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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Lincoln/Lancaster County Habitat for Humanity
Lincoln, NE

We have audited the accompanying financial statements of Lincoln/Lancaster County Habitat for
Humanity, which comprise the statement of financial position as of June 30, 2020, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes
to the financial statements.

Management’s Responsibility 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; this includes
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.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Lincoln/Lancaster County Habitat for Humanity as of June 30, 2020, and the changes
in its net assets and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matter

The financial statements of Lincoln/Lancaster County Habitat for Humanity for the year ended June 30,
2019, before the restatement described in Note R, were audited by another auditor whose report dated
October 8, 2019, expressed an unmodified opinion on those statements.

As part of our audit of the June 30, 2020 financial statements, we also audited the adjustments described
in Note R that were applied to restate the 2019 financial statements. In our opinion, such adjustments are
appropriate and have been properly applied. We were not engaged to audit, review, or apply any
procedures to the 2019 financial statements of the entity other than with respect to the adjustments and,
accordingly, we do not express an opinion or any other form of assurance on the 2019 financial
statements as a whole.

Emphasis of Matter
As discussed in Note O to the financial statements, in 2020, the entity adopted new accounting guidance
ASU 2014-09, Revenue from Contracts with Customers, ASU 2018-08, Clarifying the Scope and the

Accounting Guidance for Contributions Received and Contributions Made, and ASU 2016-18, Statement
of Cash Flows (Topic 230): Restricted Cash. Our opinion is not modified with respect to this matter.

QpBE ALF

Lincoln, Nebraska
June 2, 2021
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Lincoln/Lancaster County Habitat for Humanity

STATEMENTS OF FINANCIAL POSITION

June 30,

ASSETS

ASSETS
Cash and cash equivalents (note A)
Restricted cash, escrow (note A)
Prepaid expenses and other assets
Grants receivable (note A)
Notes receivable (note A)
Mortgage loans receivable, net of discount (notes A and B)
Inventory, lots and homes (notes A and C)
Inventory, ReStore (notes A and C)
Property and equipment, net (notes A and D)

Total assets

LIABILTIES AND NET ASSETS

LIABILITIES
Accounts payable and accrued expenses
Funds held in escrow
Note payable (note F)
Lots to be transferred to homeowners (note G)
Annuity payable (note H)
Transferred mortgages payable (note B)

Total liabilities

NET ASSETS (note A)
Without donor restrictions
Undesignated
With donor restrictions (note I)

Total net assets

Total liabilities and net assets

See accompanying notes to the financial statements.

2019
2020 (as restated)
$ 638,522 $ 418,342
164,382 147,327
13,827 32,632
80,422 60,318
86,023 78,910
2,079,384 2,089,260
671,807 467,847
15,599 18,835
495,970 536,937
$ 4,245,936 $ 3,850,408
$ 56510 $ 23,640
156,523 146,826
246,453 -
224,443 114,130
907 1,847
4,533 3,588
689,369 290,031
3,491,904 3,560,377
64,663 -
3,556,567 3,560,377
$ 4,245,936 $ 3,850,408




Lincoln/Lancaster County Habitat for Humanity

STATEMENTS OF ACTIVITIES

Years ended June 30,

2020

2019
(as restated)

Without Donor ~ With Donor

Without Donor ~ With Donor

Restrictions Restrictions Total Restrictions Restrictions Total
REVENUE AND SUPPORT
ReStore
Sale of purchased and donated merchandise $ 385,049 $ - $ 385,049 $ 401,309 $ - $ 401,309
Donated merchandise 348,448 - 348,448 45,134 - 45,134
Cost of purchased and donated merchandise sold (362,756) - (362,756) (45,134) - (45,134)
370,741 - 370,741 401,309 - 401,309
Cash contributions 278,108 - 278,108 175,433 - 175,433
In-kind contributions - materials and services 156,183 - 156,183 74,562 - 74,562
In-kind contributions - land - - - 7,000 - 7,000
Grants 359,783 64,663 424,446 296,800 - 296,800
Sales to homeowners 429,301 - 429,301 1,098,268 - 1,098,268
Fundraising 67,211 - 67,211 24,658 - 24,658
Other program revenue 39,524 - 39,524 1,762 - 1,762
Mortgage loan discount amortization 196,581 - 196,581 545,081 - 545,081
Miscellaneous revenue 6,218 - 6,218 10,265 - 10,265
Loss on sale on assets - - - (13,056) - (13,056)
Total revenue and support 1,903,650 64,663 1,968,313 2,622,082 - 2,622,082
EXPENSES
Program services 1,565,389 - 1,565,389 2,124,189 - 2,124,189
Management and general 213,975 - 213,975 241,478 - 241,478
Fundraising and development 192,759 - 192,759 160,583 - 160,583
Total expenses 1,972,123 - 1,972,123 2,526,250 - 2,526,250
INCREASE (DECREASE) IN NET ASSETS (68,473) 64,663 (3,810) 95,832 - 95,832
Net assets, beginning of year 3,560,377 - 3,560,377 2,868,949 - 2,868,949
Prior period adjustment (note R) - - - (71,067) - (71,067)
Assets transferred from Seward County Habitat - - - 666,663 - 666,663
Net assets, end of year $ 3491904 $ 64,663 $ 3,556,567 $ 3560377 $ - $ 3,560,377

See accompanying notes to the financial statements.
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Lincoln/Lancaster County Habitat for Humanity
STATEMENTS OF FUNCTIONAL EXPENSES

Year ended June 30, 2020

Program Services Supporting Activities
Total Total
Homeowner Program Management Fundraising Supporting
Services ReStore Services and General  and Development Activities Total

Payroll and benefits $ 243,495 $ 228,862 $ 472,357 $ 114,054 $ 103,973 $ 218,027 $ 690,384
Cost of homes sold 555,377 - 555,377 - - - 555,377
Mortgage discount 256,732 - 256,732 - - - 256,732
Fundraising - 17 17 - 33,217 33,217 33,234
Tithe to HFHI 30,000 - 30,000 500 - 500 30,500
Taxes and insurance 4,457 13,474 17,931 14,875 - 14,875 32,806
Occupancy 10,307 107,482 117,789 8,394 1,385 9,779 127,568
Vehicle expense 7,867 6,611 14,478 - - - 14,478
Advertising 2,439 19,429 21,868 4,141 48,515 52,656 74,524
SOslI - - - 15,000 - 15,000 15,000
Depreciation 3,898 16,801 20,699 21,897 - 21,897 42,596
Training, travel, and meetings 1,524 2,699 4,223 1,603 601 2,204 6,427
Telephone 1,811 4,014 5,825 6,055 - 6,055 11,880
Supplies 5,296 5,657 10,953 7,118 46 7,164 18,117
Printing and postage 39 - 39 2,238 645 2,883 2,922
Repairs and maintenance - 1,916 1,916 2,213 - 2,213 4,129
Professional services 5,957 109 6,066 6,853 - 6,853 12,919
Service charges - 11,242 11,242 1,013 26 1,039 12,281
Dues and subscriptions 5,897 3,800 9,697 3,343 4,313 7,656 17,353
Interest expense - - - 2,244 - 2,244 2,244
Miscellaneous expenses 7,237 943 8,180 2,434 38 2,472 10,652

Total expenses $ 1,142,333 $ 423,056 $ 1565389 $ 213975 $ 192,759 $ 406,734 $ 1,972,123

See accompanying notes to the financial statements.



Lincoln/Lancaster County Habitat for Humanity
STATEMENTS OF FUNCTIONAL EXPENSES

Year ended June 30, 2019
(as restated)

Program Services Supporting Activities
Total Total
Mortgage Program Management Fundraising Supporting
Construction ReStore Discount Services and General  and Development Activities Total

Payroll and benefits $ 131,216 $ 130,448 $ - $ 261,664 $ 115350 $ 120,477 $ 235,827 $ 497,491
Cost of homes sold 892,361 - - 892,361 - - - 892,361
Mortgage discount - - 696,382 696,382 - - - 696,382
Fundraising - - - - - 19,265 19,265 19,265
Tithe to HFHI 45,000 - - 45,000 - - - 45,000
Taxes and insurance 5,614 20,827 - 26,441 - 16,793 16,793 43,234
Occupancy - 97,193 - 97,193 7,677 - 7,677 104,870
Vehicle expense - 7,801 - 7,801 - - - 7,801
Advertising - 20,007 - 20,007 - 3,323 3,323 23,330
SOsSI - - - - 15,000 - 15,000 15,000
Depreciation 3,746 16,833 - 20,579 16,200 - 16,200 36,779
Equipment - 353 - 353 1,140 - 1,140 1,493
Training, travel, and meetings - 3,147 - 3,147 13,758 - 13,758 16,905
Telephone - 4,784 - 4,784 6,934 - 6,934 11,718
Supplies 12,023 6,901 - 18,924 20,893 - 20,893 39,817
Printing and postage - - - - 6,623 - 6,623 6,623
Repairs and maintenance 194 5,063 - 5,257 3,859 - 3,859 9,116
Professional services - 4,439 - 4,439 26,361 - 26,361 30,800
Service charges - 9,836 - 9,836 - 725 725 10,561
Miscellaneous expenses 4,384 5,637 - 10,021 7,683 - 7,683 17,704

Total expenses $ 1,094,538 $ 333269 $ 696,382 $ 2,124,189 $ 241478 $ 160,583 $ 402,061 $ 2,526,250

See accompanying notes to the financial statements.



Lincoln/Lancaster County Habitat for Humanity
STATEMENTS OF CASH FLOWS

Years ended June 30,

Cash flows from operating activities
Increase (decrease) in net assets

Adjustments to reconcile increase (decrease) in net assets
In-kind contributions capitalized
Loss on sale of assets
Depreciation
Transfers of mortgages and lots to homeowners, net of discount
Mortgage loan discount amortization
Change in value of annuity
(Increase) decrease in assets
Prepaid expenses and other assets
Grants receivable
Notes receivable
Inventory, lots and homes
Inventory, ReStore
Increase (decrease) in liabilities
Accounts payable and accrued expenses
Funds held in escrow

Total adjustments
Net cash used by operating activities

Cash flows from investing activities
Mortgage payments received
Proceeds from mortgage loans sold
Payments on mortgage loans sold
Purchase of property and equipment

Net cash provided by investing activities

Cash flows from financing activities
Proceeds from HOME Program for lots
Proceeds from notes payable
Payments on notes payable
Annuity payments

Net cash provided by financing activities
Net increase in undesignated and restricted cash and cash equivalents
Undesignated and restricted cash and cash equivalents, beginning of year
Undesignated and restricted cash and cash equivalents, end of year

Undesignated and restricted cash and cash equivalents are reported within the
statements of financial position as follows:

Cash and cash equivalents, undesignated
Cash and cash equivalents, restricted

See accompanying notes to the financial statements.

2019
2020 (as restated)
$ (3,810) $ 95,832
- 10,600
- 13,056
42,596 36,779
(254,056) 34,686
(196,581) (545,081)
- 51
18,805 10,751
(20,104) (60,318)
(7,113) (3,400)
(203,960) 1,303
3,236 (1,186)
32,870 (30,754)
9,697 7,507
(574,610) (526,006)
(578,420) (430,174)
379,026 278,821
- 367,289
945 -
(1,629) (83,923)
378,342 562,187
191,800 64,478
248,169 -
(1,716) -
(940) (940)
437,313 63,538
237,235 195,551
565,669 370,118
$ 802,904 $ 565,669
$ 638522 $ 418,342
164,382 147,327
$ 802,904 $ 565,669




Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

Lincoln/Lancaster County Habitat for Humanity (Habitat) is a not-for-profit corporation incorporated on
February 12, 1988. Habitat is an affiliate of Habitat for Humanity International, Inc., a nondenominational
Christian not-for-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. Habitat’s Restore is a
home improvement and donation center that sells donated or purchased building materials, appliances,
furniture and home accessories. Habitat's support comes primarily from donations and grants.

In the year ended June 30, 2019, Habitat moved to accept the transfer of asset from Seward County
Habitat for Humanity, which is another affiliate of Habitat for Humanity International, Inc.

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

Method of Accounting. The accompanying financial statements of Habitat have been prepared on the
accrual basis of accounting.

Cash and Cash Equivalents. For purposes of the statements of cash flows, Habitat considers all
unrestricted highly liquid investments with a maturity of three months or less to be cash equivalents.

Restricted Cash. Habitat currently services the mortgages on the homes it sells. Included in restricted
cash and funds held in escrow are amounts received for insurance and property taxes on such homes.

Grants Receivable. Grants receivable are stated at the amount management expects to collect from
balances outstanding at year-end. Based on management’s assessment of the credit history of grantors
having outstanding balances and current relationships with them, it has concluded that realization losses
on balances outstanding at year-end will be immaterial.

Notes Receivable. Notes receivable are reported at the amount management expects to collect from
outstanding balances at year-end. Based on management's assessment of the credit history with
customers having outstanding balances and current relationships with them, it has concluded that
realization losses on balances outstanding at year-end will be immaterial.

Notes receivable consists of noninterest-bearing notes which are secured by real estate. Repayment to
Habitat shall occur by the homeowner at such time the resident sells the property, or discontinues use of
the property as their permanent residence.

Notes receivable also consists of unsecured noninterest-bearing notes which are payable in monthly

installments over the life of the note. The discount on such notes is not material to the financial statements.

Mortgage Loans Receivable. Mortgage loans receivable consists of noninterest-bearing mortgages
which are secured by real estate and payable in monthly installments over the life of the mortgage.
Noninterest-bearing mortgages have been discounted based upon prevailing market rates for low-
income housing at the inception of the mortgages. Utilizing a straight-line basis, this discount will be
recognized as income over the term of the mortgage. Habitat considers all mortgage receivables to be
fully collectible. Therefore, no allowance for uncollectible amounts has been established.

From time to time, Habitat will sell mortgages to financial institutions. If the loan is sold, the
unamortized balance of the loan discount upon sale of the loan is included in mortgage loan discount
amortization on the consolidating financial statements and the mortgages are derecognize from the
mortgage loans receivable balance.



Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Contract Balances. Contract assets represent Habitat's right to consideration in exchange for goods or
services that have been transferred to the customer before payment is due. Contract liabilities include
consideration due or paid by a customer prior to when Habitat transfers goods or services and represents
Habitat's obligation to the customers. Contract assets are included in the statement of financial position as
notes receivable and mortgage loan receivable. Contract liabilities are included in the statement of financial
position as funds held in escrow, lots to be transferred to homeowners and transferred mortgage payable.

Inventories. Inventory includes land and building materials used in construction of houses to be sold.
Inventory is valued at the lower of cost or net realizable value. Cost is determined by the first-in, first-
out (FIFO) method.

ReStore inventory consists of purchased and donated building materials and household items.
Purchased inventory items are valued at the lesser of cost or net realizable value. Donated items are
stated at their estimated net realizable value. Net realizable value is the estimated selling prices in the
ordinary course of business, less reasonable predictable costs of completion, disposal and
transportation. Cost is determined by the first-in, first-out (FIFO) method.

Property and Equipment and Depreciation. Property and equipment are carried at cost, if purchased,
and at fair market value at the date of contribution, if received by donation, less accumulated
depreciation. Depreciation is provided for in amounts sufficient to relate the cost of depreciable assets
to operations over their estimated useful lives computed primarily on the straight-line method. Property
and equipment is depreciated over estimated useful lives from 3 to 39 years. It is Habitat’s policy to
capitalize property and equipment over $500. Lesser amounts are expensed.

Accrued Vacation. Full-time, year-round employees are entitled to paid vacation depending on the
length of service and other factors. Accrued vacation for the year ended June 30, 2020 and 2019 was
$12,759 and $-, respectively. Habitat’s policy is to pay this liability upon termination of employment.

Net Asset Classification. Net assets, revenues, gains, and losses are classified based on the existence
or absence of donor- or grantor-imposed restrictions. Accordingly, net assets and changes therein are
classified and reported as follows:

Without donor restrictions. Net assets available for use in general operations and not subject to
donor or grantor restrictions.

With donor restrictions. Net assets subject to donor- or grantor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those that will be met by the passage of
time or other events specified by the donor. Other donor-imposed restrictions are perpetual in
nature, where the donor stipulates that resources be maintained in perpetuity. Gifts of long-lived
assets and gifts of cash restricted for the acquisition of long-lived assets are recognized as revenue
when the assets are placed in service. Donor-imposed restrictions are released when a restriction
expires, that is, when the stipulated time has elapsed, when the stipulated purpose for which the
resource was restricted has been fulfilled, or both, and are reported in the statements of activities as
net assets released from restrictions.

Contributions restricted by donors received in the same period when the associated stipulated time
or purpose restriction is accomplished are reported as increases in net assets without donor
restrictions. All other donor-restricted contributions are reported as increases in net assets with
donor restrictions, depending on the nature of the restrictions.
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Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Revenue Recognition. The following is a description of Habitat's principal sources of revenue:

ReStore Sales. ReStore is a home improvement and donation center that sells donated or
purchased building materials, appliances, furniture and home accessories. Revenue is recognized
at the point of sale.

Contributions. Contributions are recognized when a donor makes a promise to give that is, in
substance, unconditional. Conditional promises to give, that is, those with a measurable
performance or other barrier, and a right of return, are not recognized until the conditions on
which they depend have been substantially met. Habitat has not received any conditional
contributions.

Government and Other Grants. Habitat is the recipient of federal, state, and local grants to
fund its primary programs. Grants are recorded as revenue when the related approved
expenditures are made. Unearned grant revenue represents advances of grant funds received prior
to the incurrence of related costs by Habitat. At June 30, 2020 and 2019, conditional
reimbursement-basis grants of $133,826 and $90,102 were awarded to Habitat, for which Habitat
has not yet incurred related expenditures.

Sales to Homeowners. Home sales are recognized as revenue at a point in time upon the closing
of the sale.

Fundraising Events. Habitat holds fundraising events to raise money to support program
services. Revenue that is received in exchange for a benefit is recognized at the at the fair value
of the benefit received at a point in time when the event takes place. Payments received in excess
of the amount received in exchange for a benefit is recognized as contribution revenue.

Mortgage Loan Discount Amortization. Habitat discounts mortgage receivable to more fairly
reflect the value of the zero interest mortgages on the statement of financial position. The
discount is the difference between the face value of the mortgage and the current value of the
mortgage, calculated using the term of the mortgage and the appropriate rate. The discount
expense is recorded in the first year of the mortgage and is recaptured as revenue over the life of
the mortgage.

Silent Recapture. Habitat includes a second promissory note with the sale of a home when the
fair market value of the home exceeds 30% of the buying household's gross income. This note is
not included as an asset or income when it originates since it is forgivable by written terms of the
note and mortgage creating significant uncertainty regarding collectability. Events triggering the
borrower’s obligation to pay include abandonment, conveyance, or default in payment of the first
loan if the default continues after Habitat gives the borrower notice of default and the time within
which it must be cured. Silent recapture income is recognized at a point in time when a related
home is sold or refinanced by the homeowner and is included in the statement of activities under
other program revenue.

Repairs Income. Habitat provides repair services to low income households and finances all or

part of the price of the repair. Revenue for repairs is recognized at a point in time when the repair
is completed and is included in the statement of activities under other program revenue.
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Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Donated Materials and Services. Donated materials are recorded as contributions at their estimated
fair value at the date of donation, which is determined by the resale value of the goods that are donated
to the ReStore store. Donated services are recognized as contributions if the services (a) create or
enhance non-financial assets or (b) require specialized skills, are performed by people with those skills,
and would have otherwise been purchased by Habitat. Many individuals also provide their time and
perform a variety of tasks that assist Habitat with its operations. The volunteer hours have not been
recorded in the financial statements since those services do not meet the criteria for recognition.

Advertising. Advertising costs of Habitat are expensed as incurred. Advertising expense was $74,524
and $23,330 for the years ended June 30, 2020, and 2019, respectively.

Expense Allocation. The costs of providing various programs and other activities have been
summarized on a functional basis in the statement of activities and in the statement of functional
expenses. Accordingly, payroll and benefits have been allocated on the basis of each job function and
an estimate of time and effort.

Income Taxes. Habitat is exempt from Federal income tax under Section 501(c)(3) of the Internal
Revenue Code. As such, income earned in the performance of its exempt purpose is not subject to
income tax. Any income earned through unrelated business activities is subject to income tax at normal
corporate rates. Habitat believes that it has appropriate support for any tax positions taken, and as such,
does not have any uncertain tax positions that are material to the financial statements.

Habitat's federal Exempt Organization Business Income Tax Returns (Form 990) for June 30, 2020,
2019, and 2018 are subject to examination by the IRS, generally for three years after they were filed.

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

NOTE B - MORTGAGE LOANS RECEIVABLE

Mortgage home receivables are payable to Habitat and are shown on the consolidating statements of
financial position discounted from their stated rates to various rates ranging from 7.38% to 9% at the
inception of the mortgages, as dictated by Habitat International. Habitat feels no provision for loan
losses is required because the fair market value of the homes is typically in excess of the related
mortgage loan balance.

Mortgage loans receivable consists of:

2019
2020 (as restated)
Mortgage loans receivable $ 5,353,951 $ 5,303,678
Mortgage loans discount (3,274,567)  (3,214,418)

$ 2,079,384 $ 2,089,260

12



Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE B - MORTGAGE LOANS RECEIVABLE - CONTINUED

In prior years, Habitat has sold mortgages with outstanding balances to third-party financial institutions.
Habitat retains full recourse on these mortgages and continues to service and guarantee the mortgages.
Habitat retains the right to substitute similar mortgages in case of default by the homeowners to pay the
mortgage. During the year ended June 30, 2019, Habitat sold mortgages with a total balance of
$386,746 to a third-party financial institution for cash in the amount of $367,289. The mortgages had an
unamortized discount of $255,567 that was recognized as a gain and included in mortgage loan discount
amortization on the statement of activities. At June 30, 2020 and 2019 the amount of loans subject to
Habitat’s guarantee still outstanding was approximately $555,067 and $598,126, respectively.

NOTE C - INVENTORY

Inventory consists of:

2019
2020 (as restated)
Lots $ 253,064 $ 184,127
Homes under construction 417,877 283,720
Repairs in progress 866 -

$ 671,807 $ 467,847

NOTE D - PROPERTY AND EQUIPMENT

Property and equipment consist of:

Land $ 98447 $ 98,447
Buildings and improvements 259,387 259,387
Leasehold improvements 34,734 34,734
Construction equipment 81,589 81,589
Vehicles 74,242 74,242
ReStore equipment 23,149 22,296
Furniture and equipment 77,210 76,433

648,758 647,128
Less accumulated depreciation (152,788) (110,191)

$ 495970 $ 536,937

The financial statements include depreciation expense of $42,596 and $36,779 for the years ended June
30, 2020 and 2019, respectively.

NOTE E - LINE OF CREDIT

Habitat has a $140,000 demand line of credit, none of which was drawn down as of June 30, 2020 and
2019. The interest rate is 0.5% plus the prime rate, which was 3.25% at June 30, 2020. As of June 30,
2019, the interest rate was 1% plus the prime rate, which was 5.75%

13



Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE F - NOTE PAYABLE

Note payable consists of:

2020 2019
Note payable, bank $ 246453 $ -
Less current maturities (6,445) -
$ 240,008 $ -

Note payable, bank, dated March 31, 2020. Original amount, $248,169, payable in monthly
installments of $1,000 including interest at 2.25% per annum. The final payment is due March 31,
2030. The note is secured by commercial security agreement dated March 31, 2020.

Aggregate maturities on long-term obligations for the years following June 30, 2020 are as follows:

Years ending June 30,

2021 $ 6,445
2022 6,594
2023 6,746
2024 6,887
2025 7,060
Thereafter 212,721
$ 246,453

NOTE G - LOTS TO BE TRANSFERRED TO HOMEOWNERS

Habitat receives funds from the City of Lincoln Housing Development Loan Program (HOME) to
purchase lots for the purpose of constructing homes for low-income families.

Under the HOME Program, Habitat agrees to begin construction of single-family homes within one
year from the date Habitat takes title to each lot, and complete construction within one year from the
start of construction. Each home must then be transferred to a low-income family, at which time the
obligation to repay the loan to the City for the lot purchased is also transferred to the homeowner.
Repayment to the City shall occur by homeowners at such time they sell the property or discontinue use
of the property as their permanent residence.

At June 30, 2020 and 2019, Habitat held lots purchased with HOME funds with a total value of
$224,443 and $114,130, respectively.

NOTE H - ANNUITY PAYABLE
Habitat received $10,000 cash under a charitable gift annuity arrangement and makes quarterly
payments of $235 to the donor for the remainder of her life. Life expectancy has been determined using

actuarial tables. The annuity payable of $907 and $1,847 at June 30, 2020 and 2019, respectively,
represents the present value of the estimated future payments to the donor.
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Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE I - NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions are restricted for the following purpose or periods:

2019
2020 (as restated)

Subject to time restrictions $ 64663 $ -

NOTE J - LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other restrictions limiting
their use, within one year of the statement of financial position date, comprise the following:

Cash and cash equivalents $ 638,522 $ 415,467
Grants receivable 80,422 167,849

$ 718944 $ 583,316

Habitat has a demand line of credit with the bank for borrowing not to exceed $140,000 in the
aggregate available to meet cash needs.

As part of Habitat's liquidity management, it has a policy to structure its financial assets to be available
as its general expenditures, liabilities, and other obligations come due. In addition, Habitat invests cash
in excess of daily requirements in short-term federal investment trusts. Although Habitat does not
intend to spend from its investments other than amounts appropriated for general expenditure as part of
its annual budget approval and appropriation process, amounts could be made available, if necessary.

NOTE K - OPERATING LEASES

On April 11, 2017, Habitat entered into a 60-month operating lease for a copier. Under the terms of the
lease, monthly rent payments are $160.

On April 7, 2014, Habitat entered into a 36-month operating lease for the ReStore location. On May 30,
2019, Habitat extended the lease for an additional 36-months. Under the terms of the lease, monthly
rent payments are $7,024 per month from September 15, 2019 to September 14, 2020, $7,235 per
month from September 15, 2020 to September 14, 2021, $7,452 per month from September 15, 2021 to
September 15, 2022.

On February 19, 2020, Habitat entered into a 36-month operating lease for telephones. Under the terms
of the lease, monthly rent payments are $299.
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Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE K - OPERATING LEASES - CONTINUED

The financial statements include rent expense of $83,878 and $80,860 for the years ended June 30,
2020 and 2019, respectively.

Future minimum lease payments are as follows:

Years ending June 30,

2021 $ 91,745
2022 94,177
2023 24,448

$_ 210370

NOTE L - RETIREMENT

Habitat maintained a SIMPLE IRA plan for all eligible employees who have met the service
requirements. On January 1, 2020, Habitat converted the SIMPLE IRA plan to a 401(k) plan covering
eligible employees. The plan provides for matching contributions in an amount equal to 3% of the
eligible employee’s contribution under both plans. Habitat contributed $7,279 and $11,327 for the years
ended June 30, 2020 and 2019, respectively.

NOTE M - PAYMENTS TO INTERNATIONAL AFFILIATE

Habitat annually remits a portion of its cash contributions to Habitat for Humanity International, Inc.
These funds are used to construct homes in economically depressed areas around the world. For the
years ended June 30, 2020 and 2019, Habitat contributed $30,500 and $45,000, respectively.

NOTE N - CONCENTRATIONS OF CREDIT RISK

Financial instruments which potentially subject Habitat to concentrations of credit risk consist
principally of checking accounts and STIFIT accounts at financial institutions. Accounts at each
institution are insured by the FDIC up to $250,000. At June 30, 2020 and 2019, the bank accounts
exceeded federally insured limits by $452,646 and $286,709, respectively. Habitat has not experienced
any losses on such accounts.
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Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE O - NEW ACCOUNTING STANDARDS

Revenue Recognition

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers ("ASU 2014-
09"). ASU 2014-09 provides a single model for entities to use in accounting for revenue arising from
contracts with customers. The new standard also requires expanded disclosures regarding the qualitative
and quantitative information about the nature, amount, timing, and uncertainty of revenue and cash
flows arising from contracts with customers. The FASB has subsequently issued additional, clarifying
standards to address issues arising from implementation of the new revenue recognition standard. ASU
2014-09 and all subsequently issued amendments, collectively “ASC 606,” is effective for annual
reporting periods beginning after December 15, 2019, but early adoption is permitted. The standard
permits the use of either a full retrospective or a modified retrospective approach.

Habitat adopted ASC 606 on July 1, 2019 using the modified retrospective method. The amount and
timing of revenue recognition was not impacted by the new standard, and therefore, no cumulative
adjustment was recognized in net assets upon adoption. See Note A for further disclosure of Habitat's
revenues from contracts with customers.

Contributions

In June 2018, FASB issued ASU 2018-08, Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made. This standard assists entities in evaluating whether
transactions should be accounted for as contributions or exchange transactions and determining whether
a contribution is conditional. For nonexchange transactions, the contribution guidance in ASC 958 is
typically applied, whereas for exchange transactions, an entity should apply ASC 606 or other
appropriate guidance. Habitat has implemented the provisions of ASU 2018-08 applicable to both
contributions received and to contributions made in the accompanying financial statements under a
modified prospective basis. Accordingly, there is no effect on net assets in connection with the
implementation of ASU 2018-08.

Restricted Cash

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230): Restricted
Cash. The ASU is intended to reduce diversity by clarifying how entities should present restricted cash
and restricted cash equivalents in the statement of cash flows. As a result of the guidance, entities are
required to include in its cash and cash equivalent balances in the statement of cash flows those
amounts that are deemed to be restricted cash and restricted cash equivalents. The ASU also requires
reconciliation between the statement of financial position and the statement of cash flows when the
statement of financial position includes more than one line item for cash, cash equivalents, restricted
cash, and restricted cash equivalents. Additionally, entities will no longer present transfers between
cash and restricted cash components in the statement. The guidance requires retrospective application
and is effective for fiscal years beginning after December 15, 2018.

Habitat adopted the ASU on July 1, 2019 and has modified the presentation and disclosure of restricted
cash and cash equivalents accordingly.
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Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE P - RISKS AND UNCERTAINTIES

The COVID-19 (coronavirus) outbreak continues to prompt global health concerns. Consequently, it is
possible Habitat could be impacted by the volatility in the economy beyond the financial statement
date. Specifically, Habitat could experience decreases in contributions and ReStore sales and increases
in construction costs.

NOTE Q - RECLASSIFICATIONS

Certain amounts in the year ended June 30, 2019 financial statements have been reclassified to conform
with current year presentation. These reclassifications had no effect on the 2019 net assets, however,
see Note R for the prior period adjustments.

NOTE R - PRIOR PERIOD ADJUSTMENTS

The June 30, 2019 financial statements have been restated to adjust mortgage loans receivable and the
related discount actual, to write off land sold in 2015, to adjust grant revenue and the related liability for
lots transferred to homeowners, to adjust cost of homes sold for amounts relating to prior years, and to
remove other mortgage receivables transferred from Seward County Habitat.

Assets have been decreased as of June 30, 2019 as follows:

Prepaid expenses $ (21,651)
Grants receivable (107,530)
Mortgage loans receivable, net of discount (526,026)
Inventory, lots and homes (38,456)

$ (693,663)

Liabilities have been increased (decreased) as of June 30, 2019 as follows:

Funds held in escrow $ (3,375
Transferred mortgages payable (594,538)
Lots to be transferred to homeowners 32,643

$ (565,270)

Net assets have been decreased as of June 30, 2018 as follows:

Without donor restrictions $  (71,067)

The June 30, 2019 change in net assets increased (decreased) as follows:

Grants $ (161,825)
Mortgage loan discount amortization 255,567
Cost of homes sold (8,643)

$ 85009
Assets transferred from Seward County Habitat $ (142,425)
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Lincoln/Lancaster County Habitat for Humanity

NOTES TO THE FINANCIAL STATEMENTS

NOTE S - SUBSEQUENT EVENTS

Subsequent events have been evaluated through the audit report date, the date the financial statements
were available to be issued.

On February 22, 2021, Habitat obtained a loan for $103,660 under round two of the Paycheck
Protection Program to cover payroll costs. The loan may be eligible for partial or complete forgiveness
when spent on qualifying expenditures. Any remaining balance will be repaid beginning July 22, 2022
with interest accruing at 1%.

On March 7, 2021, Habitat received notice from the Small Business Administration that the first
Paycheck Protection Program loan received during the year end June 30, 2020 for $119,600 had been
forgiven in full. Habitat recognized the entire portion of the loan as income and is included in the
statement of activities under grants.
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