
SHAW & CO., P.C.
Certified Public Accountants & Business Advisors

SALT LAKE VALLEY
 HABITAT FOR HUMANITY

FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2003

AND

INDEPENDENT AUDITORS’ REPORT



SALT LAKE VALLEY HABITAT FOR HUMANITY

Table of Contents

Independent Auditors’ Report 1

Financial Statements

Statement of Financial Position 2

Statement of Activities 3

Statement of Functional Expenses 4

Statement of Cash Flows 5

Notes to Financial Statements 6





See accompanying notes to financial statements.

2

SALT LAKE VALLEY HABITAT FOR HUMANITY
Statement of Financial Position

June 30, 2003
With Comparative Totals For June 30, 2002

2003 2002
ASSETS
Current assets

Cash - unrestricted $ 254,135 $ 403,075
Cash - restricted 606,432 529,478

860,567 932,553

Accounts receivable 33,939 -   
Inventory 70,000 80,000
Prepaid expenses 20,001 6,815
Homes under construction 668,506 423,505
Current portion of noninterest bearing mortgage loans,
  net of unamortized discount of $88,006 and $52,763 22,156 48,597

Total current assets 1,675,169 1,491,470

Land for future development 113,798 321,506

Furniture, equipment, and vehicles, at cost less
accumulated depreciation of $41,199 and $26,169 59,718 49,780

Noninterest bearing mortgage loans, net of unamortized
 discount of $988,606 and $952,329, net of current portion 976,649 843,951

$ 2,825,334 $ 2,706,707

LIABILITIES AND NET ASSETS
Current liabilities

Accounts payable $ 23,089 $ 33,087
Accrued liabilities 30,563 23,359
Homeowners’ escrow accounts -   2,032
Short-term note payable - Salt Lake City Corporation -   105,000

Total current liabilities 53,652 163,478

Net assets
Unrestricted 2,070,132 2,013,751
Temporarily restricted 701,550 529,478
Permanently restricted -   -   

2,771,682 2,543,229

$ 2,825,334 $ 2,706,707
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SALT LAKE VALLEY HABITAT FOR HUMANITY
Statement of Activities

Year Ended June 30, 2003
With Comparative Totals for the Year Ended June 30, 2002

2003
Temporarily Permanently 2003 2002

Unrestricted Restricted Restricted Total Total
REVENUES AND SUPPORT

Support:
Donations:

Corporations $ 31,180 $ 213,825 $ -   $ 245,005 $ 170,573
In-kind materials 98,275 -   -   98,275 167,670
Foundations 41,779 37,585 -   79,364 107,505
Individuals 39,331 5,148 -   44,479 264,279
Churches 1,531 12,962 -   14,493 30,502

United Way 47,744 -   -   47,744 13,602
Government grants -   36,388 -   36,388 248,969
Grant (Capacity Building) 10,307 -   -   10,307 18,633
Fund-raising 1,134 -   -   1,134 852

Total support 271,281 305,908 -   577,189 1,022,585

Revenue:
Mortgage discount amortization 82,144 -   -   82,144 51,008
Interest income 12,366 -   -   12,366 15,268
Other revenue 14,101 -   -   14,101 14,808
Gain on sale of stock 4,706 -   -   4,706 -   
Gain/(loss) on sale of land and buildings (2,489) -   -   (2,489) 163,668
Net assets released from restrictions 133,836 (133,836) -   -   -   

Total revenues 244,664 (133,836) -   110,828 244,752

Total revenues and support 515,945 172,072 -   688,017 1,267,337

EXPENSES
Program services 379,870 -   -   379,870 327,314

Supporting activities:
Management and general 69,927 -   -   69,927 45,992
Fundraising 9,767 -   -   9,767 4,388

79,694 -   -   79,694 50,380

Total expenses 459,564 -   -   459,564 377,694

Change in net assets 56,381 172,072 -   228,453 889,643

Net assets, beginning of year 2,013,751 529,478 -   2,543,229 1,653,586

Net assets, end of year $ 2,070,132 $ 701,550 $ -   $ 2,771,682 $ 2,543,229



See accompanying notes to financial statements.
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SALT LAKE VALLEY HABIT FOR HUMANITY
Statement of Functional Expenses

Year Ended June 30, 2003
With Comparative Total for the Year Ended June 30, 2002

2003
Program General and Fund 2003 2002
Services Administrative Raising Total Total

Salaries and wages $ 104,473 $ 37,312 $ 7,462 $ 149,247 $ 111,732
Payroll taxes 22,544 8,052 1,610 32,206 26,882

Total salaries, wages and
 related expenses 127,017 45,364 9,072 181,453 138,614

Discount on mortgages 138,367 -   -   138,367 112,339
Rent 15,166 6,500 -   21,666 26,780
Community and volunteer relations 21,325 -   -   21,325 5,877
Professional fees 14,679 3,670 -   18,349 9,273
Contributions 14,387 -   -   14,387 15,213
Insurance 7,528 1,328 -   8,856 8,040
Telephone 4,938 2,881 411 8,230 6,993
Miscellaneous 6,101 912 -   7,013 3,461
Postage and delivery 5,023 751 -   5,774 1,991
Supplies 3,399 1,981 284 5,664 15,670
Family program expense 4,217 -   -   4,217 -   
Training and conferences 2,427 128 -   2,555 4,131
Office expense 996 995 -   1,991 3,369
Repairs, maintenance and utilities 695 695 -   1,390 7,324
Construction expense 1,339 -    -   1,339 1,495
Printing and reproduction 830 92 -   922 566
Interest and finance charges 566 85 -   651 775
License and permits 405 60 -   465 25
Property taxes -   -   -   -   4,304

Total expenses before depreciation 369,405 65,442 9,767 444,614 366,240

Depreciation 10,465 4,485 -   14,950 11,454

Total expenses $ 379,870 $ 69,927 $ 9,767 $ 459,564 $ 377,694



See accompanying notes to financial statements.
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SALT LAKE VALLEY HABITAT FOR HUMANITY
Statement of Cash Flows

Year Ended June 30, 2003
With Comparative Totals for the Year Ended June 30, 2002

2003 2002
CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets $ 228,453 $ 889,643
Adjustments to reconcile changes in net assets to net
 cash provided by operating activities:

Straight line method to interest method 23,721 -   
Depreciation 14,950 11,454
Mortgage discount amortization (82,144) (51,008)
Discount on mortgages 138,367 112,339
Changes in current assets and liabilities:

(Increase) in accounts receivable (33,939) -   
(Increase) decrease in prepaid expenses (13,186) 1,876
(Increase) decrease in inventory 10,000 (80,000)
(Increase) decrease in homes under construction (245,001) (306,405)
Decrease in land held for future development 207,708 97,435
(Decrease) in checks drawn in excess of cash in bank -   (11,846)
Increase (decrease) in accounts payable (9,998) 33,087
Increase (decrease) in accrued liabilities 7,204 (1,720)
Increase (decrease) in homeowners’ escrow accounts (2,032) 92

Net cash provided by operating activities 244,103 694,947

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of land, building and equipment (33,579) (42,615)
Sales of land, building and equipment 8,691 55,014

Net cash provided (used) by investing activities (24,888) 12,399

CASH FLOWS FROM FINANCING ACTIVITIES
Payments received on mortgage notes 106,968 233,069
Payment on notes payable (105,000) -   
Proceeds loaned on individual mortgages (293,169) (359,643)

Net cash used by financing activities (291,201) (126,574)

Net (decrease) increase in cash (71,986) 580,772

Cash at beginning of year 932,553 351,781

Cash at end of year $ 860,567 $ 932,553

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest $ -   $ -   

Cash paid for income taxes $ -   $ -   
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SALT LAKE VALLEY HABITAT FOR HUMANITY
Notes to Financial Statements

June 30, 2003

1. ORGANIZATION AND BASIS OF PRESENTATION

Salt Lake Valley Habitat for Humanity was incorporated under the laws of the State of Utah as a  nonprofit
corporation on February 25, 1986.  The Organization is an affiliate of Habitat for Humanity International, Inc.
(“Habitat International”), a nondenominational Christian nonprofit organization whose purpose is to create
decent, affordable housing for those in need, and to make decent shelter a matter of conscience with people
everywhere.  Although Habitat International assists with information resources, training, publications, prayer
support, and in other ways, the Organization is primarily and directly responsible for its own operations.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Organization have been prepared on the accrual basis.  The Organization
follows the provisions of Statements of Financial Accounting Standards (SFAS) No. 117, “Financial
Statements of Not-for-Profit Organizations”and SFAS No. 116, “Accounting for Contributions Received and
Contributions Made.”

The significant accounting policies followed are described below to enhance the usefulness of the financial
statements to the reader.

Estimates in the Financial Statements

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

Classes of Net Assets

Revenues and gains are classified based on the presence or absence of donor restrictions and reported in the
following net asset categories:

a. Unrestricted net assets represents the portion of net assets not subject to donor restrictions.

b. Temporarily restricted net assets arise from contributions that are restricted by the donor for
specific purposes or time periods.

All contributions are considered available for unrestricted use, unless specifically restricted by the donors.  All
expenses are reported as changes in unrestricted net assets.

Cash and Cash Equivalents

The Organization considers all highly liquid investments with an original maturity of three months or less when
purchased to be cash equivalents.  From time to time during the year, the Organization’s cash balance in
financial institutions has exceeded the federal depository insurance limits.  The Organization has not
experienced any losses in such accounts and believes it is not exposed to any significant credit risk on cash.



Notes (continued)

7

Contributions

Unconditional promises to give are recognized as revenue when the underlying promises are received by the
Organization.  Gifts of cash and other assets are reported as temporarily restricted support if they are received
with donor stipulations that limit the use of the donated assets.  When a donor restriction expires, that is, when
a stipulated time restrictions ends or purpose restriction is accomplished, temporarily restricted net assets are
reclassified to unrestricted net assets and reported in the Statement of Activities as net assets released from
restrictions.

Allowance for Doubtful Accounts

An allowance for doubtful accounts has not been established because management believes that all receivables
are fully collectible.

Furniture, Equipment, Vehicles, and Homes Under Construction

Furniture, equipment, and vehicles are recorded at acquisition cost, or if donated, at the fair market value at
the date donated.  The cost of homes under construction also includes any in-kind donations of materials,
services and land.  The Organization capitalizes additions that exceed $1,000.  Depreciation expense is
provided on a straight-line basis over the following estimated useful lives of the respective assets, ranging from
five to twenty years.

Reclassifications

Certain items from June 30, 2002 have been reclassified to conform with the June 30, 2003 presentation.

Income taxes

Salt Lake Valley Habitat for Humanity has received exemption from income taxes under Section 501(c)(3) of
the U.S. Internal Revenue Code under a group exemption letter granted to Habitat for Humanity International
by the Internal Revenue Service.

Donated Services and Materials

Volunteers provide substantial services to the Organization.  Services provided by volunteers building homes
are measured either by the fair value of the services received or by the increase in value of the home, whichever
is more objectively determinable.  During the year ended June 30, 2003, no services were recognized.  In
addition, the Organization receives administrative and fund-raising services from volunteers.  These services
are not of a type permitted to be recognized in the financial statements, thus no value is determined.

The Organization also receives donated materials to assist in building the homes.  In-kind revenue of $98,275
is recorded in the statement of activities.  In-kind expense of $96,463 has been capitalized as land, building
and equipment, and in-kind expense of $1,812 is recorded as community and volunteer relations expense.

Inventory

The Organization accepts contributions of building materials.  These contributed materials are recorded at their
fair value at the date of receipt and are reflected as inventory in the Statement of Financial Position.  The
inventory will be used for homes under construction and future projects.



Notes (continued)

8

Transfers to Homeowners

Transfers to homeowners are recorded when a home is occupied and title is transferred.  The transfer is
recorded at the gross amount of payments to be received over the lives of the mortgages.  Non-interest bearing
mortgages have been discounted based upon prevailing market rates at the inception of the mortgages,
currently 7.97%.  Discounts are amortized using the effective interest method over the lives of the mortgages.
Upon transfer to a homeowner, the Organization records the discount as “discount on mortgages” in the
statement of activities.

Fair Value of Financial Instruments

The Organization has a number of financial instruments, none of which are held for trading purposes.  The
Organization estimates that the fair value of all financial instruments at June 30, 2003, does not differ
materially from the aggregate carrying values of its financial instruments recorded in the accompanying
statement of financial position.

Land Held for Future Development

The Organization acquires land for future housing projects.  The cost land held for future development at June
30, 2003 was $113,798.

3. FURNITURE, EQUIPMENT, AND VEHICLES

At June 30, 2003, the cost of such assets was as follows:

Furniture and equipment $ 50,069
Vehicles 50,768

100,837
  Less: accumulated depreciation (41,119)

$ 59,718

Depreciation expense for the year ended June 30, 2003 was $14,950.

4. TRANSACTIONS WITH HABITAT INTERNATIONAL

The Organization annually remits a portion of its contributions (excluding in-kind contributions) to Habitat
International.  These funds are used to construct homes in economically depressed areas around the world.
The Organization contributed  $14,387 to Habitat International for the year ended June 30, 2003.  Such
amounts are included in the Statement of Activities as “Contributions.”
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5. NONINTEREST BEARING MORTGAGE LOANS

The Organization currently holds thirty-two noninterest bearing mortgage loans.  The mortgage loans range
from a period of 20-30 years.  The mortgage loans also contain a recapture agreement when the mortgagee sells
a house before a prescribed time, usually twelve years from the date of first occupancy.  The recapture
agreement states that the original purchaser of the home must pay a recapture amount to the Organization if
the house sells for a price greater than the price that it was originally purchased.

The national Habitat for Humanity organization requires local chapters to discount their mortgage loans.  The
mortgage loans are non-interest bearing.  Discounting mortgage loans consists of applying an interest rate to
the mortgage loan that is supplied by Habitat for Humanity International.  The discount rate for the year ended
June 30, 2003 is 7.97%.  The effective portfolio rate at June 30, 2003 was 8.96%.  The difference between the
original mortgage loan and the discounted mortgage loan is recorded as a donation by Salt Lake Habitat for
Humanity under the caption “discount on mortgages” in the statement of activities.

The Organization’s mortgage loans were amortized using the straight line method up to June 30, 2002.  In the
fiscal year ended June 30, 2003 the Organization elected to amortize all mortgage loans using the interest
method.  The difference is not material to the financial statements.

The following is a schedule by years of maturities under the noninterest bearing mortgage loans as of June 30,
2003:

Year Ended June 30 Amount
2004 $ 22,156
2005 24,407
2006 26,763
2007 29,310
2008 32,105

Thereafter 863,585
998,326

Less: current portion (22,150)

$ 976,170

6. CONTINGENCY

During July 2000, the Organization transferred a home and underlying lot to a homeowner which contained
a seven-year marketability restriction on a portion of the property.  In connection therewith, should the
homeowner desire to sell the home prior to July 2007, the Organization is contractually responsible and shall
have the exclusive choice to either (1) purchase the property from the homeowner pursuant to the terms of a
defined purchase option, (2) provide title insurance to the homeowner without an exception for lack of
marketability, or (3) defend the homeowner against any challenge to the tax deed or tax sale procedure arising
from the sale.
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7. HOMES UNDER CONSTRUCTION

The cost of building a home is accumulated in the caption “Homes under construction” on the Statement of
Financial Position.  This accounts includes the accumulated costs for the underlying land, direct and indirect
costs of construction, and the value of donated materials and professional services.  The following is a
summary of home building activity for the year ended June 30, 2003:

Number
of Homes Costs

Infrastructure development costs and homes
  under construction, June 30, 2002 17 $ 423,505
Additional costs incurred and transfer of land on beginning

 homes under construction - 484,777
New homes/projects started during year ended June 30, 2003 - -   
Homes transferred during year ended June 30, 2003 3 (239,776)

Infrastructure development costs and homes
  under construction, June 30, 2003 14 $ 668,506

8. LEASE COMMITMENTS

The Organization entered into a lease agreement for its corporate offices in August of 2002. The lease
agreement expires on July 31, 2005.  The lease requires monthly payments of $1,806.  Total lease expense
during the year ended June 30, 2003 was $21,666.  Future minimum operating lease payments are based on
remaining terms of the loan agreements that the Organization has signed.  The required future minimum lease
payments are as follows.

Year ending June 30,
2004 $ 21,672
2005 21,672

$ 43,344

9. PRIOR YEAR INFORMATION

The financial statements for the year ended June 30, 2002 are presented for comparative purposes only.  The
notes presented herein contain information regarding June 30, 2003.  Please refer to the June 30, 2002 audited
financial statements for information regarding the notes for that year.




