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Independent Auditor’s Report 

Board of Directors 
Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries  
Charlotte, North Carolina 

Report on the Audit of the Consolidated Financial Statements 

Opinion 

We have audited the consolidated financial statements of Habitat for Humanity of the Charlotte Region, Inc. 
and Subsidiaries (a North Carolina not-for-profit organization) (the Organization), which comprise the 
consolidated statements of financial position as of June 30, 2025 and 2024, and the related consolidated 
statements of activities, changes in net assets, functional expenses, and cash flows for the years then 
ended, and the related notes to the consolidated financial statements. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, 
the consolidated financial position of the Organization as of June 30, 2025 and 2024, and the changes in 
its net assets and its cash flows for the years then ended in accordance with accounting principles generally 
accepted in the United States of America. 

Basis for Opinion 

We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America (GAAS) and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States (Government Auditing Standards). Our 
responsibilities under those standards are further described in the “Auditor’s Responsibilities for the Audit 
of the Consolidated Financial Statements” section of our report. We are required to be independent of the 
Organization, 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 Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement, whether due to 
fraud or error.  

In preparing the consolidated financial statements, management is required to evaluate whether there are 
conditions or events, considered in the aggregate, that raise substantial doubt about the Organization’s 
ability to continue as a going concern within one year after the date that the consolidated financial 
statements are available to be issued. 
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Auditor’s Responsibilities for the Audit of the Consolidated Financial Statements  

Our objectives are to obtain reasonable assurance about whether the consolidated 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 and Government 
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a 
material misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve 
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control. 
Misstatements 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 consolidated 
financial statements.  

In performing an audit in accordance with GAAS and Government Auditing Standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 
 Identify and assess the risks of material misstatement of the consolidated 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 consolidated 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 the Organization’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 
consolidated financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about the Organization’ 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. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated October 29, 
2025, on our consideration of the Organization’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts and grant agreements, and other 
matters. The purpose of that report is solely to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
effectiveness of the Organization’s internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Government Auditing Standards in considering 
the Organization’s internal control over financial reporting and compliance. 

 

Greensboro, North Carolina 
October 29, 2025 
 



2025 2024

ASSETS
Current Assets

Cash and cash equivalents 1,987,271$   7,822,280$   
Restricted cash 1,026,281  600,227  
Investments in available-for-sale securities, current 2,316,000  1,600,000  
Inventory 1,768,423  1,500,864  
Prepaid expenses 581,443  596,732  
Current portion of notes and loans receivables 2,567,231  2,715,347  
Current portion of unconditional promises to give, net 1,226,056  1,205,242  
Grants and other receivables 1,299,040  3,376,849  

Total Current Assets 12,771,745  19,417,541  

Notes and loans receivables, less discount and allowance 24,759,355  24,537,081  
Unconditional promises to give, less discount and

2,346,934  140,560  current portion
Endowment investments 816,220  235,025  
Investment in NMTC joint ventures 7,312,587  10,312,240  
Investment in HCR-FC Marlborough Woods, LLC 1,405,559  1,413,532  
Investments in available-for-sale securities, noncurrent 1,888,729  5,290,632  
Real estate owned 13,579,755  12,233,329  
New houses under construction 16,689,112  9,804,656  
Deferred rent receivable 71,271  60,735  
Property and equipment, net 13,268,601  9,921,652  
Right-of-use finance lease assets 391,629  318,623  
Right-of-use operating lease assets 6,657,409  7,153,224  

Total Assets 101,958,906$      100,838,830$   

Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 
Consolidated Statements of Financial Position
June 30, 2025 and 2024

See Notes to Consolidated Financial Statements 3
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Consolidated Statements of Financial Position
June 30, 2025 and 2024 (Continued)

2025 2024

LIABILITIES AND NET ASSETS
Current Liabilities

Accounts payable and accrued liabilities 3,194,508$          1,683,411$          
Escrow funds for taxes and insurance - mortgage escrow

accounts 13,208                 -                           
Current portion of long-term debt, less discount 3,014,980            4,109,064            
Current portion of operating lease liabilities 793,662               718,769               
Current portion of finance lease liabilities 98,057                 63,173                 

Total Current Liabilities 7,114,415            6,574,417            

Line of credit 1,500,000            1,500,000            
Long-term debt, less current portion, net of unamortized debt

issuance costs and discounts 22,061,882          26,241,300          
Operating lease liabilities, less current portion 6,259,880            6,773,706            
Finance lease liabilities, less current portion 301,819               257,408               

Total Liabilities 37,237,996          41,346,831          

Net Assets
Without donor restrictions 60,852,112          55,224,548          
With donor restrictions 3,868,798            4,267,451            

Total Net Assets 64,720,910          59,491,999          

Total Liabilities and Net Assets 101,958,906$      100,838,830$      

See Notes to Consolidated Financial Statements 4



2025 2024

Revenues and Other Support without Donor Restrictions
Contributions of cash and other financial assets 11,704,282$           4,544,047$             
Donated property, materials and services 1,133,773               2,716,251               
ReStore donated goods 7,612,112               7,383,994               

Total contributions 20,450,167             14,644,292             

Home sale and repair income 10,994,922             15,035,464             
Imputed interest income on mortgage loans receivable

and repair ministry receivables 1,818,555               1,868,354               
ReStore retail and coffee shop operations 9,279,798               9,034,308               
Housing grants and other revenues 6,510,602               9,743,417               
Loan forgiveness income 4,435,278               -                              
Investment return, NMTC joint ventures, net (3,040,129)              56,723                    
Investment return, endowments and other investments, net 762,554                  632,764                  

51,211,747             51,015,322             

Net assets released from restrictions 1,875,919               4,217,526               

Total Revenues and Other Support without Donor Restrictions 53,087,666             55,232,848             

Expenses
Program

Construction, supervision, and support 18,264,079             24,034,049             
ReStore retail and coffee shop operations 16,962,229             14,814,532             
Family support 2,702,620               2,500,155               
Repair ministry expenses 7,804,478               7,553,536               
Interest expense, net 603,857                  704,661                  
Support to Habitat International 926,572                  1,554,730               
Discount on current year below-market-interest mortgage

loans and repair ministry receivables 396,000                  503,670                  
Advocacy expenses 288,152                  217,776                  

Total program expenses 47,947,987             51,883,109             

Management and general 1,870,478               1,423,182               
Fundraising and public relations 3,493,526               2,796,950               

Total Expenses 53,311,991             56,103,241             

Decrease in net assets without donor restrictions, before inherent
contribution received (224,325)                 (870,393)                 

Inherent contribution of net assets without donor restrictions
from Gaston County (Note 2) 5,851,889               -                              

Increase (decrease) in net assets without donor restrictions 5,627,564$             (870,393)$               

Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 

Years Ended June 30, 2025 and 2024
Consolidated Statements of Activities

See Notes to Consolidated Financial Statements 5



2025 2024

Net Assets without Donor Restrictions
(Decrease) increase in net assets without donor restrictions 5,627,564$          (870,393)$            

Net Assets with Donor Restrictions
Inherent contribution of restricted net assets from

Gaston County (Note 2) 539,207               -                           
Restricted contributions 896,071               1,069,624            
Investment return, endowments and other investments, net 41,988                 25,504                 
Net assets released from restrictions (1,875,919)           (4,217,526)           

Decrease in Net Assets with Donor Restrictions (398,653)              (3,122,398)           

Increase (Decrease) in Net Assets 5,228,911            (3,992,791)           

Net Assets, Beginning of Year 59,491,999          63,484,790          

Net Assets, End of Year 64,720,910$        59,491,999$        

Consolidated Statements of Changes in Net Assets
Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 

Years Ended June 30, 2025 and 2024

See Notes to Consolidated Financial Statements 6



Construction Fundraising
 and and Management 

Homeownership Retail Public Relations and General Total

Advertising and communications 66,782$   262,217$   218,193$   2,855$   550,047$   
Bank and credit card processing fees 14,160  238,639  65,229  53,638  371,666  
Cost of homes/goods sold 10,424,141  8,692,066  56  29  19,116,292  
Cost of repairs ministry 8,081,401  -  -  -  8,081,401  
Depreciation and amortization 343,822  273,275  10,360  46,130  673,587  
Facilities 482,436  1,580,389  64,373  100,074  2,227,272  
Insurance 271,318  77,976  6,915  49,915  406,124  
Interest expense 580,987  22,870  864  1,067  605,788  
Miscellaneous 122,211  1,323  5,933  -  129,467  
Mortgage discounts 396,000  -  -  -  396,000  
Office operations 54,540  53,892  39,284  5,574  153,290  
Professional fees/contract labor 1,049,228  295,822  470,525  366,513  2,182,088  
Program expenses 93,451  811  245  -  94,507  
Salaries and benefits 7,256,447  5,079,464  1,973,525  1,098,707  15,408,143  
Special events 65,583  3,115  286,805  696  356,199  
Technology 390,903  181,856  112,534  78,789  764,082  
Habitat International tithe and support 926,572  -  183,032  -  1,109,604  
Training, travel and dues 178,336  29,945  44,781  23,480  276,542  
Vehicles 121,585  149,513  695  907  272,700  
Volunteer and staff appreciation 42,985  41,926  10,177  42,104  137,192  

30,962,888$   16,985,099$   3,493,526$   1,870,478$   53,311,991$   

Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 
Consolidated Statements of Functional Expenses
Years Ended June 30, 2025 and 2024

2025

See Notes to Consolidated Financial Statements 7



(Continued)

Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 
Consolidated Statements of Functional Expenses
Years Ended June 30, 2025 and 2024

Construction Fundraising
 and and Management 

Homeownership Retail Public Relations and General Total

Advertising and communications 56,506$   110,226$   99,516$   8,481$   274,729$   
Bank and credit card processing fees 38,183  267,997  27,096  43,111  376,387  
Cost of homes/goods sold 15,500,244  7,587,654  484  108  23,088,490  
Cost of repairs ministry 7,479,126  -  -  -  7,479,126  
Depreciation and amortization 313,765  224,777  13,867  52,789  605,198  
Facilities 639,702  1,565,691  29,360  58,137  2,292,890  
Insurance 269,474  68,754  6,167  18,073  362,468  
Interest expense 690,378  14,283  12  727  705,400  
Miscellaneous 25,341  109  16,824  -  42,274  
Mortgage discounts 503,670  -  -  -  503,670  
Office operations 109,186  55,827  61,124  12,443  238,580  
Professional fees/contract labor 571,442  88,822  293,874  179,747  1,133,885  
Program expenses 260,910  1,519  3,908  357  266,694  
Salaries and benefits 7,124,052  4,405,889  1,658,101  900,356  14,088,398  
Special events 1,148,190  4,048  444,337  2,114  1,598,689  
Technology 440,474  227,251  90,449  103,376  861,550  
Habitat International tithe and support 1,554,730  -  -  -  1,554,730  
Training, travel and dues 171,525  35,067  40,368  35,067  282,027  
Vehicles 119,043  135,586  2,166  -  256,795  
Volunteer and staff appreciation 38,353  35,315  9,297  8,296  91,261  

37,054,294$   14,828,815$   2,796,950$   1,423,182$   56,103,241$   

2024

See Notes to Consolidated Financial Statements 8



2025 2024

Operating Activities
Increase (decrease) in net assets 5,228,911$   (3,992,791)$   
Adjustments to reconcile increase (decrease) in net assets to

net cash used in operating activities
Inherent contribution of net assets from Gaston Affiliate (Note 2) (6,391,096)  -  
Imputed interest income on mortgage loans and repair

ministry receivables (1,818,555)  (1,868,354)  
Imputed interest expense on non-interest-bearing notes

payable 13,961  246,331  
Discount on current year mortgage loans and repair

ministry receivables (net of payoffs) (302,398)  (490,981)  
Discount on current year below-market-interest notes

payable (38,180)  (213,975)  
Provision for uncollectible repair ministry receivables -  134,689  
Discount on uncollectible promises to give 202,067  (51,498)  
Depreciation and amortization 673,587  605,198  
Amortization of debt issuance costs 201,044  24,133  
Noncash operating lease expense 822,920  954,974  
Loss (gain) on sale of property and equipment 5,289  (10,232)  
(Gain) loss on sale of investments 92,948  (141,618)  
Loss on joint ventures 2,990,626  38,444  
Loan forgiveness income (4,435,278)  -  

Net changes in operating assets and liabilities 
Mortgage loans receivable 3,525,919  4,055,982  
Unconditional promises to give (2,429,255)  1,424,297  
Repair ministry receivables -  (41,174)  
Grants and other receivables 2,552,201  (2,448,064)  
Prepaid expenses 39,316  (134,073)  
Inventory (212,706)  (750,218)  
Houses under construction (6,877,620)  (2,623,897)  
Deferred lease assets (10,536)  24,077  
Real estate owned 330,692  394,388  
Accounts payable and accrued liabilities 1,457,041  224,203  
Mortgage escrow accounts 13,208  (1,309,286)  
Operating lease liabilities (766,038)  (772,917)  

Net Cash Used in Operating Activities (5,131,932)  (6,722,362)  

Investing Activities 
Cash and restricted cash received from Gaston Affiliate (Note 2) 473,464  -  
Acquisition of and improvements to property and equipment (693,979)  (851,886)  
Proceeds from sale of property and equipment 4,811  26,000  
Purchase of investments (6,200,557)  (1,107,603)  
Proceeds from investments 8,793,512  2,948,507  
Net change in endowment investments (41,988)  (25,504)  
Investment in joint ventures - (2,836,078) 
Investment in HCR Marlborough LLC 17,000  (143,822) 

Net Cash Provided by (Used in) Investing Activities 2,352,263  (1,990,386)  

Consolidated Statements of Cash Flows
Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 

Years Ended June 30, 2025 and 2024

See Notes to Consolidated Financial Statements 9



(Continued)

2025 2024

Consolidated Statements of Cash Flows
Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 

Years Ended June 30, 2025 and 2024

Financing Activities 
Payments on long-term debt and non-interest-bearing notes payable (2,670,024)$   (1,200,457)$   
Payments on finance lease liabilities (78,155)  (18,335)  
Proceeds from issuance of long-term debt and non-interest-bearing

notes payable 118,893  7,021,690  
Advances on line of credit - 1,500,000 
Payment of debt issuance costs -  (142,303)  

Net Cash Provided by (Used in) Financing Activities (2,629,286)  7,160,595  

Net Decrease in Cash, Cash Equivalents, and Restricted Cash (5,408,955)  (1,552,153)  

Cash, Cash Equivalents, and Restricted Cash, Beginning of Year 8,422,507  9,974,660  

Cash, Cash Equivalents, and Restricted Cash, End of Year 3,013,552$   8,422,507$   

Reconciliation of Cash, Cash Equivalents, and Restricted Cash to
Consolidated Statements of Financial Position 

Cash and cash equivalents 1,987,271$   7,822,280$   
Restricted cash for Living Legacy fund 495,550  98,613  
Restricted cash for escrow funds 13,208  -  
Restricted cash for joint venture reserves 211,358  259,495  
Funds held for others 306,165  242,119  

Total Cash, Cash Equivalents and Restricted Cash Shown in the
Consolidated Statement of Cash Flows 3,013,552$   8,422,507$   

Supplemental Disclosure of Cash Flow Information 
Cash paid for interest, net of amounts capitalized 389,046$   219,512$   

Supplemental Disclosures of Noncash Activities 
Right-of-use assets obtained in exchange for new operating 

lease liabilities 885,224$   70,741$   
Right-of-use assets obtained in exchange for new finance

lease liabilities 157,450$   338,916$   
Decrease in right-of-use assets and operating lease liabilities

from lease modifications and remeasurements 558,119$   -$   

See Notes to Consolidated Financial Statements 10
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Note 1. Description of Organization and Summary of Significant Accounting Policies 

Habitat for Humanity of Charlotte, Inc. was incorporated on February 21, 1983, as an interdenominational not-for-
profit organization whose purpose is to encourage, promote and assist in the building, redevelopment and repair of 
low-income housing in the Charlotte, North Carolina region. Subsequent to the merger with Our Towns of North 
Mecklenburg-Iredell Habitat for Humanity, Inc. in 2020, Habitat for Humanity of Charlotte, Inc. (as the surviving 
entity) changed its name to Habitat for Humanity of the Charlotte Region, Inc. (collectively, with its consolidated 
affiliates, "Habitat" or the "Organization").  

Habitat sells housing to low-income persons utilizing affordable mortgage loans. Habitat’s repair ministry provides 
repair services to homeowners. Habitat finances its operations through continuing contributions, mortgage and note 
payment receipts, retail net income, low interest loans, and local, state and federal grants. In 2015, Habitat formed 
three wholly owned subsidiaries, Habitat Charlotte Homes, LLC, Habitat Charlotte Properties, LLC, and HFHC 
Holdings, LLC for purposes of purchasing land and building the houses. In 2016, Habitat formed another wholly 
owned subsidiary, HFHC Funding, LLC, for the purposes of holding mortgages securitizing debt with financial 
institutions. 

Habitat operates seven Habitat for Humanity ReStores (the “ReStores”), retail operations, where home furnishings, 
appliances, and other miscellaneous items are donated and then sold to the community at a greatly reduced price. 
Revenue is recognized by Habitat at the time the goods are sold. As part of operations at one of the ReStores, a 
coffee shop (“Julia’s Coffee”) is operated by employees and volunteers of the Organization. Both the ReStores and 
Julia’s Coffee are operated with the sole purpose of generating funds to assist in the Organization’s main purpose 
of building houses. 

Basis of Consolidation 

The consolidated financial statements include the accounts of Habitat for Humanity of the Charlotte Region, Inc., 
Habitat Charlotte Homes, LLC, Habitat Charlotte Properties, LLC, HFHC Holdings, LLC, and HFHC Funding, LLC. 
All intercompany balances and transactions have been eliminated upon consolidation. 

Basis of Accounting 

The consolidated financial statements of the Organization have been prepared on the accrual basis of accounting 
in accordance with accounting principles generally accepted in the United States of America ("GAAP") and 
accordingly reflect all significant assets, liabilities, revenues and expenses required by GAAP.  

Classification of Net Assets 

Net assets of the Organization are classified as net assets without donor restrictions or net assets with donor 
restrictions. 

Net Assets without Donor Restrictions consist of net assets that are not subject to donor-imposed restrictions 
and may be expended for any purpose in performing the primary objectives of the Organization. These net 
assets may be used at the discretion of the Organization’s management and the Board of Directors. 

Net Assets with Donor Restrictions consist of net assets subject to stipulations imposed by donors and 
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by actions of the 
Organization or by the passage of time. Other donor restrictions are perpetual in nature, whereby the donor has 
stipulated the funds be maintained in perpetuity. 
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Donor-restricted contributions are reported as increases in net assets with donor restrictions. When a restriction 
expires, net assets are reclassified from net assets with donor restrictions to net assets without donor restrictions 
in the consolidated statements of activities. 

GAAP provides guidance on the net asset classification of donor-restricted endowment funds for a not-for-profit 
organization that is subject to an enacted version of the Uniform Prudent Management of Institutions Funds Act of 
2006 (“UPMIFA”). UPMIFA is a model act approved by the Uniform Law Commission that serves as a guideline for 
states to use in enacting legislation. The state of North Carolina enacted a version of UPMIFA on March 16, 2009.  

Revenue Recognition 

The Organization’s revenue from contracts with customers consists of home sales and repairs, and Habitat ReStore 
sales. The Organization’s contracts have a single performance obligation. The transaction price is the amount of 
consideration to which the Organization expects to be entitled in exchange for transferring goods to the customer. 
Revenue is recorded based on transaction price, which is a fixed consideration. The Organization recognizes 
Habitat ReStore sales at a point in time when control of the goods is passed to the customer, which typically occurs 
at point of sale and is also when customer payment is collected. Sales from the Habitat ReStores are reported net 
of sales tax collected.  

The Organization recognizes revenue from home sales at a point in time, when a closing occurs. A closing for 
homes sales is considered to occur when title, possession and other attributes of ownership have been transferred 
to the buyer; and the Organization is not obligated to perform significant activities after the sale. Revenue from the 
sale of homes and critical home repairs is recorded in the consolidated statements of activities as home sale and 
repair income.  

Contributions and Support 

Contributions are recognized when the donor makes a promise to give that is, in substance, unconditional. Donor-
restricted contributions are reported as increases in net assets with donor restrictions. When a restriction expires, 
net assets with donor restrictions are reclassified to net assets without donor restrictions. The Organization 
recognizes as unrestricted revenue any donor-restricted contributions whose restrictions are met in the same 
reporting period the contribution was received and any related conditions were met. 

Contributed Services 

A substantial number of volunteers have made significant contributions of their time to Habitat, principally in the 
areas of house construction, retail, administration and fundraising. The value of non-professional contributed time 
is not reflected in the accompanying consolidated financial statements. However, Habitat values donated 
professional services based on the market value of the service being provided. The market value of contributed 
professional services for the years ended June 30, 2025 and 2024, was approximately $93,000 and $2,000, 
respectively. 

Houses Under Construction and Real Estate Owned 

Houses under construction and real estate owned, including pre-acquisition, acquisition, and development costs, 
building materials, and labor are recorded at cost when assets are acquired, or services are provided, as applicable, 
or at estimated fair market value when donated. Foreclosed homes purchased by the Organization are recorded at 
cost when the homes are acquired. A portion of overhead expenses is allocated to the cost of houses. No interest 
is capitalized as a cost of houses. The fair value of property and materials contributed for the years ended 
June 30, 2025 and 2024 was approximately $1,030,000 and $2,712,000, respectively.  
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Reclaimed homes are recorded as a component of real estate owned. Reclaimed homes are recorded at the cost 
to repurchase, which represents their fair market value on the date of repurchase from homeowners. In the event 
of foreclosure, reclaimed homes are recorded at the outstanding mortgage balance at the date of reclamation. 
During the years ended June 30, 2025 and 2024, Habitat repurchased four and six houses, respectively, at their 
fair market value. There were no homes obtained through foreclosure during the years ended June 30, 2025 and 
2024. The aggregate recorded values of reclaimed homes for the years ended June 30, 2025 and 2024, were 
approximately $830,000 and $554,000, respectively. 

Inventory 

Inventory consists of purchased and donated goods.  

Purchased inventory includes building materials used during the home building process. Also included in inventory 
are purchased products for resale at the ReStore locations and the supplies used in Julia's Coffee shop. This 
inventory is valued at the lower of cost (determined by the weighted average costing method) or net realizable 
value. 

Donated inventory includes construction materials and ReStore donated items. Donated items used in the 
construction of houses are valued at the estimated cost that Habitat would have paid for the item had it not been 
donated. The Organization uses recent sales values to value donated product to the ReStores on hand as of fiscal 
year end.  

Property and Equipment 

Property and equipment is carried at cost or, if donated, at the approximate fair value at the date of donation. Gifts 
of long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of cash or other 
assets that must be used to acquire long-lived assets are reported as restricted support. Absent explicit donor 
stipulations about how long such long-lived assets must be maintained, the Organization reports expirations of 
donor restrictions when the donated or acquired long-lived assets are placed in service. Depreciation of property 
and equipment is computed over estimated useful lives using the straight-line method. Maintenance, repair costs 
and minor replacements are charged to expense as incurred. 

The Organization primarily uses the straight-line method of depreciation over the estimated useful lives of the 
assets, as follows: 

 Land improvements 4 to 15 years 
 Buildings and improvements 10 to 40 years 
 Machinery and equipment 3 to 10 years 

Leases 

The Organization determines if an arrangement is a lease or contains a lease at inception. Leases result in the 
recognition of right-of-use (“ROU”) assets and lease liabilities on the consolidated statements of financial position. 
ROU assets represent the right to use an underlying asset for the lease term, and lease liabilities represent the 
obligation to make lease payments arising from the lease, measured on a discounted basis. The Organization 
determines lease classification as operating or finance at the lease commencement date. 

At lease commencement, the lease liability is measured at the present value of the lease payments over the lease 
term. The ROU asset equals the lease liability adjusted for any initial direct costs, prepaid or deferred rent, and 
lease incentives. The Organization did not elect the practical expedient to account for non-lease components and 
the lease components to which they relate as a single lease component for all leases. Also, the Organization has 
made a policy election to use a risk-free rate (the rate of a zero-coupon U.S. Treasury instrument) for the initial and 
subsequent measurement of all lease liabilities for which there is not an implicit rate determinable. The risk-free 
rate is determined using a period comparable with the lease term. 
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The Organization has elected not to record leases with an initial term of 12 months or less on the consolidated 
statements of financial position. Lease expense on such leases is recognized on a straight-line basis over the lease 
term. 

Income Taxes 

Habitat is exempt from federal income tax as an organization described in Section 501(c)(3) of the Internal Revenue 
Code; accordingly, the accompanying consolidated financial statements do not reflect a provision or liability for 
federal and state income taxes. The Organization has determined that it does not have any material unrecognized 
tax benefits or obligations as of June 30, 2025 and 2024. 

Cash and Cash Equivalents 

The Organization considers deposits on account and investments with maturity dates less than three months at the 
time of purchase to be cash. As of June 30, 2025 and 2024, there was $147,141 and $3,085,896 of investments 
included in the cash balance, respectively. At various times throughout the year, the Organization has deposits in 
excess of amounts covered by federal depository insurance. Cash accounts at a financial institution are insured by 
the Federal Deposit Insurance Corporation up to $250,000. The uninsured portion of these accounts as of June 30, 
2025 and 2024, totaled approximately $1,750,000 and $7,416,000, respectively. 

Restricted Cash 

Restricted cash consists of amounts held in deposit accounts that have been restricted by donors for investment in 
the Living Legacy Fund, the Foundation for the Carolinas and the Community Foundation of Gaston (collectively, 
the “Community Foundations”), for amounts held on behalf of mortgagors for payment of taxes and insurance, for 
amounts reserved for compliance and servicing fees related to a joint venture, and for funds held for others. 

Unconditional Promises to Give 

Unconditional promises to give are recognized as revenues in the period received and as increases of assets or 
decreases of liabilities depending on the form of benefits received. Promises to give are recorded at their present 
value less an allowance for uncollectible promises to give. Pledges receivable are due at various dates through 
2030. The gross long-term pledges receivable are discounted at a rate commensurate with the risks involved. This 
rate is 4.78% for the years ended June 30, 2025 and 2024. For the years ended June 30, 2025 and 2024, there 
was no allowance for uncollectible promises deemed necessary. The allowance for uncollectible promises to give 
is based upon a review of outstanding pledge receivables and historical collection information.  

At June 30, 2025 and 2024, the Organization had three contributors that accounted for approximately 63% and 
77% of the outstanding unconditional promises to give, respectively.  

Mortgage Loans Receivable 

The Organization records and accounts for mortgage loans receivable based on the present value of the loan at 
the time of closing. For purposes of calculating loan present values, interest rates are determined based on the 
market rates for a similar type of loan on the date of closing and range from 5.00% to 8.14% for all loans outstanding. 
This method of accounting properly reflects the value of the mortgage loans receivable in the consolidated financial 
statements and recognizes interest income over the life of the loans. An expense is recorded upon the sale of 
houses for the difference between the face value of the mortgage loans receivable and the present value of the 
loans. The Organization has not established an allowance for expected credit losses as it can reclaim houses 
through foreclosure in the event that a loan is deemed to be uncollectible, and management believes any reclaimed 
house can be resold at or above the amount of unpaid, discounted loan principal plus costs to sell the home. 
Mortgage loans receivable are generally considered delinquent when payment is thirty days past due; however, 
delinquency status may be mitigated by other qualitative factors.  



Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
June 30, 2025 and 2024 
 
 

 15 

Grants and Other Receivables 

The Organization is a beneficiary of grants from various federal, state, and local government entities. The 
Organization recognizes grant revenue as eligible expenditures are made. A portion of grants receivable represents 
that portion of grant revenue recognized, but not yet collected. 

During the years ended June 30, 2025 and 2024, the Organization was awarded restricted grants totaling 
approximately $3,880,000 and $3,432,000, respectively, that contained donor conditions. Since these grants 
represent conditional promises to give, they are not recorded as housing grant revenue until donor conditions are 
met. The grant funds are typically received from the donors under reimbursement arrangements, and accordingly, 
funds are not received in advance of the conditions being met. During the years ended June 30, 2025 and 2024, 
housing grant revenues recorded under conditional grants amounted to approximately $4,843,000 and $7,405,000, 
respectively. 

Investments in Joint Ventures and HCR-FC Marlborough Woods, LLC 

The Organization’s investments in the New Markets Tax Credit joint ventures (see Note 17) and HCR-FC 
Marlborough Woods, LLC (see Note 18) are accounted for under the cost method or the equity method, depending 
upon the Organization’s respective ownership interest in the entities, and the ability to exercise significant influence 
over the activities of those entities. Whether or not the Organization exercises significant influence with respect to 
a specified investment depends on an evaluation of several factors including, among others, representation on the 
joint venture partnership’s board of directors and ownership level, which is generally a 20% to 50% interest in the 
voting securities of the respective joint venture. Investments for which the Organization does not have the ability to 
exercise significant influence over the activities of the entities do not have a readily determinable fair value and 
therefore are recorded at cost, as adjusted for impairment or observable price changes, if any, with distributions 
received from the investment reported as revenue on the consolidated statement of activities. Investments for which 
the Organization does have the ability to exercise significant influence over the activities of the entities are recorded 
under the equity method, with the investment recorded at transaction cost, with distributions received from the 
investment reported as direct reductions in the investment. Under the equity method, the Organization’s equity in 
the net income or loss of the investment is also recorded as investment gain or loss. 

Functional Expenses 

The costs of providing program and supporting services have been summarized on a functional basis in the 
consolidated statements of functional expenses. Accordingly, certain costs have been allocated between the 
program and supporting services benefited. Directly identifiable expenses are charged to the appropriate programs 
and supporting services. Expenses related to more than one function are charged to programs and supporting 
services on the basis of estimates made by management. 

Advertising 

Advertising costs are expensed as incurred. Advertising costs for the years ended June 30, 2025 and 2024 
approximated $550,000 and $275,000, respectively. 

Estimates 

The preparation of the consolidated financial statements in accordance 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 consolidated financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. 
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Reclassifications 

Certain reclassifications have been made to the 2024 consolidated financial statements to conform to the 2025 
consolidated financial statement presentation. As a result of these reclassifications, there was no impact on the 
consolidated statements of financial position as of June 30, 2024, or the increase in net assets without donor 
restrictions as presented in the consolidated statements of activities for the year ended June 30, 2024. 

Subsequent Events 

The Organization evaluated the effect subsequent events would have on the consolidated financial statements 
through October 29, 2025, which is the date that the consolidated financial statements were available to be issued.  

Note 2. Acquisition of Habitat Affiliate 

In accordance with an agreement and plan of merger, effective September 30, 2024, the Organization filed Articles 
of Merger of Habitat for Humanity of Gaston County, Inc. (“Gaston Affiliate”) into the Organization, which 
simultaneously changed its name to Habitat for Humanity of the Charlotte Region, Inc. No consideration was 
transferred by the Organization related to the transaction. Effective September 30, 2024, all assets and liabilities of 
the Gaston Affiliate were assumed by the Organization. Strategically aligning allows the new entity to further invest 
in land opportunities, leverage increased purchasing power, and reduce administrative costs.  

In accordance with GAAP, the Organization accounted for the transaction as an acquisition by a not-for-profit entity, 
with the Gaston Affiliate’s identifiable assets and liabilities measured at estimated fair value as of the transaction 
date.  

The following table summarizes the amounts of the assets acquired and liabilities assumed recognized at the 
acquisition date: 

 Assets acquired 
  Cash and cash equivalents $ 466,564 
  Restricted cash  6,900 
  Inventory  54,853 
  Prepaid expenses  24,027 
  Grants and other receivables  474,392 
  Notes and loans receivables, less discount and allowance  1,479,124 
  Endowment investments  539,207 
  Real estate owned  1,677,118 
  New houses under construction  6,836 
  Property and equipment, net  3,252,213 
   
 Total assets acquired  7,981,234 
 
 Liabilities assumed 
  Accounts payable and accrued liabilities  54,056 
 
  Long-term debt, net of unamortized debt issuance costs  
   and discounts  1,536,082 
    
 Total liabilities assumed  1,590,138 
 
 Inherent contribution received $ 6,391,096 
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On the consolidated statements of activities and changes in net assets, the inherent contribution received is 
recorded as an increase in net assets without donor restrictions of $5,851,889, and an increase in net assets with 
donor restriction of $539,207. 

The fair value of mortgages receivable acquired is $1,479,124. The gross amount due under the mortgages 
receivable at the acquisition date amounted to $2,547,455, all of which is considered collectible. 

Note 3. Liquidity and Availability 

As part of its liquidity management, the Organization has a policy to structure its financial assets to be available as 
its general expenditures, liabilities, and other obligations come due. 

The following schedule explains the Organization’s financial assets to meet cash needs for general expenditures 
within one year. The financial assets were derived from the total assets on the consolidated statements of financial 
position by excluding the assets that are unavailable for general expenditures, including debt service, for the 12 
months following June 30, 2025 and 2024. 

  2025   2024  
 
 Financial assets at year end 
  Cash and cash equivalents $ 1,987,271 $ 7,822,280 
  Investments in available-for-sale securities, current  2,316,000  1,600,000 
  Current portion of notes and loans receivable  2,567,231  2,715,347 
  Current portion of unconditional promises to give, net  1,226,056  1,205,242 
  Other current receivables  1,299,040  3,376,849 
 
 Total financial assets  9,395,598  16,719,718 
 
 Amounts not available to be used within one year 
  Current portion of mortgages receivable, net, included 
   in net assets with donor restrictions  (102,786)  (102,786) 
 
 Financial assets available to meet general expenditures 
  over the next 12 months $ 9,292,812 $ 16,616,932 

In addition, the Organization has a $1,100,000 line of credit available to be drawn on through May 31, 2026, and 
an additional $2,500,000 line of credit available to be drawn through May 15, 2026 (see Note 12). 

  



Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
June 30, 2025 and 2024 
 
 

 18 

Note 4. Inventory 

As of June 30, the Organization recorded inventory values as follows: 

  2025   2024  
 
 Home construction materials $ 847,877 $ 651,508 
 Donated goods for resale  668,938  610,701 
 Purchased goods for resale  251,608  238,655 
 
 Total inventory $ 1,768,423 $ 1,500,864 

Note 5. Net Assets with Donor Restrictions 

Net assets with donor restrictions at June 30, 2025 and 2024 are available for the following purposes: 

  2025   2024  
 
 Purpose or time restricted 
  Plato Price development $ - $ 750,000 
  East Lane  -  986,451 
  Hurricane Relief  432,852  - 
  Other     35,753  5,224 
 
      $ 468,605 $ 1,741,675 

 Permanently restricted 
  Endowments held at Community Foundations $ 816,220 $ 235,025 
  Living Legacy   2,583,973  2,290,751 
 
      $ 3,400,193 $ 2,525,776 

Note 6. Housing Activities 

During the year ended June 30, 2025, Habitat started construction on 61 new houses, received 1 parcel through 
donation, commenced repair activities on 4 recycled houses, commenced repair activities on 6 homes through the 
acquisition, rehab and resale (ARR) program, and commenced repair activities on 145 houses through the critical 
home repairs program. During the year ended June 30, 2024, Habitat started construction on 58 new houses, 
commenced repair activities on 18 recycled houses, and commenced repair activities on 123 houses through the 
critical home repairs program. Completed houses were either sold at appraised value or held in inventory at cost, 
as real estate owned, pending sale.  

At June 30, 2025 and 2024, respectively, Habitat had 57 and 34 houses under construction on land owned by 
Habitat. At June 30, 2025 and 2024, there were no vacant foreclosed houses held in real estate owned. Sales of 
houses were approximately $10,990,000 and $15,520,000, during the years ended June 30, 2025 and 2024, 
respectively. 
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As of June 30, 2025, scheduled annual mortgage receipts are approximately: 

 2026 $ 2,567,231 
 2027  2,615,335 
 2028  2,540,013 
 2029  2,404,577 
 2030  2,295,601 
 Thereafter  25,865,487 
 
   38,288,244 
 Discount  (10,961,658) 
 
  $ 27,326,586 

As of June 30, 2025, the Organization has 121 mortgages receivable with cumulative outstanding principal balances 
of approximately $6,897,000 pledged as collateral under loan agreements with various lenders as described in 
Note 11. 

The Organization has entered into loan origination agreements with Skyla Credit Union, First Bank, HomeTrust 
Bank, South State Bank and Southern First Bank to facilitate mortgage loans for homes sold to qualified low-income 
individuals and families, with aggregate commitments and annual origination amounts varying by bank and 
agreement amendments. If requested, the Organization must purchase or substitute delinquent loans per 
agreement terms. The Organization is responsible for servicing the loans for Skyla Credit Union, First Bank and 
HomeTrust Bank. South State Bank and Southern First Bank service their own loans. As of June 30, 2025 and 
2024, a total of 269 mortgage loans and 216 mortgage loans, respectively, have been originated under these 
agreements. As of June 30, 2025 and 2024, 243 and 193, respectively, are serviced by the Organization, and 26 
and 23, respectively, are serviced by the originators.  

Effective May 18, 2023, the Organization entered into a Loan Origination Sale Agreement with Pinnacle Bank. In 
accordance with the agreement, Pinnacle Bank committed to purchasing mortgage loans for homes sold by the 
Organization to qualified low-income individuals and families, in the aggregate amount of $1,487,329. The 
Organization entered into two additional Loan Origination Sale Agreements on April 26, 2024, for $1,134,000 and 
on May 23, 2024, for $368,500. Pinnacle retains all servicing rights for the loans.  

Note 7. Operating Lease Receivables 

In July 2020, the Organization leased space in an office building to an unrelated party under an operating lease 
agreement with an initial term of 84 months, with monthly rental payments ranging from $5,015 to $5,989 per month 
over the initial term. The agreement has a one-time early termination option, which allows the tenant to terminate 
the lease at the end of the 48th month following the commencement of the lease. The tenant did not elect this option 
at the end of the 48th month and, accordingly, the lease shall expire on June 30, 2027. The lease offers the tenant 
one 3-year renewal option, with rent based on the fair market rental rate at the time of exercise of the option, 
escalating by 3% per year for years 2 and 3 of the extension period.  
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In February 2025, the Organization leased space in an office building to an unrelated party under an operating lease 
agreement with an initial term of 120 months, which commenced on February 5, 2025. Rental payments are required 
monthly, ranging from $11,357 to $14,184 per month over the initial term. The agreement includes a renewal option 
for one additional 60-month term, with rent to be based on the fair market rental rate at the time of renewal, as 
defined in the lease. The lease provides for a tenant improvement allowance of $358,650, which may be paid 
directly to the tenant or its contractors based on actual costs incurred. Any unused portion of the allowance may be 
applied against future rent. The tenant is responsible for 50.35% of operating cost increases and is required to pay 
a $12,000 security deposit, which is refundable within 45 days after lease expiration, subject to any deductions for 
tenant default.  

Real property under operating leases at June 30, 2025 and 2024, was $2,095,507 and $509,922, respectively, and 
is included in property and equipment on the consolidated statements of financial position. Accumulated 
depreciation on real property under operating leases was $171,928 and $64,258 at June 30, 2025 and 2024, 
respectively.  

Future minimum lease payments to be received are as follows: 

 2026 $ 206,755 
 2027  214,003 
 2028  146,394 
 2029  150,786 
 2030  155,310 
 Thereafter  767,824 
 
      $ 1,641,072 

Note 8. Unconditional Promises to Give 

As of June 30, 2025, unconditional promises to give are expected to be collected as follows: 

 2026 $ 1,226,056 
 2027  980,650 
 2028  876,150 
 2029  692,750 
 2030  13,000 
 
   3,788,606 
 Discount  (215,616) 
 
 Total $ 3,572,990 
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Note 9. Investments 

Available-For-Sale Debt Securities 

Available-for-sale debt securities are held by Bank of America and consist of the following as of June 30:  

  2025  
     Gross   Gross 
     Unrealized   Unrealized 
  Cost   Gains   Losses   Fair Value  
 
 U.S. Treasury notes/bonds $ 1,719,813 $ 80,533 $ (149) $ 1,800,197 
 Fixed income  2,300,457  105,219  (1,144)  2,404,532 
 
      $ 4,020,270 $ 185,752 $ (1,293) $ 4,204,729 

  2024  
     Gross   Gross 
     Unrealized   Unrealized 
  Cost   Gains   Losses   Fair Value  
 
 U.S. Treasury bills $ 170,612 $ 2,362 $ - $ 172,974 
 U.S. Treasury notes/bonds  2,645,161  35,815  -  2,680,976 
 Fixed income  3,974,562  62,120  -  4,036,682 
 
      $ 6,790,335 $ 100,297 $ - $ 6,890,632 

Note 10. Property and Equipment 

A summary of property and equipment at June 30, 2025 and 2024, is as follows: 

  2025   2024  
 
 Land    $ 5,235,641 $ 3,401,330 
 Automobiles  831,117  741,010 
 Tools     142,987  131,514 
 Equipment   190,288  185,288 
 Computer equipment  862,871  840,871 
 Leasehold improvements  1,477,130  1,061,373 
 Real property  8,509,992  6,887,746  
 
       17,250,026  13,249,132 
 Accumulated depreciation  (3,981,425)  (3,327,480) 
 
 Property and equipment, net $ 13,268,601 $ 9,921,652 
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Note 11. Notes Payable and Long-Term Debt  

Notes payable and long-term debt at June 30, 2025 and 2024, consist of the following: 

  2025   2024  
 

North Carolina Housing Financing Agency (“NCHFA”), non-interest-
bearing notes, payable in monthly installments ranging from $56 to 
$222, maturing through December 2056 $ 5,894,185 $ 5,553,033 

Self-Help Homeownership Opportunity Program (“SHOP”), non-
interest-bearing notes, payable in monthly installments ranging 
from $5 to $1,490, maturing through June 2032  403,168  305,559 

Pinnacle (formerly Bank of North Carolina) loan, payable in monthly 
installments of $9,264, including interest at 2.00%, secured by 
mortgages receivable homes, maturing through August 2045  829,393  908,206 

First Bank loan, payable in monthly installments of $2,952, including 
interest at 2.50%, secured by mortgages receivable on homes, 
maturing through September 2044  228,474  248,955 

Bank of America Community Development loan, payable in 
quarterly installments of $41,667, including interest at 3.00%, 
unsecured, maturing through September 2028  541,664  708,331 

First Bank loan, payable in monthly installments of $2,664, including 
interest at 2.50%, secured by mortgages receivable on homes, 
maturing through August 2047  453,678  474,027 

People’s Bank loan, payable in monthly installments of $14,679, 
including interest at 2.00%, secured by mortgages receivable on 
homes, maturing through June 2046  1,310,398  1,513,441 

Loan payable to HFHI NMTC Sub-CDE II, LLC, interest only 
payments due semi-annually beginning in November 2017 and 
principal and interest payments beginning in November 2024, 
interest at 0.68%, maturing through July 2047 (see Note 17)  -  4,435,278 

Loan payable to USBCDE Sub-CDE 200, LLC, interest only 
payments due semi-annually beginning in June 2020 and principal 
and interest payments beginning in December 2027, interest at 
1.02%, maturing through January 2040 (see Note 17)  3,300,000  3,300,000 

Loan payable to HFHI NMTC Sub-CDE IV and V, LLC, interest only 
payments due semi-annually beginning in November 2021 and 
principal and interest payments beginning in May 2029, interest at 
0.74%, maturing through July 2051 (see Note 17)  2,864,763  2,864,763 

HomeTrust Bank loan, payable in monthly installments of $9,625, 
including interest at 2.00%, secured by mortgages receivable on 
homes, maturing through August 2046  1,433,007  1,510,592 

Loan payable to USBCDE Sub-CDE 254, LLC and Harbor 
Community Fund XXXIII LLC, interest only payments due semi-
annually beginning in December 2023 and principal and interest 
payments beginning in June 2031, interest at 0.72%, maturing 
through September 2050 (see Note 17)  3,932,500  3,932,500 
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  2025   2024  
 

Bank of America loan in the maximum amount of $750,000, with 
interest at 2.25%, secured by land and building of the Cornelius 
ReStore; payable in equal monthly payments of principal and 
interest in the amount of $6,997 through maturity of January 29, 
2031    $ 445,862 $ 518,398 

South State Bank loan in the maximum amount of $657,377, with 
interest at 3.35%, secured by land and building of the Gaston 
ReStore; payable in equal monthly payments of principal and 
interest in the amount of $4,710 through maturity of October 4, 
2035     488,551  - 

Bank of America Community Development loan, interest only 
payments due quarterly beginning in March 2022 and principal 
payments of $280,000 due annually beginning January 2027, 
including interest at 1.00%, unsecured, maturing through January 
2032     3,000,000  3,000,000 

HMS Loan Fund I, LLC, interest only payments due quarterly 
beginning in December 2023 and principal payments of $1,000,000 
due semi-annually beginning December 2024, including interest at 
3.50%, secured by mortgages receivable on homes, maturing on 
June 30, 2026  2,000,000  2,000,000 

Habitat Mortgage Solutions loan, interest only payments due 
quarterly beginning in December 2023 and one principal payment 
of $1,000,000 due June 2025, including interest at 2.50%, 
unsecured, maturing on June 30, 2025  -  1,000,000 

       27,125,643  32,273,083 
 

 Discount    (1,667,021)  (1,339,915) 
 Unamortized debt issuance costs  (381,760)  (582,804) 
 
       25,076,862  30,350,364 
 Current portion  (3,014,980)  (4,109,064) 
 
      $ 22,061,882 $ 26,241,300 

Amortization of the discount is reported in the consolidated statements of activities as interest expense. Total 
interest cost incurred was $403,007 and $600,962, respectively, for the years ended June 30, 2025 and 2024. 

Interest rates used to discount the notes were determined based on the market rates for similar types of notes on 
the origination dates. Management determined the following interest rates to be reasonable as of June 30: 

  2025   2024  
 
 NCHFA    3.31%  2.91% 
 SHOP    6.80%  7.36% 
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The terms of the Bank of America mortgage payable, which is secured by the Cornelius ReStore, require the 
Organization to maintain a ratio of funded debt to unrestricted net assets (net assets without donor restrictions) not 
to exceed 1.0. In addition, the Organization is subject to certain financial-related covenants related to the Bank of 
America Community Development loan, including maintaining total net assets of at least 40% of total assets, and 
the Habitat Mortgage Solutions loan, including maintaining a minimum net assets balance of $5 million, having a 
debt to net assets multiple of no greater than 1.7, maintaining 60 days cash on hand, and requiring a minimum 
annual production of at least 18 new homes. At June 30, 2025 and 2024, the Organization is in compliance with 
these requirements.  

Scheduled maturities for notes payable and long-term debt outstanding at June 30, 2025, for each of the next five 
years are as follows: 

 2026 $ 3,014,980 
 2027  1,026,954 
 2028  1,260,511 
 2029  1,171,125 
 2030  1,169,498 
 Thereafter  19,482,575 
 
  $ 27,125,643 

Note 12. Lines of Credit 

The Organization had a $1,100,000 line of credit from Bank of America N.A. The line of credit bears interest at the 
bank’s prime rate minus 0.70 percentage points. As of June 30, 2025, the interest rate was 6.8%. The line of credit 
expires on May 31, 2026. No amount had been drawn on the line of credit at June 30, 2025 and 2024.  

The Organization has a $1,500,000 line of credit from Pinnacle Bank. The line of credit bears interest at 1%, with 
one principal payment due at maturity, in August 2025. As of June 30, 2025 and 2024, $1,500,000 remained payable 
on the line of credit.  

The Organization entered into an additional revolving line of credit agreement with Pinnacle Bank on May 15, 2025. 
The agreement provides for a maximum borrowing capacity of $2,500,000, subject to an automatic increase to 
$4,000,000 on August 1, 2025, inclusive of the current $1,500,000 line of credit, which is being rolled into this 
balance. Borrowings under the line of credit will bear interest at a variable rate equal to Term SOFR plus 1.00%, 
with a minimum interest rate of 4.00% per annum. Interest is payable monthly in arrears, and all outstanding 
principal and accrued interest are due at maturity on May 15, 2026. The agreement requires the Organization to 
reduce the outstanding balance to $500,000 or less for at least 30 consecutive days during each twelve-month 
period, with the first such period starting on the closing date, May 15, 2025. The proceeds may be used for general 
corporate purposes and short-term working capital needs only. The agreement requires the Organization to 
maintain at least $4,000,000 in liquid assets (measured annually at June 30). No amount had been drawn on the 
additional revolving line of credit agreement at June 30, 2025. The Organization drew $1,850,000 under this 
agreement in July 2025. As of October 29, 2025, the Pinnacle LOC balance is approximately $3,350,000, which 
includes the rollover of $1,500,000 from the previous line of credit.  
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Note 13. Letters of Credit 

The Organization has, as a sub-facility under the Bank of America N.A. line of credit, a letter of credit arrangement 
totaling $1,100,000. Outstanding letters of credit under this arrangement effectively reduce the borrowing available 
under the related line of credit. Performance standby letters of credit are available under this agreement for 
completion of certain construction projects. As of June 30, 2025 and 2024, 4 and 5 letters of credit, were 
outstanding, respectively, in the aggregate amounts of $175,000 and $223,500, respectively. 

Note 14. Lease Liabilities 

Operating Leases 

The Organization leases certain equipment and buildings under the terms of non-cancellable operating leases. 
Operating lease expense is recognized in operations by amortizing the amount recorded as lease balances on a 
straight-line basis over the lease term. Many of the leases include rental escalation clauses and renewal options 
that are factored into the determination of lease payments when appropriate. 

Finance Leases 

The Organization entered into finance leases for the use of certain vehicles. Termination of finance leases is 
generally prohibited unless there is a violation under the lease agreement.  

Quantitative Disclosures 

The components of lease expense (and related classification in the accompanying consolidated statements of 
functional expenses) were as follows during the years ended June 30, 2025 and 2024: 

  2025   2024  
 
 Operating lease cost (facilities)  $ 1,048,959 $ 1,127,304 
 Variable lease cost (facilities)  350,419  371,253 
 Finance lease cost 
  Amortization of right-of-use assets  
   (depreciation and amortization)  84,445  20,293 
  Interest on lease liabilities (interest expense)  15,453  4,184 
 
 Total lease cost $ 1,499,276 $ 1,523,034 

 Other information 
  Weighted-average remaining lease term - operating leases 11.86 years 13.08 years 
  Weighted-average discount rate - operating leases 3.34% 3.40% 

  Weighted-average remaining lease term - finance leases  3.91 years  4.69 years 
  Weighted-average discount rate - finance leases 4.30% 4.32% 
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The following schedule summarizes the Organization’s future minimum payments under contractual obligations for 
operating liabilities: 

  Operating   Finance  
 
 2026    $ 1,014,692 $ 113,083 
 2027     1,017,964  113,083 
 2028     876,553  108,490 
 2029     842,698  82,904 
 2030     655,767  8,846 
 Thereafter   4,276,039  - 
 
 Total      8,683,713  426,406 
 Present value discount  (1,630,171)  (26,530) 
 
 Total lease liability $ 7,053,542 $ 399,876 

Note 15. Endowment Funds 

According to the endowment agreements, the endowment funds held by Community Foundations are the property 
of the Community Foundations. However, as Habitat may collect its donor advised account balances on request 
and is considered to be the beneficiary of the endowment funds, these amounts are shown as investments on the 
accompanying consolidated statements of financial position. The funds held by the Community Foundations include 
mutual funds, hedge funds and alternative investments. Investment gains and losses flow through net assets with 
donor restrictions.  

The Boards of Directors of the Community Foundations have absolute authority and discretion as to the investment 
and reinvestment of the assets of the funds. The Organization utilizes earnings from the funds to assist with 
operations. The entirety of the endowment funds are permanently restricted and held by the Community 
Foundations. 

Changes in endowment net assets for the years ended June 30, 2025 and 2024, are as follows: 

  2025   2024  
 
 Endowment net assets, beginning of year $ 235,025 $ 209,521 
 
  Investment return 
   Unrealized gains  50,114  24,388 
 
  Total investment return  50,114  24,388 
 
  Contributions  -  5,755 
  Fees    (5,843)  (2,295) 
  Grants approved  (2,283)  (2,344) 
  Acquisition of Gaston Affiliate endowment net assets  539,207  - 
 
  Net increase  581,195  25,504 
 
 Endowment net assets, end of year $ 816,220 $ 235,025 
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Note 16. Fair Value Measurements 

Fair value as defined under GAAP is an exit price, representing 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. The 
Organization utilizes market data or assumptions that market participants would use in pricing the asset or liability. 
GAAP establishes a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value. These 
tiers include: Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as 
inputs other than quoted prices in active markets that are either directly or indirectly observable; and Level 3, defined 
as unobservable inputs about which little or no market data exists, therefore requiring an entity to develop its own 
assumptions. 

The Organization has investments in endowment funds and debt securities which are measured at fair value on a 
recurring basis. The following methods and assumptions were used to estimate the fair value of each class of 
financial instruments for which it is practicable to estimate that value: 

Endowment Funds 
Fair values for the endowment funds are based on the values of the underlying investments held by the funds 
at any given time. The underlying investments within the funds are made up of items including mutual funds, 
marketable securities, hedge funds, common collective trusts, and alternative investments. The investments in 
the endowment funds fall into the Level 3 category based on the lowest level of any input in the endowment 
investments that is significant to the fair value measurements. The investment accounts are held at various 
community foundations on behalf of the Organization. Prices or valuations require using significant 
unobservable inputs in determining fair value. The inputs into the determination of fair value require significant 
judgment or estimation by the respective investment manager. The investment managers use either the market 
approach, which generally consists of using comparable market transactions, or the income approach which 
generally consists of the net present value of estimated future cash flows, adjusted as appropriate for liquidity, 
credit, market and/or other risk factors. The inputs used by the investment managers in estimating the value of 
Level 3 investments include the Net Asset Value (“NAV”) and capital account values provided by the respective 
managers for investment fund positions, original transaction price, recent transaction in the same or similar 
instruments for private equity positions, original transaction price for the common stock position and a single 
broker quote for the corporate bond position. 

Available-For-Sale Debt Securities 
Level 2 investment securities include U.S. Treasury securities and corporate bonds for which quoted prices are 
not available in active markets for identical instruments. The Organization utilizes a third-party pricing service 
to determine the fair value of each of these investment securities. Because quoted prices in active markets for 
identical assets are not available, these prices are determined using observable market information, such as 
quotes from less active markets and/or quoted prices of securities with similar characteristics.  

The Organization recognizes transfers between levels in the fair value hierarchy at the end of the reporting period. 
For the years ended June 30, 2025 and 2024, there were no transfers between fair value levels. There were no 
changes in the valuation methodologies used in the fair value hierarchy for the years ended June 30, 2025 and 
2024, respectively. 
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The following table sets forth by level within the fair value hierarchy the Organization’s financial assets and liabilities 
accounted for at fair value on a recurring basis as of June 30, 2025 and 2024. Assets and liabilities are classified 
in their entirety based on the lowest level of input that is significant to the fair value measurement. The 
Organization’s assessment of the significance of a particular input to the fair value measurement requires judgment 
and may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy 
levels. 

  As of June 30, 2025  
  Fair Value   Level 1   Level 2   Level 3  
 
 Endowment funds $ 816,220 $ - $ - $ 816,220 

 Available-for-sale debt securities 
  U.S. Treasury notes/bonds $ 1,800,197 $ - $ 1,800,197 $ - 
  Fixed income  2,404,532  -  2,404,532  - 
 
      $ 4,204,729 $ - $ 4,204,729 $ - 

  As of June 30, 2024  
  Fair Value   Level 1   Level 2   Level 3  
 
 Endowment funds $ 235,025 $ - $ - $ 235,025 

 Available-for-sale debt securities 
  U.S. Treasury bills $ 172,974 $ - $ 172,974 $ - 
  U.S. Treasury notes/bonds  2,680,976  -  2,680,976  - 
  Fixed income  4,036,682  -  4,036,682  - 
 
      $ 6,890,632 $ - $ 6,890,632 $ - 

The table below sets forth a summary of changes in the fair value of the Organization’s Level 3 assets that use 
significant unobservable inputs (Level 3 measurements) for the years ended June 30, 2025 and 2024: 

  Endowment Fund  
  2025   2024  
 
 Balance, beginning of year $ 235,025 $ 209,521 
 
  Additions  539,207  5,755 
  Unrealized gains  50,114  24,388 
  Expenditures  (8,126)  (4,639) 
 
 Balance, end of year $ 816,220 $ 235,025 

The preceding methods described may produce a fair value calculation that may not be indicative of net realizable 
value or reflective of future values. Furthermore, although the Organization believes its valuation methods are 
appropriate and consistent with other market participants, the use of different methodologies or assumptions to 
determine fair value of certain financial instruments could result in a different fair value measurement at the reporting 
date. 
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Note 17. New Market Tax Credits and Associated Joint Ventures 

The New Market Tax Credits (NMTC) program was established as part of the Community Renewal Tax Relief Act 
of 2000. The goal of the NMTC program is to spur revitalization efforts of low-income and impoverished communities 
across the United States and its Territories by providing tax credit incentives to investors in a certified community 
development entity. The tax credit for investors equals 39% of the investment, which is credited over a seven-year 
period. A community development entity is required to participate and has a primary mission of providing financing 
for revitalization projects in low-income communities. NMTC financing allows organizations such as affiliates of 
Habitat for Humanity International to receive low-interest loans or investment capital from community development 
entities, primarily financial institutions, which allow their investors to receive tax credits to be applied against their 
federal tax liability. 

The Organization participated in several NMTC transactions from 2017 to 2024, acquiring membership interests in 
various joint venture entities to facilitate financing for community development projects in low-income areas. These 
transactions involved investments in leverage lender LLCs managed by third parties, which provided financing for 
equity investments in certified community development entities (CDE’s). The Organization’s membership interests 
and cash contributions varied by transaction. 

As part of these NMTC transactions, the Organization received multiple long-term, low-interest loans from the 
CDE’s, with maturities extending up from 2040 through 2051, and interest rates generally below 1%. The 
Organization is required to make semi-annual interest payments for an initial period of approximately 7 years, 
followed by principal and interest payments sufficient to fully amortize the loans by their maturity dates. Certain 
assets were pledged as security, and the Organization must maintain separate affiliate expense reserves for each 
investment to cover compliance and servicing fees. As of June 30, 2025 and 2024, the related affiliate expense 
reserves totaled $211,358 and $259,495, which are included in restricted cash on the consolidated statements of 
net position.  

During the year ended June 30, 2025, the Organization exercised put/call options related to a certain 2017 NMTC 
transaction. Upon exercise, the promissory note became the property of the respective related LLC, effectively 
allowing the Organization to extinguish outstanding debt and realize its joint venture investment and note receivable 
without further cash flow activity. As a result, the Organization recognized loan forgiveness income of $4,435,278 
and a loss on investment of $2,995,598 in the consolidated statement of activities for the year ended June 30, 2025. 

The Organization is also required to comply with NMTC program requirements, including maintaining a qualified 
active low-income community business as defined by the Internal Revenue Code. 

Note 18. Investment in HCR-FC Marlborough Woods, LLC 

The Organization created and is the sole member of HCR Marlborough, LLC. HCR Marlborough, LLC has joined 
with Freedom Communities (a local nonprofit organization) to create HCR-FC Marlborough Woods, LLC.  Each 
entity is a 50/50 member of HCR-FC Marlborough Woods, LLC. The two nonprofits teamed up to acquire 23 housing 
units in the Camp Greene neighborhood in West Charlotte and transition the units from rentals to owner occupied 
over the course of the next 10 years. During the years ended June 30, 2025 and 2024, zero and two additional units 
were acquired for the program, respectively. The program will be open to current residents and other qualified 
buyers. As of June 30, 2025 and 2024, the Organization’s investment approximates its underlying equity in the net 
assets of HCR-FC Marlborough Woods, LLC. As of June 30, 2025, HCR-FC Marlborough Woods, LLC’s assets 
and liabilities totaled $2,865,266 and $18,345, respectively. HCR-FC Marlborough Woods, LLC’s revenues and net 
income for the year ended June 30, 2025 were $150,123 and $30,059, respectively. As of June 30, 2024, HCR-FC 
Marlborough Woods, LLC’s assets and liabilities totaled $2,870,660 and $18,307, respectively. HCR-FC 
Marlborough Woods, LLC’s revenues and net loss for the year ended June 30, 2024 were $213,311 and $65,830, 
respectively.  
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Note 19. Living Legacy Fund 

The Living Legacy Fund is a permanently restricted fund that finances mortgages for Habitat homeowners and 
invests mortgage payments back into the future mortgage financing. Unlike an endowment fund, the Organization 
invests the principal immediately in mortgages for new housing. Contributions to the Living Legacy Fund of 
$293,223 were made during the year ended June 30, 2025. The balance of this fund includes $495,550 of cash on 
hand and $2,088,423 of mortgages receivable as of June 30, 2025. Contributions to the Living Legacy Fund of 
$57,762 were made during the year ended June 30, 2024. The balance of this fund included $98,613 of cash on 
hand and $2,192,137 of mortgages receivable as of June 30, 2024. 

Note 20. Retirement Plan 

The Organization maintains a retirement savings plan (the “Plan”) under the terms of Section 403(b) of the Internal 
Revenue Code. All salaried employees over the age of 18 are eligible to participate upon hire date. In accordance 
with the Plan document, the Organization, at the discretion of management, may provide matching contributions 
equal to 100% of the employee’s pre-tax contributions, up to 3% of eligible compensation. During the years ended 
June 30, 2025 and 2024, the Organization contributed approximately $331,000 and $292,000, respectively. 

Note 21. Related-Party Transactions 

The Organization pays quarterly tithes and management service fees to Habitat for Humanity International (“HFHI”), 
an affiliate of the Organization. The Organization paid approximately $1,110,000 and $1,555,000 to HFHI to support 
HFHI’s international work for the years ended June 30, 2025 and 2024, respectively. Effective July 1, 2024, Habitat 
International launched a Collaborate Operating Model (Habitat 2.0) which includes a required network fee and 
associated revenue share structure for direct marketing efforts by Habitat International. The total amount of the 
Habitat 2.0 fees was approximately $518,000 for the year ended June 30, 2025. In addition, the Organization paid 
approximately $97,000 and $97,000 to HFHI for AmeriCorps members serving at the Organization for the years 
ended June 30, 2025 and 2024, respectively.  

As of June 30, 2025 and 2024, the Organization had a payable balance due to HFHI of approximately $73,000 and 
$0, respectively. 
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Report on Internal Control over Financial Reporting and on Compliance and Other 
Matters Based on an Audit of Financial Statements Performed in Accordance with 
Government Auditing Standards  

Independent Auditor’s Report 

Board of Directors 
Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries 
Charlotte, North Carolina 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States (Government Auditing Standards), the consolidated 
financial statements of Habitat for Humanity of the Charlotte Region, Inc. and Subsidiaries (a North Carolina 
not-for-profit organization) (the “Organization”), which comprise the Organization’s consolidated statements 
of financial position as of June 30, 2025 and 2024, and the related consolidated statements of activities, 
changes in net assets, functional expenses, and cash flows for the years then ended, and the related notes 
to the consolidated financial statements, and have issued our report thereon dated October 29, 2025. 

Report on Internal Control over Financial Reporting 

In planning and performing our audit of the consolidated financial statements, we considered the 
Organization’s internal control over financial reporting (internal control) as a basis for designing audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 
consolidated financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
the Organization’s internal control. Accordingly, we do not express an opinion on the effectiveness of the 
Organization’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 
consolidated financial statements will not be prevented, or detected and corrected, on a timely basis. A 
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe 
than a material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
or significant deficiencies may exist that were not identified. 
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Report on Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Organization’s consolidated financial 
statements are free from material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have a 
direct and material effect on the consolidated financial statements. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

 
 
Greensboro, North Carolina 
October 29, 2025 
 
 




