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() PATTILLO, BROWN & HILL, L.L.P.

401 West State Highway 6

m‘ I I Waco, Texas 76710
- 254.772.4901 | pbhcpa.com

INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees of
Waco Habitat for Humanity

Opinion

We have audited the financial statements of Waco Habitat for Humanity (a nonprofit organization),
which comprise the statement of financial position as of June 30, 2025, and the related statements of
activities, cash flows, and functional expenses for the year then ended, and the related notes to the financial
statements.

In our opinion, the accompanying financial statements present fairly in all material respects, the
financial position of Waco Habitat for Humanity as of June 30, 2025, 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.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America (GAAS); Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Waco Habitat for Humanity 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 the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about Waco Habitat for
Humanity’s ability to continue as a going concern for one year after the date that the financial statements
are issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.
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Misstatements are considered material if there is a substantial likelihood that, individually or in the
aggregate, they would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

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

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 Waco Habitat for Humanity’s internal control. Accordingly, no such opinion is
expressed.

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.

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

Report on Summarized Comparative Information

We have previously audited Waco Habitat for Humanity’s June 30, 2024 financial statements, and our
report dated December 31, 2024, expressed an unmodified opinion on those audited financial statements. In
our opinion, the summarized comparative information presented on the statement of activities for the year
ended June 30, 2024, is consistent, in all material respects, with the audited statement of activities from which
it has been derived.

(\)a;\%ﬂc,%hwm < HM, LLf

Waco, Texas

December 11, 2025



FINANCIAL STATEMENTS



WACO HABITAT FOR HUMANITY
STATEMENTS OF FINANICAL POSITION
JUNE 30, 2025 AND 2024

2025 2024
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 2,467,100 $ 1,666,312
Other receivables 16,675 16,994
Current installments of non-interest
bearing mortgage loans 150,000 130,000
Total current assets 2,633,775 1,813,306
PROPERTY AND EQUIPMENT
Land 255,251 255,251
Buildings 1,401,548 1,386,974
Equipment 140,438 111,810
ReStore equipment 138,542 119,247
Less: accumulated depreciation ( 739,733) ( 698,282)
Total property and equipment 1,196,046 1,175,000
OTHER ASSETS
Homes under construction 575,980 395,795
Vacant lots 285,517 208,515
Escrow receivable 50,935 68,898
Beneficial interest in assets held by Waco Foundation 163,690 149,637
Non-interest bearing mortgage loans,
less current installments 1,958,278 1,964,447
Less: discount on mortgages (_1,216,636) (1,241,223)
Total other assets 1,817,764 1,546,069
Total assets $ 5,647,585 $ 4,534,375
LIABILITIES AND NET ASSETS
LIABILITIES
Sales tax payable $ 4,186 $ 3,286
Other payables 63,695 53,903
Current maturities of notes payable 3,843 3,657
Total current liabilities 71,724 60,846
Long-term notes payable, less current maturities 140,887 144,733
Total liabilities 212,611 205,579
NET ASSETS
With donor restriction 62,085 -
Without donor restriction:
Board designated for endowment 163,690 149,637
Undesignated 5,209,199 4,179,159
Total without donor restrictions 5,372,889 4,328,796
Total net assets 5,434,974 4,328,796
Total liabilities and net assets $ 5,647,585 $ 4,534,375

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



WACO HABITAT FOR HUMANITY

STATEMENTS OF ACTIVITIES

FOR THE YEAR ENDED JUNE 30, 2025
(With Summarized Financial Information for the Year Ended June 30, 2024)

REVENUE, GAINS AND OTHER SUPPORT
Foundation contributions
Public contributions
Other contributions
ReStore sales
ReStore in-kind donations
Mortgage loans on homes
In-kind donations
Discount amortization
Net investment income
Special Events
Employee retention credits
Other income
Net assets released from restriction:
Satisfaction of donor restrictions

Total revenue, gains and other support

EXPENSES
Program Services
New home construction and rehabs

Critical home repair and ramps
ReStore expenses
Family services

Supporting Services
Management and general expenses
Fundraising expenses

Total expenses
CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

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

Without Donor With Donor 2025 2024

Restrictions Restrictions Total Total
$ 43,098 ¢ 25,000 $ 68,098 $ 116,597
4,500 13,000 17,500 13,500
1,583,861 40,000 1,623,861 222,920
569,124 - 569,124 668,814
12,301 - 12,301 6,391
281,000 - 281,000 412,231
32,503 - 32,503 7,760
115,370 - 115,370 84,181
97,439 - 97,439 81,179
232,884 - 232,884 100,128
- - - 141,804
9,519 - 9,519 15,218

15,915 ( 15,915) - -
2,997,514 62,085 3,059,599 1,870,723
737,012 - 737,012 827,753
178,029 - 178,029 28,359
560,370 - 560,370 534,348
123,427 - 123,427 123,520
192,572 - 192,572 245,719
162,011 - 162,011 154,624
1,953,421 - 1,953,421 1,914,323
1,044,093 62,085 1,106,178 ( 43,600)
4,328,796 - 4,328,796 4,372,396
$ 5,372,889 $ 62,085 $ 5,434,974 $ 4,328,796




WACO HABITAT FOR HUMANITY
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2025

Program Services Support Services
New Home Critical Home ReStore
Construction Repair and : Management
and Rehabs Ramps Expenses Family and General Fundraisin
Services g Total

House construction $ 351,299 $ - $ - $ - $ - $ - $ 351,299
Home repairs and ramps - 137,927 - - - - 137,927
Tithe for international homes 18,000 - - - - - 18,000
Salaries 100,985 21,091 301,223 59,116 122,974 84,363 689,752
Retirement 2,787 633 8,843 1,773 3,689 2,528 20,253
Employee benefits 12,861 1,652 49,122 5,899 8,602 6,441 84,577
Payroll taxes 8,364 1,606 21,956 4,478 9,036 6,363 51,803
Accounting and legal fees 29,730 - 555 - 1,123 - 31,408
Advertising and promotion - 69 23,960 450 291 1,501 26,271
Office expenses 8,753 2,189 14,164 4,827 4,261 6,182 40,376
Information technology 4,473 2,980 4,770 2,822 3,783 2,867 21,695
Occupancy 11,004 2,153 21,464 5,858 8,255 6,657 55,391
Travel 13,972 53 5,509 381 2,438 543 22,896
Conferences, conventions, and meetings 1,428 2,976 449 1,279 2,949 1,979 11,060
Depreciation and amortization 11,734 1,933 20,181 6,712 6,582 3,685 50,827
Rental Expense - - 2,000 - - - 2,000
Freight & handling - - 10,495 - - - 10,495
Forklift expense - - 3,358 - - - 3,358
Insurance 8,849 2,145 15,621 1,443 14,177 1,443 43,678
Mortgage discount 90,783 - - - - - 90,783
Purchased goods - - 39,635 - - - 39,635
In-kind expense 32,503 - 12,301 - - - 44,804
Other expenses 29,487 622 4,764 28,389 4,412 37,459 105,133

Total expenses $ 737,012 $ 178,029 $ 560,370 $ 123,427 $ 192,572 $ 162,011 $ 1,953,421

The accompanying notes are an integral part of these financial statements.
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WACO HABITAT FOR HUMANITY
STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED JUNE 30, 2024

Program Services

Support Services

Critical
Construction Home ReStore , Management
and Rehabs Repair and Expenses Family and General Fundraisin
Ramps Services g Total
$ 446,917 $ - $ - $ - - $ - $ 446,917
28,359 - - - - 28,359
18,000 - - - - - 18,000
108,406 - 289,535 55,815 120,121 86,187 660,064
3,459 - 8,897 1,825 4,163 2,812 21,156
17,162 - 47,858 6,068 8,708 6,108 85,904
8,295 - 21,473 4,214 8,954 6,546 49,482
500 - 3,000 8,337 43,471 - 55,308
- 1,475 1,246 - 153 2,874
9,026 - 16,927 7,715 6,232 7,065 46,965
2,924 - 2,550 1,313 1,910 2,869 11,566
15,183 - 26,159 4,930 8,214 8,812 63,298
10,168 - 5,749 1,094 1,950 646 19,607
581 - 1,382 3,354 3,238 2,733 11,288
11,537 - 18,459 6,461 6,449 3,692 46,598
- 11,159 - - - 11,159
- 8,359 - - - 8,359
- 5,190 - - - 5,190
7,421 - 10,744 656 11,240 656 30,717
135,007 - - - - - 135,007
- 38,277 - - - 38,277
7,760 - 6,391 - - - 14,151
25,407 - 10,764 20,492 21,069 26,345 104,077
$ 827,753 $ 28,359 $ 534,348 $ 123,520 245,719 $ 154,624 $ 1,914,323

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




WACO HABITAT FOR HUMANITY

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2025 AND 2024

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets
Depreciation and amortization
Loss on disposition of fixed assets
(Acquisition) disposition of vacant lots and donated buildings
Unrealized (gain) loss on investments
Adjustments to reconcile change in net assets
to net cash provided by operating activities:
(Increase) decrease in mortgage receivables, net
(Increase) decrease in receivables
(Increase) decrease in houses under construction
Increase (decrease) in other payables
Increase (decrease) in escrow accounts

Net cash provided (used) by operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on notes payable

Net cash used by financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Acquisitions of fixed assets
Disposition of equipment
Net cash used by investing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR

2025 2024
$ 1,106,178 $( 43,600)
50,827 46,598
8,625 ( 8,000)
( 77,002) ( 141,217)
( 14,053) ( 16,116)
( 38,418) ( 16,552)
319 46
(  180,185) 38,753
10,692 ( 17,666)
17,963 5,254
884,946 (_ 152,500)
( 3,660) ( 3,605)
( 3,660) ( 3,605)
( 80,498) ( 74,400)
- 8,000
( 80,498) ( 66,400)
800,788 (  222,505)

1,666,312

$ 2,467,100

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

1,888,817

$ 1,666,312



WACO HABITAT FOR HUMANITY
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2025 AND 2024

ORGANIZATION AND NATURE OF ACTIVITIES

Waco Habitat for Humanity, Inc. ("WHFH”, or the “Habitat”) is a not-for-profit organization registered in
the state of Texas and headquartered in Waco, Texas. It is an affiliate of Habitat for Humanity
International, Inc., which is a nonprofit, nondenominational Christian housing organization. WHFH, with
the help of volunteer labor and donations of money and materials, brings communities and people together
to create and sustain home ownership in McLennan County.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements of WHFH have been prepared on the accrual basis of accounting and
accordingly reflect all significant receivables, payables, and other liabilities, in accordance with
accounting principles generally accepted in the United States of America ("GAAP").

Basis of Presentation

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

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions. Such net assets are available for any purpose
consistent with the Habitat’s mission. Designations of net assets by the governing board do not
have the same legal requirements as do restrictions of funds and are included in this category.

Net Assets With Donor Restrictions — Net assets subject to specific, donor-imposed restrictions
that must be met by actions of the Habitat and/or passage of time. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates that resources be maintained in
perpetuity. 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.

Recognition of Donor Restrictions

Support that is restricted by the donor is reported as an increase in net assets without donor
restrictions 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 net assets with donor restrictions
depending on the nature of the restriction. When the restriction expires, net assets with donor
restrictions are reclassified to net assets without donor restrictions.

Significant Estimates

The preparation of financial statements in conformity with GAAP 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. Significant estimates included in the financial
statements are the useful lives of property and equipment, fair value of investments, and the discount
on mortgages. Actual results could differ from those estimates.



Income Tax Status

WHFH has been granted exemptions from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code. As such, no provision for income taxes is reflected in the financial statements.

The accounting standards on accounting for uncertainty in income taxes address the determination of
whether tax benefits claimed or expected to be claimed on a tax return should be recorded in the
financial statements. Under that guidance, WHFH may recognize the tax benefit from an uncertain tax
position only if it is more likely than not that the tax position will be sustained on examination by
taxing authorities based on the technical merits of the position. Examples of tax positions include the
tax-exempt status of WHFH and various positions related to the potential sources of unrelated business
taxable income. The tax benefits recognized in the financial statements from a tax position are
measured based on the largest benefit that has a greater than 50% likelihood of being realized upon
ultimate settlement. There were no unrecognized tax benefits identified or recorded as liabilities for
fiscal years 2025 and 2024. The previous three years remain subject to examination by tax
jurisdictions.

Cash and Cash Equivalents

For purposes of the statements of cash flows, WHFH considers all highly liquid investments with an
initial maturity of three months or less to be cash equivalents. There were no cash equivalents for the
years ended June 30, 2025 and 2024.

Mortgages Receivable

Mortgages receivable consist of non-interest bearing mortgages, which are secured by real estate
and payable in monthly installments. The mortgages have an original maturity of 10 to 30 years.
These mortgages have been discounted at various rates ranging from 6.0% to 9.0%, based on
prevailing market rates at the inception of the mortgages. Mortgage discount expense (amortization
of the discount) is recorded using the interest method over the lives of the mortgages.

Vacant Lots

Vacant lots consist of home lots to be developed and costs incurred in conjunction with lot preparation.
They are capitalized until the completion of each home. Home lot inventory was $285,517 and
$208,515 as of June 30, 2025 and 2024, respectively.

Buildings and Equipment

Property and equipment are capitalized at cost if they exceed the $4,000 capitalization threshold.
Donations of fixed assets are capitalized at fair market value at the date of donation. All assets are
depreciated on the straight-line basis over 5 to 40 years.

Support and Cost

Grants, gifts of cash, and other assets are reported as restricted support if they are received with
donor stipulations that limit the use of the donated assets, or if they are designated as support for
future periods. When a donor restriction expires, that is, when a stipulated time restriction ends or
purpose restriction is accomplished, net assets with donor restrictions are reclassified to net assets
without donor restrictions and reported in the statement of net activities as net assets released from
restrictions.

Donations of goods and equipment are reported as unrestricted support unless explicit donor
stipulations specify how the donated assets must be used. Donation of permanent assets with explicit
restrictions that specify how the assets are to be used are reported as restricted support. In the
absence of explicit donor stipulations about how long-lived assets must be maintained, WHFH reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in service.

ReStore revenue is recognized when the donated goods are sold. ReStore expenses are recognized
when incurred.



Homes under Construction

Homes under construction are recorded at cost and includes all direct material, labor, and equipment
costs and those indirect costs related to home construction such as indirect labor, supplies and tool
costs. Land costs included in construction in progress are stated at cost or fair value at the date of the
contribution. Included in land costs are any costs incurred in development. When revenue from the
sale of a home is recognized, the corresponding costs are then expensed in the statements of activities
as program services.

Sale to Homeowners
Sales of homes to homeowners are recorded at the gross mortgage. The mortgages do not bear
interest, but have been discounted based upon applicable rates of interest published by Habitat for
Humanity International, Inc. Using the interest method of amortization, these discounts will be
recognized as mortgage loan amortization over the term of the mortgages.

Home Construction Costs

Costs incurred in conjunction with home construction are capitalized. Construction costs are expensed
during the year a home is sold and included in program services.

Prior Year Summarized Information

The financial statements include certain prior year summarized comparative information in total, but
not by net asset class. Such information does not include sufficient detail to constitute a presentation
in conformity with GAAP. Accordingly, such information should be read in conjunction with WHFH’s
financial statements for the year ended June 30, 2024, from which the summarized information was
derived.

Functional Allocation of Expenses

Directly identifiable expenses are charged to programs and supporting services. Expenses related to
more than one function are charged to programs and supporting services on the basis of periodic time
and expense studies. Management and general expenses include those expenses that are not directly
identifiable with any other specific function but provide for the overall support and direction of the
Habitat.

MORTGAGE RECEIVABLES

Mortgages receivable consists of non-interest bearing loans, payable monthly over 20 to 30 years and
secured by certain real estate in connection with WHFH’s homebuilding initiatives in the Waco, Texas area.
The closing costs are included in the mortgage, and an escrow account is held for taxes and insurance.

The mortgages are non-interest bearing for the life of the loan; however, a discount (calculated based on
the imputed interest rate provided annually by Habitat for Humanity International) is recognized by WHFH
at each sale so the financial statements only reflect, at any point in time, the present value of future
principal payments to be received. The discount is presented on the balance sheet as a reduction to
mortgages receivable and is amortized over the life of the mortgage. Discount rates range from 6.0% to
9.0% based on the applicable interest rate published by Habitat for Humanity International, Inc. for the
year the loan was made.

In addition to the reported mortgage receivables described above, a subordinate lien is established at the
closing of each home for the difference between the appraised value and the actual sales price of the
home. The amount of the subordinate lien is forgiven over 10 to 30 years; however, no amounts
associated with the subordinate lien are reflected in these financial statements. The subordinate lien, or a
portion thereof, is collected only under specific circumstances; therefore, the amount collectible is
unknown.

The balance of current installments on non-interest bearing mortgage loans as of June 30, 2025 and 2024,
of $150,000 and $130,000, respectively, represents the installments due within one year. The remaining
balance of the non-interest bearing mortgage loans as of June 30, 2025 and 2024, of $1,958,278 and
$1,964,447 respectively, is represented as other assets.

10



The discount on mortgage receivables must also be amortized under GAAP. Amortization for the years
ended June 30, 2025 and 2024 was $115,370 and $84,181, respectively.

4. ACCOUNTS RECEIVABLE

For the years ended June 30, 2025 and 2024, accounts receivable consist of:

2025 2024
Other receivables $ 16,675 $ 16,994
Less allowance for doubtful accounts - -
Total $ 16,675 $ 16,994

5. PROPERTY AND EQUIPMENT

The summary of property and equipment for the years ended June 30, 2025 and 2024 are as follows:

2025 2024

Land $ 255,251 $ 255,251
Buildings and improvements 1,401,548 1,386,974
Equipment and tools 140,438 111,810
ReStore equipment 138,542 119,247

1,935,779 1,873,282
Less accumulated depreciation (739,733) (_ 698,282)
Total property and equipment $ 1,196,046 $ 1,175,000

Depreciation expense for the years ended June 30, 2025 and 2024 was $50,827 and $46,598, respectively.

6. NOTES PAYABLE

At June 30, 2025 and 2024, the following debt was outstanding:

2025 2024
SBA Economic Injury Disaster loan payable, with and interest
rate of 2.75%, due in monthly installments of $641,
beginning one year from the loan date and maturing June 18,
2050. $ 144,730 $ 148,390
Less current installments ( 3,843) ( 3,657)
Long-term debt, excluding current installments $_140,887 $_144,733

The debt service requirements for the next five years and thereafter are as follows:

Fiscal Year Ending June 30,

2026 $ 3,843
2027 3,864
2028 3,971
2029 4,082
2030 4,196
Thereafter 124,774
$_ 144,730

11



10.

SALES TO HOMEOWNERS

During the years ended June 30, 2025 and 2024, two and three homes, respectively, were sold to
qualifying applicants. The resulting mortgages are non-interest bearing and the presentation of their book
value has been discounted based upon the prevailing market rates for low-income housing at the inception
of the mortgages (current year’s rate 8.01%). The discount totaled $90,783 and $135,007 for 2025 and
2024.

REVENUE RECOGNITION

The Habitat earns revenue from a variety of sources. The Habitat’s principal sources of revenue are grants,
contributions, ReStore sales and sales to homeowners, as discussed above in note 2.

Sales to homeowners and ReStore sales are exchange transactions within the scope of and accounted for
under Accounting Standards Codification ("ASC"”) 606. ASC 606 requires revenue to be recognized when
the Habitat satisfies the related performance obligations by transferring a good or service to a customer
through a 5-step process:

1) Identify the contract with the customer,

2) Identify the associated performance obligations,

3) Determine the transaction price,

4) Allocate the transaction price to the performance obligations, and

5) Recognize revenue when the performance obligations have been satisfied and the good or
service has been transferred.

Sales to homeowners satisfy performance obligations at a point in time, on the date when the sale formally
closes. ReStore sales also satisfy performance obligations at a point in time when control of the goods
transfers to the customer at the point-of-sale.

Contributions and the composition of grants received by the Habitat are not exchange transactions and
therefore, fall outside the scope of ASC 606. These revenue streams are recognized in accordance with
ASC 958, Not-for-profit Entities.

INVESTMENTS

The Habitat has an investment account under the management of the Waco Foundation. The funds are
the property of the Waco Foundation held by it in its trust capacity. Income earned (less investment fees
incurred) accumulates for distribution at the request of the Habitat. The income may, if both the Habitat
and the Waco Foundation agree, remain and accumulate with the corpus. The Habitat may request
distributions of principal. However, distributions of principal are at the sole discretion of the Waco
Foundation. It is intended that assets be held for the benefit of the Habitat as long as the need for funds
exist. If, for any reason, the Waco Foundation is terminated, dissolves, ceases to exist or ceases to hold
or administer the Habitat’s investment fund or otherwise function under the agreement, then the net
assets of the investment fund, after allowance for liabilities and expenses, shall be distributed to the
Habitat. If the Habitat is not then in existence, funds will be distributed to such organization having similar
purposes as the Habitat as the governing board of the Waco Foundation may select.

The Habitat’s beneficial interest in assets held by the Waco Foundation was $163,690 and $149,637 as of
June 30, 2025 and 2024, respectively.

FAIR VALUE MEASUREMENTS

FASB ASC 820, Fair Value Measurement, clarifies that fair value is an exit price, representing the amount
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants. This guidance establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices
in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy under this
guidance are described below.

e Level 1 - Valuations for assets and liabilities traded in active exchange markets.
Valuations are obtained from readily available pricing sources for market transactions
involving identical assets or liabilities.

12



11.

12,

e Level 2 - Valuations for assets and liabilities traded in less active dealer or broker
markets. Valuations are obtained from third party pricing services for identical or
comparable assets or liabilities which use observable inputs other than Level 1 prices,
such as quoted prices for similar assets or liabilities; quoted prices in active markets
that are not active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities.

e Level 3 - Unobservable inputs that are supported by little or no market activity and
that are significant to the fair value of the assets or liabilities.

In estimating fair value, the Habitat utilizes valuation techniques that are consistent with the market
approach, the income approach, and/or the cost approach. Such valuation techniques are consistently
applied.

The fair value of the investment held at the Waco Foundation (see Investments footnote above) is based
on the fair value of the fund's net assets as determined by the trustee of the fund, primarily using quoted
prices for similar assets in active markets. The following summarizes how the fair values of the investments
were determined.

Fair values of assets measured on a recurring basis at June 30, 2025 and 2024 are as follows:

Fair Value Measurements at Reporting Date Using

Quoted Prices in

Active Markts Quoted Prices

for Identical for Similar
June 30, 2025 Fair Value Assets (Level 1) Assets (Level 2)
Assets at Waco Foundation $___ 163,690 $ - $ 163,690
Total at June 30, 2025 $ 163,690 $ - $ 163,690
June 30, 2024
Assets at Waco Foundation $ 149,637 $ - $ 149,637
Total at June 30, 2024 $ 149,637 $ - $ 149,637

DONATED SERVICES AND MATERIALS

A number of unpaid volunteers have made contributions of their time, materials and services in conjunction
with the Habitat’s programs and services. The value of services provided by the Habitat's many volunteers
are not reflected in these financial statements. The value of the contributions meeting the requirements
for recognition was $44,804 and $14,151 for the years ended June 30, 2025 and 2024, respectively.

ReStore inventory consists of donated home furnishings, building supplies, paint and paint supplies,
flooring, and other home improvement items. No amounts have been recognized in the accompanying
statements of activities for these goods, however, the revenue generated by donated ReStore items is
recognized at the selling price at the time of the sale.

CONCENTRATION OF CREDIT AND MARKET RISK

WHFH maintains cash balances at several financial institutions located in Texas. Accounts at each
institution are insured by the Federal Deposit Insurance Corporation (“"FDIC”) up to $250,000. At June 30,
2025 and 2024, WHFH had approximately $235,056 and $47,574, respectively, in cash balances not
covered by FDIC insurance coverage.

WHFH's purpose is to provide housing for low-income homeowners. As such, it is likely that the mortgage
holders would be unable to qualify for a mortgage from a traditional financial institution. This poses an
inherent risk to WHFH that the mortgages receivable will be partially uncollectible. To mitigate the risk of
overstating the ability of WHFH to fully collect the mortgages, the notes receivable have been discounted
using the prevailing market rate for low-income housing at the inception of the note. Additionally, all notes
receivable are collateralized by the real estate associated with the mortgage.
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TRANSACTIONS WITH HABITAT FOR HUMANITY INTERNATIONAL

WHFH will annually remit a percentage of its unrestricted contributions (excluding in-kind contributions)
to Habitat for Humanity International. For the years ended June 20, 2025 and 2024, WHFH contributed
$9,788 and $7,500, respectively. In addition to these unrestricted contributions to Habitat for Humanity
International, WHFH also paid a tithe in the amount of $18,000 for the year ended June 30, 2025 and
$18,000 for the year ended June 30, 2024. These funds are used to construct homes in economically
depressed areas around the world.

NET ASSETS - ENDOWMENT FUNDS

The Habitat's endowment consists of board designated quasi-endowments invested in funds managed by
the Waco Foundation. The funds are the property of the Waco Foundation held by it in its trust capacity.
Net distributable income of the funds, defined as the net realized and unrealized appreciation of the funds
over the historic dollar value of the assets in the funds is to be distributed to the Habitat at least on an
annual basis, unless otherwise requested by the Habitat. The income may, if both the Habitat and the
Waco Foundation agree, remain and accumulate with the corpus.

As required by GAAP, net assets associated with endowment funds, including funds designated by the
board of trustees to function as endowments, are classified and reported based on the existence or absence
of donor-imposed restrictions. As of June 30, 2025 and 2024, the Habitat does not have any donor
restricted endowment funds, and as such, the endowments are not subject to the Uniform Prudent
Management of Institutional Funds Act (UPMIFA).

Endowment net asset classification by type of fund as of June 30, 2025:

Without With
Donor Donor
Endowment Type Restriction Restriction Total
Donor Restricted $ - $ - $ -
Board Designated 163,690 - 163,690
Total Endowments $ 163,690 $ - $ 163,690

Changes in endowment net assets for the fiscal year ended June 30, 2025:

Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, beginning of year $ 149,637 $ - $ 149,637
Investment return, net 14,053 14,053
Appropriation of endowment assets
for expenditure - - -
Endowment net assets, end of year $ 163,690 $ - $ 163,690

Endowment net asset classification by type of fund as of June 30, 2024:

Without With
Donor Donor
Endowment Type Restriction Restriction Total
Donor restricted $ - $ - $ -
Board designated 149,637 - 149,637
Total endowments $ 149,637 $ - $ 149,637

Changes in endowment net assets for the fiscal year ended June 30, 2024:

Without Donor With Donor
Restrictions Restrictions Total
Endowment net assets, beginning of year $ 133,521 $ - $ 133,521
Investment return, net 16,116 16,116

Contributions to endowment - - -
Appropriation of endowment assets

for expenditure - - -
Endowment net assets, end of year $ 149,637 $ - $ 149,637
14
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LIQUIDITY AND AVAILABILITY OF RESOURCES

The following reflects the Habitat’s financial assets as of June 30, 2025 and 2024, reduced by amounts
not available for general use because of contractual or donor-imposed restrictions within one year of the
balance sheet date. Amounts not available could include amounts set aside for long-term investing in
quasi-endowments that could be drawn upon if the governing board approves that action.

2025 2024

Financial assets:

Cash & cash equivalents $ 2,467,100 $ 1,666,312

Beneficial interest in assets held by Waco Foundation 163,690 149,637

Current installments of non-interest bearing mortgage loans 150,000 130,000
Financial assets, at year-end 2,780,790 1,945,949
Less:

Donor-restricted net assets ( 62,085) -

Board-designated net assets ( 163,690) ( 149,637)
Financial assets available to meet cash needs
for general expenditures within one year $ 2,555,015 $ 1,796,312

RELATED PARTIES

In the normal course of business, the Habitat has business dealings with individuals who are associated
with the Habitat. In the opinion of Management, all business dealings are conducted in an arm’s length

manner.

SUBSEQUENT EVENTS

The Habitat has evaluated subsequent events from the financial position date through December 11, 2025,
the date the financial statements were available to be issued and noted no items requiring disclosure or
recognition.
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