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500 Chestnut Street, Suite 1645
Abilene, TX 79602

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
Habitat for Humanity Abilene, Inc.
Abilene, Texas

Opinion

We have audited the accompanying financial statements of Habitat for Humanity Abilene, Inc. (a nonprofit
organization), which comprise the statements of financial position as of June 30, 2025 and 2024, 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
Habitat for Humanity Abilene, Inc. as of June 30, 2025 and 2024, 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 Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Habitat for Humanity of Abilene, Inc.
and to meet our other ethical responsibilities in accordance with the relevant ethical requirements relating to our audit.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America, 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 Abilene, Inc.’s ability to continue as
a going concern within one year after the date that the financial statements are available to be issued.

Auditors’ 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 auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore it 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.
o 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.
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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 Abilene, 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 Abilene, 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.
/@V@J/M W%D ,P.C,

MERRITT, MCLANE & HAMBY, P.C.

September 4, 2025
Abilene, Texas
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HABITAT FOR HUMANITY ABILENE, INC.
STATEMENTS OF FINANCIAL POSITION

June 30, 2025 and 2024

ASSETS
CURRENT ASSETS:
Cash
Accounts receivable
Prepaid expense
Mortgage notes receivable - current portion
Construction in process
Inventory
Restricted cash - house sponsorship and education materials
Total current assets

FIXED ASSETS:
Property and equipment
Less: accumulated depreciation
Total fixed assets

MORTGAGE ASSETS:
Mortgage notes receivable - net of current portion
Less: Unamortized discount on mortgage notes
Total mortgage notes - net of discount

OTHER ASSETS:
Mortgage escrow deposits
Land held for development
Total other assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Accounts payable
Accrued liabilities
Escrow deposits
Current portion of long-term debt
Total current liabilities

LONG-TERM LIABILITIES:
Compensated absences
Long-term debt, less current portion
Total long-term liabilities

Total liabilities

NET ASSETS:
Without donor restrictions
With donor restrictions
Total net assets

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of this statement.
3.

$

2025 2024
180,992 $ 297,552
4,126 7,006
2,911
155,249 137,393
198,670 271,297
27,423 19,808
115,278
569,371 848,334
534,662 534,662
(404,996) (390,901)
129,666 143,761
1,901,290 1,457,621
(1,100,270) (864,924)
801,020 592,697
14,857 15,527
111,759 43,266
126,616 58,793
1,626,673 $ 1,643,585
23,180 $ 44,570
16,026 10,004
14,857 15,527
7,737 30,982
61,300 101,083
5,718 5,718
53,149 18,044
58,867 23,762
120,667 124,845
1,506,006 1,403,462
115,278
1,506,006 1,518,740
1,626,673 $ 1,643,585




HABITAT FOR HUMANITY ABILENE, INC.
STATEMENTS OF ACTIVITIES
Years Ended June 30, 2025 and 2024

Net assets without restrictions 2025 2024
Public support:
Contributions $ 229,875 $ 90,519
In-kind contributions-service 9,035 35,943
In-kind contributions-material 1,873 5,348
Sponsorships 2,500 5,000
Grants 151,220 86,210
Total public support 394,503 223,020
Operating revenue:
House sales 716,400 530,800
Mortgage discount amortization (235,346) (20,293)
ReStore sales 329,749 329,818
Interest income 1,481 958
Loan origination fees 6,413
Loss on disposal of assets (3,876)
Silent second mortgage 61,000
Other revenue 18,623 16,776
Net assets released from restriction 115,278 50,000
Total operating revenue 952,598 965,183
Total revenue 1,347,101 1,188,203
EXPENSES:
Program services:
Construction 612,839 486,120
ReStore 239,745 206,425
Family services 88,447 82,173
Mortgage 96,357 92,666
Total program services 1,037,388 867,384
Supporting services:
Management and general 77,055 67,698
Fundraising 130,114 111,055
Total supporting services 207,169 178,753
Total expenses 1,244,557 1,046,137
Change in net assets without restrictions 102,544 142,066
Net assets with restrictions
Contributions 105,000
Net assets released from restriction (115,278) (50,000)
Change in net assets with restrictions (115,278) 55,000
Change in net assets (12,734) 197,066
NET ASSETS AT BEGINNING OF PERIOD 1,518,740 1,321,674
NET ASSETS AT END OF PERIOD $ 1,506,006 $ 1,518,740

The accompanying notes are an integral part of this statement.
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HABITAT FOR HUMANITY ABILENE, INC.
STATEMENT OF FUNCTIONAL EXPENSES
Year Ended June 30, 2025

Program Services

Family
Construction ReStore Services Mortgage Total
PAYROLL RELATED EXPENSES:

Salaries $ 55,648 $§ 135,147 $ 51,674 $ 59,623 § 302,092
Payroll taxes 4214 10,237 3,913 4,515 22,879
Health insurance 3,462 8,406 3,214 3,709 18,791
Retirement 445 1,081 413 477 2,416
Workers compensation insurance 1,392 835 139 2,366
Total Payroll expenses 65,161 155,706 59,353 68,324 348,544

OTHER EXPENSES
Building materials and supplies 509,033 509,033
Homeowner services 608 608
Advertising and promotion 1,498 4,161 666 582 6,907
Telephone and utilites 5,789 8,684 5,789 2,894 23,156
Interest 1,512 1,512
Repairs and maintenance 1,809 5,025 804 704 8,342
Vehicle 5,875 7,756 1,410 1,410 16,451
Insurance 4,828 13,410 2,146 1,878 22,262
Equipment and tools 1,249 3,470 555 486 5,760
Office supplies 925 925 2,774 925 5,549
Dues and subscriptions 2,026 5,626 900 788 9,340
Miscellaneous 1,210 3,360 538 471 5,579
Printing and stationary 405 404 608 810 2,227
Professional fees 8,885 24,679 3,949 3,455 40,968
Postage 624 624 1,873 624 3,745
Volunteer expenses 424 424
Conferences and meetings 1,688 1,689 5,064 1,688 10,129

Affiliate payments

Special events, net
Closing costs 8,396 8,396

Total other expenses

before depreciation 546,268 79,813 27,684 26,623 680,388
Depreciation 1,410 4,226 1,410 1,410 8,456
TOTAL FUNCTIONAL EXPENSES $ 612,839 § 239,745 § 88,447 $ 96,357 § 1,037,388

The accompanying notes are an integral part of this statement.



Supporting Services

Management Total
and Supporting
General Fundraising Services Total
39,749 § 55,648 $ 95,397 § 397,489
3,010 4,214 7,224 30,103
2,473 3,462 5,935 24,726
318 445 763 3,179
139 278 417 2,783
45,689 64,047 109,736 458,280
509,033
608
582 832 1,414 8,321
2,894 2,894 5,788 28,944
1,512
704 1,005 1,709 10,051
7,050 7,050 23,501
1,878 2,682 4,560 26,822
486 694 1,180 6,940
925 2,774 3,699 9,248
788 1,125 1,913 11,253
471 672 1,143 6,722
608 1,215 1,823 4,050
3,455 4,936 8,391 49,359
624 1,873 2,497 6,242
106 106 530
1,688 5,064 6,752 16,881
4,100 4,100 4,100
7,934 31,735 39,669 39,669
8,396
27,137 64,657 91,794 772,182
4,229 1,410 5,639 14,095

77,055 § 130,114 ' $ 207,169 $ 1,244,557




HABITAT FOR HUMANITY ABILENE, INC.
STATEMENT OF FUNCTIONAL EXPENSES
Year Ended June 30, 2024

Program Services

Family
Construction ReStore Services Mortgage Total
PAYROLL RELATED EXPENSES:
Salaries $ 49,222 $ 119,538 $ 45,706 $ 52,738 § 267,204
Payroll taxes 3,931 9,544 3,650 4211 21,336
Health insurance 3,728 9,054 3,462 3,995 20,239
Retirement 515 1,248 478 551 2,792
Workers compensation insurance 2,584 1,550 258 4,392
Total Payroll expenses 59,980 140,934 53,554 61,495 315,963
OTHER EXPENSES
Building materials and supplies 395,444 395,444
Homeowner services 1,216 1,216
Advertising and promotion 1,703 4,733 757 662 7,855
Telephone and utilites 6,874 10,310 6,874 3,437 27,495
Interest 3,055 3,055
Repairs and maintenance 1,719 4,776 764 669 7,928
Vehicle 2,416 3,188 580 580 6,764
Insurance 3,072 8,534 1,365 1,195 14,166
Equipment and tools 1,212 3,367 539 471 5,589
Office supplies 2,552 2,552 7,656 2,552 15,312
Dues and subscriptions 2,687 7,464 1,194 1,045 12,390
Miscellaneous (32) (88) (14) (12) (146)
Printing and stationary 25 22 37 49 133
Professional fees 5,334 14,817 2,371 2,074 24,596
Postage 662 661 1,985 662 3,970
Volunteer expenses 360 360
Conferences and meetings 591 593 1,774 591 3,549
Affiliate payments
Special events, net
Closing costs 12,620 12,620
Total other expenses
before depreciation 424,619 60,929 27,098 29,650 542,296
Depreciation 1,521 4,562 1,521 1,521 9,125
TOTAL FUNCTIONAL EXPENSES $ 486,120 § 206,425 $ 82,173 § 92,666 $ 867,384

The accompanying notes are an integral part of this statement.



Supporting Services

Management Total
and Supporting
General Fundraising Services Total

35,159 49,222 ' $ 84,381 $ 351,585
2,808 3,931 6,739 28,075
2,663 3,728 6,391 26,630
368 515 883 3,675
258 517 775 5,167
41,256 57,913 99,169 415,132
395,444

1,216

662 946 1,608 9,463
3,437 3,437 6,874 34,369
3,055

669 955 1,624 9,552
2,899 2,899 9,663

1,195 1,707 2,902 17,068
471 673 1,144 6,733
2,552 7,656 10,208 25,520
1,045 1,493 2,538 14,928
(12) (18) (30) (176)

37 75 112 245
2,074 2,962 5,036 29,632
662 1,985 2,647 6,617
90 90 450

591 1,774 2,365 5,914
2,250 2,250 2,250
6,247 24,987 31,234 31,234
12,620

21,880 51,621 73,501 615,797
4,562 1,521 6,083 15,208
67,698 111,055 178,753 ' $ 1,046,137




HABITAT FOR HUMANITY ABILENE, INC.
STATEMENTS OF CASH FLOWS
Years Ended June 30, 2025 and 2024

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $
Adjustments to reconcile change in net assets

to net cash used in operating activities:
Amortization of mortgage discounts
Depreciation
Decrease (Increase) in:
Accounts receivable
Prepaid expense
Inventory
(Decrease) Increase in:
Accounts payable
Other current liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Mortgage loans advanced
Mortgage loans repaid
Construction in process
Property held for development/sale
Disposal of fixed assets

Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Retirement of long-term debt
Proceeds of long-term debt

Net cash provided by (used in) financing activities

Net change in cash

Cash, Beginning of the Year

Cash, End of the Year $

Cash held without restrictions
Cash held with restrictions

Total cash $

Supplemental Disclosure:
Interest paid $

2025 2024
(12,734) 197,066
235,346 20,293

14,095 15,208
2,880 1,000
(2,911) 1,327
(7,615) (5,695)
(21,390) 53
5,352 (133)
213,023 229,119
(710,660) (194,200)
249,135 222,631
72,627 (34,424)
(67,823) 3,488
3,876
(456,721) 1,371
(34,260) (23,326)
46,120
11,860 (23,326)
(231,838) 207,164
412,830 221,193
180,992 428,357
180,992 297,552
115,278
180,992 412,830
1,512 3,055

The accompanying notes are an integral part of this statement.
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NOTE I:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Organization and Nature of Activities

Habitat for Humanity Abilene, Inc. (Habitat) was incorporated on March 22, 1990. Habitat is an affiliate of
Habitat for Humanity International, Inc. (HFHI), a non-denominational Christian, non-profit organization
whose purpose is to create decent, affordable housing for those in need, and to make decent shelter a matter
of conscience with people everywhere. Although Habitat International assists with information resources,
training, publications, prayer support, and various other ways, Habitat is primarily and directly responsible
for its own operations.

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting in accordance with U.S.
generally accepted accounting principles (U.S. GAAP). Under this basis of accounting, revenues are
recognized when earned, and expenses are generally recognized when incurred.

Basis of Presentation

Net assets and support, revenues, expenses, gains, and losses are classified based on the existence or
absence of donor-imposed restrictions. Accordingly, net assets of Habitat and changes therein are
classified and reported as follow:

Net assets without donor restrictions - Net assets not subject to donor-imposed stipulations.

Net assets with donor restrictions - Net assets that are subject to donor-imposed stipulations that may or
will be met, either by actions of Habitat and/or the passage of time. When a restriction expires, net assets
with donor restrictions are reclassified to net assets without donor restrictions and are reported in the
statement of activities as net assets released from restrictions. Net assets that are subject to donor-imposed
stipulations that they be maintained permanently by Habitat, are classified as net assets with restrictions in
perpetuity. Generally, the donors of these assets permit Habitat to use all, or part of the income earned, on
any related investments for general or specific purposes.

Revenues are reported as increases in net assets without donor restrictions unless use of the related assets is
limited by donor-imposed restrictions. Expenses are reported as decreases in net assets without donor
restrictions. Gains and losses on investments and other assets or liabilities are reported as increases or
decreases in net assets without donor restrictions unless their use is restricted by explicit donor stipulation
or by law. Expirations of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been
fulfilled and/or the stipulated time period has eclapsed) are reported as reclassifications between the
applicable classes of assets.

With respect to net assets with donor restrictions, Habitat has adopted the following accounting policies as
permitted by various provisions of authoritative guidance.

Habitat has adopted the provisions of authoritative guidance concerning release from restrictions on
net assets with donor restrictions upon the incurring of an expense when both net assets with
restrictions and without donor restrictions are available for that purpose.

Contributions and related gains and investment income received with donor-imposed restrictions that
are met in the same year as received are reported as revenues of net assets without donor restrictions.

Contributions of land, building and equipment without donor stipulations concerning the use of such
long-lived assets are reported as revenues of the net assets without donor restrictions class.

-8-



NOTE I:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Contributions of cash or other assets to be used to acquire land, building and equipment with such
donor stipulations are reported as revenues of the net asset with donor restrictions class; the restrictions
are considered to be released at the time of acquisition or substantial completion of construction of
such long-lived assets.

Advertising Costs

All advertising and promotional costs are expensed as incurred. Advertising costs are included in the
statement of functional expenses and for the years ended June 30, 2025 and 2024, totaled $8,321 and
$9,463, respectively.

Contributions

Contributions, including unconditional promises to give, are recorded as made. All contributions are
available for unrestricted use unless specifically restricted by the donor. Conditional promises to give are
recognized when the conditions on which they depend are substantially met.

Unconditional promises to give due in the next year are recorded at their net realizable value.
Unconditional promises to give due in subsequent years are reported at the present value of their net
realizable value, using risk-free interest rates applicable to the years in which the promises are to be
received.

Cash

Cash consists of cash in banks and all short-term highly liquid investments that are readily convertible into
cash within ninety (90) days of purchase.

Restricted Cash

Beginning in the year ended June 30, 2021, Habitat contracted with an outside company to service the
mortgages and escrow payments.

Property and Equipment

Purchased property and equipment are recorded at cost. Donated assets are recorded at estimated fair
market value at the time of receipt. Depreciation of property and equipment is provided using the straight-
line method over the estimated useful lives of the assets, currently 3 to 10 years for equipment and 10 to 30
years for buildings and improvements. Habitat’s policy is to capitalize individual asset additions of more
than $2,500.

Accounts and Notes Receivable

Accounts receivable are recorded at the amount Habitat expects to receive from grantors. Habitat has not
recorded an allowance for uncollectible receivables at June 30, 2025 and 2024, because management
estimates all balances to be collectible.

Mortgage receivables represent the sale of homes to qualified families of houses built in Abilene, Texas by
Habitat. The home sales are financed by Habitat utilizing non-interest bearing 15-30-year mortgages due in
monthly installments from the families. The mortgages are secured by the underlying real estate and are
carried at zero percent interest, as part of the mission for providing low-cost housing to families in the
Abilene area. The mortgages receivable are discounted based upon market interest rates for low-income
housing at the inception of the mortgage which ranged from 7.48%-8.50%. The financing discounts are
amortized and reflected as revenue when mortgage payments are collected, which is included net of
discount on mortgages expense within the mortgage program. The present value discount on mortgages for
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NOTE I:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
homes sold is shown as discount on mortgages expense within the mortgage program.

Habitat has adopted a formal policy to address mortgage delinquencies in an effort to maintain a fair but
firm partnership with their homeowners. Mortgage payments are due on the first day of each month and
are considered delinquent on the 16" of the month, and an overdue notice is sent including a late fee.
When the payment is 30 days late, a letter is sent indicating what is owed, including late fees and they are
reminded of the foreclosure policy. If they remain delinquent for 45 days, Habitat calls and sends certified
written notice that explains the options available to the borrower. When a payment is 60 days late, the
Organization will turn the file over to an attorney who will give legal notice of default and give 21 days to
cure the default before initiating foreclosure proceedings.

There are also several ways in which Habitat can work with the homeowners that are unable to make
payments. (1) Habitat may, but is not obligated to, enter a payment arrangement with the homeowner to
help with reduced income and the inability to pay. Should the mortgage principal payment be reduced,
then the life of the mortgage would be extended. (2) Habitat may also enter into an agreement to delay
payments or defer principal payments for a set number of months and then allow the homeowner to make
slightly higher payments in the following months.

At June 30, 2025, management believes the fair value of each underlying mortgaged asset exceeds the
carrying value of the associated mortgage loan receivable, and thus, the mortgage loan receivable is fully
collectible. Habitat maintains a partner relationship with the mortgagees. However, Habitat will consider
foreclosure proceedings on any delinquent accounts if the partner family ceases to have the ability to make
payments on the mortgage or no longer has a willingness to partner with the Organization. At June 30,
2025 and 2024, Habitat had no investments recorded in foreclosed loans, although management is in
ongoing discussions regarding significantly past due loans and may pursue foreclosure.

ASC 310 defines a portfolio segment as the level at which an entity develops and documents a systematic
methodology to determine the allowance for credit losses and a class of financing receivables as the level of
disaggregation of portfolio segments based on the initial measurement attribute, risk characteristics, and
methods for assessing risk. Habitat’s mortgage portfolio consists of a single segment and class (residential
mortgage receivables). Although Habitat has not recorded an allowance on mortgage receivables, the
discount to present value is included and presented by portfolio segment in Note 6.

Compensated Absences

Employees of Habitat are entitled to paid vacation and sick leave. Full-time employees are entitled to up to
15 working days per year of vacation, depending on the length of employment. At termination, employees
are paid for accrued vacation days, depending on length of employment, and providing they have given two
weeks’ notice. All employees earn 10 working days of sick leave per year with a maximum accrual of 160
hours. No sick leave is paid at termination of employment. Habitat has accrued the estimated unpaid cost
of providing these benefits that have been earned in the current period.

Program Services

Program services include construction and rehabilitation costs for homes transferred to buyers. The cost of
home building and rehabilitation is charged to construction in process as incurred and recorded as program
services expense when the respective homes are transferred to homeowners.

The mortgage program offers zero percent interest loans to homeowners for the homes that have been built
by Habitat. Discounts on mortgage originations are recorded as an expense, and the amortization of those
discounts are recorded as revenue amortized over the life of the note.

ReStore is the program utilized to raise additional funding to aid the mission and other programs offered by
Habitat. The ReStore is a retail operation that obtains home improvement related items through
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NOTE I:

NOTE 2:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
contributions, or wholesale purchases, and sells them to the general public.

The family services program offers education and support for homeowners in order to better prepare them
for financial independence and home ownership.

Allocated Expenses

The details of the costs of providing the various programs and other activities are reflected in the statements
of functional expenses. Accordingly, certain indirect costs and expenses have been allocated among the
programs and supporting services benefited based on management’s estimates of time spent and by use of
estimated square footage.

Income Taxes

The Internal Revenue Service has determined that Habitat for Humanity Abilene, Inc. is exempt from
federal income tax under section 501(c)(3) of the Internal Revenue Code and therefore has made no
provision for federal income taxes in the accompanying financial statements. In addition, Habitat has been
identified as an entity that is not a “private foundation” within the meaning of section 509(a) of the Internal
Revenue Code and qualifies for deductible contributions as provided in Section 170(b)(1)(A)(vi). Habitat
is liable for any federal income taxes resulting from certain unrelated business income. For the fiscal years
ending June 30, 2025 and 2024, there were no liabilities for any federal income tax resulting from unrelated
business income.

Habitat recognizes interest accrued on and penalties related to unrecognized tax benefits in tax expense.
During the year ended June 30, 2025 and 2024, Habitat recognized no interest or penalties.

Use of Estimates

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

Donated Services

Habitat receives a significant amount of donated services from unpaid volunteers who assist in providing
program services, fundraising and special projects. Habitat r fullyi ecords in-kind revenue for volunteer
services to help build homes. These services amounted to $9,035 and $35,943 for the years ended June 30,
2025 and 2024, respectively. The services are reported in income as “In-Kind Contributions” and in assets
as “Construction in Process”. They are not included in the purchase price of the home when sold.
Volunteer services unrelated to construction of homes have not been recognized in the statement of
activities because the criteria for recognition in accordance with authoritative guidance have not been
satisfied. In addition, Habitat receives materials for the construction of homes recorded as revenue and the
related expense of building materials. These materials amounted to $1,873 and $5,348 for the years ended
June 30, 2025 and 2024, respectively.

LIQUIDITY
On June 30, 2025, the Organization has $367,790 of financial assets available within one year of the

balance sheet date to meet cash needs for general expenditures consisting of cash of $180,992, accounts
receivable of $4,126, mortgage notes receivable — current portion of $155,249, and inventory of $27,423.
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NOTE 2:

NOTE 3:

NOTE 4:

NOTE 5:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

LIQUIDITY - continued

On June 30, 2024, the Organization has $461,759 of financial assets available within one year of the
balance sheet date to meet cash needs for general expenditures consisting of cash of $297,552, accounts
receivable of $7,006, mortgage notes receivable — current portion of $137,393, and inventory of $19,808.
Cash of $115,278 is subject to donor or other contractual restrictions that make it unavailable for general
expenditure within one year of the balance sheet date.

The Organization is substantially support by contributions, sales of program properties, ReStore sales, and

mortgage income. As part of the Organization’s liquidity management, it has a policy to structure its
financial assets to be liquid as its general expenditures, liabilities, and other obligations come due.

PROPERTY AND EQUIPMENT

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

2025 2024
Office building $ 448,052 $ 448,052
Vehicles 64,338 64,338
Furniture and equipment 22,272 22,272
Total property and equipment 534,662 534,662
Accumulated depreciation (404,996) (390,901)
Property and equipment, net $ 129,666 $ 143,761

Depreciation expense for the years ending June 30, 2025 and 2024, was $14,095 and $15,208, respectively.

PROPERTY HELD FOR DEVELOPMENT AND SALE

Property held for development and sale consists of the following as of June 30:

2025 2024
Land held for future construction development $ 111,759 $ 43,266
Total property held for development and sale $ 111,759 $ 43,266
CONSTRUCTION IN PROCESS
Following is a summary of home building activity:
Number Costs
Construction in process, June 30, 2023 59 236,873
Additional costs incurred for the year,
July 1, 2023 to June 30, 2024 6 % 325,684
Homes transferred from July 1, 2023 to
June 30, 2024 (3) (291,260)
Construction in process, June 30, 2024 8 $ 271,297
Additional costs incurred for the year,
July 1, 2024 to June 30, 2025 38 358,152
Homes transferred from July 1, 2024 to
June 30, 2025 (4) (430,779)
Construction in process, June 30, 2025 7 3% 198,670
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HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

NOTE 6: FINANCING RECEIVABLES

In accordance with ASC 310 Receivables, Habitat’s mortgage receivables are considered financing
receivables, which represent a contractual right to receive money either on demand or on a fixed or
determinable date.

Habitat sells homes to approved families who meet the selection criteria of (1) ability to pay; (2)
willingness to partner with Habitat; and (3) in need of safe and decent housing. The loan repayment terms
vary, generally, from fifteen to thirty years. The term of the loan is dependent on the family’s ability to
pay. All loans are non-interest bearing. The loans are repaid in monthly installments that include principal
repayment and escrow account deposits.

The balance of financing receivables for non-interest-bearing mortgage loans as of June 30 was:

2025 2024
Non-interest bearing mortgage loans - long-term $ 1,901,290 $§ 1,457,621
Non-interest bearing mortgage loans - current 155,249 137,393
Total non-interest bearing mortgage loans 2,056,539 1,595,014
Less discount on mortgages issued (1,100,270) (864,924)
Discounted loan value $ 956,269 $ 730,090

Activity for the recorded investment in the mortgage receivable segment of financing receivables was as
follows as of and for the years ended June 30, 2025 and 2024:

Mortgage loans outstanding, as of June 30, 2023 $ 1,623,444
New mortgage loans on properties sold 194,200
Loan payments received (222,630)

Mortgage loans outstanding, as of June 30, 2024 1,595,014
New mortgage loans on properties sold 710,660
Loan payments received (249,135)

Mortgage loans outstanding, as of June 30, 2025 $ 2,056,539

Activity for the mortgage discount of the mortgage receivable segment of financing receivables was as
follows as of and for the years ended June 30, 2025 and 2024:

Discounts on mortgage loans outstanding, as of June 30, 2023 $ 844,630
New mortgage discounts 101,463
Mortgae discounts deleted (6,773)
Amortization of discounts (74,396)

Discounts on mortgage loans outstanding, as of June 30, 2024 864,924
New mortgage discounts 381,562
Mortgage discounts deleted (63,074)
Amortization of discounts (83,142)

Discounts on mortgage loans outstanding, as of June 30, 2025 $ 1,100,270
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NOTE 6:

NOTE 7:

NOTE 8:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

FINANCING RECEIVABLES - continued

Mortgage receivables consisted of the following aging categories on June 30:

Past Due
30-59 60 - 89 >90
Days Days Days Current Total
2025 $ 18,961 $ 1,700 $ 371,630 $ 1,664,248 §$§ 2,056,539

2024 $ 58,872 $ 63,540 $ 264,554 $§ 1,208,048 $ 1,595,014
Habitat does not have a formal credit risk rating process, nor records an allowance on mortgages, as all
loans are processed as non-interest bearing and Habitat takes a partnering and mentoring role in working
with the homeowners to ensure payment is obtained. In the event that homeowners are unwilling to work

through the payment process, Habitat will undergo foreclosure proceedings.

Habitat has no investment in impaired mortgage receivables as of and for the years ended June 30, 2025
and 2024.

ESCROW DEPOSITS
Upon completion of construction and sale of a house to a particular family, Habitat serves as the mortgage
company. The contracted sales price is agreed upon in the Letter of Intent that stipulates the monthly

principal payment and escrowed items and amounts.

The escrowed amounts are held in trust for the owners for payment when required. The escrowed items
under each mortgage include the following items: (1) property taxes and (2) property insurance.

The balance of escrow deposits as of June 30, 2025 and 2024, were $14,857 and $15,527, respectively.

LONG-TERM DEBT

Habitat had the following notes payable outstanding as of June 30:

2025 2024
Various notes payable in original amounts of $27,800 to $45,000 each, to the Texas
Department of Housing and Community Affairs (TDHCA), payable in monthly installments
of $125 or $150, non-interest bearing with final maturities ranging from June 2028 to March
2050, secured by deeds of trust. (TDHCA - Bootstrap) $ 59,766 $ 24,424
Line of credit dated February 8, 2018, to First Financial Bank with the maximum credit line
of $100,000, payable in monthly installments, including interest at the quarterly ceiling with
a final payment due February 8, 2027 secured by a deed of trust. 1,120 22,667
Note payable originally dated October 17, 2007, to First Financial Bank in the original
amount of $50,000 and renewed in 2009 for $24,768, including interest at 6.75% with a
final payment due March 30, 2025, secured by a deed of trust. (FFB - Ice Rink) 1,935
60,886 49,026
Less current portion 7,137 30,982
Long-term portion $ 53,149 $ 18,044

-14 -



NOTE 8:

NOTE 9:

NOTE 10:

NOTE 11:

NOTE 12:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

LONG-TERM DEBT — continued

Principal payment requirements for long-term debt are as follows:

2026 $ 7,737

2027 7310

2028 5,689

2029 2,800

2030 1,800
2031-2035 9,000
2036-2040 9,000
2041-2045 9,000
2046-2050 8,550
$ 60,886

RELATED PARTY TRANSACTIONS

Habitat for Humanity International, Inc. encourages its local affiliates to make a voluntary contribution of a
percentage of local contributions to the international organization. During the years ended June 30, 2025
and 2024, Habitat made contributions to Habitat for Humanity International, Inc. for $2,250 and $2,250
respectively.

Habitat pays an annual fee towards the Stewardship and Organizational Sustainability Initiative to Habitat
for Humanity International, Inc., which is based on the size of the operation and service territory. During
the years ended June 30, 2025 and 2024, Habitat made contributions to Habitat for Humanity International,
Inc. for $7,500 and $7,500, respectively.

RESTORE
Habitat began the operation of its ReStore shop in 2001. The store is a resale shop that sells building
materials, supplies, and used office furniture at reduced prices. The inventory consists of items donated to
Habitat for its use in its programs as well as discounted purchased goods. The proceeds supplement the
funding of construction operations. The value of donated materials has not been recorded in the financial
statements.

INVENTORY

Inventory consists of discounted purchased goods that Habitat purchases to sell in its ReStore shop.

SIGNIFICANT CONCENTRATION OF CREDIT RISK

Habitat grants mortgage loans to borrowers located in Abilene, Texas. The borrowers’ ability to honor
their contracts is dependent upon the local and regional economy. The respective borrowers’ residences
secure the mortgage loans.

Cash includes cash in checking and savings accounts. Habitat carries cash with financial institutions which

are subject to credit risk to the extent that the deposits exceed federal deposit insurance limits. At times
during the year amounts exceeded FDIC limits.
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NOTE 13:

NOTE 14:

NOTE 15:

NOTE 16:

NOTE 17:

HABITAT FOR HUMANITY ABILENE, INC.

NOTES TO FINANCIAL STATEMENTS

RETIREMENT PLAN

Habitat offers a Simple IRA retirement plan for employees who elect to participate in the plan. Participants
may elect to contribute up to the maximum allowed by IRS annual limitations. Employees over 50 years of
age may make an additional “catch-up” contribution. Habitat matches the elected deferral up to 3% of the
employee’s annual salary. Habitat’s retirement plan expense during the years ended June 30, 2025 and
2024, was $3,179 and $3,675, respectively. A third-party administrator administers the plan.

COMMITMENTS AND CONTINGENCIES

Grants and contracts require the fulfillment of certain conditions set forth in the instrument of the grant or
contract. Failure to fulfill the conditions could result in the return of funds to the grantors. Although the
possibility remains, management deems the contingency remote, as by accepting awards and their terms, it
has accommodated the objectives of the organization to the provisions of the grant.

In the normal course of business, the Organization may become party to various claims, litigation, and

assessments. Management is unaware of any such matters that would have a material impact on the
financial statements in the event of an unfavorable outcome.

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions consist of the following at June 30:

2025 2024
Net assets with donor restrictions:
Shelton Foundation - house sponsorship $ $ 105,000
First Baptist Church - 1242 Cedar 10,278
Total $ $ 115,278

NET ASSETS RELEASED FROM RESTRICTION

Net assets of $115,278 and $50,000 were released from restriction for the years ended June 30, 2025 and
2024, respectively, by incurring expenses satisfying the donor restriction of part-time hired help and capital
acquisitions.

SUBSEQUENT EVENTS

Subsequent events were evaluated through September 4, 2025, the date the financial statements were
available to be issued.
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