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. cash-flows for. the year then ended ‘n; conformlty w1th accountmg pr1nc1p1es generally accepted mﬂ-
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HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
COMBINED STATEMENT OF FINANCIAL POSITION
June 30, 2008

ASSETS

ASSETS:
Cash and cash equivalents
Unconditional promises to give
Mortgage notes receivable, net of unamortized discount of $ 2,065, 176
Other receivables
Prepaids and other assets
Construction in progress
Inventory, land
Investments
Property and equipment, net

Total assets

LIABILITIES AND NET ASSETS

LIABILITIES:
Accounts payable
Accrued expenses

Escrow deposits
Debt

Total liabilities
COMMITMENTS (Note 9)

NET ASSETS:
Unrestricted
Temporarily restricted

Total net as;sets'

Total liabilities and net assets

$ 1,370,128
271,156
1,599,663
1,720

42,907
403,121
263,397
200,000
555,028

$ 4,707,120

$ 33,592
29,554
111,734
1,629.706

1,804,586

2,393,234
__509.300

2.902,534
$ _4,707,120

The accompanying notes to combined financial statements are an integral part of these statements.
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HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
COMBINED STATEMENT OF ACTIVITIES
For the Year Ended June 30, 2008

UNRESTRICTED NET ASSETS:
Support:
Sale of donated merchandise
Contributions
In-kind contributions
Governmental grants
Special events

Total support

Revenue:
Program service revenue:
Homes sold, net of mortgage discounts of $ 475,398

Discount amortization
Other
Interest income
Total revenue
Satisfaction of program restrictions releasing temporarily restricted net assets
Total support, revenue and release of temporarily restricted net assets

Expenses:
Program services

Supporting services:
Restore
Management and general
Thrift store
Fundraising
Total supporting services
Total expenses
Change in unrestricted net assets
TEMPORARILY RESTRICTED NET ASSETS:
Contributions
Write-down of donated land to realizable value (Note 6)
Net assets released from donor restrictions
Change in temporarily restricted net assets

Change in net assets
NET ASSETS, July 1, 2007

NET ASSETS, June 30, 2008

620,182
372,462
199,919
175,615

36.774

1,404,952

617,664
107,856
28,183
14,629
768,332
447,561

~2,620.845
1,631,070

415,950
211,495
155,221
92,121
874,787
2,505,857

114,988

3,039,653
(2,199,000)
(447.561)

393,092
508,080

2,394,454

$ 2,902,534

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




*$JUSWISIR]S 98911 JO 1Ted TeIoIUl UB SIB SJUSUISIR)S [EIOUBUI) PaUIqUIOd O} S9j0U SurAuedwoode o],

L68°60S'T $  L8LPL8 $ T1C1'T6 $ 17T ssl $ C6¥11T $ 0S6ClY $ 0L0IE9T $ sosuadxs [e10],
8Y6 ¥¢ 1€ 8T - 1LE°1C 10C°C WLy $£9°9 uoneroa1dap I0j UOISIAOL]
606°0LY'T €LY OP8 171°T6 068°¢eel P6T°60T 80T 11¥ CINAZON uoneroaidap 10 uotsiaold
: 310J9q sosuadxa [e10],
8I6°¢EL T GLT T6E 6 81 £60°€9 6EL"ES $68°95C EPLIVE 1 feloigng
SL81 GL8'T - 008°T - GL - Joqgef [ensen)
8Cy°E 861°¢ - (A4 60v°1 LTl 00¢ SNOUE[IISTIN
£€0'y 601°T - 968 99 L81 $76°T S95UIDN| PUR SIXE],
698°t1 69891 69891 - - - - $JUaA3 [e10adS
£68°CY 96¢°01 - pIL'E 66¥°€ €31°¢ LGY'S suoydara ],
008°01 - - - - - 008°91 uonnqLIuod pue L],
€L6'TT £9L°01 - 0291 0zg'1 €T8°L 01Z'Tt [oARL]
050'¥T 796°01 - STy - 8899 801°¢1 [euonouolq
098°LT €TL'9T - 7688 666°'C 7L8'P1 LETT senmun
786°¢E LS6°E - £e8 LLTT LP61 ST9°6C 2suadX3 UONRINPa/ISaUN[OA
665°GE LOEET - ZI1g'L 808 L8T°S 887°CT asuadxs soueInsu]
089°LE RCT 1 - 9.0 €78 6£7°8 Ts'eT 9oUrBUANIIEW pUE sIireday
6LY TV LTS°9C - 83%°9C - 6¢ T766°G1 1S9101U]
8¢1°0p 079°%T 086°¢ 99L°¢ £99°C 119°11 816°1T asuadyxs 0O
79L°T61 GCTeT - - GSI°eT - L09°891 $93] [BUOISS9J0I]
€LSLIT 9€9°007 - - 07801 018°661 LE6°01 o9y
8CE 166 - - - - - 8EC 166 §1509 UONONIISUOY JWOH
:SASNAdXH d4H10
166 9¢L 86T VS TIOEL LSLOL GCC CCl PIE ¥CI €69°T8C Teogqng
6L0°0L 0[61Y 99 ¢oG'¢ 7891 ov1°El £01°8C saxe] pue s1yeuaq sakojdury
716°999 (AANARY $ TET'LY Z761°69 1€L°8¢1 R91°TP1 $ 065ST SI0JOBIIUOD PUB SSIIE[ES
:SLSOD TANNOSYIAd -
2101 =R TNETY “SuisTeIpung 21015 [ZELED) 210159y §9DTATS
Sunzroddng YL, pue ureigoig
'L Juaurafeuey

S3OTATSS furoddng

8007 ‘0O¢ 2unf pspuy Iesj oM 104
SASNHAIXT TVYNOILLONNA 40 INFWHLVLS AINIEINOD

"ONI “‘AY0LSHY LVLIIGVH ANV
"DNI ‘AINNOD HOVALd WIVd 40 ALINVINNH Y04 LV1IdVH



HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
COMBINED STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Provision for depreciation
Provision for amortization
Loss on disposition of property and équipment

Inventory and construction in process conveyed in exchange for mortgage receivables

Changes in assets and liabilities:

(Increase) decrease in grants receivable
(Increase) decrease in unconditional promises to give
(Increase) decrease in other receivables
(Increase) decrease.in prepaids and other assets
(Increase) decrease in inventory

(Increase) decrease in construction in progress
Increase (decrease) in accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) in escrow deposits

Increase (decrease) in deferred revenues

Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Purchase of investments
Payments received on mortgage receivables
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from debt
Repayments on debt

Net cash provided by financing activities

Net increase in cash and cash equivalents
CASH AND CASH EQUIVALENTS, beginning of the year

CASH AND CASH EQUIVALENTS, end of the year

$ 508,080

34,948

366,461

1,500
(765,000)

75,000
(221,656)
59

2,183
(109,500)

3,703
(17,325)
(3,191)

47,109
(82,000)

(159.629)

(7,631)
(200,000)
161,087

(46,544)

1,323,828
(42.989)

© 1,280,839
1,074,666

295,462

$ 1.370.128

The accompanying notes to combined financial statements are an integral part of these statements.
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HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2008

NOTE 1 - ORGANIZATION AND OPERATIONS

Habitat for Humanity of Palm Beach County, Inc. (the “Organization”) was founded in October
1986 as a nonprofit ecumenical Christian housing ministry affiliated with Habitat for Humanity
International, Inc., an organization with affiliates worldwide that seeks to eliminate poverty housing
and homelessness from the world, and to make decent shelter a matter of conscience and action.
Through volunteer labor and donations of money and materials, the Organization builds simple decent
houses with the help of low-income homeowner families. The Organlzatlon focuses its efforts in areas
of West Palm Beach and Jupiter, Florida. Habitat Restore, Inc. (the “Restore™) is a not-for-profit tax
exempt organization which holds the lease agreement for the building currently occupied by the Restore
and the Organization’s office (Note 9).

The accompanying combined financial statements include the accounts of the Organization and
the Restore. They are presented on a combined basis as the two organizations share the same
management team, contain common board members and are financially interrelated. All balances and
transactions are eliminated on a combined basis.

The houses built by the Organization and its volunteers are sold to partner families at no profit,
financed with affordable, no-interest loans. The homeowner’s monthly mortgage payments go into a
revolving fund that is used to build more houses. In addition to a down payment and the monthly
mortgage payment, each homeowner family invests hundreds of hours of their own labor into the
building of their house as well as the houses of others.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies followed by the Organization are described below to enhance
the usefulness of the combined financial statement to the reader.

Basis of accounting:

The combined financial statements are prepared on the accrual basis of accounting. Under this
basis, revenues are recognized when earned and expenses are recognized when the obligation is
incurred. Revenues from the sale of houses are recognized at the transfer to the homeowner.
Construction costs are capitalized and carried as an asset until the property is completed and sold.

Basis of presentation:

The Organization has adopted the provisions of Financial Accounting Standards Board (FASB),
Statement of Financial Accounting Standards No. 117 pertaining to Financial Statements of Not-for-
Profit Organizations and the Statement of Financial Accounting Standards No. 116 pertaining to
Accounting for Contributions Received and Contributions Made.

Under these provisions, net assets and all balances and transactions are presented based on the
existence or absence of donor-imposed restrictions. Accordingly, the net assets of the Orgamzatlon
and changes therein are classified and reported as follows:

Unrestricted net assets - net assets not subject to donor-imposed stipulations.

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that
will be met either by actions of the Organization and/or the passage of time. The
Organization had temporarily restricted net assets of $ 509,300 at June 30, 2008 (Note
11).




HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that
will be permanently restricted. The Organization has no permanently restricted net
assets at June 30, 2008.

Use of estimates:

The presentation of the combined financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Reclassifications;

Certain accounts in the prior year financial statements have been reclassified to conform with -
the presentation in the current year financial statements.

Contributions of long-lived assets:

Contributions of land, building and equipment without donor stipulations concerning the use
of such long-lived assets are reported as revenues of the unrestricted net asset class. Contributions of
cash or other assets to be used to acquire equipment with such donor stipulations are reported as
revenues of the temporarily restricted net asset class; the restrictions are considered to be released at
the time of acquisition of such long-lived assets.

Cash equivalents:

For purposes of the combined financial statements, the Organization considers all liquid
investments having initial maturities of three (3) months or less to be cash equivalents. The
Organization maintains cash balances at one financial institution which exceed Federally insured
amounts.

Land, finished homes, construction in progress and depreciation:

Land for construction, finished homes and construction in progress are carried at cost or at
market value when acquired by gift. Donated land is written down to realizable value. No
depreciation is charged against these assets as they are being held for resale. Construction equipment
is carried at cost or at market value when acquired by gift. Depreciation is provided on a straight-line
basis over the estimated useful lives of the respective assets, which are generally three to five years.

Maintenance and repairs to property and equipment are charged to expense when incurred.
Additions and major renewals are capitalized.

Restricted and unrestricted revenue and support:

Contributions received are recorded as unrestricted, temporarily restricted or permanently
restricted support, depending on the existence and/or nature of any donor restrictions. Donated goods
to the thrift stores are recorded when sold.




HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.
AND HABITAT RESTORE, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2008

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Support that is restricted by the donor is reported as an increase in unrestricted net assets if the
restriction expires in the reporting period in which the support is recognized. All other donor-
restricted support is reported as an increase in temporarily or permanently restricted net assets,
depending on the nature of the restriction. When a restriction expires (that is, when a stipulated time
restriction ends or purpose restriction is accomplished), temporarily restricted net assets are reclassified
to unrestricted net assets and reported in the statement of activities as net assets released from
restriction.

Promises to give:

Unconditional promises to give are recognized as revenues or gains in the period received and
as assets, decreases of liabilities, or expenses depending on the form of the benefits received.
Conditional promises to give are recognized when the conditions on which they depend are
substantially met. Uncollectible promises to give are expected to be insignificant based on historical
experience and management believes no allowance for uncollectible promises to give is considered
necessary. As of June 30, 2008, the Organization had $ 271,156, in unconditional promises to give
and no conditional promises to give.

Functional expenses:

Program and supporting services are charged with their direct expenses. Other expenses are
allocated based on their proportionate share of total expenses.

NOTE 3 - DONATIONS OF ASSETS, MATERIALS AND SERVICES

Donated assets are valued at the estimated fair-market value at the date of receipt. Donated
services are recognized as revenue only if the service requires specific expertise and is provided by
professionals. Volunteers have also donated significant amounts of time in building the houses;
however, such services have not been recognized as revenue. During the year ended June 30, 2008,
the Organization recorded $ 174,802 in donated professional services and $ 25,117 in donated
materials.

NOTE 4 - MORTGAGE NOTES RECEIVABLE

When the Organization sells a home, it accepts two installment notes in return. The first is an
interest-free monthly installment note generally issued to recover the costs of construction for a term
of 15 to 30 years with principal payments due monthly.

The second note is a trust deed. It is interest-free and for a similar term of years as the first
note. It is issued to ensure that the homeowner will not transfer, sell or assign their title of interest in
the property or to cease to occupy the property within a relatively short period of time. The second
note is forgiven upon repayment of the first note. The second note and its resulting contingent gain
is not recorded on either the statements of financial position or the statements of activities. Anestimate
of the gain on the second trust deed cannot be made. It is unlikely that any gain will be realized.

_ The mortgage notes receivable are recorded at the face amount less the unamortized discount.
The discount rate for June 30, 2008 is 8%. The mortgages are well below actual property value;
therefore, the exposure to losses appears to be low and no allowance for doubtful accounts was
considered necessary.




HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS.
June 30, 2008

NOTE 4 - MORTGAGE NOTES RECEIVABLE (continued)

The outstanding balance is as follows:

Mortgage notes $ 3,664,838
Unamortized discount (2,065.175)
Total $ 1,599,663

The discount is amortized over its corresponding mortgage note term and is included in program
service revenue in the financial statements.

NOTE 5 - CONSTRUCTION IN PROGRESS

Construction in progress of $ 403,121 represents the accumulated cost of houses under
construction and land improvements. At June 30, 2008, houses under construction consisted of the
direct material and labor cost incurred on seven (7) homes. Upon completion of construction, the

houses will be sold to prequalified families who have invested hours of their own labor into the
construction of the houses.

NOTE 6 - LAND INVENTORY

Land inventory of $ 253,197 includes purchased parcels of land to. be used for future
construction of homes. Land inventory is reduced when parcels are sold or when construction begins
and the parcels are transferred to construction in progress.

Donated land is tracked by lot numbers but is written down to realizable value in the financial
statements because the Organization does not include the value of the land in the purchase price for
their clients in order to make housing affordable for low-income families. During the year ended June
30, 2008, Palm Beach County conveyed 27 lots to the Organization. The Organization must complete
the construction of all improvements on the lots and shall convey the land associated with each
improved lot to a county approved homeowner at 1o cost to such homeowner. If the Organization does
not complete the construction of a single family detached dwelling on the lot, convey such dwelling,
land and improvements to applicants approved by the county by July 2, 2010 then the Organization

shall convey the lot back to the county or pay the county an amount equal to the current appraised
value.

NOTE 7 - PROPERTY AND EQUIPMENT

Property and equipment used in operations consists of the following:

Building $ 456,360
Land 75,000
Vehicles 66,472
Equipment, furniture and fixtures 43,247
Leasehold improvements 23,553
Less accumulated deprecation (109,604)

Total property and equipment
used in operations $ 555,028

Depreciation expense for the year ended June 30, 2008 totaled $ 34,948.




HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2008

NOTE 8 - DEBT

During the year, the Organization entered into an agreement which provided for the sale of
~certain mortgage receivables with full recourse to a bank. Proceeds received from the sale during the
year totaled $ 1,132,304, net of discount of $ 125,722, The discount is amortized over the life of the
mortgages. The agreement contained several provisions including a default clause, where the
Organization will repurchase the principal amount of any defaulted mortgage at the same percentage
discount (90%) used when the mortgage was originally sold to the bank.

Debt consists of the following:

Repurchase agreement payable to a bank. This
agreement is payable monthly at $ 4,934 through
February 2011 and at lesser amounts thereafter
through 2036 (net of unamortized discount of
$ 123,738). $ 1,114,642

Mortgage payable to a bank secured by real
property. It provides for monthly payments of
$ 3,007 with a fixed interest rate of 7.10% and
matures in May 2022. - 314,262

Revolving line of credit to a bank secured by
residential lots. It provides for monthly payments
of interest only at the prime rate (5.0% at June 30,
2008) and matures in October 2010. The
Organization has the availability of an additional
$ 328,067 under this line of credit as of June 30,
2008. 116,933

Revolving line of credit to a bank secured by

residential lots. It provides for monthly payments

of interest only at the prime rate but never less than

6.0% (6.0% at June 30, 2008) and matures in July

2010. The Organization has the availability of an

additional $ 952,498 under this line of credit as of :

June 30, 2008. - 74,502

Note payable to a finance company secured by a

vehicle. It provides for monthly payments of $ 503

with a fixed interest rate of 8.00% and matures in ‘
March 2010. 8,793

Note payable to a finance company secured by a
vehicle. It provides for monthly payments of $ 325

with a fixed interest rate of 7.50% and matures in
September 2008. _ 574

$ 1,629,706
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HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2008

- NOTE 8 - DEBT (continued)

Future maturities of debt, including the unamortized discount on the repurchase agreement of
$ 123,694, are approximately as follows:

Year ending

June 30
2009 $ 74,900
2010 $ 71,800
2011 $ 261,000
2012 $ 70,700
2013 $ 72,000
Thereafter $ 1,203,000

NOTE 9 - OPERATING LEASE COMMITMENTS

Habitat Restore, Inc. (an affiliate created by the Organization) previously entered into a five-
year non-cancelable operating lease for its thrift store facility and the Organization’s office. The lease
requires base rent of $ 138,996 for the year ending June 30, 2008, with an annual increase of $ .50 per
square foot. Rent expense, including CAM, for 2008 was $ 217,574.

The following are approximate future minimum base lease payments, excluding CAM, in
connection with this lease:

Year ending

June 30
2009 $ 145,400
2010 $  151.900
2011 $  145.100
2012 $ NONE

NOTE 10 - INCOME TAXES
Habitat for Humanity of Palm Beach County, Inc. and Habitat Restore, Inc. are nonprofit

orgamzatlons exempt from tax under Internal Revenue Code Section 501(c)(3); therefore, no tax
provision has been made in the accompanying combined financial statements.

NOTE 11 - TEMPORARILY RESTRICTED ASSETS

At June 30, 2008, temporarily restricted net assets consisting of cash and cash equivalents and
unconditional promises to give are available for the following purposes:

Construction of homes $ 238,144
For periods after June 30, 2008 271.156
$ 509,300
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HABITAT FOR HUMANITY OF PALM BEACH COUNTY, INC.

AND HABITAT RESTORE, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
June 30, 2008
NOTE 12 - SUPPLEMENTAL CASH FLOW INFORMATION

Supplemental disclosure of cash flow information:

Cash received during the year for -
Interest $ 13,220

Cash paid during the year for -
Interest $ 40,494
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