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INDEPENDENT AUDITORS’ REPORT

The Board of Directors of
Habitat for Humanity of Monroe County, Inc.
Bloomington, Indiana

We have audited the accompanying statements of financial position of Habitat for
Humanity of Monroe County, Inc (an Indiana not-for-profit corporation) as of June 30,
2010 and 2009, and the related statements of activities and cash flows for the years then
ended. These financial statements are the responsibility of the Organization’s
management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes consideration of internal control over financial reporting
as a basis of designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion of the effectiveness of Habitat for Humanity of
Monroe County, Inc’s internal control over financial reporting. Accordingly, we express
no such opinion. An audit also includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the
financial position of Habitat for Humanity of Monroe County, Inc and related supporting
organizations as of June 30, 2010 and 2009, and the results of their operations and their
cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Bedford, Indiana
August 11, 2010



Habitat for Humanity of Monroe County, Inc.
Statements of Financial Position
As of June 30, 2010 and 2009

Assets 2010
Current Assets
Cash and Equivalents $ 487,878
Mortgages Receivable, Current 2,097,178
Grocery Coupons Unsold 1,672
Construction Supplies Inventory 4,361
Prepaid Expenses 4,579
Total Current Assets $ 2,595,668
Non-Current Assets
Land Held for Development $ 503,388
Plant & Equipment, net of accumulated
depreciation of $64,507 and $45,685, respectively $ 260,267
Total Non-Current Assets 763,655
Total Assets $ 3,359,323

Liabilities and Net Assets

Current Liabilities

Accounts Payable $ 8,917
Accrued Expenses 34,874
Home Deposits 8,775
Current Portion of Long-term Debt 45,091
Total Current Liabilities $ 97,657

Non-Current Liabilities

Flexcap Note Payable $ 155,089
HUD Shop Notes Payable 48,759
AAR Notes Payable 7,285
Less: Current Portion of Long-term Debt (45,091)
Total Non-Current Liabilities 166,042
Total Liabilities $ 263,699
Net Assets
Unrestricted $ 3,095,624
Total Net Assets 3,095,624
Total Liabilities and Net Assets $ 3,359,323

See notes to financial statements
2

2009

$ 493,931
1,720,765

2,923

5,000

21,412

$ 2,244,031

$ 589,715

S___ 278563

868,278
§__ 3,112,300

$ 54,535
35,647

5,436

82,868

$ 178,486

$ 176,500
42,131
29,289

(82,868)

165,052
S 343,538

S__ 2768771
2,768,771

$___3,112.309



Habitat for Humanity of Monroe County, Inc.

For the Years Ended June 30, 2010 and 2009

Revenue and Other Support
Contributions
Grant Revenue
Home Sales (net of imputed interest)
Partner Family Income
Merchandise Sales
Utility/Credit Card Rebates
Rental Income
Interest Income
Grocery Coupons
Miscellaneous Income

Total Revenues and Other Support

Expenses
Program Services
Management and Administrative
Fund Raising

Total Expenses

Changes in Net Assets

Net Assets, Beginning of Year

Prior period adjustment
Net Assets, Beginning of Year- Restated
Net Assets, End of Year

Statements of Activities

Unrestricted

2,768,813
3,095,624

See notes to financial statements

3

2010

567,931
536,939
657,888
221,629
2,796
2,872
2,995
205
17,019
2,010,274

1,560,414
60,508
62,541

1,683,463

326,811

2,768,771
42

2009

Unrestricted

552,870
234,888
367,781
13,522
191,052
3,362
3,360
3,310
2,930
18,544
1,391,619

999,518
55,816
63,463

1,118,797

272,822

2,495,949

2,495,949
2,768,771



Habitat for Humanity of Monroe County, Inc.
Statements of Cash Flows
For the Years Ending June 2010 and 2009

2010
Cash flows from operating activities
Changes in net assets $ 326,811
Adjustments to reconcile changes in net
assets to changes in net cash:

Gain on sale of equipment 1,510
Depreciation Expense 18,822
Change in prepaid expenses 16,833
Change in property held for sale 86,327
Change in grocery coupons 1,251
Change in construction supplies 596

Change in homes for sale -
Change in construction in progress -

Change in mortgages receivable (376,413)
Change in accounts payable (45,618)
Change in accrued expenses (773)
Change home deposits 3,339
Change in other liabilities 85
Prior period adjustment -
Net cash flow provided from (used by) operating activities $ 32,770

Investing Activities

Purchase of Property and Equipment (2,036)
Net cash flow provided from (used by) investing activities $ (2,036)

Financing Activities

Principal payments long term debt (54,287)

Borrowing long-term debt 17,500
Net cash provided/(used by) financing activities $ (36,787)
Change in Cash (6,053)
Cash Beginning of Period $ 493,931
Cash End of Period $ 487,878

See notes to financial statements
4

2009

$ 272,822

377

7,043
(11,238)
(209,733)

107,424
4,036
(133,462)
(45,325)
35,647
642
(30,097)

(10,122)
$ (11,986)

(100,791)
$ (100,791)

(40,180)
199,250
$___ 159,070

46,293
$ 447,638
$____ 493931



S

SjuSW}E]S jeIouRUl 0} SBJ0U 895

£9¥°€89°T 1#S79 80509 140951 £6£°807 1Z0TS€1
088v1 - $97°C S19°21 1€8°01 L1
6SLE SLIT €L 805°C LL¥T 1€
77881 9/8°1 €I€1 £€9°61 $9 895°G1
00008 - - 00008 000°0S 000°0¢
8¢8°6 - $69 AN SE6°S 80T°€
1SS - - 1SS - IsS
7L6°8 - 8€8C $£1°9 790°C L0
PISCL - L8S°C L76%6 LT6%6 -
$H0P1 - 9¢1T 71611 62 £88°11
619°¢ - - 619°¢ €9 186
¥28 - - ¥28 - 28
6316 - 0SLE 65P°S - 65v°S
$65°01 6LL'8 ovL SLOT L1 8501
820°6 0z¢ $81 £25°% 811 SOP‘s
0588 - - 0588 - 058°8
79L°9 891 #S1 orr9 190°¢ 6LES
6v9'9T - - 6v9vT - 6v9vT
60561 - 8289 1891 - 18971
LY0‘8 0€I‘L SL ws 8 -
£86°9 - - €369 £86°9 -
L - L - - -
LT - - TLTT - UTT
0L0°8S8 - - 0L0°858 - 0L0°8S8
r9°€l 06€ 1L6°S 08Z°L $8¢°¢ 968°¢
85Ty £99°¢ 05$°T 63£°9¢€ 0S1°9 6£7°0€
12449 Sop‘1 36 9681 ¥61°1 79911
L6S'EE 09¢°c 75¢T 98817 - 988°17
Z19°Ghp £62°v¢ SO0V S1EL8E 98901 67998C
ﬁmwo..r 3u _m mmHﬁE._ 5 0>ﬁwbmmdﬁhv< wvowaom ououmvm e @Nm

23 JuswsSeuey

urergord [e30],

SIIATIG

0107 ‘0¢ dunf Sutpug tes X oy Iog
sasuadxy [eUonOUN,] JO JUSWAIIS
"ou] ‘A1UnoD) SOIUOW JO ANuewngy Ioj Jelqep]

sosuadxg [eioL,

RYo

$99 20IAIAG Yueg
uonerardsq
SUOHNQLITO))

asuadxg [o1yoA
Fururel],
PuIsup/xed/suoydsya],
Seurif

[oARLY,

SoueusjuR 2% sireday
saxe],

S9DIAISG [RUOISSJOIJ
Sunuuyg

38ejs0g

asuadxa 1s9101U]
sorpddng 20130

599, Yueg 2 sao1AIeg 9FeSuoN
oURINSU]

osuadxy [eiuey
Suisnreapy
sdrysIoquis |y 2 san(q
sa1iddng uononnsuoy
PIOS S9WOH JO 180D
ypoddng 1sndwop
disy Arerodwsy,
syyeuag

saxe], [[olked

sadepy 2 Atefeg



9

SJUBLUBIELS [BIoUBUY O} S9}0U 998

L6LSIT'T £9%°C9 918°GS 815°666 800°%C1 01S°6L8
LL6T 17 - 956 $S1T 708
€81°¢ SLI‘Y €L 56°1 106°T 1€
€O°L ¥0L Y0L $€9°6 $8T 0S€°S
1L£°0S - - 1.£°06 AN LYT'gh
8PL9 - 63¢°1 65€°S 790°C L6T'E
YELT ovz - e - P6v'T
Sev'c - €11 78€C 802T YLI
PIY01 - 0871 PETG €Il 1z
9¢L'S - SE8°T 106°¢ ovT 199°¢
P8°c - 1ZA9! 81LT 6857 62¢
791°¢ - - 791 - 91°¢
£L8°91 898°C 01z S6LCT - S6LCT
L9L°01 68¢°L PEIT T €Is 1€L1
78001 LESS i€ P8y 8LE 901y
152 - 91 SETE - S€Te
880°01 08 1€2°s LLLY 8Y0°T 6TLT
79¢°6 - - 79¢°6 - 79¢°6
1IP°¢1 - 101°S 01¢'g - 01¢'8
81Z°6 9L£Q - 8 wse -
991°‘9 - - 991‘g 6L0°9 L8
L - L - - -
8¢6°1 - - 8€6°1 - 8¢6°T
OSSP - - POV'SSH - POV SSh
6L1°T1 816 0Zs°s 13787 SS8°1 988
£62°8S £9%°¢ 991°8 $99°9y $T9°CT 6£0°¢cE
069°¢1 LOET Si6 69%°11 $29 ¥8°01
SETbS 163 €TY'e 178°% 8TL'S €650
85T SEE 61°9C 58T 722062 6££°0L £88°612
ﬁmuo,.r mcmwmm.ﬁcsm u>mumwaEEﬁ< mvufﬁuw okoumom «ﬁﬁmm

¥ wowsSeuey

weidold [e10],

ERINER

600 ‘0¢ unf Suipug Yeag ays 104
sesuadX [EUOLOUN, JO JUSWIRIS
"ouj ‘AJUnoy) S0IUOIN JO ANUBWINg IO JRIIqRH]

sosuadxg feio],

LEl o)

$29,§ 901AIG Yueg
uoneioardag
Rigshlesiliteg

osuadxg S[OIYOA
Sururer],
1wrauy/xey/ouoydsrs ]
sannun

[oARI],

soueuauIely 2 siredoy
saxe],

S3DIAIAG [BUOISSSJOI]
Sunuug

a3eisod

asuadyxs 1s9103u]
serjddng soyy0

s394 yueq 29 sad1atag ofeSuol
oueInsu]

asuadxq [ejuay
Sursnreapy
sdrysisquispy % son(g
ss1pddng uononnsuon
PIOS SSWOH JO 1800
poddng renduwoy)
disy Areroduroy,
sjgeuag

soxe] [[oifed

saSep » Lreeg



Habitat for Humanity of Monroe County, Inc.
Notes to Financial Statements
For the Years Ending June 30, 2010 and 2009

Note 1 - Summary of Significant Accounting Policies

Nature of Activity

Habitat for Humanity of Monroe County, Inc. (HFH) is a not-for-profit Indiana
Corporation formed in 1996 for the purpose of providing residential housing for low
income families who have been residents of Monroe County and adjacent counties for at
least one year.

Families who purchase homes are identified by the Family Selection Committee who
uses predetermined criteria which does not consider race, gender, nationality, age,
handicap, religion, marital status or source of personal income. An approved applicant
must provide 250 hours of "sweat equity", maintain the home as required by the
mortgage contract, and participate in HFH's nurturing program which provides education
and counseling.

HFH homes are sold at a predetermined price which is below cost, and HFH provides and
services no-interest mortgages to the home buyers. For accounting purposes, the
mortgages are discounted using an imputed interest rate of 8%. The discounts are
amortized using the effective interest method over the life of the mortgage.

Income Taxes

The Organization is a nonprofit charitable organization as described in Section 501 ( ¢) 3
of the Internal Revenue Code and therefore made no provision for federal and state
income taxes in the accompanying financial statements. In addition, the Organization has
been determined by the Internal Revenue Service not to be a “private Organization”
within the meaning of Section 509(a) of the Internal Revenue Code. There was no
unrelated business income for the year ended June 30, 2010 or 2009. Gifts to the
Organization are tax deductible. HFH solicits contributions from individuals, businesses,
and churches in the Bloomington, Monroe County area and also receives grants from
HFH International as well as other organizations.

Basis of Accounting

The Organization prepares it financial statements in accordance with U.S. generally
accepted accounting principles, which involves the application of accrual accounting;
consequently, revenues and gains are recognized when earned, and expenses and losses
are recognized when incurred. Expirations of temporarily restricted net assets by virtue of
satisfaction of the restriction or expiration of the restriction are reported as
reclassifications between the applicable classes of net assets.



Note 1 - Summary of Significant Accounting Policies (continued)

Accounting Method

HFH has adopted Statement of Financial Accounting Standards (SFAS) No. 116 and No.
117 which standards refer to accounting for contributions received and contributions
made. In accordance with SFAS No. 116, all contributions received are recorded as
unrestricted, temporarily restricted, or permanently restricted support, depending on the
nature, if any, of the donor's restrictions. Under SFAS No. 116, temporarily restricted
contributions are required to be reported as such until the restriction is satisfied or
expired. Temporarily restricted contributions received and satisfied in the current year are
considered unrestricted contributions. Under SFAS No. 117, net assets are identified on
the statement of financial position as unrestricted, temporarily restricted, or permanently
restricted, as required. All contributions are considered unrestricted unless specifically
restricted by the donor.

Cash and Cash Equivalents

For purposes of the statement of cash flows, HFH considers all highly liquid investments
available for current use with an initial maturity of three months or less to be cash
equivalents,

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect 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 gains, and expenses during the reporting period.
Actual results could differ from those estimates.

Contributed Materials and Services

Much of the labor on housing construction is performed by unpaid volunteers as well as
fund raising activities. The value of this contributed time has not been valued, and hence
not a part of these financial statements. Building materials donated to the Restore
operations have not been valued. Sale of these items is recorded as net income to Restore.
These items and services are not susceptible to objective measurement. Donated items
such as new appliances for the houses being constructed are valued at their cost by the
donor.

Advertising

Advertising costs are expensed as incurred. Advertising expenses were $6,983 and
$6,166 as of June 30, 2010 and 2009, respectively.



Note 1 - Summary of Significant Accounting Policies (continued)
Disclosure about Fair Value of Financial Instruments

In 2008, the Organization adopted the provisions of SFAS No. 157, Fair Value
Measurements. Under SFAS No. 157, fair value is defined as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date.

SFAS No. 157 establishes a fair value hierarchy for inputs used in measuring fair value
that maximizes the use of observable inputs and minimizes the use of unobservable
inputs to be used when available. Observable inputs are those that market participants
would use in pricing the asset or liability based on the best information available in the
circumstances. The fair values hierarchy is categorized into three levels based on the
inputs as follows:

Level 1 — Valuations based on unadjusted quoted prices in active market for identical
assets or liabilities as of the reporting date. Since valuations are based on quoted prices
that are readily and regularly available in an active market, valuation of these securities
does not entail a significant degree of judgment.

Level 2 ~ Valuations are based on quoted prices in markets that are not active or for
which all significant inputs are observable, either directly or indirectly, as of the reporting
date.

Level 3 — Valuations are based on inputs that are unobservable and include situations
where there is little, if any, market activity for the investment. The inputs into the
determination of fair value require significant management judgment or estimation.

In some instances, the inputs used to measure fair value may fall into different levels of
fair value hierarchy. In such instances, an investment’s level within fair value hierarchy is
based on the lowest level of input that is significant to the fair value measurement.

The Organization’s measurements of fair value are made on a recurring basis, and their
valuation techniques for assets and liabilities recorded at fair values are as follows:

Investments — The fair value of investments is the market value based on quoted market
prices, when available, or market prices provided by recognized broker dealers. If listed
prices or quotes are not available, fair value is based upon extremely developed models
that use unobservable inputs due to limited market activity of the investment. As of June
30, 2010 and 2009 there were no investments.



Note 1 - Summary of Significant Accounting Policies (continued)

New Accounting Pronouncements

In June 2006, the Financial Accounting Standards Board (FASB) issued FASB
interpretation No. 48 (FIN 48), Accounting for Uncertainty in Income Taxes — an
Interpretation of FASB Statement 109. FIN 48 clarifies the accounting uncertainty in
income taxes recognized in an enterprise’s financial statements in accordance with FASB
Statement 109, Accounting for Income Taxes. FIN 48 prescribes a comprehensive model
for recognizing, measuring, presenting, and disclosing in the financial statements tax
positions taken or expected to be taken on a tax return including positions that the
organization is exempt from income taxes or not subject to income taxes on unrelated
business income. If there are changes in net assets as a result application of FIN 48 these
will be accounted for as an adjustment to the opening balance of retained earnings.
Additional disclosures about the amounts of such liabilities will be required also. The
Organization presently discloses or recognizes income tax positions based on
management’s estimate of whether it is reasonably possible or probable, respectively, that
a liability has been incurred for unrecognized income tax benefits by applying FASB
Statement No. 5, Accounting for Contingencies. The Organization adopted FIN 48 in its
2010 annual financial statements and management does not expect the adoption of FIN
48 to have a material effect on its financial statements since HFH utilized the guidance
within FASB No. 109.

In June 2009, the FASB issued SFAS 168 Accounting Standards Codification and the
Hierarchy of Generally Accepted Accounting Principles to replace SFAS No. 162. SFAS
168 modifies the GAAP hierarchy to include only two levels of GAAP: authoritative and
nonauthoritative. The hierarchy of accounting principles within SFAS No. 168 is
consistent with that previously defined SFAS No. 162, The Hierarchy of Generally
Accepted Accounting Principles. SFAS No. 162 identifies the sources of accounting
principles and provides a consistent framework, or hierarchy, for selecting the accounting
principles to be used in preparing financial statements that are presented in conformity
with U.S. generally accepted accounting principles for nongovernmental entities. SFAS
No. 168 became effective for years beginning on or after December 15, 2009 for
nonpublic nongovernmental entities. HFH had previously utilized the guidance within
SFAS No. 162, and, therefore, does not expect the adoption of SFAS No. 168 to have a
material effect on the financial statements.

Note 2 - Mortgages Receivable

As of June 30, 2010 and 2009, HFH held mortgages for 86 and 74 houses, respectively.
Management believes that all mortgages are collectible, thus no allowance for doubtful
accounts has been recorded.

Note 3 — Grocery Coupons

HFH purchases grocery coupons at a 5% discount from Kroger and Marsh which they
sell as part of fund raising activities. Coupons not sold are valued at cost.

10



Note 4 - Land, Property and Equipment

Land, property and equipment are stated at cost or, in the case of donated property or
equipment, at appraised value at the date of acquisition. Such donations are reported as
unrestricted support unless the donor has restricted the donated asset to a specific
purpose. Assets donated with explicit restrictions regarding their use and contributions of
cash that must be used to acquire property and equipment are reported as restricted
support. The Organization reclassifies temporarily restricted net assets at that time.
Depreciation is computed using primarily the straight-line method based upon the
following estimated useful lives of such assets:

Years
Buildings and improvements 10-40
Machinery and equipment 5-10
Furniture, fixtures and other 5-10

Routine maintenance and repairs under $1,000 are expensed as incurred and major
additions or improvements are capitalized. Upon retirement, sale or disposition of
property and equipment, the cost and accumulated depreciation are eliminated from the
accounts, and gain or loss included in operations.

The following are the components of Land, Plant and Equipment:

6/30/10 6/30/09

Campbell House $ 120,767 $ 120,767
improvements
Lindbergh rental 75,106 75,106
Equipment 39,478 37,442
Furniture and fixtures 0 1,510
Vehicles 71,808 71,808
Land Lindbergh rental 17,615 17,615

Less: accumulated 64,507 45,685
depreciation
Total Land, property and | $ 260,267 $ 278,563
equipment

Depreciation expense for the years ended June 30, 2010 and 2009 was $18,822 and
$7,043, respectively.

Note 5- Property Held for Development and Resale

HFH purchases building lots on which residential dwellings will be constructed in the
future. Land held for development was $503,388 and $589,715, respectively as of June
30, 2010 and 2009.

11




Note 6 — Concentration of Credit Risk

At various times during the year, the Organization’s cash in bank balances at financial
institutions exceeded the federally insured limits. Accounts at an institution are insured
by the Federal Deposit Insurance Corporation (FDIC) up to $100,000. On October 3,
2008, FDIC deposit insurance temporarily increased from $100,000 to $250,000 per
depositor through December 31, 2013. As of June 30, 2010 and 2009, the Organization’s
uninsured cash balances including certificates of deposit totaled $12,085 and $48,809,
respectively. Cash management separates the SHOP account as a requirement of a
Habitat for Humanity International, Inc. As of June 30, 2010 and 2009 certificates of
deposit having maturities of twelve months or less were $35,514 and $35,514,
respectively and twelve months or more were $0.

Note 7 - Notes Payable

HFH notes payable from Habitat for Humanity international, Inc. as of June 30, 2010.

Loan Note Current Portion Collateral Interest Maturity Original Monthly
Number Balance Long-term Debt Rate Date Loan Date | Payment
103025 4,017 3,984 Unsecured 0% | 6/01/2011 | 08/01/2006 332.00
121054 6,096 2,436 Unsecured 0% | 7/01/2012 6/11/2007 203.00
122016 2,044 804 Unsecured 0% | 1/01/2013 7/09/2007 67.00
123011 4,880 1,620 Unsecured 0% | 7/01/2013 2/21/2008 135.00
131079 14,222 2,028 Unsecured 0% | 12/01/2013 | 11/15/2008 338.00
151039 17,500 4,368 Unsecured 0% | 12/29/2014 9/29/2009 364.00
50333 7,285 7,285 Mortgage 3.25% | 12/01/2010 3/01/2004 409.66
Flexcap 09 155,089 22,566 Mortgage 5.30% | 6/01/2016 4/01/2009 | 2528.74
Total 211,133 45,091
Future scheduled maturities of long term obligation are as follows:
June 30, 2011 $ 45,091
June 30, 2012 35,057
June 30, 2013 34,747
June 30, 2014 32,870
June 30, 2015 29,883
June 30, 2016 and thereafter 33,485

12




Note 7 - Notes Payable (continued)

HFH notes payabie from Habitat for Humanity International, Inc. as of June 30, 2009.

Loan Note Current Portion Collateral Interest Maturity Original Monthly
Number Balance Long-term Debt Rate Date Loan Date | Payment
103025 8,001 3,983 Unsecured 0% | 6/01/2011 | 08/01/2006 332.00
121054 8,532 2,436 Unsecured 0% | 7/01/2012 6/11/2007 203.00
122016 2,848 804 Unsecured 0% | 1/01/2013 7/09/2007 67.00
123011 6,500 6,500 Unsecured 0% | 7/01/2013 2/21/2008 135.00
131079 16,250 16,250 Unsecured 0% | 12/01/2013 | 11/15/2008 338.00
50282 7,784 7,784 Mortgage 3.85% | 12/01/2009 3/01/2003 | 1,316.04
50333 21,505 14,748 Mortgage 3.25% | 12/01/2010 3/01/2004 409.66
Flexcap 09 176,500 30,363 Mortgage 530% | 6/01/2016 4/01/2009 | 2528.74
Total 247,920 82,868

Note 8 - Amortization of Homes Sold
The selling price of each HFH home is calculated as follows:

Bids for all material to be used in a home are submitted in December of the year, being
received in January of the following year. A fixed cost for land is added. HFH subsidizes
part of the housing costs. In this way costs are updated annually. Amounts are added for
administrative costs plus any allowances for options chosen by the prospective
homeowner. Costs in excess of “budgeted” amounts are absorbed as program expenses
by HFH.

Note 9 - Long Term Contracts

On March 11, 2009, HFH entered into a construction contract in the amount of $342,000
with an independent third party for the development of infrastructure. HFH is responsible
for remitting payments as work is completed and approved for payment. During the fiscal
year ended June 30, 2009 $189,358 was paid. The remaining balance was paid as the
work was completed as of June 30, 2010.

Note 10 - Restore Operation

Restore is a relatively new operation which was instituted in FY 2004. Donated building
materials are sold to the general public. During the year, revenues realized exceeded the
cost of operations by $56,851 and $88,617.

13




Note 11 - Related Party Transactions
There were no known related party transactions in the current or prior year.
Note 12 — Contingencies

There were no known contingencies as of June 30, 2010 and 2009.

Note 13— Commitments

On September 18, 2006 the First Christian Church and HFH entered into an agreement
whereas HFH for the sum of one dollar shall rent the office building located at 213 East
Kirkwood Avenue in Bloomington, Indiana for the period of twenty (20) years ending on
September 17, 2026. In addition to the one dollar rent HFH further agreed to renovate the
office building at a sum to approximate $130,000 to make the building suitable for their
business offices. In the event of early lease termination the church agrees to a buyout
provision whereas the church remits to HFH the depreciated value as of the termination
date any improvements made by HFH to the demised premises as evidenced by Internal
Revenue Service depreciation schedules.

Note 14 — Retirement Plan

The Organization provides a pension plan under the provisions of 401(k) of the Internal
Revenue Code for qualifying employees. Eligible employees are employees with one
year of service and minimum age of 21. An eligible employee may make a salary
reduction election to have his or her compensation for each pay period reduced by a
percentage or set dollar amount. The total amount of the reduction in the employee’s
compensation cannot exceed $16,500 or $21,500 catch-up provisions for employees over
fifty years of age for any calendar year. For each calendar year, the Organization, with
board approval, will make a matching contribution to each eligible employee’s pension
equal to the employee’s salary reduction contributions up to a limit of 3% of the
employee’s compensation for the calendar year.

The pension account expenses and balances are summarized below:

6/30/10 06/30/09
Matching employer contributions $ 7,806 $ 6,372
Employee contributions 18,983 16,351
$ 26,789 $ 22,723

Note 15 — Summary of Grants

Grants and bequests require the fulfillment of certain conditions as set forth in the
instrument of grant. Failure to fulfill the conditions could result in the return of funds to
grantors. Although that is a possibility, the Board deems the contingency remote, since by
accepting gifts and their terms; it has accommodated the objectives of the Organization to
the provisions of the gift.

14




Note 15 — Summary of Grants (continued)

Indiana Department of Environmental Management (IDEM)

The Indiana General Assembly made funding available under IC 13-20-22 to provide
grants to promote and assist recycling throughout Indiana. The IDEM “Indiana Recycling
Grant” in the amount of $39,347 has the following objective: purchase a truck with a lift
gate, forklift and deconstruct equipment. Grant funds will also be used for educational
material to encourage the public to donate quality reusable materials to the ReStore for
resale to support a reduction in waste and conserve resources in Indiana.

City of Bloomington

In fiscal year June 30, 2010, the City of Bloomington and Neighborhood Development
Department (HAND) awarded $89,000 in grants with the following objective: to help pay
for the construction of two single-family homes for low-income individuals and families
in accordance with HUD regulations. The City of Bloomington also awarded $1,000 for
the furtherance of the HFH mission.

In fiscal year June 30, 2009, the City of Bloomington awarded $40,000 in grants with the
following objective: to help pay for the restoration of Campbell House for use by agency
and staff. The City of Bloomington also awarded $4,900 for the furtherance of the HFH

mission.

Federal Home Loan Bank (FHLB)

As of June 30, 2010 and 2009, the FHLB Homeownership Opportunities Program (HOP)
Grants awarded $100,000 and $30,000, respectively to homeowner borrowers with the
agreement that the borrower shall maintain ownership and reside in the property as their
primary residence for a period of five (5) years from the date of closing.

The Home Depot Foundation (HDF)

As of June 30, 2010, the HDF awarded $24,000 to HFH with the agreement to create the
Partners in Sustainable Building Program. The partnership funds are awarded for up to
15 houses at $3,000 per house for the construction and rehabilitation of houses to be
occupied by low-income individuals or families who assume a mortgage on the house.
The funds are awarded upon completion and certification of occupancy.
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Note 15 — Summary of Grants (continued)

Habitat for Humanity International (HFHI)

As of June 30, 2010 and 2009, the HFHI Self-Help Homeownership Opportunities
Program (SHOP) awarded $70,000 for the purchase of land and/or infrastructure for six
units. HFH agrees to build energy star —labeled houses and use energy star-labeled
products and appliances. The program provides for 75% grant of $52,500 and 25% loan
of $17,500.

Indiana Housing and Community Development Authority (IHCDA)

As of June 30, 2010, IHCDA awarded HFH $482,500 for the construction of single
family homes for low-income individuals and families. Included in the grant was
$374,000 for new home construction, $70,000 developer’s fee and $38,500 for home
ownership counseling. As of June 30, 2010, $183,180 was applied for, received, and
included in grant income on the statement of financial position.

U.S. Canada Softwood Lumber Agreement

Habitat for Humanity, International was awarded $100 million for distribution to U.S.
affiliates in timber-reliant states. The funds are allocated through 4,000 grants of $25,000
each — the cost of lumber for the typical U.S. Habitat home. Lumber purchases account
for about one-third of the cost of a Habitat house. During fiscal year end June 30, 2010
and 2009, $45,868 and $75,315, respectively was applied for and received.

Note 16 ~ Subsequent Events

HFH entered into four “Offers to Purchase Unimproved Property” in July 2010. HFH
submitted $10,000 in earnest money on a total purchase price of $230,000 for 5.5 acres
more or less in the City of Bloomington, Indiana. The offer had the following terms: 60
days for due diligence, a closing date by 12/30/10, and the seller agrees to donate $30,000
to HFH at closing. The three offers were for $30,000 each for 3 unimproved lots in Perry
Township Bloomington, Indiana with a closing date on or before August 31, 2010.

The available to issue date and review of subsequent events was August 11, 2010 of the
audit.
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