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INDEPENDENT AUDITORS'REPORT 

Boah) of Directors 
Habitat for Humanity 

Calcasieu Area, Inc. 
Lake Charles, Louisiana 

Report on the Financial Statements 

We have audited the accompanying financial statements of Habitat for Humanity Calcasieu Area, Inc. (a 
non-profit oiganization) which comprise the statement of financial position as of June 30, 2DJ4, and the 
related statements of activities, functional expenses, and cash flows for the year then ended, and the related 
notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fy'w presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors'Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of m^eriai misstatement. 

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

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

Opinion 

In our opinion, the fioancial statements referred to above present feir/y, in all material respects, the 
fmancial position of Habitat for Humanity Calcasieu Area, Inc. as of June 30,2014, and the changes in its 
net assets and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America. 
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Report on SnmniBrized Comparative Information 

We have previously audited the Habitat for Humanity Calcasieu Area, Inc.'s 2013 financial statements, and 
we expresi^d an unmodified audit,opinion on those audited financial statements in our report dated October 
11,2013. In our opinion, the summarized comparative information presented herein as of and for the year 
ended June 30, 2013, is consistent, in io'^ail material respects, with the audited financial statements from 
which it has been derived. 

Other Reporting Required by Government Auditing Standards 

In-Mcordance with Govejwnent Auditing Standards, wc hsvc a\^ issued our report dated November 24, 
2014, on our consideration of Habitat for Humanity Calcasieu Area, Inc.*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 to describe the scope of our testipg of 
internal control over financial reporting and compliance and the results of that testing and not to provide an 
opinion on 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 Habitat for Humaa% 
Calcasieu Area, Inc.'s internal control over fmancial reporting and compliance. 

McMullen and Mancitso. CPAs. LLC 

Sulphur, LA 

November 24,2014 



HABITAT FOR HUMANITY CALCASIEU AREA, INC 

STATEMENT OF FINANCIAL POSITION 

For the Year Ended June 30,2014 
wirfa comparative totab for June 30,2013 

ASSETS 
2014 

CURRENT ASSETS 
Cash and Ctsh Equival^ 
Prepaid Expetses 
Construction in Progress 
Current Portion of Noo-lnterest Bearing Mortgage 

Loans Receivable at Fair Value 

Total Current Assets 

OTHER ASSETS 
Cash Reserved for Escrow Accounts 
Non-Interest Bearing Mortgage Loais Receivable at Fair Value 

less Discount of 12,356,412 
Notes Receivable-AHPP 
Inventory - Land end Lot 
Inventory - Land and Lot - AHPP 

total Other Assets 

FIXED ASSEl'S 
Property and Equipment (Net of Accumulated Depreciation 

of$ 124.843) 
Residential Properties - AHPP 

Net Property and Equipment 

Total Assets 

88,811 
7,955 

358,331 

219.089 

674,186 

39,648 

1,498,442 
745,343 
96,339 
21,659 

2,401.431 

54,318 
144,501 
198.819 

3,274,436 

2013 

$ 421,629 

497,403 

mjm 
1,052,841 

22,524 

1,405,290 
1,409,961 

134,131 
28,745 

3,000,651 

45,755 
229^334 
275.089 

LIABILITIES AND NEl* ASSETS 

CURRENT LUBILITIES 
Accounts Payable 
Accrued Leave 

• PayroU Taxes Pajrabte 
Sales Taxes P^ablc 
Current Portion of Non-Interest Bearing Note Payable 

less Discount or$4.830 
Note Payable • Brown Foundation 
Note Pi^bJe • Shop Grant 
Escro\v Funds for Rent, taxes. Insurance -

Mortgage Escrow Accounts 
Total Current Liabilities 

l;ONG-TERM DEBT 
N<m-lnterest Bearing Note ^yablc 

less Discount of $20,882 
Note Payable - Bro\vn Foundation 
Note Pa^ble - Shop Gronl 

Total Long - Term Debt 

Total Liabilities 

NET ASSETS 
Unrestricted 
Temporarily Restricted 

Total Net Assets 

Total Liabilities and Net Assets 

26.663 
13,255 
4,620 
U37 

5,171 
1,250 
1.872 

39.648 

93,716 

59,107 
3,229 
3.600 

65,936 

159,652 

1.723369 
l;391,415 

3.114.784 

3374.436 

29,517 
I2.5M 
6,109 

930 

4.787 
i;250" 

22.524 

77,701 

64.663 
4.479 

69,142 

146,843 

1,882.164 
^99374 

4.181.738 

$ 4328381 

The accompanying notes arc an integral part of these statisments 



HABITAT FOR HUMANITY CALCASIEU AREA, INC 

STATEMENT OF ACTIVITIES 

For the Year ended June 30,2014 
with comparative totab for 2013 

2014 2013 

TEMPORARILY 
UNRESTRICTED RES'IRICTED TOTAL TOTAL 

PUBLIC SUPPORT AND REVENUES 
Sales to Homeowners $ 692,500 .$ - $ 692,500 $ 528,687 
Habhat^r Humanity International - 7,999 7,999 471,724 
Contributions/House Sponsors - 89,065 89,065 102,459 
Rental Income 45,166 - 45,166 .41336 
Other Program Income. 5,151 - 5,151 15,013 
Restore Income 194,219 - 194319 -132,613 
Special Events - - - 5,737 
Interest Income 76 - 76 106 
Miscellaneous Income 4,852 - 4,852 3,939 
Contributed Capital - Property - - - 24,000 
In-kind Contributions 12,493 - 12,493 63,600 
Gain (Loss) on Sale of Properties - AHPP - 64,514 64,514 21,234 
Other Income - AHPP - - - 203.389 
Imputed Interest income on Non - Interest 

Bearing Mortgage Loans Receivable 98,981 - 98,981 76,586 
Total Public Support and Revenues 

r 
1,053,438 161,578 1,215,016 1,690,323 

Net Assets Released from Restrictions: 136,339 (136,339) _ _ 

Total Revenues and Other Support 1,189.777 25,239 1,215,016 1,690.323 

EXPENSES 
Program Service 

Construction, Supervision, and Support 1,024,858 908,635 1,933,493 1,659,909 
Alternative Housing Pilot Program - 24,763 24,763 90,764 
Restore 153,779 - 153,779 60,000 

Management and General 102,188 - 102,188 100,704 
Fundraising 60,247 - 60,247 38.646 

Total Expenses 1.341,072 933,398 2.274.470 1,950,023 

CHANGE IN NET ASSETS (151,295) (908,159) (I,059.4M) (259.700) 

NET ASSETS AT BEGINNING OF YEAR, 
AS ORIGINALLY REPORTED 1,882,164 2,299374 4,181,738 4,545396 

PRIOR PERIOD ADJUSTMENTS (7,500) _ (7.500) (103,858) 

NET ASSETS AT BEGINNING OF YEAR, 
AS RESTATED 1,874,664 2,299.574 4,174338 4,441^438 

NET ASSETS AT END OF YEAR $ 1,723369 $ 1391.415 $ 3,114,784 $ 4,181,738 



HABITAT FOR HUMANITY CALCASIEU.ARFA, INC 

STATEMENT OF FUNCTIONAL EXPENSES 

For the Year Ended June 30,2014 
with comparative totab for 2013 

Program Services SumKHtmg Services 
Total 

Services 
Construction Alternative Hp^og Managemeat 

SuperviatoD and Support Pilot Program Rcsioje and General Fundrabing 2014 2013 
Administrative Pecs $ $ S S 7394 $ $ 7394 $ 5,845 
Advertising 315 - 7,745 35 - 8,095 5,100 

Service Charges - - 266 3,085 - 3351 2,487 

Cost of Construction 600,453 - - - - 600,453 650,688 

Costs of Construction after Sale 4,724 - - - - 4,724 66 
Contract Labor - , - - 158 158 1,742 
Cooferences and Forums 8,007 - - ^0 • 8,^7 6,530 
Donations and Other Tithes - - - - - 435 
Dues and Subscriptions 3.047 - 868 339 735 4,988 10,421 
Equipment and Storage Rental - - 9.631 - - 9,631 11,946 
HFH International Tithe 9,766 - - - - 9,766 12,148 
Insurance 19,863 15.667 8,301 2307 - 46,038 43,139 
Insurance - Worker's Compensation 16,100 - 1,654 1,789 - 19,543 12,411 
Insnrance - Executive Staff 10,477 - - 6,923 - 17,400 17,939 
Interest 144 - - 16 - 160 959 
Licenses and Taxes 180 - 116 - - 296 1321 
Miscellaneous 1,584 330 273 176 - 2363 2333 
Office Expense and Snpplies 7367 - 5,738 819 246 14,170 14,685 
Payroll Taxes 17301 - 5,788 4,150 4372 31311 26,148 
Posta^ and Shipping 2388 - - 265 829 3,482 2389 
Prin^g and Publications - - - - 899 899 1,943 
Professional Fees 10.477 - 164 7303 - 17.844 31,814 
Properly Management - - - - - - 5,158 
Kent 13300 - 24.073 1,500 - 39.073 17,500 
Repairs and Maintenance 8348 8,745 7,136 281 - 24,510 27,657 
Salaries and Wages 209,178 - 66,443 59,792 50,554 385367 293,415 
Small Tools and Supplies 2,786 - 429 310 1,968 5,492 10342 
Telephone 15,022 - 1,190 1,669 - 17,881 12,052 
Travel and Transportation 3,722 - 3,000 414 486 7,622 8.871 
Utilities 12,166 21 10,164 052 - 23.703 8,993 
Uniforms . 238 - - 238 461 
Volunteer ETqiense 1,966 - 562 181 - 2,709 330 

Total Functional Expenses 
Before Depreciation and Discouob 978,781 24.763 153,779 100,688 60,247 1318358 1346,968 

Depreciation Expense 13302 _ . 1,500 - 15,002 14,113 
Discount on Current Year Non-Intorcsl 
Bearing Mortgage Loans Receivable 797,467 - - - - 797,467 677.399 

Discount on Mortgages Sold to 
Jeff Davis Bank 138,913 - - - - 138,913 6,450 

Discount on Current Year Note Payable 4,830 - - - - 4,830 5,093 

To^ Functional Expenses $ 1.933,493 $, 24.763; $ 153,779 S 102,188 $ 60,247 $ 2374.470 ,$J350,023 

The acconipanying notes are an integral part of these statements 



HABITAT FOR HUMANITY CALCASIEU AREA, INC. 

STATKMI^ OF CASH FLOWS 

For Oie Year ended June 30.2014 
wftb compantlve tomb for 2013 

CASH FLOWS FROM OPERATING ACTIVmBS 
Cbaogo in Net Assets 
AiyustDtenla to Recancfle dtange in Net Aaseu to Net 
Cesh ftovided (used) fay Operating Activities: 

Deprccmtion 
Net (locRase) Decrease in: 

Restrrcted Cash for Escrmv Acooimls 
Prepaid UxpcnsQS 
Piqiaid Credit Card 
Other ReoeiveMes 
Gain on COflvcraion of AJ1PP Notes Receivables 
HotlSW ^Tixfaw Oem*ntriinn 

Net Increase (Decrem) in: 
Accounts end Credit Q^Peyabto 
Accrued Leave 
Payroll Taxes PqraUe 
Sales Taxes Payable 
Lansoit Proceeds 
EsoorePiindsHcId 

Net Cash (U^ by Opcntins Activities 

CASH FLOWS FROM INVESTING ACTZVmES 
PayTTients Received on Moitgages 
New Mortgages Issued 

MortgagD tohrable Discoant Expense 
Proceeds fiom Mortgages Sdd to JelTDavis Bsidc 
^ Note Receivable Is^ 
Payments Received on Notos Receivoblo 
Notes ReceivaUe Paid Olfby JelTDavis Bank 

with New Mortgnga is^ 
Purehaseoirixed Assets 
Acquifl^ of lAJid and Residential Preperties 
Sate of UDid and Residisitial Properties > AHPP 
Sate ofLmid *"<1 Resjdeotial 

Net Cod) Provided fay Investiiig Activities 

CASH FLOWS FROM FINANCING ACHVITIES 
Proceeds from Shop Loon 
Paymofitson Shop Loan 
Paym^ on Note to Joff Davis Bank 
Note P^le Discount Qqiense 
P^fineirt on Nolo to Drown Foundation 

Net Cash (Used) 1^ Financing Activilies 

Net Increare (Decrease) in and Cash E^uvalents 

Cash and Ca^ Equivalents. Beginning of Year 

Cash end Cash Equvaleota, End ofVear 

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION: 
Cash Paid lor Interest During the Period 

2014 2013 

; (1.059,454) $ (259,700) 

15.002 14,113 

(17.124) 9.651 
(7.955) • 

- 2336 
- (4318) 

(64.514) -
139.072 116,636 

(2354) (3.0U) 
S7I 7318 

(I,4«9) 2332 
307 930 

- 30,671 
I7il24. (9.651) 

(98I3I4) (93.IW) 

189,757 267,046 
(1334.321) (405323) 

(9S.981) (76386) 
936,380 512,027 
174383 -
(91.91?) (454321) 
54,804 87,762 

698,07! . 
(23,565) (9382) 
(22,087) (24,000) 

- 208392 
66.966 76300 

649388 182,115 

7300 . 
(2.028) -
(5;l72) (4,075) 
4330 5.093 

(1.250) (13.186) 

(1.592) (14.168) 

(332,818) 74,754 

421.629 346,875 

88.81! S 42L629 

160 $ 959 

The eceompanying notes ere en int^psl part of these slelflneitts 



Habitat for Humanity Calcasieu Area, Inc. 

NOTES TO THE FINANCIAL STATEMENTS 
June 30,2014 

NOTE A ^ SUMMARY OF SIGNIFICANT ACCOUNTING POUCIES 

The financial statements of Habitat for Humanity Calcasieu Area, Inc. have been prepared on the accrual 
basis and in confonnity with the standards promulgated 1^ the American Institute of Certified Public 
Accountants in Jts aiidit guide for voluntary heahh and welfare organizations. 

1. Organization and Purpose 

Habitat for Humanity Calcasieu Area, Inc. C'Habitat" or "the Organization") was incorporated on 
January 27, 1992, as an interdenominational oi^anization whose purpose is to encourage, promote, 
and assist in the building and redevelopment of low-income housing in Calcasieu Parish and the 
surrounding area. Habitat^s purpose is accomplished through a privately operated and financed 
program to transfer such housing to low-income persons at approximate cost utilizing non-intefest 
bearing mortgage loans. Habitat finances its operations through continuing contributions, 
mortgage payment receipts and low interest loans. 

Financial statement presentation follows the recommendations of ^e Financial Accounting 
Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial 
Statements of Not-for-Profit Organizations. Under SFAS No. 117, the Organization is required to 
report information regarding its financial position and activities accoidmg to three classes of net 
assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net 
assets. 

3. Cash and Ca^ Eouivalents 

For purposes of the Statements of Cash Flows, the Organization considers all unrestricted, highly 
liquid investments with an initial maturity of three months or jess to be cash equivalents. 

1 

4. Reserved Cash 

The Organization currently services the mortgages on the homes it sells. Included In reserved cash, 
which are required to be kept in a separate bank account, are amounts received from homeowners 
for insurance, property taxes and home maintenance (escrow funds). Reserved cash at June 30, 
2014 was $39,648. 

5. Use of Estimates 

The pi^araUon of financial statements in conformity with generally accepted accounting 
principles requires ,management to make estimates and assumptions. This will affect the reported 
amount of assets and liabilities, disclosure of contingent assets and liabilities at the date of the 
fmancial statements, and the reported amounts of revenues and expenses during the reporting 
period. Actual results could differ from these estimates. 

Contributed property and equipment are recorded as support at their estimated fair value at the 
date of donation; all other fixed assets are recoitled at cost. Depreciation is provided over the 
estimated useful lives of the assets using the straight-line method. Depreciation amounted to 



Habitat for Humanity Calcasieu Area,'lnc. 

NOTCS TO THE FINANCIAL STATEMENTS 
June 30.2014 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

6. Property and Equipment fcontinuedl 

$15,002 for the year ended June 30,2014, based on an estimated useful life of five (5) to seven (7) 
years for equipment and twenty-seven.and a half (27.5) to thirty-nine (39) years for property and 
leasehold improvements. Maintenance, repair costs, and minor replacements are changed to 
expense as mcurred. The Organization maintains a capitalization threshold of $500. 

7. Public Support and Revenue 

Contributions are recognized when foe donor makes a promise to give that Is, in substance, 
unconditional. Donor-restricted contributions are reported as increases in temporarily restricted or 
permanently restricted net assets depending on the nature of the restrictions. When a restriction 
expires, temporarily restricted net assets .are reclassified to unrestricted net assets, temporarily 
restricted contributions are reported as increases in unrestricted net assets if the restrictions expire 
in the fiscal year in which the contributions arc recognized. 

8. Advertising Costs 

Advertising costs are chaiged to operations when incurred. For foe year ended June 30,2014, the 
Organization incurred advertising costs of $8,095. 

9. Houses Under Construction and Real Estate Owned 

Real estate, building materials^ and labor are recorded at cost when payment is made or at 
estimated feir market value when donated. 

Reclaimed houses are recordwl as a component of real estate owned at the outstanding mortgage 
balance at the date of reclamation. 

10. Contributed Services 

A substantial number of volunteers have made significant contributions of their time to Habitat, 
principally in the areas of house construction, administration and fundraising. The value of non
professional contributed time is not reflected in the accompanying financial statements. However. 
Habitat values donated professional service based on the market value of the service being 
provided. 

1], Income Taxes 

Habitat for Humanity Calcasieu Area, Inc. was incorporated under the laws of the state of 
Louisiana. The Organization is operated exclusively for charitable services and has qualified for 
the exemption from Federal income taxes under Section 501 (c) (3) of the Internal Revenue Code. 
In addition, the Organization has been determined by the Internal Revenue Service not to be a 
private foundation within the meaning of Section 509 (a) of the Code. 

12. Comparative Financial Statements 

The financial statements included certain prior- year summarized comparative information in total, 
but not by net asset class. Such information does not include sufficient detail to constitute a 



Habitat for Humanity Calc^ieu Area, Inc. 

NOTES TO THE FINANCIAL STATEMENTS 
June 30,2014 

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

12. Comparative Financial Statements (continuedJ 

presentation in. conformity with generally accepted accounting principles. Accordin^y, such 
information should be read in conjunction with the Organization's financial statements for the year 
ended June 30,2013, from which the summarized information was derived. • 

NOTE B - COOPERATIVE ENDEAVOR AGREEMENT 

On April 6, 2009, the Organization and Project Biiild A Future, Inc. entered into a cooperative endeavor 
agreement with the State of Louisiana, Division of Administration, Louisiana Recovery Authority, where 
as the State agreed to partner with both Agencies to build single family housing units designed as part of 
the Alternative Housing Pilot Program (AHPP) units on land owned by both Agencies. The State provided 
funding of $419,079 of AHPP funds to both Agencies for the purchase of thirty six (36) lots upon which 
AHPP units would be constructed. The State entered into a Developer Service Agreement with anothra-
party to develop and construct the housing units on diese lots owned by both Agencies. The two (2) 
Agencies arc the initial owners of all AHPP properties that are specifically constructed in Calcasieu Parish. 
Louisiana for sale to third parties. The two (2) Agencies will also retain the sale proceeds of the housing 
units and must use those proceeds for affordable; home ownership programs for low and moderate-income 
people, in conformity with the mission of both Agencies. 

The Organization began offering these homes for sale to qualified homeowners in the. prior year through a 
lease with an option to purchase arrangement, with the rental payment being approximately the same as the 
estimated mortgage payment Once the buyer is prepared for home ownership, they receive credit for those 
payments made in rent. less some expenses. The buyer then closes on a loan with ^ Organization. 

During the year, the Organiration signed lease to purch^e contracts on one (1) property at a sales prices 
totaling $91,919, and recorded this as a notes receivable. The Organization closed on eight (8) of the 
homes, with original mortgages totaling $688,620, and included these houses in mortgage receivable. 
Two (2) of the housing units, at values of $166,160, did not have signed contracts as of the end of the fiscal 
year June 30,2014. 

In the prior year, the Organization signed lease to purchase contracts on five (S) of the properties at sales 
prices totaling $454,521, and recorded these as notes receivable. The Organimtion closed on ten (10) of 
the homes, with original mort^es totaling $793,812, and included these houses in mortgage receivables. 
Three (3) of the housing units, at values of $258,079 did hot have signed contracts asof June 30,2013. 

NOTE C -PROPERTY AND EQUIPMENT, NET 
A summary of property and equipment at June 30.2014, is as follows: 

Vehicles $ 53,732 

Leasehold improvements 11,650 

Machinery and equipment 81,896 

Office equipment 31,883 

179,161 

Less: accumulated depreciation and amortization 124,843 

Property and equipment, net $ 54,318 

10 



Habitat for Humanity Calcasieu Area, Inc. 

NOTES TO THE FINANCIAL STATEMENTS 
June 30,2014 

NOTE D - FAIR VALUES OF FINANCIAL INSTRUMENTS 

The following methods and assumptions were used by the Organization in estimating its fair value 
disclosures for finaiicial instruments; 

Cash, cash equivalents, short-term unconditional promises to give, and notes payable: The carrying 
amounts reported in the statement of financial position approximate fair values Because of the short 
maturities of those instruments. 

Non-interest bearing mortgage loans receivable; The fair value of non-interest bearing mortgage loans 
receivable is estiihated using discounted cash flow analysis, based on rates developed by Habitat for 
Humanity International once a year on June 30, 2014, which approximates current market interest rates for 
mortgage loans of this type. The carrying amounts of the non-interest bearing loans receivable 
approximate fair value. 

Notes payable: The fair value of the non-interest note payable to Jeff Davis Bank is estimated using 
discounted cash flow analysis, based on the Organization's current incremental borrowing rate. The 
carrying amount of the Organization's non-interest note payable approximates fair value. 

NOTE E - FUNCTIONAL ALLOCATION OF EXPENSES 

Expenses were allocated in the accompanying financial statements to program and support services 
functional expense groups. The methods of allocation were based on the Organization's .estimates of the 
relative proportion of various staff members' time and effort between program and support services as well 
as the Organization's estimates of the arhount of each expense utilized for program or support service 
functions. 

NOTE F - OPERi^TlNG LEASES 

On March I, 2008, the Organization entered into a one (1) year monthly lease agreement for its offices at 
$1,250 per month. The Organization may continue to lease the property on a month-to-month basis after 
February 28,2009 until it receives written notice from the lessor to vacate the building no later than ninety 
days after the date the Organization receives the notice. Lease expense for the office building was $15,000 
for June 30,2014. 

On February 27,2014, the Organization entered into a sixty (60) month term lease for its building used for 
the Restore. The lease agreement has three (3) additional consecutive options to extend the term of the 
lease for a period of five (5) ye^ each term by written notice to Landlord not less than ninety (90) days 
prior to the expiration of the current term, the lease amount is $4,500 per month until February 28,2015. 
On March 1,2015, the rent shal l increase to $5,000 per month until the end of the initial lease term. Lease 
expense for this commercial building was $24,073 for June 30,2014. 

NOTE G - CONCENTRATION OF REVENUE AND SUPjPORT 

Much of the revenue for the Organization's programs is provided by various donors through grants and 
contributions, as well as funding from Habitat for Humanity International, In the current year, these monies 
accounted for eight (8%) of its support, aside from the.program services of foe Agency. The current level of 
foe Organization's operations and program services may be adversely impacted by any reduction in 
funding. 

11 



Habitat for Humanity Calcasieu Area, Inc. 

NOTES TO THE FINANCIAL STATEMENTS 
June 30,2014 

NOTE H - NOTES PAYABLE 

Notes payable at June 30,2014, consist of the following: 

The Joe W. and Dorothy Dorsett Brown Foundation, 
non-interest bearing notes: 

Payable in annual installments of $1,250 with final payment 
in May 2018, secured by real prop^ $ 4,479 

Jeff Davis Bank, non-interest bearing note, payable in 180 monthly 
inslallments of $833 with final payment in June 2023, secured 
by certain mortgage receivables 

Habitat for Humanity International, Inc. (Habitat), non-interest 
bearing note, payable in 48 monthly installments of $156, 
vrith final payment in July 2017. During the term of the 
promissory note. Habitat shall have the right to retain any 
funds or donations received by Habitat which re designated for 
Affiliate 

Total Notes Payable 
Less Discount 

Less Current Portion 

Total Long - Term Debt 

Scheduled maturities for debt outstanding at June 30,2014, for 
each of the next five years are as follows: 

2015 
2016 
2017 
2018 
2019 

Thereafter 

89,990 

5,472 

99,941 
25,712 

74,229 
8.293 

65,936 

10,261 
10,261 
10,117 
7,868 
7,139 

28,583 
74,229 

The non-interest note payable to the Brown Foundation and Habitat for Humanity International, Inc. has 
not been discounted to approximate fair value as management believes it is not material to the financial 
statements. 

The interest rate used to discount the note payable to Jeff Davis Bank was obtained based on the market 
rates for similar types of notes on the origination date. The interest rate was determined to be7i75%. 

NOTE! - HOUSING ACTIVITIES 

During the year ended June 30,2014, Habitat started eleven (11) new houses. Completed houses were 
either sold at cost or held in inventory at cost, as real estate owned, pending sale. At June 30,2014, Habitat 
had nine (9) houses under construction on land owned by Habitat. Sales of houses were $692,500 during 
the year ended June 30,2014. 
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Habrtat for Humanity Calcasieu Area» Inc. 

NOTES TO THE FINANCIAL STATEMENTS 
June 30,2014 

NOTE I - HOUSING ACTlVmES (continued) 

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 (he market rates for a similar type of loan on the date of closing and are obtained from Habitat for 
Humanity International, which develops the discount rate once a year on June 30. All mortgage loans 
issued in the current fiscal year have a rate of 7.58%. This method of accounting properly reflects the value 
of the mortgage loans receivable in the financial statements and recognizes interest income over the life of 
the loans. An expense is recorded upon the sale of the house 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 doubtful accounts as it can reclaim homes through foreclosure in the event that a loan is 
deemed to be uncollectible. Scheduled annual mortgage receipts are approximately: 

2015 $ 124,208 

2016 124,208 

2017 124,208 

2018 124,208 

2019 124,208 

Thereafter 3,452,903 

4,073,943 
Less Discount 2,356,412 

$ 1,717,531 

NOTE J - SALES OF MORTGAGES 

During the year ended June 30,2014, the Organization entered into an agreement with Jeff Davis Bank to 
sale four (4) of their mortgage receivables at a discount of $138,913. The resulting discount will be 
amortized over twenty (20) years, which is the average of the maturities of the mortgages sold. As the loans 
were sold "with recourse" to the bank, In the event a mortgage loan becomes ninety (90) days delinquent, 
the Organization must pay the balance of the loan sold under the agreement. 

NOTE K - RETIREM ENT BENEHTS 

The Organization does not provide retirement benefits. Employees participate in the Social Security 
system. The Organization is not responsible for any post-employment benefits. The Organization has only 
he usual obligation to make current matching payments of the Social. Security system for active employees. 

NOTE L - COMPENSATED ABSENCES 

The Organization has the following policy relating to vacation and sick leave: 

Vacation: Each full-time employee shall be entitled to take vacation with pay in the following manner: 
An employee of the Organization will eam one week's vacation after one (1) year of employment and it 
can be taken at the end of that periods After two (2) years of employment, he/she is. eligible for an 
additional week of vacation. After five (5) years of employment, he/she is eligible for three weeks of 
vacation. 

13 



Habitat for Humanity Calcasieu Area. Inc. 

NOTES TO THE FINANCIAL STATEMENTS 
June 30,2014 

NOTE L - COMPENSATED ABSENCES (continued) 

Sick Leave: Each fuil-time employee shall be granted ten (10) days per year effective January 1 each year. 
A new employee, after working ninety (90) days, will be prorat^ sick leave at the rate of 3.07 hours per 
pay period continuing through December 3! of that calendar year. * Sick leave is to be used for i^rsonal 
illness, or may be used in hourly increments for preventative care, dental or doctor visits. Once the 
available sick leave is exhausted, an employee may use vacation leave time or excused leave without pay. 
Any sick, leave absences of more than thrw (3) consecutive work days, requires a doctor's statement of 
rel^e prior to returning to work. 

Unused sick leave benefits will not be allowed to accumulate from a prior calendar year into a subsequent 
calendar year. Unused sick leave will not be paid to an employe at the time of termination or retirement. 

The value of these compensated absences was $13,255 at June 30.2014. 

NOTE M - TEMPORARILY RESTRICTED NET ASSETS 

Temporarily restricted net assets at June 30,2014 are avail^le for the following uses; 

Purpose and time restrictions - AHPP Notes Receivable $ 745i343 

Purpose and time restrictions - AHPP Homes 166,163 

Purpose and time restrictions - HFH Construction 454.670 

Purpose and time restrictions - Contributions and Grants 25,239 

Total temporarily restricted net assets $ 1,391,415 

NOTE N-LITIGATION 

The Organization is a defendant in a potential legal action involving -an accident at the ReStore that 
occurred this fiscal year. While the final outcome cannot be determined at this time, management is of the 
ojprinion that the ultimate liability, if any, from the final resolution of this matter will not have a material 
effect on the Organization's financial statements. 

NOTE O - SUBSEQUENT EVENT 

Subsequent events were evaluated through November 24, 2014, which Is the date the fmancial statements 
were available to be issued. 

NOTE P - PRIOR PERIOD ADJUSTMENT 

For die year ended June 30,2014, it was noted that loan proceeds from Habitat for Humanity International 
was not recorded as a liability in 2011 when funds were received. This resulted in a decrease of $7,500 to 
unrestricted net assets. 

14 
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INDEPENDENT AUDITORS' 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 A UDITING STANDARDS 

To the Board of Directors 
Habitat for Humanity 
Calcasieu Area, Inc. 
Lake Charles, Louisiana 

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 Avditing Standards 
issued by the Comptroller General of the United States, the financial statements of Habitat for Humanity 
Calcasieu Area. Inc. (a nonprofit corporation) which comprise the statement of financial position as of 
June 30, 2014, and the related statements of activities, and cash flows for the year then ended, and the 
rela^ notes to the fuiancial statements, and have issued our report thereon dated November 24,2014. 

Interna! Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Habitat for Humanity 
Calcasieu Area, Inc.'s internal control over financial reporting (internal control) to detennine the audit 
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 
financial ^tements, but not for the purpose of expressing an opinion on the effectiveoess of Habitat for 
Humanity Calcasieu Area, Inc.'s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Organization's internal control. 

Our consideration of internal control was for the limited purpose described in the preceding paragraph .and 
was^ not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist that were 
not identified. However, as discussed in the accompanying schedule of findings, we identified certain 
deficiencies in intern^ control that we consider to be material weaknesses. , 

A drficiency 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 financial statements will not be prevented, or detected and corrected on a timely basis. We 
consider the deficiency described in the accompanying schedule of findings to be a material weakness. 
[2014-1]. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about wheAer Habitat for Humanity Calcasieu Area, Inc. 's 
financial statements are fiee fit)m material misstatement, we perfonned tests of its compliance with certain 
provisions of laws, regulations, contracts and gr^t agreements, noncompliance with which could'have a 
direct and material effect on the determination of financial statement amounts. However, providing an 
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not 
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express such an opinion. The results of oiir tests disclosed no instances of noncompliance or o^er matters 
that are required to be reported under Government AtidUing Standards. 

Habitat for Humanity Calcasieu Area, lnc.'s Responses to Findings 

HabitatTor Humanity Calcasieu Area, lnc.'s response to the findings identified in our audit is described in 
the accompanying schedule of findings and responses. Habitat for Humanity Calcasieu Area, Inc. *5 
response was not subjected to the auditing procedures'applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

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 organization's 
internal control or on compliance. This report is an^integral part of an audit performed in accordance with 
Government Avditing Standards in considering the organization's internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 

McMulien andMancuso, CPAs, LLC 

Sulphur, LA 

November 24,2014 
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Habitat for Humanity Calcasieu Area, Inc. 

SCHEDULE OF FINDINGS 

Year EndedJune 30,2014 

We have audited the financial statements of Habitat for Humanity Calcasieu Area, Inc. as of and for the 
year ended June 30^2014, and have issued our report thereon dated November 24,2014. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to fihancial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States. Our audit of the financial statements as of June 30,2014 resulted 
in an unmodified opinion. 

Section 1 Summary of Auditors* Reports 

a. Report on Internal Control and Compliance Material to the Financial Statements 
Internal Control 

Material Weaknesses [x Yes | ( No Significant Deficiencies X Yes No 

Compliance 
Compliance Material to Financial Statements | Yes X | No 

Section n Financial Statement Findings 

2014-1 Due to a lack of adopted and documented internal control policies regarding the ReStore, in 
particular a lack of segregation of duties In handling cash receipts, an employee theft occurred 
during the fiscal year. A staff accounting clerk committed the misappropriation with an 
approximate value of $11,000. The Organization terminated the employee and charges were 
pursued with the local authorities, who are still investigating the matter. There are policies 
regarding internal controls and segregation of duties issued by Habitat for Humanity International 
and are applicable to all affiliates. 

17 



Habitat for Humanity Calcasieu Area, Inc. 

SCHEDULE OF PRIOR AUDIT FINDINGS 

Year Ended June 30,2014 

Fiscal Year 
nndlDg Initially Corrective Action 

RcfNo. Occurred Description of Finding Taken 

Section I-Internal Control and Compliance Material to the Financial Statements: 

Theie ̂ verc no prior year financial statement findings. 

Section n - Management Letter: 

20J3-1 2013 The sales tax returns submitted by the Agency for the Resolved 
Restore contained errors. The mctxect amount of gross 
sales Tvm reported on retums that were inchi(M Hi our 
testing, routing in an undapayment/ovcrpaymenl of 

This schedule is prepared by management. 
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Habitat for niunanity Calcasieu Area, Inc. 

MANAGEMENTS CORRECTIVE ACTION PLAN 

War EndedJniie 30^2014 

Ref No. 

Fiscal 
Year 

Flndlns 
InWaUy 

Occurred Description of Finding 
Corrective Action 

Taken Corrective Action Planned 

Name of 
Contact Ariticipated 
Person Completion Date 

2014-1 6/30/2014 Due to a tack of adopted Boddocvroented 
intcral control policies icgaidtBg the ReStoi«» 
IB particular a lack ofs^t^tion of^» in 
hftitfiitng ^<>1 recetpts> an empli^ee Ibefi 
occuntddun'i^the ycv. AstaCT 
accounting cleik committed the 
misappropdation with an appioidmate value of 
$11,000. Tie Organization temumled the. 
employee end charges rveie pursued with the 
loca] authorities, vAo are still investigating tire 
matter. There are policies regarding interaal 
controls and regregation of duties issued by 
Ibbitat for Humam^ Intenatioool and are 
applic^le to all affiliates. 

Yes Once the fiaudxvasdiseovered, 
months later through compcnsatii^ 
ronlrols. the employee was terminated 
and charges were pursued with the 
local aothorittes. Tho Chganization 
also has fidelity bond itisareoce and is 
filing the necessary paperwork for 
reimbnrsetneirt. The Organization has 
since adopted inlefnational's policies 
renting scgn^tton of duties, and 
adopted a set of cash handling controls 
fen tbe Restore. 

Lenn Knapp ilAW20l4 

This schedule is prepared by magagement. 19 


