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r k I ADVISORS for
WHAT'S NEXT

Independent Auditor's Report

To the Board of Directors
Habitat for Humanity of Franklin County
Chambersburg, Pennsylvania

Opinion

We have audited the accompanying financial statements of Habitat for Humanity of Franklin County
(the Organization), which comprise the statement of financial position as of December 31, 2022 and
2021, 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 financial statements referred to above present fairly, in all material respects, the
financial position of the Organization as of December 31, 2022 and 2021, 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. 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 the Organization 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.

Emphasis of Matter

As discussed in Note 2 to the financial statements, effective January 1, 2022, the Organization
adopted new accounting guidance under Accounting Standards Codification Topic 842, Leases. Our
opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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 the
Organization's ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.
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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 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, including omissions, 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, we:

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

¢ |dentify 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 the Organization's internal control.
Accordingly, no such opinion is expressed.

o 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.

o Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Organization'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.

KK P

February 13, 2024
Chambersburg, Pennsylvania



Habitat for Humanity of Franklin County

Statement of Financial Position

December 31,

2022 2021
Assets
Current Assets
Cash $ 1,254,184 $ 656,478
Cash - restricted - 20,309
Prepaid expenses 13,765 12,992
Escrow receivables 26,773 32,650
Inventory 214,295 221,592
Houses under construction 391,232 291,486
Mortgages receivable - current portion - net 62,685 59,716
Total Current Assets 1,962,934 1,295,223
Property and Equipment
Leasehold improvements 91,498 91,498
Construction equipment 21,851 14,560
Vehicles 36,530 -
Office equipment 11,821 11,821
Signage 15,017 15,017
Store equipment 11,491 11,491
188,208 144,387
Accumulated depreciation (108,081) (77,412)
Property and Equipment, Net 80,127 66,975
Other Assets
Mortgages receivable - net of current portion and discounts 1,507,142 1,406,741
Right-of-use assets - operating leases 902,775 -
Security deposits 6,822 6,822
Total Other Assets 2,416,739 1,413,563
Total Assets $ 4,459,800 $ 2,775,761

See accompanying notes. 3



Habitat for Humanity of Franklin County

Statement of Financial Position (continued)

December 31,

2022 2021
Liabilities and Net Assets
Current Liabilities
Accounts payable $ 21,478 $ 13,014
Current maturities of operating lease liabilities 81,071 -
Sales tax payable 7,715 6,052
Escrow liability 14,586 14,334
Accrued payroll and payroll taxes 30,529 18,929
Accrued interest 10,313 6,188
Accrued rent 53,656 39,656
Total Current Liabilities 219,348 98,173
Long-Term Liabilities
Note payable 149,900 149,900
Operating lease liabilities - net of current maturities 841,072 -
Total Long-Term Liabilities 990,972 149,900
Total Liabilities 1,210,320 248,073
Net Assets
Net assets without donor restrictions 3,249,480 2,527,688
Total Liabilities and Net Assets $ 4,459,800 $ 2,775,761

See accompanying notes. 4



Habitat for Humanity of Franklin County

Statement of Activities

Revenues
Non-cash donations
ReStore sales
Home sales
Contributions
Grant income
Imputed interest on mortgages receivable
Interest income
Miscellaneous

Total Revenues
Expenses
Program services
Supporting services
Management and general
Fundraising
Total Expenses
Changes in Net Assets

Net Assets at Beginning of Year

Net Assets at End of Year

See accompanying notes.

Year Ended December 31, 2022

Net Assets Net Assets
without Donor with Donor
Restrictions Restrictions Total
$ 1,635,169 $ - $ 1,635,169
1,607,927 - 1,607,927
609,000 - 609,000
425,411 - 425,411
70,000 - 70,000
53,178 - 53,178
3,268 - 3,268
2,113 - 2,113
4,406,066 - 4,406,066
3,389,343 - 3,389,343
208,062 - 208,062
86,869 - 86,869
3,684,274 - 3,684,274
721,792 - 721,792
2,527,688 - 2,527,688
$ 3,249,480 $ - $ 3,249,480
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Habitat for Humanity of Franklin County

Statement of Activities (continued)

Revenues
Non-cash donations
ReStore sales
Grant income
Contributions
Home sales
Imputed interest on mortgages receivable
Miscellaneous
Interest income

Total Revenues
Expenses
Program services
Supporting services
Management and general
Fundraising
Total Expenses
Changes in Net Assets

Net Assets at Beginning of Year

Net Assets at End of Year

See accompanying notes.

Year Ended December 31, 2021

Net Assets Net Assets
without Donor with Donor
Restrictions Restrictions Total
$ 1,265,304 $ - $ 1,265,304
1,164,542 - 1,164,542
180,348 - 180,348
149,695 - 149,695
132,000 - 132,000
52,562 - 52,562
1,892 - 1,892
187 - 187
2,946,530 - 2,946,530
2,162,802 - 2,162,802
109,354 - 109,354
100,047 - 100,047
2,372,203 - 2,372,203
574,327 - 574,327
1,953,361 - 1,953,361
$ 2,527,688 $ - $ 2,527,688
6



Habitat for Humanity of Franklin County

Statement of Functional Expenses

Cost of goods sold
Payroll expenses

Cost of home sales
Mortgage discounts
Rent

Advertising

Tithing - national
Vehicle expense
Insurance

Professional fees
Depreciation

Credit card fees
Supplies

Landfill fees

Utilities

Small equipment
Miscellaneous

Repairs

Licenses and filing fees
Office

Travel

Volunteer appreciation
Dues and subscriptions
Telephone

Printing and reproduction
Bank service charges
Interest expense
Fundraising expense
Postage and delivery

See accompanying notes.

Year Ended December 31, 2022

Supporting Services

Program Management

Services and General Fundraising Total
$ 1,608,372 $ - $ - $ 1,608,372
422,138 100,086 73,174 595,398
522,434 - - 522,434
265,257 - - 265,257
212,879 3,000 3,000 218,879
69,897 - - 69,897
51,122 - - 51,122
45,414 - - 45,414
9,300 27,031 1,612 37,943
9,799 21,811 - 31,610
29,150 1,519 - 30,669
28,022 - - 28,022
21,083 3,430 828 25,341
16,226 - - 16,226
15,233 - 667 15,900
14,169 - - 14,169
3,404 10,072 - 13,476
4,526 8,109 - 12,635
12,215 - - 12,215
- 10,729 - 10,729
4,992 3,739 1,235 9,966
9,900 - - 9,900
- 9,098 - 9,098
6,944 877 888 8,709
6,867 - - 6,867
- 4,436 - 4,436
- 4,125 - 4,125
- - 2,812 2,812
- - 2,653 2,653
$ 3,389,343 $ 208,062 $ 86,869 $ 3,684,274




Habitat for Humanity of Franklin County

Statement of Functional Expenses (continued)

Cost of goods sold
Payroll expenses

Cost of home sales
Mortgage discounts
Rent

Advertising

Tithing - national
Vehicle expense
Insurance

Professional fees
Depreciation

Credit card fees
Supplies

Landfill fees

Utilities

Small equipment
Miscellaneous

Repairs

Licenses and filing fees
Office

Travel

Volunteer appreciation
Dues and subscriptions
Telephone

Printing and reproduction
Bank service charges
Interest expense
Fundraising expense
Postage and delivery

See accompanying notes.

Year Ended December 31, 2021
Supporting Services
Program Management
Services and General Fundraising Total
$ 1,164,542 $ - $ - $ 1,164,542
382,562 17,765 86,392 486,719
141,354 - - 141,354
49,566 - - 49,566
200,995 16,800 - 217,795
44,149 - - 44,149
27,931 - - 27,931
25,339 - - 25,339
15,332 20,534 3,462 39,328
361 13,845 - 14,206
20,534 3,055 - 23,589
17,886 - - 17,886
9,881 1,119 4,588 15,588
9,579 - - 9,579
10,215 3,076 329 13,620
3,374 - - 3,374
2,697 545 - 3,242
4,471 3,073 - 7,544
16,886 - - 16,886
- 6,096 - 6,096
1,832 730 - 2,562
- 13,654 - 13,654
5,985 4,386 224 10,595
7,331 - 2,743 10,074
- 287 - 287
- 4,389 - 4,389
- - 982 982
- - 1,327 1,327
$ 2,162,802 $ 109,354 $ 100,047 $ 2,372,203




Habitat for Humanity of Franklin County

Statement of Cash Flows

Cash Flows from Operating Activities
Changes in net assets
Adjustments to reconcile changes in net assets to
net cash provided by operating activities
Depreciation
Mortgage discounts
Imputed interest on mortgages receivable
Amortization of right-of-use assets - operating lease
(Increase) decrease in assets
Prepaid expenses
Grants receivable
Escrow receivables
Inventory
Houses under construction
Mortgages receivable
Increase (decrease) in liabilities
Accounts payable
Operating lease liabilities
Sales tax payable
Escrow liability
Accrued payroll and payroll taxes
Accrued interest
Accrued rent

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities
Purchase of property and equipment

Net Cash Used in Investing Activities

Cash Flows from Financing Activities
Net repayments on line of credit

Net Cash Used in Financing Activities
Net Increase in Cash and Restricted Cash

Cash and Restricted Cash at Beginning of Year

Cash and Restricted Cash at End of Year

See accompanying notes. 9

Years Ended December 31,

2022 2021
$ 721,792 $ 574,327
30,669 23,589
265,257 49,566
(53,178) (52,562)

95,503 -
(773) (430)

- 32,500
5,877 (10,816)
7,297 (96,018)
(99,746) (52,565)
(315,449) (22,052)
8,464 (5,196)

(76,135) -

1,663 2,603

252 452
11,600 (6,071)

4,125 4,125

14,000 19,861

621,218 461,313
(43,821) (9,672)
(43,821) (9,672)
- (27,500)
- (27,500)

577,397 424,141
676,787 252,646

$ 1,254,184 $ 676,787




Habitat for Humanity of Franklin County

Statement of Cash Flows (continued)

Supplementary Cash Flows Information
Interest paid

Supplementary Schedule of Noncash Investing and
Financing Activities
A right-of-use assets and corresponding operating lease
liability recorded for building lease in conjunction with

the adoption of Accounting Standards Codification
Topic 842, Leases

See accompanying notes. 10

Years Ended December 31,

2022

2021

264

$

998,278

$




Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 1 - Nature of Operations

Habitat for Humanity of Franklin County (the Organization), formed in 1993, is a Christian
not-for-profit organization created to work with donors, volunteers, and homeowners to provide
decent affordable housing for those in need in Franklin County, and to make shelter a matter of
conscience with people in Franklin County. Additionally, the Organization operates a ReStore that
sells donated home goods and materials to the general public.

Note 2 - Summary of Significant Accounting Policies

A summary of the significant accounting policies consistently applied in the preparation of the
accompanying financial statements follows.

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and the disclosure of
contingent assets and liabilities, if any, at the date of the financial statements, and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Basis of Accounting

The financial statements of the Organization have been prepared on the accrual basis of
accounting and accordingly reflect all significant receivables, payables, and other liabilities.

Basis of Presentation

The Organization reports information regarding its financial position and activities according to
two classes of net assets that are based upon the existence or absence of restrictions on use that
are placed by its donors: net assets without donor restrictions and net assets with donor
restrictions. If a restriction is fulfilled in the same time period the contribution is received, the
Organization reports the support as without restrictions. The Organization had no net assets with
donor restrictions as of December 31, 2022 and 2021.

Cash

For purposes of the statement of cash flows, cash include all highly liquid investments with an
initial maturity of three months or less.

Inventory

Inventory, at the ReStore, consists of donated building materials and household appliances and
goods. Items are valued based on subsequent sales, which approximates fair value.

11



Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 2 - Summary of Significant Accounting Policies (continued)
Mortgages Receivable

The Organization has financed mortgages to homeowners, collateralized by first mortgages
recorded as liens against the properties sold to the homeowner by the Organization. A valuation
discount, based on the prime rate at date of purchase, has been recorded to reflect an interest
rate for valuation purposes. The Organization deems all receivables to be collectible.

Property and Equipment

Property and equipment is recorded at cost, or if donated, at fair value at the date of donation.
Depreciation is provided on the straight-line method over the estimated useful lives of the assets.
Expenditures for repairs and maintenance are charged to expense as incurred, whereas major
improvements are capitalized and recorded at cost.

Long-Lived Assets

Long-lived assets, other than those held for sale, are reviewed for impairment whenever events
or circumstances indicate that the carrying amount of the assets may not be recoverable. An asset
is considered to be impaired when the undiscounted estimated net cash flows to be generated by
the asset are less than the carrying amount. The impairment recognized is the amount by which
the carrying amount exceeds the fair value amount. Fair value estimates are based on
assumptions concerning the amount and timing of the estimated future cash flows and discount
rates reflecting varying degrees of perceived risk. Management of the Organization concluded
that no impairment adjustments were required during the years ended December 31, 2022 or
2021.

Houses under Construction

All costs related to each project are recorded as houses under construction. As the homes are
sold, the accumulated costs for the homes are removed from houses under construction.

Escrow Liability

The Organization collects funds from the homeowners and holds them in escrow. Payments are
made on behalf of the homeowners for real estate taxes and homeowners insurance on a
semi-annual and annual basis, respectively.

Sales Tax

The Organization collects sales tax. The amount received is recorded in a liability account and as
payments are made, the liability is reduced.

12



Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 2 - Summary of Significant Accounting Policies (continued)
Revenue Recognition
The Organization recognizes revenue in accordance with Accounting Standards Codification

(ASC) Topic 606, Revenue from Contracts with Customers, which provides a five-step model for
recognizing revenue from contracts with customers as follows:

Identify the contract with a customer;

¢ |dentify the performance obligations in the contract;

o Determine the transaction price;

e Allocate the transaction price to the performance obligations in the contract; and
e Recognize revenue when or as performance obligations are satisfied.

The Organization recognizes revenue from homebuilding activities at a point in time, when closing
occurs, legal title transfers to the customer, and the Organization has the right to payment for the
transferred asset. During construction, all costs related to acquisition and construction are
capitalized. Capitalized costs are charged to earnings upon closing. Revenues from ReStore
sales are recognized at the point of sale.

Contributions are recognized when cash, or other assets, an unconditional promise to give, or
notification of a beneficial interest is received. Conditional promises to give are not recognized
until the conditions on which they depend have been substantially met or the donor has explicitly
released the restriction. Imputed interest on mortgages receivable is recognized over the term of
the mortgage.

Donated Materials

Donated materials for construction projects are recorded as non-cash contributions in the
statement of activities. They are recorded at fair market value.

Donated Services

The contribution of services are recognized if the services received (a) create or enhance
non-financial assets or (b) require specialized skills that are provided by individuals processing
those skills and would typically need to be purchased if not provided by donation. The
Organization receives donated services from unpaid volunteers assisting the Organization with
the construction and renovation of the homes. This volunteer time is not recognized in the
accompanying statement of activities, because these services do not meet the criteria for
recognition as contributed services.

Home Sales
Home sales are recorded at the contract price. Non-interest bearing mortgages have been

discounted based upon the prime rate at the inception of the mortgage. The discount will be
recognized over the term of the mortgage.

13



Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 2 - Summary of Significant Accounting Policies (continued)
Advertising Costs
Advertising and marketing costs are expensed as incurred.
Income Taxes

The Organization is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code (IRC). In addition, the Organization has been determined by the Internal Revenue
Service (IRS) not to be a "private foundation" within the meaning of Section 509(a) of the IRC.

The Organization is subject to potential examination by the IRS and various state taxing
authorities. However, the Organization is not currently under audit nor has the Organization been
contacted by any of these jurisdictions. Management believes the Organization is no longer
subject to tax examination for years prior to 2019. The Organization has evaluated its tax positions
for all open tax years and management believes all material tax positions taken would be upheld
under examination. Therefore, no provision for the effects of uncertain tax positions has been
recorded for the years ended December 31, 2022 and 2021. If assessed, the Organization
classifies any interest and penalties recognized with a tax position as expenses.

Expense Allocation

Directly identifiable expenses are charged to program services. Expenses related to more than
one function are allocated to program services using allocation rates. Supporting services
expenses include those expenses that are not directly identifiable with any other specific function
but provide for the overall support and direction of the Organization.

Right-of-Use Assets and Liabilities

In February 2016, the Financial Accounting Standards Board (FASB) issued ASC Topic 842,
Leases, to increase transparency and comparability among organizations related to their leasing
arrangements. The update requires lessees to recognize most leases on their statement of
financial position as a right-of-use (ROU) asset representing the right to use an underlying asset
and a lease liability representing the obligation to make lease payments over the lease term,
measured on a discounted basis. Topic 842 also requires additional disclosure of key quantitative
and qualitative information for leasing arrangements. Similar to the previous lease guidance, the
update retains a distinction between finance leases (similar to capital leases in Topic 840, Leases)
and operating leases, with classification affecting the pattern of expense recognition in the
statement of activities. The Organization adopted Topic 842 on January 1, 2022, using the
optional transition method to the modified retrospective approach, which eliminates the
requirement to restate the prior-period financial statements. Under this transition provision, the
Organization has applied Topic 842 to reporting periods beginning on January 1, 2022, while prior
periods continue to be reported and disclosed in accordance with the Organization's historical
accounting treatment under ASC Topic 840, Leases.

The Organization elected the "package of practical expedients" under the transition guidance
within Topic 842, in which the Organization does not reassess (a) the historical lease
classification, (b) whether any existing contracts at transition are or contain leases, or (c) the initial
direct costs for any existing leases. The Organization has not elected to adopt the "hindsight"
practical expedient and, therefore, will measure the ROU asset and lease liability using the
remaining portion of the lease term upon adoption of ASC 842 on January 1, 2022.

14



Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 2 - Summary of Significant Accounting Policies (continued)
Right-of-Use Assets and Liabilities (continued)

The Organization determines if an arrangement is or contains a lease at inception, which is the
date on which the terms of the contract are agreed to, and the agreement creates enforceable
rights and obligations. A contract is or contains a lease when (i) explicitly or implicitly identified
assets have been deployed in the contract and (ii) the Organization obtains substantially all of the
economic benefits from the use of that underlying asset and directs how and for what purpose
the asset is used during the term of the contract. The Organization also considers whether its
service arrangements include the right to control the use of an asset. The Organization made an
accounting policy election available under Topic 842 not to recognize ROU assets and lease
liabilities for leases with a term of 12 months or less. For all other leases, ROU assets and lease
liabilities are measured based on the present value of future lease payments over the lease term
at the commencement date of the lease (or January 1, 2022, for existing leases upon the adoption
of Topic 842). The ROU assets also include any initial direct costs incurred and lease payments
made at or before the commencement date and are reduced by any lease incentives. To
determine the present value of lease payments, the Organization made an accounting policy
election available to nonpublic companies to utilize a risk-free borrowing rate, which is aligned
with the lease term at the lease commencement date (or remaining term for leases existing upon
the adoption of Topic 842).

Future lease payments may include fixed rent escalation clauses or payments that depend on an
index (such as the consumer price index), which is initially measured using the index or rate at
lease commencement. Subsequent changes of an index and other periodic market-rate
adjustments to base rent are recorded in variable lease expense in the period incurred. Residual
value guarantees or payments for terminating the lease are included in the lease payments only
when it is probable they will be incurred.

Adoption of Topic 842 resulted in the recording of an additional ROU asset and lease liability
related to the Organization's operating leases of $998,278 at January 1, 2022. The adoption of
the new lease standard did have a material impact on the statement of financial position, but did
not materially impact the change in net assets or cash flows and did not result in a
cumulative-effect adjustment to the opening balance of retained earnings.

Contributed Nonfinancial Assets

In September 2020, FASB issued Accounting Standards Update (ASU) 2020-07, Not-for-Profit
Entities (Topic 958): Presentation and Disclosure by Not-for-Profit Entities for Contributed
Nonfinancial Assets, which requires not-for-profit entities to present contributed nonfinancial
assets as a separate line item in the statement of activities, apart from contributions of cash and
other financial assets. Also, this ASU requires disclosure of a disaggregation of the amount of
contributed nonfinancial assets by category that depicts the type of contributed nonfinancial
assets as well as additional information around valuation and usage of the contributed
nonfinancial assets. The amendments in this standard should be applied on a retrospective basis
and are effective for annual periods beginning after June 15, 2021, and interim periods within
annual periods beginning after June 15, 2022. During the year ended December 31, 2022, the
Organization implemented the provisions of this standard.

15



Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 3 - Concentration of Credit Risk

The Organization maintains its cash balances at Truist and F&M Trust. The balances, at times,
are periodically in excess of the $250,000 limit insured by the Federal Deposit Insurance
Corporation. As of December 31, 2022 and 2021, the Organization did not have any balances
exceeding the insured limit.

Note 4 - Cash and Restricted Cash

The Organization has cash in a restricted account for escrow deposits. Cash consists of the
following as of December 31:

2022 2021
Cash $ 1,254,184 $ 656,478
Restricted cash - 20,309

$ 1,254,184 $ 676,787

Note 5 - Mortgages Receivable

Mortgages receivable consist of the following as of December 31:

Discount
Rate Collateral 2022 2021

Represents a 240-month mortgage
note receivable dated December
2006 in the original amount of
$73,000. The loan requires
monthly principal payments of
$304 8.25% Residence $ 15,193 $ 20,066

Represents a 240-month mortgage
note receivable dated October
2001 in the original amount of
$55,190. The loan requires
monthly principal payments of
$229 5.50% Residence 5,373 6,060

Represents a 300-month mortgage
note receivable dated February
2016 in the original amount of
$127,980. The loan requires
monthly principal payments of
$427 3.50% Residence 94,264 98,503

16



Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 5 - Mortgages Receivable (continued)

Represents a 293-month mortgage
note receivable dated November
1998 in the original amount of
$53,600. The loan required
monthly principal payments of
$183

Represents a 300-month mortgage
note receivable dated October
1999 in the original amount of
$55,000. In October 2022, unpaid
escrow balances were added to
the principal balance outstanding
and maturity was extended
through December 2032. The loan
requires monthly principal
payments of $229

Represents a 360-month mortgage
note receivable dated December
2021 in the original amount of
$137,043. The loan requires
monthly principal payments of
$381

Represents a 240-month mortgage
note receivable dated August
2005 in the original amount of
$68,900. The loan requires
monthly principal payments of
$287

Represents a 300-month mortgage
note receivable dated November
2013 in the original amount of
$80,000. The loan requires
monthly principal payments of
$267

Represents a 240-month mortgage
note receivable dated September
2017 in the original amount of
$117,956. The loan requires
monthly principal payments of
$491

Represents a 300-month mortgage
note receivable dated February
2015 in the original amount of
$112,830. The loan requires
monthly principal payments of
$376

17

Discount
Rate Collateral 2022 2021
7.75% Residence $ - $ 1,188
8.25% Residence 27,007 16,723
3.25% Residence 132,855 137,043
6.50% Residence 9,358 12,526
3.25% Residence 50,926 54,409
4.25% Residence 87,312 93,214
3.25% Residence 77,855 82,368



Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 5 - Mortgages Receivable (continued)

Discount
Rate Collateral 2022 2021

Represents a 360-month mortgage
note receivable dated August
2016 in the original amount of
$130,000. The loan requires
monthly principal payments of
$366 3.50% Residence $ 102,996 $ 107,320

Represents a 180-month mortgage
note receivable dated December
2010 in the original amount of
$48,650. The loan required
monthly principal payments of
$271 3.25% Residence - 1,627

Represents a 360-month mortgage
note receivable dated December
2022 in the original amount of
$202,102. The loan requires
monthly principal payments of
$561 7.00% Residence 202,102 -

Represents a 180-month mortgage
note receivable dated June 2020
in the original amount of $37,431.
The loan required monthly
principal payments of $208 3.25% Residence - 33,967

Represents a 360-month mortgage
note receivable dated November
2019 in the original amount of
$140,254. The loan requires
monthly principal payments of
$390 4.75% Residence 132,536 135,643

Represents a 240-month mortgage
note receivable dated November
2014 in the original amount of
$86,686. The loan requires
monthly principal payments of
$361 3.25% Residence 42,406 46,798

Represents a 264-month mortgage
note receivable dated October
2015 in the original amount of
$123,090. The loan requires
monthly principal payments of
$466 3.25% Residence 81,666 87,261

Represents a 360-month mortgage
note receivable dated July 2002 in
the original amount of $64,200.
The loan requires monthly
principal payments of $178 4.75% Residence 18,079 20,185
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Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 5 - Mortgages Receivable (continued)

Discount
Rate Collateral 2022 2021

Represents a 300-month mortgage
note receivable dated July 2018 in
the original amount of $125,487.
The loan requires monthly
principal payments of $418 5.00% Residence $ 103,736 $ 108,755

Represents a 300-month mortgage
note receivable dated November
2018 in the original amount of
$114,401. The loan requires
monthly principal payments of
$381 5.25% Residence 96,265 100,455

Represents a 360-month mortgage
note receivable dated September
2016 in the original amount of
$128,324. The loan requires
monthly principal payments of
$356 3.50% Residence 100,930 105,225

Represents a 360-month mortgage
note receivable dated April 2006
in the original amount of $66,100.
The loan requires monthly
principal payments of $184 7.75% Residence 35,976 37,577

Represents a 360-month mortgage
note receivable dated December
2019 in the original amount of
$108,522. The loan requires
monthly principal payments of
$301 4.75% Residence 94,403 97,982

Represents a 300-month mortgage
note receivable dated August
2009 in the original amount of
$72,000. The loan requires
monthly principal payments of
$240 3.25% Residence 30,828 33,691

Represents a 360-month mortgage
note receivable dated August
2020 in the original amount of
$124,431. The loan requires
monthly principal payments of
$346 3.25% Residence 115,652 120,195

Represents a 300-month mortgage
note receivable dated November
2011 in the original amount of
$70,805. The loan requires
monthly principal payments of
$236 3.25% Residence 39,543 42,385
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Notes to Financial Statements
December 31, 2022 and 2021

Note 5 - Mortgages Receivable (continued)

Discount
Rate Collateral 2022 2021

Represents a 360-month mortgage
note receivable dated October
2022 in the original amount of
$218,513. The loan requires
monthly principal payments of
$607 6.25% Residence $ 217,906 $ -

Represents a 360-month mortgage
note receivable dated November
2018 in the original amount of
$114,640. The loan requires
monthly principal payments of
$318 5.25% Residence 105,582 105,900

Represents a 360-month mortgage
note receivable dated December
2020 in the original amount of
$128,363. The loan requires
monthly principal payments of
$357 3.25% Residence 118,603 123,887

Represents a 360-month mortgage
note receivable dated March 2022
in the original amount of $76,318.
The loan requires monthly
principal payments of $212 3.25% Residence 74,410 -

Represents a 240-month mortgage
note receivable dated December
2006 in the original amount of
$73,000. The loan requires
monthly principal payments of
$304 8.25% Residence 17,665 20,858

Represents a 240-month mortgage
note receivable dated October
2010 in the original amount of
$82,125. The loan requires
monthly principal payments of
$343. In December 2012, an
additional $15,000 was loaned on
the mortgage for sewer
improvements 3.25% Residence 58,548 61,513

Represents a 300-month mortgage
note receivable dated November
2017 in the original amount of
$184,298. The loan requires
monthly principal payments of
$614 4.25% Residence 146,824 154,811
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Habitat for Humanity of Franklin County

Notes to Financial Statements
December 31, 2022 and 2021

Note 5 - Mortgages Receivable (continued)

Discount
Rate Collateral 2022 2021
Represents a 240-month mortgage
note receivable dated January
2013 in the original amount of
$80,000. The loan required
monthly principal payments of
$333 3.25% Residence $ - $ 49,714
Represents a 240-month mortgage
note receivable dated September
2013 in the original amount of
$72,000. The loan requires
monthly principal payments of
$300 3.25% Residence 38,799 42,400
2,475,598 2,160,149
Discount (905,771) (693,692)
1,569,827 1,466,457
Current portion (62,685) (59,716)

$ 1,507,142 $ 1,406,741

All mortgages maintain a zero percent interest rate.

At times the mortgagee's escrow balance reaches a deficit balance and that balance is added to
the mortgage balance. This does not result in an increase in monthly principal payments.

In addition, the Organization has obtained second mortgages on most of the properties in which
they have a mortgage receivable. The second mortgages have the same term as the first
mortgages. For each month that a payment is made on the first mortgage, a payment on the
second mortgage is forgiven. If all payments are made on the first mortgage, no payments are
required under the second mortgage.

Note 6 - Non-Cash Donations

In-kind contributions consist of the following for the years ended December 31:

2022 2021
Donated ReStore items $ 1,600,630 $ 1,260,560
Donated construction materials and labor 34,539 4,744

$ 1,635,169 $ 1,265,304

Donated ReStore items are valued using prices of similar products using pricing data under a
"like-kind" methodology considering the goods' condition and utility for use at the time of the
contribution. Donated ReStore items are resold to the general public.
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Notes to Financial Statements
December 31, 2022 and 2021

Note 6 - Non-Cash Donations (continued)

Donated construction materials and labor are valued based on estimated costs the Organization
would be required to pay for the goods or services donated. Donated construction materials and
labor are used in the construction of houses for sale.

There are no associated donor restrictions related to in-kind contributions during the years ended
December 31, 2022 and 2021.

Note 7 - Lines of Credit

The Organization has an outstanding line of credit from Truist that provides a borrowing limit of
$50,000. The line carries a rate at The Wall Street Journal Prime Rate, with a minimum of 4.00%.
The line must be rested for thirty consecutive days per year. There was no balance on the line of
credit at December 31, 2022 and 2021.

The Organization also has an outstanding line of credit from F&M Trust that provides a borrowing
limit of $100,000. The line carries a rate at The Wall Street Journal Prime Rate, with a minimum
of 4.00%. There was no balance on the line of credit at December 31, 2022 and 2021.

Note 8 - Note Payable

On July 9, 2020 the Organization obtained an Economic Injury Disaster Loan from the United
States Small Business Administration in the amount of $150,000. The note bears a fixed interest
rate of 2.75%. The Organization will begin making payments of $641 on January 9, 2023 and will
end in 2050. The loan proceeds must be used for working capital to alleviate economic injury
caused by the COVID-19 pandemic.

Future principal maturities on the note payable are as follows:

2023 $ -
2024 -
2025 -
2026 3,473
2027 3,712
Thereafter 142,715

Note 9 - Lease Commitments

On June 1, 2016, the Organization entered into a non-cancelable operating lease for office space
for one year. The lease automatically renews for a one-year period unless either party terminates
the lease 60 days prior to the end of the term, which the Organization has anticipated renewing
through 2026.

On April 7, 2016, the Organization entered into a non-cancelable operating lease for storage
space for one year. The lease automatically renews for a one-year period unless either party
terminates the lease 60 days prior to the end of the term. This lease is treated as a short-term
lease as the Organization does not expect to renew past 12 months.
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Notes to Financial Statements
December 31, 2022 and 2021

Note 9 - Lease Commitments (continued)

On November 15, 2018, the Organization entered into a non-cancelable operating lease for the
ReStore building, which began on November 15, 2018 and is set to expire on August 31, 2024
with options to renew through August 2033. The lease contains minimum monthly payments
ranging from $1,439 to $7,896. In addition, the lease has variable payments based on ReStore
profits with a maximum monthly payment can not exceed $11.25 per square foot, which currently
would be $180,664 per year.

The components of lease expense are as follows for the year ended December 31, 2022:

Operating lease cost $ 95,355
Variable lease costs 72,066
Short-term lease cost 35,448
CAM charges 16,010
Total Lease Cost $ 218,879

Weighted-Average Remaining Lease Term
Operating leases 10.17 Years

Weighted-Average Discount Rate
Operating leases 2.00%

Future undiscounted cash flows for each of the next five years and thereafter and a reconciliation
to the lease liabilities recognized on the statement of financial position are as follows as of
December 31, 2022:

Operating
Leases

2023 $ 98,567
2024 102,046
2025 104,723
2026 104,723
2027 88,061
Thereafter 526,226
Total lease payment 1,024,346
Imputed interest (102,203)
Total Present Value of Lease Liabilities $ 922,143
Current portion of obligations under operating leases $ 81,071
Long-term portion of obligations under operating leases 841,072
$ 922,143
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December 31, 2022 and 2021

Note 10 - Restore Facility

The Organization has a ReStore facility which accepts donated home improvements and home
furnishing items and sells them for amounts below market value. A summary of the ReStore
transactions consist of the following for the years ended December 31:

2022 2021
Donations $ 1600630 $ 1,260,560
Sales 1,607,927 1,164,542
Cost of sales (1,608,372) (1,164,542)
Gross Profit 1,600,185 1,260,560
Store Operating Expenses

Compensation 308,669 289,231
Rent expense 195,351 199,347
Other expenses 194,974 147,193
Advertising 56,501 39,056
Vehicle expense 42,811 24,491
Depreciation 20,132 20,534
Total Operating Expenses 818,438 719,852

Net Profit $ 781,747 $ 540,708

Note 11 - Retirement Plan

The Organization has a SIMPLE IRA that covers substantially all full-time employees. Eligible
employees have the right to make elective contributions, subject to annual limits detailed in the
IRC. The Organization has elected to make matching contributions up to 3% of compensation.
The employer contribution to the plan for the years ended December 31, 2022 and 2021
amounted to $14,843 and $11,070, respectively.

Note 12 - Contingencies

The Organization received grant funding for the purchase and renovation of property to be sold
to a qualified, low-income person/family. If the property is sold by the owner/occupant during the
affordability period of 15 years certain requirements and restrictions apply. If the property is sold
within the affordability period the owner/occupant must (i) sell on the open market, in which the
proceeds will be used to satisfy the mortgage and any other expenses initially incurred, (ii) sell to
another qualified, low-income person/family, or (iii) the Organization may purchase the property
back, in which the sale price will be the same as the amount of the balance due on the first
mortgage.
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December 31, 2022 and 2021

Note 13 - Liquidity

The following reflects the Organization's financial assets as of the statement of financial position
date, reduced by amounts not available for general use because of contractual or donor-imposed

restrictions within one year of the statement of financial position date.

2022 2021
Financial assets at year end $ 2,850,784 $ 2,155,585
Less those unavailable for general expenditures within
one year, due to
Escrow funds - restricted cash - 20,309
Mortgage receivable in greater than one year 1,507,142 1,406,741
Financial Assets Available to Meet Cash
Needs for General Expenditures within
One Year $ 1,343,642 $ 728,535

As part of the Organization'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. In the event
of an unanticipated liquidity need, the Organization could draw upon $150,000 of available lines

of credit (as further discussed in Note 7).

Note 15 - Subsequent Events

The Organization has evaluated subsequent events through February 13, 2024. This date is the
date the financial statements were available to be issued. The following material event

subsequent to December 31, 2022 was noted:

In April 2023, the Organization entered into a lease agreement for storage space in
Shippensburg, Pennsylvania. The lease is for six years and requires monthly payments

ranging from $2,750 to $4,140 per month.

No other material events subsequent to December 31, 2022 were noted.
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