STATEMENTS OF FINANCIAL POSITION - CONTINUED

JUNE 30, 2021 AND 2020

LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable
Accrued payroll liabilities
Notes payable - current

Long-term liabilities
Notes payable - net of current portion

Total Liabilities

Net Assets
Without donor restrictions
With donor restrictions

Total Net Assets

Total Liabilities and Net Assets

2021 2020
$ 8,893 $ 1,588
92,207 73,228
205,440 184,844
306,540 259,660
149,028 171,467
455,568 431,127
3,626,419 3,373,396
294,318 201,106
3,920,737 3,574,502
$ 4,376,305 $ 4,005,629

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

®)



"sjuswaje}s [eloueul) oy} jo Led [eibajul ue are sejou BulAuedwoooe ay ]

20S'v.S'E 90LL0c  §  96£°€/EET $ /€L'0z6'€ $ 8iEvez $  6L¥'929'C $
£80°€SP'E 629'G0L Yo LYE'S 20Sv.S°E 9017102 96€'€/E'E
6Ly LZL 117’66 Zv6'se Gez'ove Z12'c6 ¥20'€G2
995°€50°C - 995'€50°C 6G€'906' | - 6G€'906'L
000'GlL 000°G1L 000°S} - 000°G1
995'8€0'Z - 995'8€0' 6GE'168'L - 65€'168'L
1612 - 1€5°12 €8 - €8
88¥'19 - 881'1L9 05€'09 - 05€'09
09.'982 - 09.'982 06z'082 - 062'082
12€'208 - 12€'20G G£9'0GY - GE9'0GY
vSy'LLe - vSv'LLe 811'062 - 8L'062
126'28 - 1/6'/8 98/'/8 - 98.'/8
G£0'058 - G£0'058 168°12. - 1£8'12.
G86'v/1C L1¥'G6 805'6.0C ¥65°252'C Z12'c6 Z9€'651 2
- (z29'961) 2.9'96) - (£00'z6Y) 100'26Y
G86'v.1'Z 6¥71'262 9£8'788'L ¥65'262'2 612685 G/€'299'L
9/5°C€T - 9/5'2€2 20101 - 20101
v2L - 2. 25.'8L - 25181
gelL'el - gL'l £9€'LL - £8€'L1
oLty - OLL'y z58's9L - 258's9l
£ri'soL - £vp'soL Gos'y - Gos'y
£69'9vS - £69'97S ovz'eL9 - ovz'8L9
v8'vLS - Tv8'vLS G06'€59 - G06'€G9
¥98'969 evi'zez ¢ SLLYOY  $ G6.'609 $ 612685 $  9.9'%C $
1ejo suoloLsay suoljouisay 1ejol SuoljoMIsay suonousay
Jouog YW  Jouod Inoyim Jouod YA  Jouoq JNOYpAA
0202 1202

0202 ANY 120z '0€ INNr A3ANT SYVYIA
S3AILIAILOVY 40 SININ3LVLS
"ONI 'OYNENYLYVYdS 40 ALINYANH Y04 LY.LIgvH

189 A JO pug - S}osSsY JoN

1ea A jo Buluuibag - syassy JoN

s}assy JaN Ul (8sealdaq) asealou|

uoneziueBlio pajeljyse o} JuswAhed pajesojeun
sasuadx3 |euoijound [g}oL

S}S09 J03lIP JUSWEUINO} |0
Buisiespuny
|elsauab pue juswabeuely
saoines Buipoddng
sasuadxa a10)59y
sabebuow uo sunoasig
yoddns Ajwe
uoljonI}su0D
saoInIes welbolid
sasuadx3 |euoljound

Hoddng JayjO pue sules) ‘sanuanay |ejo

SUOIJOL}SaI WOJ) pases|al sjasse JaN

uoljeziyowe Junoosip ueoj abebuop
JaU ‘UuInjal JUSWISaAU|
pue| pajeuop jo |esodsip uo (ssoj) uies
awooul J8Yi0
saouejdde pue pue| JO SUOI}BUOP YSEIUON
S19UMOSWOY 0} SIajsuel]
S9|ES 910}59Y
suolNguuo)
yoddng 19yjO pue sules) ‘ssnuanay



‘sjuawa)e}s [ejoueul ay) jo Wed [eifajul ue ase sajou BulAuedwoooe ay |

65e'l68°L § €89'0vE $ €8 $ 05€'09 $¢ 06208 ¢ 9/9'066'L $ G€9'0Sy $ 8Ly'06z $ 98.'/8 $ Le81eL. ¢
16€°12 18L°2 - - 18L°C 01981 Z91'8l - - 144
896'698'| 206'LE€ €8 0S€'09 69%'2.2 990'2€5°L £Sy'2EY 8L¥'062 98.'.8 60v'LZ.
1£6'9L 00S'SL - - 00S'GlL LeVL - - - L8¥')
00001 000°0} - - 000°0L - - - - -
VXa4 Y02 - 9Ll 82 €22 - - 00l €cl
LyL'9 9.8 - - 9.8 698G 0€L'S - - sel
9¥L'l9 gLy'ey - 000°¢ 8Ly'0v 8zL'LL $68°'cl - 66V gee'e
855'66 €01'8S €8 052 0.2'LS SSY'LY Sey've - €6€'9 L€9
00.'ee LyS - 60€ 8¢€2 ggl'ee 695'G2 - G669 6869
gel'e6e - - - - Gel'e6e - - - Gel'e6e
81¥'062 - - - - 81¥'062 - 811062 - -
906'.G66 ¢ pSZ'60T ¢ - $ GL1'9S $ 6EL'ES) $ z59'8y. ¢ ge8'zse  $ - $ 661'08 $ 8l9'sle $

sasuadx3y FERINER) $1S0D puisiey |eJaua9) pue FERIVER) 210)39Y sobebylop uo Woddng uoloNIISuU0)

lejo} Bunioddng "uinoj Jjoo pun4 Juswabeuep welbold sjunoosIq AweS
lejo $90IAJaS buipioddng |ejol $90IAI3S Welboid

120Z ‘0€ ANNC A3ANI AV3IA

S3ASNIAX3 TYNOILONNA 40 LINIWILVLS
"ONI 'DYNENVLEVdS 40 ALINVINNH Y04 LvLIigvH

sasuadx3 |ejo]

uoneraldag

uoneldaidap a1049q [ejo |
$939} |eU0ISS9)0Id
IH4H 01 ayiiL
uoljeonpa pue Bujuiel
}sal9)u|
sasuadxa pue sajddns 320
Jayjo pue asuadxa Buip|ing
$9suUadxa ojne pue [9Ael |
sa|ddns pue |eusjew buip|ing
sjunoasip abeblopn
S)youaq pue saueles



‘Sjuswale]s [eloueul ay} o Wed jeibajul ue ale sajou BulAuedwoade ay |

995'8€0°C ¢ G8.'¢.e ¢ LeS'LZ 8 98¥'19 $ 09,982 $ 182299t $ 12e'L06  $ ysv'Llz $ 12628 $ Ge0'0s8 $
y0Z've yl'e - - LyL'e 150°1e €602 - - 8y
Z29€'v10'2 8€9'2/¢ 186'22 88%°19 €19'€82 $2L P9 8y.'98Y ySv'LLT 1.6'28 LGS'618
L1¥'22 11112 - - L11°12 0¥9 - - - 0¥9
000°0L 000°0} - - 000°0} - - - - -
a8y A% - 41> 62 144" - - a4} -
6.2'L 9v6 - - 96 €ee'9 181'9 - - 4}
1€0'2L 62€'SS - 90l'¢ £€22'2S 80.'9L 68Y'vL - GGL Po¥'L
L0ELS1 098'cL L€S°/2 $59 699'GY Wy LL 1GL'LE - 196'¢ €zL'se
£€0°'LE 225 - 2L 008 L16'Ge 2.6'Se - 200°L L€S'8
6LY'SLY - - - - 6LY'SLY - - - 6LY'SLY
ySy'LLe - - - - PS¥LLe - 121 A% - -
1€6'020°L $ £€98'802 $ - $ $69'05 $ 691251 $ 20218 $ 6ve'zoy ¢ - $ €0Lz8 $ z29'.2e  $

sasuadx3g FERINER S]S0D buisiey |eiauag pue FERINER 210}39Y sabebyiop uo Woddng uoloNIsU0)

jejo Bupioddng "uinoy 4109 pun4y Juswabeuey welbold SjunoovsIq Awe
|ejot s90In18g buioddng lejot $90IAI9S Weibold

0202 ‘0€ ANNF IANT Yv3A

SIASNIAX3 TYNOILONNL 40 INFWILVLS
"ONI 'OdNENVLYVdS 40 ALINVWNH Y04 1V1IgvH

sasuadxy |ejol

uoynealdag

uopjeoaldap a1o04aq [B}0 |
$93) [BUOISSD)0.d
IH4H 03 3yiLL
uopeanpa pue Bujures]
}sa4d)u|
sasuadxa pue saliddns a210
19y}0 pue asuadxa Buip|ing
sasuadxa ojne pue |anel]
saliddns pue |euajew Buipjing
sjunoosip abebuopy
s)ijouaq pue saue|es



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2021 AND 2020

2021 2020
Cash Flows Provided (Used) by Operating Activities
Cash received from contributors $ 611,195 $ 676,591
Cash received from ReStore sales 653,905 574,842
Interest received 40 529
Other income received 2,812 3,581
Proceeds from sale of donated land 11,383 13,733
Cash paid to employees and suppliers (1,580,974) (1,689,536)
Interest paid (6,741) (7,279)
(308,380) (427,539)
Cash Flows Provided (Used) by Investing Activities
Purchase of fixed assets - (11,085)
Mortgage receivables increase 406,650 536,460
406,650 525,375
Cash Flows Provided (Used) by Financing Activities
Borrowings on Paycheck Protection Program loan 185,000 163,000
Borrowings on long term debt - 25,000
Payments on long term debt (23,836) (11,894)
161,164 176,106
Net Increase (Decrease) in Cash and Cash Equivalents 259,433 273,942
Cash and Cash Equivalents - Beginning of Year 529,599 255,657
Cash and Cash Equivalents - End of Year $ 789,032 $ 529,599
Supplemental Disclosure: Interest Paid $ 6,741 $ 7,279

©)



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
STATEMENTS OF CASH FLOWS - CONTINUED

YEARS ENDED JUNE 30, 2021 AND 2020

Reconciliation of Change in Net Assets to Net Cash Provided By
(Used In) Operating Activities

Total Change in Net Assets $

Adjustments to Reconcile Total Change in Net Assets to Net Cash
Provided (Used) by Operating Activities

Depreciation

Mortgage loan discount amortization

Transfers to homeowners, net of amortization

Net realized and unrealized (gains) losses on investments

Noncash donations

Forgiveness of PPP loan

Change in assets and liabilities
(Increase) decrease in construction in progress
(Increase) decrease in prepaid insurance
(Increase) decrease in contributions/accts receivable
(Increase) decrease in land for development
Increase (decrease) in accounts payable - trade
Increase (decrease) in accrued payroll liabilities

Net Cash Provided (Used) by Operating Activities $

2021 2020

346235 $ 121,419
21,391 24,204
(170,102) (232,576)
(333,041) (335,384)
(18,752) (724)

(4,565) -

(163,000) -
(5,600) 4,595
- (4,025)
2,418 (18,462)
(9,644) 4,728
7,301 (31,050)
18,979 39,736
(654,615) (548,958)
(308,380) $  (427,539)

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

(10)



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Habitat for Humanity of Spartanburg, Inc. (Habitat),
is presented to assist in understanding the financial statements. The financial statements and notes
are representations of Habitat's management, which is responsible for their integrity and objectivity.
These accounting policies conform to accounting principles generally accepted in the United States of
America and have been consistently applied in the preparation of the financial statements.

Management uses estimates and assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent assets
and liabilities, and reported revenues and expenses.

Organization

Habitat, a nonprofit corporation, was incorporated on July 21, 1987, under the laws of the State of South
Carolina. Habitat is a local affiliate of Habitat for Humanity International, a nondenominational, Christian
nonprofit organization whose purpose is to create decent, affordable housing for those in need, and
make decent shelter a matter of conscience with people everywhere. Although Habitat for Humanity
International assists with information resources, training, publications, prayer support and in other
ways, Habitat is primarily and directly responsible for its own operations. Support for Habitat’s program
of services and operations is received from individuals, churches and other organizations located
primarily in Spartanburg County, South Carolina.

Financial Statement Presentation

The accompanying financial statements have been prepared on the accrual basis of accounting in
accordance with U.S. Generally Accepted Accounting Principles (GAAP). Net assets, support and
revenues, and expenses are classified based on the existence or absence of donor-imposed
restrictions. Accordingly, net assets and changes therein are classified and reported as follows:

Without Donor Restrictions: Net assets available for use in general operations and not subject to
donor restrictions. Grants and contributions gifted for recurring programs are generally not
considered “restricted” under GAAP, though for internal reporting, Habitat tracks such grants and
contributions to verify that the disbursement matches the intent. Assets restricted solely through
the actions of the Board are reported as net assets without donor restrictions, board-designated.

With Donor Restrictions: Net assets subject to donor-imposed stipulations that are more restrictive
than Habitat's mission and purpose. 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. Donor-
imposed restrictions are released when the restriction expires, that is, when the stipulated time has
elapsed, when the stipulated purpose for which the resource was restricted has been fulfilled, or
both. Other donor-imposed restrictions could potentially be perpetual in nature when the donor
stipulates that resources be maintained in perpetuity.

Basis of Accounting

Habitat's financial statements have been prepared utilizing the accrual basis of accounting.

(11



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Tax Exempt Status

Habitat has received exemption from income taxes under section 501(c)(3) of the Internal Revenue
Code under a group exemption letter granted to Habitat for Humanity International by the Internal
Revenue Service.

Cash and Cash Equivalents

Habitat considers all short-term, highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents.

Pledges Receivable

Habitat records pledges receivable if a donor has given written notification of their intent to give.
Pledges receivable are not discounted due to being collected in less than one year.

Mortgages Receivable

Mortgages receivable consist of non-interest bearing mortgages which are secured by real estate and
contracts for deed and are payable in monthly installments over the life of the mortgage or contract.
No allowance for doubtful mortgages receivable is recorded by Habitat since substantially all mortgages
are relatively current with payments and any defaulted mortgage would be foreclosed and the home
resold for greater than the mortgage balance.

Property, Equipment, and Improvements

Property, equipment, and improvements are recorded at acquisition cost, including costs necessary to
get the asset ready for its intended use, or estimated fair value on the date contributed. Depreciation
expense is provided on a straight-line and accelerated basis over the estimated useful lives of the
respective assets, as follows:

Furniture and equipment 5to 7 years
Buildings and improvements 5 to 39 years

Depreciation expense for the years ended June 30, 2021 and 2020 was $21,391 and $24,204,
respectively.

Land for Development

Land for development has been recorded at estimated fair value at the date donated to Habitat and is
charged to construction cost when a house is substantially completed. Land development charged to
construction during the years ended June 30, 2021 and 2020, was $45,391 and $124,627, respectively.

Contributions

Unconditional promises to give are recognized as revenue when the underlying promises are received
by Habitat. Gifts of cash or other assets are reported with donor restricted support if they are received
with donor stipulations that limit the use of the donated assets. When a donor 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 of

(12)



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

activities as net assets released from restrictions. Donor-restricted contributions whose restrictions are
met in the same reporting period are reported as net assets without donor restriction support. Donations
of property and equipment are recorded as support at their estimated fair value at the date of donation.

Contributions restricted for the acquisition of land, buildings, and equipment are reported as net assets
without donor restriction, (unless explicit donor stipulations specify how the donated assets are to be
used) upon acquisition of the assets and the assets are placed in service.

Donated Goods and Services

Donated assets are recorded at their fair market value on the date of contribution. A substantial number
of volunteers have made significant contributions of their time to Habitat’s program and supporting
services. The value of this contributed time generally is not reflected in these financial statements since
it is not susceptible to objective measurement or valuation.

Transfers to Homeowners

Transfers to homeowners are recorded at the gross selling price. Net closing costs are absorbed in the
mortgage. Non-interest bearing mortgages have been discounted based upon prevailing market rates
for low income housing at the inception of the mortgages. Utilizing the amortization rate, this discount
is recognized as revenue over the term of the mortgage.

ReStore Sales and Fund Raising Revenues

ReStore sales represent the gross proceeds, net of returns, of sales of donated merchandise at the
thrift store. Expenses of operating the thrift store including salaries, rent, and utilities have been shown
as program services expenses and totaled $450,635 and $507,321 for the years ended June 30, 2021
and 2020, respectively.

Functional Expenses

Habitat allocates its expenses on a functional basis among its various programs and supporting
services. Expenses that can be identified with a specific program and supporting service are allocated
directly according to their natural expenditure classification. Other expenses that are common to
several functions are allocated using estimates of employee time or space utilization as a basis for
allocation.

Financial Instruments

Financial instruments consist of cash, investments, accounts receivable, accounts payable, and other
accrued liabilities. Management is of the opinion that Habitat is not exposed to significant interest rate
or credit risk arising from these instruments. Unless otherwise noted, the fair values of these financial
instruments are the market values of these financial instruments and approximate their carrying values.
Fair Value Measurements

The fair value of financial assets and liabilities is measured according to the Fair Value Measurements

and Disclosures topic of the FASB Accounting Standards Codification. Fair value is required to be
evaluated and adjusted according to the following valuation techniques:

(13)



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Level 1 — Fair value is determined using quoted market prices in active markets for identical assets
and liabilities.

Level 2 — Fair value is determined using quoted market prices in active markets for similar assets
and liabilities, quoted prices for identical or similar instruments in markets that are not active, and
model-based valuation techniques for which all significant inputs are observable in the market for
substantially the full term of the assets or liabilities.

Level 3 — Fair value is determined using inputs that are generally unobservable and typically reflect
management’s estimates of assumptions that market participants would use in pricing the asset or
liability. The market for assets and liabilities using level 3 measures is typically inactive.

NOTE 2 — CONCENTRATION OF CUSTODIAL CREDIT RISK

Habitat maintains its cash balances in one financial institution in which the balances are insured by the
Federal Deposit Insurance Corporation. At June 30, 2021, Habitat's bank balances at this institution
totaled $715,840 and its book balances were $789,032. At times the balances in these accounts
exceed insured balances. Habitat does not have a formal deposit policy for custodial credit risk. Habitat
has not experienced any losses on the uninsured cash balances and does not believe that it is exposed
to any significant risk in connection, therewith.

Concentrations of credit risk with respect to mortgages receivable are limited due to the collateral held
and the ability to reclaim, refurbish, and resale the home.

NOTE 3 - INVESTMENTS AT SPARTANBURG COUNTY FOUNDATION

The Bob Breitweiser Habitat for Humanity Fund is held and managed by the Foundation as component
funds for the benefit of Habitat. The Fund agreement calls for the principal and income of the fund to
be devoted to annual distributions for the purpose of providing the means necessary to change lives
by building decent affordable homes for families in need. The trust agreement grants variance power
to the Foundation. The Foundation maintains an investment pool of various mutual funds and managed
accounts. The investment pool is allocated to various sub-funds, including Habitat, based on a
percentage of ownership interest in the market value of the investment pool. Distributions are made
from the fund at the discretion of the Foundation.

The following table represents the investments that are measured at fair value on a recurring basis at
June 30, 2021 and 2020:

2021 Fair Value Lewel 1 Lewel 2 Lewel 3
Funds held at Spartanburg
County Foundation $ 99,255 $ - $ - 3 99,255
2020 Fair Value Lewel 1 Lewel 2 Lewel 3
Funds held at Spartanburg
County Foundation $ 80,503 % - $ - $ 80,503

Level 3 consists of investments which are part of the joint investment account of the Spartanburg
County Foundation and its fair value is based on the average value of the underlying investments
determined at least monthly.

(14)



HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 3 - INVESTMENTS AT SPARTANBURG COUNTY FOUNDATION - CONTINUED

Investment return is presented net of investment fees on the statement of activities. Changes in the
Foundation account for the years ended June 30, 2021 and 2020 were as follows:

2021 2020
Beginning Balance 3 80,503 3 79,779
Dividends and interest 1,296 1,284
Realized and unrealized gains (losses) 18,353 239
Investment fees (897) (799)
Ending Balance $ 99,255 $ 80,503

Gains and (losses) for the year ended June 30, 2021 of $ (142) realized and $18,495 unrealized and
for the year ended June 30, 2020 of $(283) realized and $522 unrealized are included in unrestricted
revenues, gains and other support and are reported in realized and unrealized gains (losses) on
investments on the statements of activities.

The Spartanburg County Foundation’s annual audited financial statements are available by contacting
the Spartanburg County Foundation at 424 East Kennedy Street, Spartanburg, SC 29302, (864) 582-
0138.

NOTE 4 - MORTGAGES RECEIVABLE

Mortgages receivable consist of non-interest bearing mortgages which are secured by real estate and
contracts for deed and are payable in monthly installments. Most of the mortgages and contracts have
original maturities ranging from 20 to 30 years and arose in connection with Habitat's homebuilding
initiatives in Spartanburg, South Carolina. The mortgages and contract receivables at June 30, 2021
and 2020 are as follows:

2021 2020
Receivables at face value $ 4,863,943 $ 4,641,171
Less unamortized discount at 7.39% to 8.5% (2,354,492) (2,234,176)

$ 2,509,451 $ 2,406,995

At June 30, 2021 these mortgages and contracts are receivable as follows:

Year Ended June 30,
2022 $ 275,083
2023 270,600
2024 260,898
2025 255,798
2026 252,002
Thereafter 3,549,562

$ 4,863,943

During the year ended June 30, 2021, three new non-interest bearing mortgage notes were accepted
with a face value of $572,003 and a discounted value of $292,923. In addition, $170,102 of mortgage
loan discount amortization was recognized as revenue in the statement of activities during the year
ended June 30, 2021.
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HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2021 AND 2020

NOTE 5 — HOME CONSTRUCTION COSTS

Costs incurred in conjunction with home construction are capitalized until completion of the home. Land
costs are allocated to homes once construction is substantially complete. Following is a summary of

home building activity:

2021 2020
Units Costs Units Costs
Homes under construction, beginning of period 3 $ 137,928 3§ 142,523
New homes started during the period and
additional construction costs 4 314,970 5 345,794
Homes transferred during the period 4) (309,370) (5) (350,389)
Homes under construction, end of period 3 $ 143,528 3 $ 137,928

NOTE 6 — LOAN SERVICING AGREEMENT

United Home Loan Service provides a range of services to include loan origination as well as servicing
mortgages after closing. United Home Loan Service collect payments for principal, taxes, insurance
and any other assessments. Amounts collected against the mortgage principal are remitted to Habitat
net of the loan servicing fees. Funds received on the account of the loan debtor for the purpose of
paying taxes, assessments, insurance premiums, or other similar purposes are retained and disbursed
by the Bank. Loan servicing fees for the years ended June 30, 2021 and 2020 totaled $13,865 and

$14,078, respectively.

NOTE 7 — NOTES PAYABLE

Notes payable at June 30, 2021 and 2020 consist of the following:

A mortgage with interest rate of prime plus 0.25% (but
not less than 3.75%). Monthly payments of $1,652,
including interest, are due through October 17, 2029.
Collateralized by land, building and equipment located
at 2270 South Pine Street, Spartanburg, South
Carolina.

A note with interest rate of 2% annually. Quarterly
payments of $2,152, including interest, are due
through October 22, 2022.

A promissory note with interest at a rate of 1%
annually. 17 monthly payments beginning November
18, 2020. Loan is up to 100% forgivable if the
proceeds are used to retain workers, maintain payroll,
or make mortgage, lease and utility payments under
the Paycheck Protection Program Rule.

Subtotal
Less current portion
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2021 2020
$ 158,869 $ 172,374
10,599 20,937
185,000 163,000
354,468 356,311
205,440 184,844

§ 149028 § 171,467




HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020
NOTE 7 — NOTES PAYABLE — CONTINUED

Future minimum principal payments over the next five years and in the aggregate are as follows:

Fiscal Year Ended

June 30,
2022 $ 205,440
2023 18,923
2024 15,210
2025 15,790
2026 16,393
Thereafter 82,712

$ 354,468

Interest expense on long term debt totaled $6,741 and $7,279 for the years ended June 30, 2021 and
2020, respectively.

Habitat secured a revolving line of credit in July 2020. The maximum amount that can be outstanding
is $150,000, secured by real estate on Pine Street. The variable interest rate applicable to outstanding
balances is the US prime index plus 1.54 points. The note matures July 20, 2022. There was no
outstanding balance on the line of credit as of June 30, 2021.

Paycheck Protection Program

Habitat Spartanburg applied for and received a $185,000 loan from the Paycheck Protection Program
(“PPP”), administered by the Small Business Association and provided by the CARES Act. The PPP
loan program also allows for the possibility of 100% forgiveness of the loan, if the proceeds are used
for specific purposes, such as payroll costs, utilities, rent and interest on mortgaged debt. In order to
qualify for the forgiveness component, at least 75% of the proceeds must be used on payroll costs.
Habitat has met the qualifications and fully expects the application for forgiveness to be approved.

NOTE 8 — COMPOSITION OF NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions are restricted for the following purposes:

Net Assets with Donor Restrictions: 2021 2020
Subject to expenditure for a specific purpose:

Home construction and repairs $ 294,318 $ 200,717
Una Light Project and education - 389
$ 294,318 3 201,106

Net assets released from donor restrictions by incurring expenses or satisfying restricted purposes are

as follows:

Releases from Restrictions: 2021 2020
Subject to expenditure for a specific purpose:

Home constructions and repairs $ 490,880 $ 193,923
Una Light Project and education 1,127 2,749

$ 492,007 $ 196,672
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HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 9 - RETIREMENT PLAN

Effective March 2015, Habitat established a SIMPLE IRA Plan which covers all employees who are
reasonably expected to receive at least $5,000 in compensation in the calendar year or who have
received at least $5,000 during any one prior calendar year. Habitat matches employee contributions
to the plan up to 3% of gross salaries. Plan expenses were $10,632 and $9,828 for the years ended
June 30, 2021 and 2020, respectively.

NOTE 10 — LEASES

Habitat entered into an operating truck lease with Ryder Truck Rental, Inc. on March 16, 2016, to lease
a 2017 Isuzu truck for use with its thrift store. The lease is for 78 months and requires a monthly
payment of $1,010 plus 9 cents per mile driven. Habitat is responsible for reimbursing Ryder for all
amounts it paid for licenses, taxes and permits on the vehicle which exceed the annual allowance
amount of $196. Ryder is responsible for maintenance and repairs.

Future minimum lease payments under the terms of the lease assuming a November delivery are as

follows:
Year Ended June 30
2022 $ 12,120
2023 3,030
$ 15,150

Total lease related payments during the year ended June 30, 2021 and 2020, were $14,742 and
$14,346, respectively.

Habitat entered into an operating lease with Marlin Leasing Corporation on March 9, 2018 to lease a
telecom system. The lease is for 60 months and requires a monthly payment of $392 per month.

Future minimum lease payments under the terms of the lease are as follows:
Year Ended June 30

2022 $ 4,704
2023 3,920
$ 8,624
Total lease related payments during the year ended June 30, 2021 and 2020 were $4,704, and $4,704,

respectively.
NOTE 11 - TRANSACTIONS WITH HABITAT FOR HUMANITY INTERNATIONAL

Habitat annually remits a portion of its contributions (excluding noncash contributions) to Habitat for
Humanity International. These funds are used to construct homes in economically depressed areas
around the world. For each of the years ended June 30, 2021 and 2020, Habitat contributed $10,000.
Such amounts are included in program services expense on the statements of activities.

In November 2013, Habitat for Humanity International (HFHI) adopted a policy, U.S. Stewardship and
Organizational Sustainability Initiative (US-SOSI), affecting its U.S. affiliated organizations of which
Habitat is one. The policy requires all affiliates to pay an annual US-SOSI fee which is determined by
population within the affiliate’s approved Geographic Service Area. The purpose is to generate a
revenue stream for HFHI to help offset a portion of the operational costs to assist U.S. affiliates and to
use in leveraging the strength of the many for the benefit of all. The fee is $15,000 annually. The fee
is invoiced at the beginning of the fiscal year, and is due by July 31.
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HABITAT FOR HUMANITY OF SPARTANBURG, INC.
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2021 AND 2020

NOTE 12 - NONRECURRING FAIR VALUE MEASUREMENTS

The fair value of land donated to Habitat for development is measured on a nonrecurring basis in the
year the land is donated. The valuation technique is considered a Level 3 valuation (significant
unobservable inputs) and is based on the current market value of other properties in the area and the
assessed tax values of the land donated as determined by the Spartanburg County Tax Assessor’s
office. There was no land donated in the year ended June 30, 2021. Three parcels of land were donated
and received during fiscal year 2020 with a fair value of $95,900.

NOTE 13 - NEIGHBORHOOD INITIATIVE PROGRAM

Effective May 8, 2015, Habitat entered into a Neighborhood Initiative Program (NIP) Award Agreement
with SC Housing Corp. (SCHC), the City of Spartanburg and four other partners each a nonprofit entity.
The SCHC will provide NIP funds to these organizations to be used to acquire and demolish blighted
residential structures. Habitat is eligible to receive up to $35,000 per home for four homes in the
Northside Area and four homes in the Southside area. As of June 30, 2021, Habitat had acquired nine
lots and demolished the structure on another lot it owned through this program. A total of $112,613
has been received from the City. There is a three-year forgivable mortgage on each property from the
date of the note modification agreement which is entered into once the demolition is complete that
requires Habitat to hold the land for three years before disposing of it. There were no purchases of
property with NIP funds in fiscal year 2021 or 2020, therefore no revenue was recorded for June 30,
2021 or 2020. None of the NIP revenue has been included in the restricted net assets or revenue with
donor restrictions due to the time restriction being satisfied or Habitat’s ability to get a waiver on the
three year holding period.

NOTE 14 - SPARTANBURG COUNTY HOME FUNDING

Spartanburg County Community Development Department granted Habitat $143,100 to construct two
homes in an unincorporated area of Spartanburg County. During the year ended June 30, 2021, the
homes were completed and sold.

NOTE 15 - LIQUIDITY

Habitat has $917,159 of financial assets that are available within one year of the statement of financial
position date to meet cash needs for general expenditures consisting of cash of $789,032, contributions
receivable of $28,872, and investments of $99,255. None of the financial assets are subject to donor
or other contractual restrictions that make them unavailable for general expenditure within one year of
the statement of financial position date. The contribution receivable is expected to be collected within
one year. Habitat does not have a set goal to maintain financial assets, which consist of cash and
investments on hand to meet 60 days of normal operating expenses, however, per their history, Habitat
comes very close to that standard. As part of Habitat’s liquidity management, it has a policy to structure
its financial assets to be available as its general expenditures, liabilities, and other obligations come
due.

NOTE 16 - SUBSEQUENT EVENTS

Subsequent events have been evaluated through December 21, 2021, which is the date the financial
statements were available to be issued.
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