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MISTY D WATSON, CPA, P.A.
CERTIFIED PUBLIC ACCOUNTANT
PO BOX 2122
BOONE, NORTH CAROLINA 28607
TELEPHONE (704) 907-5053

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Hospitality House of Northwest North Carolina

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Hospitality House of Northwest North Carolina (a
nonprofit organization), which comprise the statement of financial position as of June 30, 2024, and the related
statements of activities, functional expenses, and cash flows for the year then ended, and the related notes to the
financial statements.

In our opinion, the _ﬁ'nancial statements present fairly, in all material respects, the financial position of Hospitality
House of Northwest North Carolina as of June 30, 2024, and the changes in its net assets and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards:are further described in the
Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We: are required to be
independent of Hospitality House of Northwest North Carolina and to. meet our other ethical responsibifities, in
accordance with the relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

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

in preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about Hospitality House of Northwest North Carolina’s
ability to continue as ‘a going concern within one year after the date that the financial statements are avaitable to be
issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to isstie an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absclute assurance and therefore is not a guarantee
that an -audit conducted in accordance with generally accepted auditing standards 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 financial statements.

In performing an audit in accordance. with generally accepted auditing standards and Government Auditing
Standards, we:

Exercise professional judgment and rmaintain professional skepticism throughout the audit.




Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures include examining, on a test
basis, evidence regarding the amounts and disclosures in the financial statements.

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but notfor the purpose of expressing an opinion on the effectiveness of Hospitality
House of Northwest North Carolina’s internal control. Accordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting policies used and the réasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

Conclude whether; in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Hospitality House of Northwest North Carolina’s ability to continue as a going concern for
a reasonable peried 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 Audifing Standards

In-accordance with Government Auditing Standards, we have also issued our report dated March 16, 2025, on our
consideration of Hospitality House of Northwest North Carolina’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
Hospitality House of Northwest North Carolina's internal contral over financial reporting or en compliance. That
report is an integral part of an audit performed in accordance with Government Auditing Standards in considering
Hospitality House of Northwest North Carolina’s internal control over financial reporting and compliance.

Misty D Watson, CPA, PA
Boone, NC
March 16, 2025




Hospitality House of Northwest North-Carolina
Statement of Financial Position
June 30, 2024

ASSETS

Current Assets:
Cash - unrestricted 3 239,693
Cash - restricted 75,373
Grants receivable 266,576
Accounts receivable 19,297
Prepaid expense 7,000
Investments 2,268,969
Beneficial interest in NC Community Foundation 131,644
Total current assets 3,008,552
Property and equipment, net: 3,680,430
TOTAL ASSETS 3 6,688,982

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable $ 32,643
Accrued liabilities 76,851
Accrued vacation 28,492
Prepaid grants and scholarships 1,684,008
Deferred liability - right of way 24,650
Notes payable, current portion 9,896

Total current liabilities 1,856,538

Long-term Liabilities:

Notes payablé, less current portion 1,189,610

Total long-term liabilities 1,189,610
TOTAL LIABILITIES 3,046,148

Net Assets:

Without donor restrictions 3,567,461
With donor restrictions 75,373

Total net assets 3,642,834
TOTAL LIABILITIES AND NET ASSETS 3 6,688,982

The accompanying notes are an integral part of the financial statements.
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Hospitality House of Noithwest North Carolina
Statement of Activities
For the Years Ended June 30, 2024

Without Donor  With Donor

Restrictions Restrictions Total
Support and Revenue:
Individual and erganization contributions $ 1,640,634 229,809 1,870,443
Governmental funds - local - 171,925 171,926
Governmental funds - Federal and State - 513,485 513,485
In-kind donations 348,511 - 348,511
Rental income - 144,656 144,656
Fundraising 394,159 - 394,159
Interest and dividends 82,637 - 82,637
Unrealized gain {loss) on.investments 30,447 - 30,447
Net assets released from restrictions:
Satisfaction of program restrictions 1,062,985 (1,062,985) -
Total Support and Revenue 3,659,373 (3,110) 3,556,263
Expenses:
Program services 2,806,583 - 2,806,583
Management and general expenses 641,254 - 641,254
Fundraising 266,501 - 266,501
Total Expenses 3,714,338 - 3,714,338
Change in Net Assets (154,965) (3,110} (158,075)
Net Assets, beginning of year 3,722,426 78,483 3,800,809
Net Assets, end of year $ 3,667,461 75,373 3,642,834

The accompanying notes are an integral part of the financial statements.
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Hospitality House of Northwest North Carolina
Statement of Functional Expenses
For the Year Ended June 30, 2024

Supporting Services

Management Total
Program & General Supporting Total
_ Expenses Expenses Fundraising_ Services Expenses
FUNCTIONAL EXPENSES
Auto 3 3,556 144 - 144 3,700
Bank service charges 14 828 12,930 13,758 13,772
Client services 994,636 258 - 258 994,894
Depreciation 156,264 - - - 156,264
Development and training 2,513 3,628 72 3,700 6,213
Dues and subscriptions - 9,261 - 9,251 9,251
Employee benefits 67,064 87,732 730 88,462 155,526
insurance - general 22,383 10,931 - 10,931 33,314
Investment expense - 9,909 - 9,909 9,909
Office expense 16,435 7,622 1476 9,098 25,5633
Payroll taxes 88,994 38,339 9,223 47,562 136,556
Persaonnel recruitment - 28,133 - 28,133 28,133
Professional fees - 16,590 - 16,590 16,580
Property expenses 127,366 10,703 6 10,709 138,075
Rent 14,799 - - - 14,799
Salaries and wages 1,165,333 363,051 105,659 468,710 1,634,043
Special events and fundraising developmi 438 40,863 131,586 172,449 172,887
Supplies 83 - - - 83
Technology 21,100 5,910 3,229 9,139 30,239
Travel 22,674 2,348 978 3,328 26,000
Utilities 102,931 5014 612 5,626 108,557
TOTAL FUNCTIONAL EXPENSES $ 2,806,583 641,254 266,501 807,755 3,714,338

The accompanying notes are an integral part of the financial statements.
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Hospitality House of Northwest North Carolina

Statement of Cash Flows

For the Year Ended June 30, 2024

CASH FLOWS FOR OPERATING ACTIVITIES:
Change in net assets

Adjustments to reconcile "change in net assets”
to net cash provided by (used for) operating activities:

Depreciation

Net realized and unrealized {gain) loss on investments
(Increase) decrease in accounts receivable

(increase) decrease in grants receivable

(Increase) decrease in prepaid expenses

Increase (decrease) in accounts payable

Increase (decrease} in accrued liabilities

Increase (decrease) in accrued vacation

Increase (decrease) in prepaid grants and scholarships

Net cash provided by (used for) operating activities
CASH FLOWS FOR INVESTING ACTIVITIES:

Contributions to beneficial interest trust

Purchase of investments

Sale of investments

Purchase of property and equipment
Net cash provided by (used for) investing activities

CASH FLOWS FOR FINANCING ACTIVITIES:
Principal payments

Net cash provided by (used for) financing activities
NET INCREASE (DECREASE) IN CASH
CASH, Beginning of year, restated

CASH, End of year

Supplemental disclosure of noncash investing and financing transactions:

Interest paid on notes payable

Cash - Unrestricted
Cash - Restricted
Total cash

{168,075)

156,264
(79,208)
(9,055)
(92,391)
(7,000)
15,957
27,554
11,927
1,587,530

1,453,503

(5,000)
(2,000,000)
200,000

(95,152)

(1,900,152)

(9,896)

(9,896)

(456,545)

771,611

315,066

239,693
75,373

315,068

The accompanying notes are an integral part of the financial statements.
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Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30,2024

NOTE 1 - Organization and Nature of Activities:

Hospitality House of Northwest North Carolina is located in Boone, North Carolina and organized and
operated exclusively for charitable purposes in accordance with Section 501 (c)(3) of the Internal Revenue
Code. More specifically, the Organization is a crisis intervention agency which pravides shelfer and
services to the homeless, operates the community soup kitchen, and administers local crisis assistance
programs. Funding for the Organization is derived primarily from donor contributions and grants.

NOTE 2 — Summary of Significant Accounting Policies:

Basis of Accounting and Presentation

The accompanying financial statements have been prepared on the acérual basis of accounting. The
accrual basis of accounting recognizes revenues in the accounting period in which they are gamed
regardless of when cash is received, and recognizes expenses in the accounting period in which they are
incurred regardless of when cash is disbursed.

Financial Statement Presentation

The financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America (U.S. GAAP).. Accordingly, the
Organization presents information regarding net assets and activities according to two classes of net
assets: net assets without restrictions and net assets with donor restrictions.

Net assets without donar restrictions - the portion of net assets not subject to time or dorior-imposed
restrictions that may be extended for any purpose in performing the primary objective of the
Organization.

Net assets with donor restrictions - Net assets subject to donor-imposed stipulations that will be
met by actions of the Organization and/or the passage of time. When a donor-stipulated time
restriction’ ends or a purpose restriction is accomplished, net assets with donor restrictions are
reciassified to net assets without donor restrictions and reported in the statement of activities as
net assets released from restrictions.

Revenue is reported as increases in net assets without donor resirictions unless use of the related assets
is limited by donor-imposed restrictions. Expenses are reported as decreases in net assets without donor
restrictions. Gains and losses on investments and other assets or liabilities are reported as increases or
decreases in net assets without donor restrictions unless their use is restricted by explicit donor stipulation
or by law. Expirations of denor restrictions on net assets {i.e., the donor stipulated purpose has been fulfilled

and/or the stipulated time period has elapsed) are reported as reclassifications between the classes of net
assets.

Contributions, including unconditional promises fo give, are recognized as revenue in the period received.
Conditional promises to give are not recognized until they become unconditional, that is, when the
conditions on which they depend are substantially met. Contributions to be received after one year are
discounted at an appropriate discount rate commensurate with the risks involved. Amortization of the
discount is recorded as additional contribution revenue in accordance with donor-imposed restrictions, if
any, on the contributions.

Cash and Cash Equivalents
Cash and cash equivalents consist of funds in checking accounts and money market demand accounts

with an original maturity of three months or less. These accounts are at financial institutions that are
Federal Deposit Insurance Cofporation insure up to $250,000. The balances in excess of insurance limits
at June 30, 2024 is $0. The Organization may draw on these deposits and funds at any time.




Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30, 2024

Restricted Cash

The Organization's cash is subject to restrictions by donors, granting agencies, and other external parties.
Restricted cash balances were $75,373 as June 30, 2024. The balance represents the Organization's
obligation under loan covenants between the Organization and the North Carofina Housing Finance Agency
(NCHFA). Those covenants require a minimum balance of cash reserves to be maintained by the
Organization to meet future capital and operating expenses. Reserves may only be utilized with the
permission of the NCHFA and are required to be replenished withing a timeframe. The Organization also
holds funds restricted for children's educations scholarships.

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt
securities are measured at fair value based on published or quoted market prices in the statement of
financial position with gains and losses included in the statement of activities.

Fair value of financial insfruments

The carrying amounts of cash and cash equivalents, contributions receivable, and accounts payable
approximate fair value because of the short-term maturity of these financial instruments. Contributions
receivable are recorded with payments due in excess. of one year discounted using risk-adjusted rates to
approximate fair value.

Deferred revenue
Deferred right of way are fees collected to be utilized in future repairs of the road.

Deferred scholarships and grants
Scholarship and grants that are for a future period.

Use of Estimates

The preparation of financial statements in.conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Functional Allocation of Expenses
The costs of providing the Organization's various programs and supporting services have been summarized

on a functional basis in the statement of activities. Accordingly, certain costs and expenses have been
aliocated among the programs and supporting services.

Income Tax Status

The Organization is a nonprofit organization that is exempt from income taxes under Section 501 (c) (3) of
the Internal Revenue Code. The Organization has also been classified as an entity that isnot a private
foundation within the meaning of Section 509 (a)(1). However, the -Organization is subject to tax on
unrelated business income, such as income generated by its investments. For the year ended June 30,
2024, the Organization had ne unrelated business income.

As of June 30, 2024, management evaluated the Organization's tax positions and concluded that the
Organization had maintained its tax-exempt status and had taken no material uncertain tax positions that
require adjustment to or disclosure in the financiat statements.

Granfs Receivable

Unconditional promises to give are recognized as revenues or gains in the period received, net of an
allowance for uncollectible promises and presented as grants receivable in the statement of Financial
Position. All are expected to be collected, thus, management has determined that no allowance for doubtful
accounts is necessary.




Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30, 2024

Accounts Receivable

Accounts receivable are stated at the amount management expects to coilect from outstanding balances.
Management provides for probable uncollectible amounts through a provision for bad debt expense and an
adjustment to a valuation allowance based on its assessment of the curreni status of individual receivables
from grants, contracts and others. Balances that are still outstanding after management has used
reasonable collection efforts are written off through a charge to valuation aflowance and a credit to the
applicable accounts receivable. An allowance for uncollectible accounts has been established based on
historical collection experience. As of June 30,.2024, the allowance is $0.

Property and Equipment
Furniture and equipment are recorded at cost. Depreciation is computed over the estimated useful lives of

the property using the straight-line method.

Subsequent Events

The Organization has evaluated subsequent events through March 18, 2025, which is the date the financial
statements were available to be issued, for events requiring recording or disclosure in the financial
statements for the year ended June 30, 2024.

Advertising Costs _
Advertising costs are expensed when incurred. Advertising expense for the year ended June 30, 2024 was

$0.

Accrued Compensated Absences _
Vacation is awarded annually and up to 5 days can be carried over to the next year. The-Organization’s

sick leave policy provides for an unlimited accumulation of earned sick leave. Sick leave does not vest and
therefore no obligation has been recorded. For the year ended June 30, 2024 accrual of paid time off in
the amount of $28,492 is included in the financial statements.

Donated services

Generally accepted accounting principles require that the value of donated services received be recorded
in the financial statements only if the services (a) create or enhance nonfinancial assets or (b) require
specialized skills that are provided by individuals possessing those skills and would typically need to be
purchased if not provided by donation. No amounts have been reflected in the financial statements for
certain donated volunteer services because they do not qualify for recording under the guidetines of
accounting standards; however, a-substantial number of volunteers have donated a significant amount of
time in the Organization's program services and fundraising campaigns.

DPonated assets
Donated marketable securities and othér non-cash donations are recorded as contributions at their
estimated fair values of the date of donation.

Donated property and equipment

Donations of property and equipment are recorded as support as their estimated fair value at the date of
donation. Such donations are réported as unrestricted support unless the donor has. restricted the donated
asset to a specific purpose. Assets donated with explicit restrictions regarding their use and contributions'
of cash that must be used to acquire property and equipment are reported as restricted support. Absent
donar stipulations, regarding how long these donated assets must be maintained, the Organization reports
expiration of donor restrictions when the donated or acquired assets are place in service as instructed by
the donor. The Organization reclassifies restricted net assets to unrestricted net assets at that time.




Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30, 2024

NOTE 3 — Property and equipment:
Property and equipment consist of:

Buildings $ 4,210,949
Improvements 259,332
Equipment 181,253
Furniture and fixtures 198,283
Construction in progress 1,697
Land 855,536

5,707,050
Less: Accumulated depreciation (2,026,620)
Property and equipment, net $ 3,680,430

Depreciation expense charged to operations was $156,264 as of June 30, 2024. The Organization's
capitalization policy is $2,500.

NOTE 4 - Liquidity and availability:
Financial assets available for general expenditure, that is, without donor or other restrictions limiting their
use, within one year of the statement of financial position date comprise the following:

Cash and cash equivalents $ 315,066
Accounts receivable 19,297
Grants receivable 266,576
Prepaid expenses 7,000
Investments 2,268,969

Less those unavailable for general expenditures
within one year due to:

Donor-restricted for NCHFA reserve requirement (66,127)
Donor-restricted for children's scholarship (9,2486)
$ 2,801,535

The Organization has additional funds available through its unused line of credit which has a borrowing
capacity of $50,000 with First National Bank and $25,000 with First Horizon Bank for the year ended June
30, 2024.

NOTE 5 - Investments:

Accounting Standards Codification Topic 820, Fair Value Measurement, establishes a fair value hierarchy
that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest
priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1
measurements) and the lowest priority to measurements involving significant unobservable inputs (Level 3
measurements). The three levels of the fair value hierarchy are as follows:

«Level 1 — Inputs are quoted prices in active markets for identical investments that the
Organization has the ability to access at the measurement date.
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Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30, 2024

NOTE 5 - Investments (continued):

sLevel 2 — Inputs are inputs other than quoted prices ‘within Level 1 that are observable for the
investment, either directly or indirectly. These inputs may include quoted prices for the. identical
instrument on an inactive market, prices for similar instruments, interest rates, prepayment speeds,
credit risk, yield curves, default rates, and similar data.

«Level 3 — Unobservable inputs for the investment, including estimates by partnership managers
based on the best information availabie. '

The level in the fair value hierarchy within which a fair measurement in its entirety falls is based on the
lowest-level input that is significant to the fair value measurement in its entirety.

For the valuation of mutual funds and domestic and international equity investments, the Organization used
quoted prices in principal active markets for identical assets as of the valuation date

Investment transactions are recorded on trade date, which may result in both investment receivables and
payables on unsettled investment trades; however, there were no such transactions as of June 30, 2024.
Gains and losses on investments resulting from market fluctuations are recorded in the statement of
activities in the period that such fluctuations occur. Realized and unrealized gains or losses on sales of
investments are calculated on an adjusted cost basis and included within net gains from investments on
the statement of activities.

The foliowing table present investments that are measured at fair value on a recurting basis;

Fair Value measurements at June 30, 2024

Total Level 1 Level 2 Level 3
Money markets $ 225183 225,183 - -
Bank deposits 313,558 313,656 - -
U.S. Treasuries 1,730,230 1,730,230 - -
Beneficial interest in endowment held by
the North Carolina Community Foundation 131,644 - 131,644 -
$ 2,400,613 2,268,969 131,644 -
Interest and dividends 3 60,783
Net Realized and unrealized gains (losses) 18,425

$ 79,208
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Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30, 2024

NOTE 6 — Endowment Assets:

The Organization's endowment consists of approximately two individual funds established for a variety of
purposes including both donor-restricted endowment funds and funds designated by the Board of Directors
to function as endowments. Net assets associated with endowment funds, including funds designated by
the Board of Directors to function as endowments, are classified and reported based on the existence or
absence of donor-imposed restrictions. Interpretation of Relevant Law — The Board of Directors of the
Organization has interpreted current law, Uniform Prudent Management of Institutional Funds Act of 2006
(“UPMIFA"), as requiring the preservation of the fair value of the original gift as of the gift date of the donor-
restricted endowment funds absent explicit donor stipulation to the contrary. As a result of this interpretation,
the Organization retains in perpetuity (a) the original value of gifts donated to the permanent endowment,
(b) the original value of subsequent gifts to the permanent endowment, and (c) accumulations to the
permanent endowment made in accordance with the direction of the applicable donor gift instrument at the
time the accumulation is added to the fund. Donor-restricted amounts not retained in perpetuity are subject
to appropriation for expenditure by the Organization in a manner consistent with the standard of prudence
prescribed by UPMIFA. The Organization considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds:

e The duration and preservation of the fund

« The purposes of the institution and the donor-restricted endowment fund
¢ General economic conditions

» The possible effect of inflation and deflation

« The expected total return from income and appreciation of investments
» Other resources of the institution

e The investment policies of the institution

Endowment net assets consist of the following:
Without Donor  With Donor

June 30, 2024 Restrictions Restrictions Total
Unrestricted endowment funds 131,644 - 131,644
$ 131644 § - $131,644

Change in endowment net assets are as follows:
Without Donor ~ With Donor

Year Ended June 30, 2024 Restrictions Restrictions Total
Beginning endowment net assets $ 113556 & - $113,556
Investment return, net 14,302 - 14,302
Contributions 5,000 - 5,000
Other changes:

Administrative fees and expenses (1,214) - (1,214)

Distributions - - -
Ending endowment net assets $ 131644 § - $131,644

NOTE 7 - Revolving Line of Credit:
The Organization has a revolving credit line totaling $50,000 with First National Bank and $25,000 with First
Horizon Bank. At June 30, 2024, the Organization had an outstanding balance of $0.
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Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30, 2024

NOTE 8 — Long-Term Debt:

The Organization entered into a loan agreement in 2003 to purchase-a building and land for $1 03,120. The
terms of the loan require monthly payments of $0 over thirty years at an interest rate of 0%. The lean shall
be reduced {forgiven) by 10% of the original amount each anniversary date of the note starting nine years
prior to maturity date and then each year thereafter until maturity. The balance as of June 30, 2024 was
$103,120.

The Organization entered into a loan agreement in 2003 to purchase a building for $296,880. The terms
of the loan require monthly payments of $825 over thirty years at an interest rate of 0%. The balance as of
June 30, 2024 was $96,386.

The Organization entered into a loan agreement in 2010 to construct a building in the amount $1,000,000.
The terms of the loan require monthly payments of $0 over thirty years at an interest rate of 0%. All principal
outstanding shall be paid on the maturity date of February 1, 2042. The balance as of June 30, 2024 was
1,000,000.

Future maturities are as follows:

2025 3 9,896
2026 9,806
2027 $,896
2028 9,896
2029 9,896
Thereafter 1,150,026
$ 1,199,506

NOTE 9 — Net Assets with Donor Restrictions:
Net assets with donaor restrictions are restricted for the following purposes as of June 30, 2024:

NCHFA reserve requirement 3 66,127
WFBR 9,246

NOTE 10 — Major Sources of Support:

For the year ended June 30, 2024 approximately 52% of federal ad state grants, came from four grants.
Approximately 29% of individual and organization contributions came from one donor. Approximately 95%
of grants receivable came from three grantors for the year ended June 30, 2024,

NOTE 11 — Non-cash Donations:
For the year ended June 30, 2024, donated nonfinancial assets recognized in the Statement of Activities
included:

Revenue Valuation techniques
recognized  Utilization in program/activities and inputs
Focd $ 348,511 program support for clients Average cost per pound
Total $ 348,511

There are no restrictions for contributed nonfinancial assets.
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Hospitality House of Northwest North Carolina
Notes to the Financial Statements
June 30, 2024

NOTE 12 — Employee Benefit Pian:

A Savings Incentive Match Plan for Employees (SIMPLE) was established in 2006 by the Organization for
the benefit of employees who have eamed at least $5,000. of compensation for the preceding year. A
SIMPLE plan consists of separate retirement accounts established by the employer for each eligible
employee. The Organization elected to match 3% of compensation for the year ended June 30, 2024,
which amounted to $30,805.

NOTE 13 — Summary of Disclosure: of Significant Contingencies:

Federal and State Assisted Programs — The. Organization has received proceeds from several State and
Federal agencies for grants. Periodic audit of these grants are required and certain costs may be
questioned as not being appropriate expenditures under the grant agreements. Such-audits could result in
the refund of grant monies to the grantor agencies. Management believes that any required refunds will be
immaterial. No provision has been made in the accompanying financial statements for the refund of grant
monies.
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Hospitality House of Northwest North Carolina
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2024

Financial Statement Findings

Finding 2024-1: Material Weakness — Accounting records not maintained on an accrual
basis

Criteria: The records of the Organization should be maintained on the same basis as the financial
statement reporting method of the Organization.

Condition and context: Management mdintained the records on a hybrid cash and accrual
method.

Effect: Material audit adjustments were required to issué the Organization's financial statements
in accordance with accounting principles. generally accepted in the United States of America.

Cause: Growth of services and number of transactions. Management and finance staff were
unable to reconcile and make necessary accrual adjustments in a timely manner for grants
receivables, payables, and payroll accruals.

Recommendation: We recommend the Board allocate additional resources to the finance
department to keep pace with the programs and adhere to GAAP for financial accounting records.

Management's response: The Organization agrees with this finding and has already taken action.
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Hospitality House of Northwest North Carolina
Corrective Action Plan
For the Year Ended June 30, 2024

Financial Statement Findings
2024-1: Significant deficiency — Accounting records not maintained on an accrual basis
Responsible Individuals: Executive Director and Board of Directors

Corrective Action: The Executive and Board will continue to hire additional staff to ensure the
accuracy of the accounting records on an accrual basis.

Expected date of completion: Immediately.
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Hospitality House of Northwest North Carolina
Schedule of Prior Year Audit Findings
For thé Year Ended June 30, 2023

Finding 2023-1:
Corrected.
Firiding 2023-2:

Not corrected.
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MISTY D WATSON, CPA, P.A,

CERTIFIED PUBLIC ACCOUNTANT
PO BOX 2122
BOONE, NORTH CAROLINA 28607
TELEPHONE (704) 907-5053

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANGCIAL REPORTING AND ON
COMPLIANGE AND OTHER MATTERS:BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Hospitality House of Northwest North Carolina
Boone, NC 28607

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, the financial statements of the: Hospitality House of Northwest North
Carolina, which comprise the statement of financial position as of June 30, 2024, and the related statements of
activities, functional expenses, and cash flows for the year ended June 30, 2024, and the related notes to the
financial statements, and have issued our report thereon dated March 16, 2025.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Hospitality House of Northwest
North Carolina’s internal control over financial reéporting {internal control). as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Hospitality House of Northwest North
Carolina’s internal control. Accordingly, we do not express an opinion on the effectiveness of the Hospitality House
of Northwest North Carolina'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 deficlency, or a combination of deficiencles, in internal
contral, 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. 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 riot designed to identify all deficiencies in internal control that might be material weaknesses or, significant
deficiencies. Given these limitations, during our audit we did identify certain deficiencies in internal control described
in Finding 2024-1 that we consider a material weakness.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Hospitality House of Northwest North Carolina’s
financial statements are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracis, and grant agreements, noncompliance with which could have a direct
and material effect on the 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 maiters 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 apinion on the effectiveness of the entity's internal control or on
campliance. 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.
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Boone, North Carolina
March 16, 2025
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