
 

 
 
 
 

REPORT 
 
 
DATE ISSUED: September 29, 2006        REPORT NO.:  HCR06-076 
 
ATTENTION: Chair and Members of the Housing Commission           ITEM: 101 
   For the Agenda of October 6, 2006 
 
SUBJECT: Sale of Habitat for Humanity Home at 3280 Island Avenue (Council District 8) 
 
 
REQUESTED ACTION: 
Rescind the affordable housing restrictions on the Habitat for Humanity-developed single family home 
at 3280 Island Avenue and approve its sale by Habitat at fair market price.  Proceeds from the sale 
would be held by the Housing Commission and available for future reinvestment by Habitat. 
 
STAFF RECOMMENDATION: 
That the Housing Commission rescind the recapture and affordability restrictions currently in place on 
3280 Island Avenue and allow Habitat to sell the property at market value.  Net proceeds of the sale 
will be placed into the HOME trust account for 24 months for future use by Habitat in acquiring land 
for developing affordable homes in San Diego, subject to applicable HOME program guidelines. 
 
DISCUSSION: 
San Diego Habitat for Humanity is a nonprofit 501(c)(3) corporation whose mission is to build decent, 
affordable homes in partnership with families in need.  The local Habitat chapter was formed in 1987 
and recently completed construction of its 67th home.  Forty-five more homes are in the planning 
stages. 
 
The land acquisition costs for the Habitat home at 3280 Island Avenue (and another lot at 3284 Island) 
were financed with $57,000 of HOME funds in 2002 (see Attachment – HCR02-058).  HOME 
program restrictions recorded on the properties at that time included a provision that the properties 
would be affordable to low-income households for 20 years, and it allowed the Housing Commission 
to recapture the net proceeds from the sale of the properties if the borrower (Habitat) did not re-sell 
them to other households meeting the affordability terms. 
 
In June 2006, Habitat notified the Housing Commission that the homeowner at 3280 Island Avenue 
sold the property back to Habitat for approximately $36,000, and it requested Housing Commission 
consideration of the action discussed above.  General Counsel believes the proposal is consistent with 
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HOME requirements as long as the future additional units will be restricted at the required income 
levels for 20 years and if bedroom counts and sizes match or exceed the unit being replaced. 
 
Habitat has not yet identified potential sites, though it suggested up to four additional lots could be 
purchased with the proceeds from the sale of the Island Avenue property.  Habitat would have 24 
months from the sale to purchase land on which to build homes.  If no sites are identified within that 
period, the funds would recycle back into the HOME program account for future use. 
 
AFFORDABLE HOUSING IMPACT: 
If this action is approved and the home is sold, the supply of units restricted to low income households 
will be reduced by one.  However, proceeds from the property’s market sale would be used to purchase 
unimproved lots that may yield up to four units affordable to low-income homebuyers. 
 
FISCAL CONSIDERATIONS: 
The market value of the property based on the most recent appraisal is $395,000.  Net proceeds on the 
sale could reach approximately $325,000 after closing costs, commissions, and payoff of the Housing 
Commission’s loan are considered. 
 
PREVIOUS ACTIONS: 
On June 28, 2002, the Housing Commission approved an unsecured zero percent interest loan of 
$57,000 to Habitat for acquisition costs related to two vacant lots located at 3280 and 3284 Island 
Avenue.  Loan documents containing occupancy and income restrictions were recorded in December 
2002.  Habitat pays $226 monthly to the Housing Commission on this loan, and the current balance is 
$46,821. 
 
ENVIRONMENTAL REVIEW: 
This action is categorically exempt from the provisions of CEQA pursuant to State CEQA Article 19 
Guidelines Section 15301 (existing facilities).  This action is determined to be an exempt activity for 
NEPA purposes under the provisions of 24 Code of Federal Regulations 58.34(a)(1). 
 
Respectfully submitted, Approved by, 
 
 
 
Cissy Fisher Elizabeth C. Morris 
Director of Housing Finance & Development President & Chief Executive Officer  
 
Attachment: HCR02-058 
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1625 Newton Avenue 
San Diego, California 92113-1038 
619/2319400 
FAX 619/544 9193 

DATE: For the Agenda of June 28,2002 

REPORT NO: HCR02-058 

Item 101 

SUBJECT: Loan to San Diego Habitat for Humanity for Property Acquisition 
(Council District 8) 

SUMMARY 

Issue: Should the San Diego Housing Commission approve a loan of $57,000 to assist San 
Diego Habitat for Humanity in developing two single family homes for families with very 
low incomes? 

Recommendation: That the Housing Commission approve an unsecured 2 1 -year 
amortizing recourse loan of $57,000 at zero percent interest to San Diego Habitat for 
Humanity for acquisition costs related to two vacant lots located at 3280 and 3284 Island 
Avenue. 

Fiscal Impact: 

Certificate No.: 02-160 
Amount: $57,000 
Revenue Source: HOME 
Division: Housing Finance & Development 
Line Item: Loans 

Affordable Housing Impact: New construction of two single family homes for sale to 
households with very low income (at or below 50 percent of median area income, presently 
$30,050 for a family of four). 

Environmental Review: The project has been approved as exempt from California 
Environmental Quality Act (CEQA) pursuant to State CEQA Guidelines Section 15060 
(c)(3) (the activity is not a project as defined in Section 15378). 

Previous Related Actions: Loan Committee approved this item on June 11,2002, with the 
proviso that the loan from Habitat for Humanity to the borrower contains owner-occupancy 
restrictions. 
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HOME Program Compliance: An acquisition-new construction loan for homeownership 0 
to a non-profit entity is an eligible activity under the HOME Program. The proposed 
homebuyers’ incomes are 80% or below MAI. 

I BACKGROUND 

This request for fbnding was received under the Housing Trust Fund Targets of Opportunity 
Program that provides consideration of proposals for which the Request for Proposals (WP)  
process is not suitable. Typically, these proposals involve opportunities that have severe time 
constraiiits precluding RFP schedules or they are for innovative projects not anticipated by the 
RFP process. Currently, the Housing Commission does not plan to issue an RFP for acquisition 
of property for construction of single-family homes. 

DISCUSSION 

Habitat for Humanity 

San Diego Habitat for Humanity (Habitat) is a local nonprofit 501(c) (3) corporation affiliated 
with a major international organization. The local Habitat chapter was formed in 1987. -To date, 
in the San Diego region, Habitat has completed construction of 48 houses and will complete 
construction of an additional 8 homes by the end of 2002. Habitat has a paid staff of eleven, an 
18-member board of directors, and an active volunteer base. 

Habitat has three loans with the Housing Commission and all are current: 

1. 3933 Gamma Street 
San Diego, CA 921 13 
Loan of $25,000 funded 7/00 maturing 7/21 
$22,817.38 remaining balance as of 5/10/02 
.l single family house 

2. 875, 885, 895 Iona Street 
880, 890, 920, 930 60th Street 
San Diego, CA 92 1 15 
Loan of $70,303.85 funded 5/90 maturing 10/11 
$33,099.20 remaining balance as of 5/10/02 
7 single family houses 

0 

3. 4025 Broadway 
1005 40t” Street 
San Diego, CA 93105 
Loan of $37,500 funded 5/93 maturing 4/21 
$33,779.75 remaining balance as of 5/10/02 
2 single family houses 
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The development team for this project consists of Joe Carton (Construction Superintendent), Bill 
Kurimay (Construction Coordinator), Steve Kiss (Architect), AMEC Earth and Environments, 
Inc. and Jim Rowan (Architect). 

Habitat has submitted an audited financial statement for the period ending June 30, 2001. 
According to that statement, Habitat had net assets of $2.6 million, consisting primarily of 
mortgages and contracts receivable related to homes Habitat has built and sold. Habitat does not 
maintain a reserve account to cover defaults on these loans because management believes the 
value of the collateral will prevent any losses. 

The Properties 

The two properties are located at 3280 and 3284 Island Avenue in the Grant HiWStockton 
neighborhood. The lots are adjacent and will be used to build two three-bedroomy one and a half 
bathrooms homes. The development plan complies with the current zoning. 

Habitat purchased the lots from Mr. Barry Collins (a private party) for $57,000, which is well 
below the market value of $44,000 per lot indicated in appraisals dated October 2001. 

The Habitat Pro,qam 

In place of a cash downpayment, each homebuyer household is required to work 500 hours of 
“sweat equity” during construction and the first year of occupancy. 

Habitat will make each home available to a household with an income not exceeding fifty 
percent of median area income (currently $30,050 for a family of four) with Habitat carrying the 
mortgage. The total monthly housing payment for mortgage, taxes and insurance would be 
approximately $800 per month. Habitat will not charge interest on this loan. 

Should the homebuyer household decide to sell the home, Habitat will retain the right of first 
refusal to purchase during the life of the mortgage. The purchase price is determined by a 
formula that establishes the difference between fair market value and the original sales price of 
the property (the “appreciated value” of the property), then allows the household a percentage of 
any appreciation (increasing from 1% in year one to 100% in year 20) plus the original sales 
price. Habitat maintains a waiting list of Habitat-qualified families to whom the seller agrees to 
give preference for 120 days at the formula-derived “affordable” price. At the end of 120 days, 
an owner may sell the home on the private market but must share the appreciation with Habitat 
according to the same percentagehime formula. 

Habitat estimates that its total development cost for these two homes is approximately $210,000. 
An estimated 73% of the total cost is offset by the use of volunteer workers and donated 
supplies. 
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The Funding Request 0 
Habitat purchased the lots in advance of a commitment from the Housing Commission and is 
fully aware that the Housing Commission is in no way obligated to reimburse Habitat for the 
acquisition costs. 

Habitat is requesting $57,000 to pay for the purchase of the lots. Closing costs were paid with 
other Habitat funds. This structure is similar to the other single-family developments that 
Habitat has completed utilizing Housing Commission funds. 

The Financial Plan 

Total Loan: San Diego Habitat for Humanity, will receive an unsecured loan 
of $57,000. 

I 

I Recourse: The loan will be a recourse loan. . 

I Payments and Term: The loan will amortize over 21 years with monthly payments. 
I 

Interest: Zero interest will be charged for this loan. 

Affordability Restrictions: The home will be sold to a household earning 50 percent or 
below median area income. Habitat will retain a right of first 
refusal upon sale so that the home may be resold to another 
qualifying household because the HOME restrictions are for 20 

, .  
0 

’ years of affordability. 

Risks and Mitigations 

The loan would be unsecured. However, because the loan represents only a small portion 
(approximately 28 percent) of the- sales price that Habitat will be collecting in monthly payments 
from homeowners, Habitat would have adequate income to make monthly payments to repay the 
loan. In addition, Habitat has made timely payments on the amortizing loans currently 
outstanding with the Housing Commission. The amortization of this loan will reduce the risk 
over time. 

Habitat has a successful record of securing funds, labor and materials to complete its 
homebuilding projects. 

Sunmary 

This loan would provide homeownership opportunities for two households at 50 percent of 
median area income. This affordability compares favorably with the Housing Commission’s 
homebuyer programs, for which the average income is 65% of median area income. The 
Housing Commission’s cost of these units ($28,500 per unit) is less than the average cost of a 
shared equity second position loan plus a downpayment assistance grant (approximately 
$38,950). Given thesc positive factors, and Habitat’s track record of success in making 0 



For the Agenda of June 28,2002 
San Diego Habitat for Humanity Loan 
Page 5 

homeownership possible for families at 50 percent of median area income, staff recommends 
funding the unsecured loan to encourage and facilitate Habitat’s homeownership endeavors. 

0 
ALTERNATIVE 

Secure the loans with the two properties. This alternative is not recommended because the 
homebuyers would then be making their payments directly to the Housing Commission, and staff 
would be servicing two loans instead of one. The homebuyers would not be able to take 
advantage of the type of financial assistance offered by Habitat, such as extended loan terms or 
accommodation should the homebuyer experience financial hardship. 

Respectfully submitted, Approved by, 
7 

Elizabeth C. M o s s  
Chief Executive Officer 

Jack D. Farris 
Manager, Housing Finance & Development 

meredith\G:VIFSHARE\REPORTSVIabitat for Humanity\6-28HCrpt.doc 
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Attachments: 1. Location Map 
2. Project Development Summary 
3. Project Tiineline 
4. SDHC General Application 
5. Appraisals 
6. Audited Financial Statements of June 30,2001 * 

‘kDDistribution of this attachment is limited. A copy is available for review at the Housing 
Commission’s 1625 Newton Avenue office and the office of the City Clerk, 2nd floor, 202 “C” 
Street. 
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Attachment 2 

PROJECT DEVELOPMENT SUMMARY 

Habitat Project: Island Avenue 

Project Name: 
Location: 
Description: 

San Diego Habitat for Humanity, Inc. 
3280 and 3284 Island Avenue 
Construction of two new single family homes 

Affordability 

Total Homes: Two 
Sale Price Restrictions: Affordable to a household earning not more than 50 percent 

of median area income 

Use of Funds (estimated Development Cost) 

Acquisition (does not include closing costs): $ 57,000 
Construction and Materials: 0 Total 

Sources of Funds 

$153,000 
$2 10,000 

Donations of labor and material (estimate): $ 55,000 
Housing Commission loans: $57,000 
Total Sponsors: $ 98,000 

Total $21 0,000 

2- 1 



ATTACHMENT 3 

CONSTRUCTION ACTIVITY 

i 

I 3562 Grove Street, Lemon Grove, CA 91945-1814 , 
I 

Habitat for Humanit% Inc. . 

CONTRU CTION 
SCHEDULE 

I~ 

.... _ .- .. ............. ..... 

Flooring 
Complete Home-Dedication 

BUILD SCHEDULE 

May 1,2002 
June 1,2002 

~~~~~ 

[Purchase and Secure Land I December 22.20001 

Rouah-In lnsoections (Mech/Elec) 

**Proposed build dates: November, 2001 thru June 2002 

Construction Schedule completed by Joe Carton, Construction Supervisor 

3- 1 
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GENERAL APPLICATION FORM - Project Overview 
Last rensed March 22,2002 DATE: ~ I / ~ I c L  . PLEASE PROVIDE ALL KNOWN INFORMATION AS REQUESTED IN SHADED CELLS (Check all boxes that apply) 

@ Q U E S T  FOR 0 EARLY ASSISTANCE 0 PROJECT FUNDING $ 

0 TECHNICAL ASSISTANCE PREDEVELOPMENT LOAN S 

PROJECT TYPE: ACQUISITION [7ACQUISITION & REHABILITATION U R E N T A L  
~~ 

 NEW CONSTRUCTION CI]REHABILITATION  OWNERSHIP 
PROJECT CONDITION UUNIMPROVED SITE ORESIDENTIAL OCOMMERCIAL 
YEAR BUILT: ,20& U E X I S T I N G  STRUCTURE OOTHER (DESCRIBE) 

, SmDiegir CA ADDRESS: 3 8 ~  AN> 3284 T~LA-CD AP 
LEGAL DESCRIPTION: -3 4 *35 02 t/)cfmEhjs " ' ' q . h d  5-45 / 3 1 - h / 7  

PROJECT NAME: 

CITY 3-45.13 ob ZIP STREET 

LOT NO BLOCK NO SUBDIVISION NAME ASSESSORS PARCEL NO CENSUS TRACT 

SITE CONTROL  DEED  OPTION OOTHER (DESCRIBE) 

DWELLING UNITS: 
0-BEDROOM I-BEDROOM 2-BEDROOM 3-BEDROOM 4-BEDROOM 5-BEDROOM TOTAL UNITS # STORIES 

HC Assisted Units: 
ROOM -ROOM 5-BEDROOM -imnm?m 

EXISTING USES OF PROPERTY: 5 NO. OF BUILDINGS: 

I 

ADDRESS: LE& L'k b'G CA 9/ 945lfip 

APPLICANTIBORROWER: 

NAME: , CONTACT PERSON: 'T&j Ldd 
STREET STATE ZIP 

TELEPHONE: ( b / 9  &j- - 754% FAXNO. (iyq &/-h//b, 
LEGAL DESCRIPTION OF APPLICANT: 

O F O R  PROFIT CORPORATION B N O N P R O F I T  CORPORATION UPARTNERSHIP OINDIVIDUAL OWNER 
. - 
~ C H D O   OTHER 

DESCRIBE 

TAXPAYER IDENTIFICATION NUMBER: .L 43- @/$.5q I90 

COMMUNITY PLAN AREA: 

OUNCIL DISTRICT: SCHOOL DISTRICT: 



Last revised: March 22, 2002 Page2 . 
SAN DIEGO HOUSING COMMISSION 
APPLICANT INTEREST FORM - AI 
PLEASE PROWDE ALL KNOWN INFORMATION AS REQUESTED 

NAME, ADDRESS, TITLEPOSITION. TELEPHONE, NATURE OF INTEREST AND PERCENT OF INTEREST 
FOR PROPOSED OWNERS, OFFICERS AND GENERAL PARTNERS - LIST ALL 
FOR SHAREHOLDERS, INVESTORS, LIMITED PARTNERS AND OTHERS - LIST ALL WITH A 10% OR HIGHER INTEREST 

CA %77/0& 
PRoJEcr N m E : ' - E ,  A km A f ~ h  ' U E ' * r n  

STA:TE: ;?,?ha 
ADDRESS: 

- 
1. 

NAME TITLEPOSITION NATURE OF INTEREST 

STREETIPO BUSINESS TELEPHONE NO. PERCENT INTEEREST 

CITY STATE ZIP 
i 

2 /A 
/ NAME TITLEPOSITION NATURE OF INTEREST 

STREETIPO BUSINESS TELEPHONE NO. PERCENT INTEREST 

CITY STATE ZIP 

TITLEPOSITION NATURE OF [NTEREST 
3. 

NAME 

BUSINESS TELEPHONE NO. PERCENT INTEREST STREETPO 

CITY STATE ZIP 

4 
NAME TITLEPOSITION NATURE OF WEREST 

STREETIPO BUSINESS TELEPHONE NO. PERCENT INTEREST 

CITY STATE ZIP 

TITLE/POSITION NATURE OF INTEREST 
5. hh 

NAME 

BUSINESS TELEPHONE NO PERCENT INTEREST STREETIPO 

CITY STATE ZIP 

TITLEPOSITION NATURE OF INTEREST 
6. IJA 

NAME 

BUSINESS TELEPHONE NO. PERCENT INTEREST STREETIPO 

~ CITY STATE ZIP 
c 

7. ) / A  J 

/ TITLEPOSITION NATURE OF INTEREST NAME 

STEETIPO BUSINESS TELEPHONE NO. PERCWT INTEREST 
\ '  

CITY STATE ZIP 

TITLEPOSITION NATURE OF INTEREST 
8. 

N.hVE 

BUSINESS TELEPHONE NO PERCENT INTEREST STREETPO 

STATE ZIP I USE ADDlTIONAL SHEETS AS CITY 

'0 

4-2 



3562 Grove Street, Lemon Grove CA 91945-1814 (619) 465-7576 Fax (619) 461-6116 
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CONSENT TO PUBLIC DISCLOSURE BY CONTRACTOR 0 
By providing the "Personal +-tformation", (if any) as defined in Section 1798.3(a) of the 
Civil Code of the State of California (to the extent that it is applicable, if at all), 
requested herein and by seeking a loan from, a grant from, a contract with, the sale of 
real estate to, the right to develop from, and/or any and all other entitlements from the 
SAN DIEGO HOUSING COMMISSION ("COMMISSION"), the HOUSING AUTHORITY 
OF THE CITY OF SAN DIEGO ("AUTHORITY") and/or the CITY OF SAN DIEGO 
(IICITYI'), the CONTRACTOR consents to the disclosure of any and all "Personal 
Information" and of any and all other information contained in this Public Disclosure 
Statement. CONTRACTOR specifically, knowingly and intentionally waives any and all 
privileges and rights that may exist under State and/or Federal Law relating to the 
public disclosure of the information contained herein. With respect to "Personal 
Information", if any, contained herein, the CONTRACTOR, by executing this disclosure 
statement and providing the information requested, consents to its disclosure pursuant 
to the provisions of the Information Practices Act of 1977, Civil Code Section 
1798.24(b). CONTRACTOR is aware that a disclosure of information contained herein 
will be made at a public meeting or meetings of the COMMISSION, the AUTHORITY, 
and/or:the CITY at such times as the meetings may be scheduled. CONTRACTOR 
hereby consents to the disclosure of said "Personal Information", if any, more than thirty 
(30) days from the date of this statement at the duly scheduled meeting(s) of the 
COMMISSION, the AUTHORITY and/or the CITY. CONTRACTOR acknowledges that 
public disclosure of the information contained herein may be made pursuant to the 
provisions of Civil Code Section 1798.24(d). n 
CONTRACTOR represents and warrants to the COMMISSION, the AUTHORITY and LJ 
the CITY that by providing the information requested herein and waiving any and all 
privileges available under the Evidence Code of the State of California, State and 
Federal Law, (to the extent of this disclosure that the information being submitted 
herein), the information constitutes a "Public Record" subject to disclosure to members 
of the public in accordance with the provisions of California Government Section 6250 
et seq. 

CONTRACTOR specifically waives, by the production of the information disclosed 
herein, any and all rights that CONTRACTOR may have with respect to the information 
under the provisions of Government Code Section 6254 including its applicable 
subparagraphs, to the extent of the disclosure herein, as well as all rights of privacy, if 
any, under the State and Federal Law. 

Executed this d/ day of !d,4 I! , ,, at San Diego, California. 

4-6 



APPRAISAL OF REAL PROPERTY 

LOCATED AT: 
APN 545 130 67 

LOT 35 BLK 2 TR 291 

FOR: 
San Diego Habitat For Hurnanw, Inc. 

3562 Grove Street 
Lemon Grove, CA 91945-1814 

AS OF: 
October 9, 

BY: 
Neal R .  Jacobs CREA CRA 

N. R. Jeobs and Associaies . 
Form 6A2 - 'TOTAL fw Windows' appraisal wftware by a la mode, inc. - 1-800ALAMODE 
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0 Did 0 Did Not PlrfsbjaP, Inspect hope 

Form IN0 - 'TOTAL for Windows' appraisal &are by a la mode. inc. - 1-LKM-AIAMDDE 
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U N l I  APPRAISAL R E Y U I l  .' -. 

ActuaDRealEstateT~S 108.50 (vr) L o a n ~ b b e p a M b y s e l k $  MA othersalesconamions N/A 
LmdWCM San Dieno HabW For Humaniiy. Im. Address 3562 Grove Street Lemon Grove, CA 91945-1814 

Appralwr . Neal R. Jacobs CREA CRA lmbvelftfii tu Appralna Estlmate Market Value 
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INDEPENDENT AUDITOR'S REPORT 

The Board of Directors 
San Diego Habitat for Humanity, Inc. 
San Diego, California 

We have audited the accompanying statement of financial position of San Diego Habitat for Humanity, Inc. (a 
nonprofit organization) as of June 30, 2001, and the related statements of activities, net assets, hnctional 
expenses and cash flows for the year then ended. These financial statements are the responsibility of the 
Company's management. 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. 
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion. 

As explained in Note 2 to the financial statements, inventory that San Diego Habitat for Humanity, Inc. acquired 
by donation is not recorded in the financial statements. In our opinion, accounting principles generally accepted 
in the United States of America require that such donated property be recorded at its fair value at the date of 
receipt. It was not practicable to determine the effects of the unrecorded inventory on the financial statements. 

In our opinion, except for the effects of not recording inventory of used materials for resale received as a 
donation, as discussed in the preceding paragraph, the financial statements referred to above present fairly, in all 
material respects, the financial position of San Diego Habitat for Humanity, Inc. as of June 30, 2001, and the 
changes in its net assets and its cash flows for the year then ended in conformity with accounting principles 
generally accepted in the United States of America. 

January 23,2002 
San Diego, California 
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San Diego Habitat for Humanity, Inc. 
STATEMENT OF FINANCIAL POSITION 

June 30,2001 

ASSETS 

CURRENT ASSETS 

Cash 
Amounts held in trust for impounds 
Current portion of mortgage receivables 
Inventories - land & lot 
Construction in progress 
Prepaid expenses and other assets 

Total current assets 

PROPERTY, PLANT & EQUIPMENT 

Land 
Building 
Vehicles 
Equipment 

Accumulated depreciation 

Net property, plant and equipment 
I 

OTHER ASSETS I 

Mortgage receivables, less current portion 
Less financing discount 
Deposits 

Total other assets 

Total assets 

$ 526,620 
11,812 

163,119 
107,376 
196,446 

5,860 

1,011,233 

102,133 
153,95 1 
42,378 
47,749 

346,2 1 1 
(72,024) 

274.1 87 

2,455,03 5 
(1,048,723) 

6,000 

1,412,3 12 

0 

$ 2,697,732 

The accompanying notes are an integral part of these financial statement! 
Page 2 6-4 



CURRENT LIABILITIES 

Accounts payable 
Accrued expenses 
Current portion of notes payable 
Customer deposits 
Impounds held in trust 

JJABILlnE T ASSETS . .  .,... . 
S AND NE 

Total current liabilities 

NOTES PAYABLE, LESS CURRENT PORTION 

Total liabilities 

NET ASSETS 0 
Unrestricted net assets 
Temporarily restricted net assets 
Permanently restricted net assets 

Total net assets 

$ 14,779 
13,887 
66,000 
8,677 
8,468 

1 1  1,811 

728,705 

8403 16 

1,442,947 
3 14,269 
100,000 

1.857.216 

Total liabilities and net assets $ 2,697,732 

The accompanying notes are an integral part of these financial statements. 
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San Diego Habitat for Humanity, Inc. 
STATEMENT OF ACTIVITIES 

Year ended June 30,2001 

Temporarily Permanently 
Unrestricted Restricted Restricted Total 

REVENUES 

Cash contributions 
In-kind contributions 
Other contributions 
Volunteer hours 
Special events and other 
Restore net income (Note 2) 
Interest and investment income 
Sales of homes 
Discount to present value of note 
Mortgage discount expense 
Net assets released from restrictions 

$ 145,013 $ 289,366 $ 0 $ 434,379 
0 14,204 14,204 

67,630 67,630 
57,017 57,017 
4,403 4,403 

110,624 1 10,624 
34,299 34,299 

255,000 255,000 
124,506 124,506 

(128,807) (128,807) 
74,30 1 (74,30 1 ) 0 

~ 

Total revenues 

EXPENSES 

743,986 229,269 0 973,255 

0 
Fundraising expenses 26,329 26,329 
Program expenses - cost of homes sold 492,546 492,546 

83,590 83,590 Management and general expenses 

Total expenses 602,465 0 0 602,465 

$ 141,521 $ 229,269 $ 0 $ 370,790 - INCREASE IN NET ASSETS 

I 

The accompanying notes are an integral part of these financial statements. 
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NET ASSETS - JUNE 30,2000 - as 
previously reported 

San Diego Habitat for Humanity, Inc. 
STATEMENT OF NET ASSETS 

Year ended June 30,2001 

Temporarily Permanently. 
Total -- Unrestricted Restricted Restricted 

$ 1,413,270 $ 85,000 $ 100,000 $ 1,598,270 

PRIOR PERIOD ADJUSTMENT - NOTE 1 1  

NET ASSETS - JUNE 30,2000 - restated 1,30 1,426 85,000 100,000 1,486,426 

(1 11,844) (1 1 1,844) 

NET INCREASE 

NET ASSETS - JUNE 30,2001 

141,521 229,269 0 370,790 

$ 1,442,947 $ 314,269 $ 100,000 $ 1,857,216 , 

The accompanying notes are an integral part of these financial statements. 
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San Diego Habitat for Humanity, Inc. 
STATEMENT OF FUNCTIONAL EXPENSES 

Year ended June 30,2001 

Program Management Fund- 
Services and General raising Total 

Salaries $ 
Employee taxes and benefits 
Accounting and legal 
Auto expense 
Conferences and training 
Construction 1 

Depreciation 
Dues gC subscriptions 
Equipment rental/lease 
Insurance 
Interest and investment expenses 
Maintenance 
Postage 
Program expense 
Sales expenses 
Supplies 
Taxes & licenses 
Telephone 
Tithing to HFH International @ote 9) 
Utilities 

128,710 $ 
1 1,200 
2,026 
5,668 

156,329 
16,104 

29,197 
39,509 

16,772 
' 2,428 
21,001 
3,060 

' 1,855 
16,800 

20,289 
1,782 

247 

8,861 

10,424 
3,784 
3 , 964 

19,328 
(1,628) 
3,285 

3,491 

$ 8,414 $ 157,413 
73 6 13,718 

2,026 
5,668 

247 
156,329 
16,104 

8,861 
29,197 
49,933 
3,784 

11,813 15,777 
16,772 
2,428 

1,707 42,036 
1,432 
5,140 

16,800 
3,491 

1,288 1,288 

Other 

Total 

41,887 9,763 2,371 54,021 -- 

$ 492,546 $ 83,590 $ 26,329 $ 602,465 

The accompanyingmotes are an integral part of these financial statements. 
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San Diego Habitat for Humanity, Inc. 
STATEMENT OF CASH FLOWS 

Year ended June 30,2001 

CASH FLOWS FROM OPERATING ACTIVITIES 

CHANGE IN NET ASSETS 

ADJUSTMENTS TO RECONCILE CHANGE M NET ASSETS TO 
NET CASH PROVIDED BY OPERATING ACTIVITIES 

Depreciation 
Net value of homes sold 

(Increase) decrease in assets: 
Accounts receivable - other 
Amounts held in trust for impounds 

Increase (decrease) in liabilities: 
Accounts payable and accrued liabilities 
Deposits and impounds held in trust 

Total adjustments 

Net cash provided by operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Proceeds from sales of investments 
Purchase of land, lots and construction in progress 
Purchase of property, equipment and improvements 

Net cash used in investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Principal payments on long-term debt 

Net cash used by financing activities 

NET INCREASE IN CASH 

CASH - JUNE 30,2000 

!§ 370,790 

27,083 
80,136 

(1,745) 

(3,l SO) 
1,321 

100,413 

47 I ,203 

10,000 
(33 5,474) 

(3,661) 

(329,135) 

133,972 

392,648 

CASH - JUNE 30,2001 !§ 526,620 

The accompanying notes are an integral part of these financial statements. 
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San Diego Habitat for Humanity, Inc. 
NOTES TO THE FINANCIAL STAI’EMENlS 

June 30,2001 

0 
NOTE --SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Statement presentation : San Diego Habitat for Humanity, Inc. (“the Organization”) was founded in 
1987 as a nonprofit, ecumenical Christian housing ministry affiliated with 
Habitat for Humanity International, Inc., an organization with affiliates 
worldwide that seeks to eliminate poverty housing and homelessness from 
the world, and to make decent shelter a matter of conscience and action. 
Through volunteer labor and donations of money and materials, the 
Organization builds simple, decent houses with the help of low-income 
homeowner families. The Organization focuses its efforts in San Diego, 
California. 

The houses built by the Organization and its volunteers are sold to partner 
families at no profit, financed with affordable, no-interest loans. The 
homeowner’s monthly mortgage payments go into a revolving fund that is 
used to build more houses. In addition to monthly mortgage payments, 
each homeowner family invests hundreds of hours of their own labor into 
the building of their house as well as the houses of others. 

Accounting method 

Basis of presentation 

: The financial statements of the Organization are prepared on the accrual 
basis of accounting. Under this basis, revenues are recognized when 
earned and expenses are recognized when the obligation is incurred. 
Revenues from the sale of houses are recognized at the transfer to the 
homeowner. Construction costs are capitalized and carried as an asset 
(“Construction in Progress”) until the property is completed and sold. 

0 
: The Organization has adopted the provisions of Financial Accounting 

Standards Board (FASB), Statement of Financial Accounting Standards 
No. 1 17 pertaining to Financial Statements of Not-for-Profit Organizations 
and the Statement of Financial Accounting Standards No. 116 pertaining 
to Accounting for Contributions Received and Contributions Made. 

Under these provisions, ‘net assets and all balances and transactions are 
presented based on the existence or absence of donor-imposed restrictions. 
Accordingly, the net assets of the Organization and changes therein are 
classified and reported as follows: 

Unrestricted net assets - Net assets not subject to donor - imposed 
stipulations. 

Temporarily restricted net assets - Net assets subject to donor-imposed 
stipulations that will be met either by actions of the Organization and/or 
the passage of time. 
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NOTE --SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued) 

Basis of presentation (continued) : Permanently restricted net assets - Net assets subject to donor-imposed 
stipulations that will be permanently restricted. The Organization has 
$100,000 of permanently restricted net assets at June 30,200 1. 

Use of estimates 

Contributions 

, Expenses are reported as decreases in unrestricted net assets. Gains and 
losses on investments and other assets or liabilities are reported as 
increases or decreases in unrestricted net assets, unless their use is 
restricted by explicit donor stipulations or by law. Expirations of 
temporary restrictions on net assets &e., the donor-stipulated purpose has 
been fulfilled andor the stipulated time period has elapsed) are reported as 
net assets released from restrictions. 

: The preparation of financial statements in conformity with generally 
accepted accounting principles requires that management make estimates 
and assumptions that affect the reported amounts of assets and liabilities, 
the 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. 

: Contributions are recognized as revenues in the period the commitment is 
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 of assets other than cash are recorded 
at their estimated fair value except for used building materials for resale 
(See Note 2). 

Contributions of long-lived assets : Contributions of land, building and equipment without donor stipulations 
concerning the use of such long-lived assets are reported as revenues of the 
unrestricted net asset class. Contributions of cash or other assets to be 
used to acquire equipment with such donor stipulations are reported as 
revenues of the temporarily restricted net asset class; the restrictions are 
considered to be released at the time of acquisition of such long-lived 
assets. 

Cash equivalents : For purposes of the financial statements, the Organization considers all 
liquid investments having initial maturities of three months or less to be 
cash equivalents. At June 30,2001, there were no cash equivalents. 

Land, finished homes, construction 
in progress and depreciation : Land for construction, finished homes and construction in progress are 

carried at cost or at market value when acquired by donation. No 
depreciation is charged against these assets if they are being held for 
resale. 
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NOTE 1 --SUMMARY OF SJGNIFICANT ACCOUNTING POLICIES (continued) 

Land, finished homes, construction 
in progress and depreciation 
(continued) 

. . 
0 : Construction equipment is carried at cost or at market value when acqbired 

by donation. Depreciation is provided on a straight-line basis over the 
estimated useful lives of the respective assets, which are generally 3 to 5 
years. 

Investrne1:ts : Investments are carried at market value. Net appreciation in the fair value 
of investments, which consists of the realized gains or losses and the 
unrealized appreciation (depreciation) of those investments, is reported in 
the statement of activities. Interest income is accrued as earned. 

Revenue recognition ~ : All contributions and grants are considered available for unrestricted use 
unless spcifically 'restricted by the donor. Service revenues are 
recognized at the time services are provided and the revenues are earned. 

Operations : Results from operations in the statement of activities reflects all 
transactions increasing or decreasing unrestricted net asse?s except those 
items of a capital nature associated with long-term investment or physical 
facilities. 

lncome taxes : The Organization is exempt from federal tax under Section 501(c)(3) of 
the Internal Revenue Code and comparable state law. 

Advertising : The Organization expenses advertising costs as they are incurred. 

I 0 Advertising expense for the year ended June 30,2001 is $1,969. 

NOTE 2--HABITAT RESTORE BUILDING MATERIALS RETAIL OPERATION 

The Organization includes a used building material retail operation in its activities. This function: the Habitat 
Restore, has a three-part mission: 

I .  
2. 
3. 

to recycle used building materials reducing waste and pollution, 
to make available low cost materials for homeowners to use in improving their homes, and 
to generate hnds for the home building program that is the heart of Habitat for Humanity. 

The KeStore nonnally receives donations of building materials as builders or bidding material suppliers 
complete a project and have miscellaneous material left over, or when individuals complete a remodeling project 
and are disposing of the replaced items. Many of the items are one of a kind or of limited general use. It is 
difficult to place a value on the items until they are sold. The cost to maintain an inventory system of such a 
mixed set of items would be a material cost to the Restore program. The Organization's practice is not to value 
the items until they are sold and then to recognize the income as Restore revenue. 

This practice is recommended by Habitat for Humanity International in their Affiliate Operations Manual, The 
organization adopted this policy as of June 30, 2000 as the best approach considering efficient use of resources 
within the San Diego affiliate. This policy is not in accordance with accounting principles generally accepted in 
the United States of America. 
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NOTE 2--HABITAT RESTORE BUILDING MATERIALS RETAIL OPERATION (continued) 

Adopting this policy caused a change in accounting method which resulted in a prior period adjustment (See Note 
11). 

The results of the Restore program for the year ended June 30,2001 are summarized as follows: 

Revenue 
Payroll expense 
Rent expense . 
Other costs of sales 

Restore net income 

$ 389,606 
(44,S28) 
(92,800) 

( 144,5 86) 

$ . 107,392 - ___. 

NOTE 3--MORTGAGE RECEIVABLES 

When the Organization sells a home, it accepts an interest-free installment note generally issued for a tenn of 20 
years. There are no allowances for bad debts. Mortgages receivable as of June 30, 2001 are at face value of 
$2,618,154 of which $163,119 was current and $2,455,035 was long-term. ?'he Organization records an 
unamoitized discount based on imputed interest rates ranging from 6% to 9%. As of June 30,2001 the balance of 
the unamortized discount was $1,048,723, for a net amount due froin mortgages of $i ,569,43 1. 

NOTE 4--BUILDING PROJECTS AND M-IUND CONTRTBUTIONS 

Construction in progress represents costs incurred to build single family homes. Upon completion of 
construction, these houses will be sold. At that time the construction in progress related to the completed homes 0 are reclassified as cost of goods sold. 

The Organization regularly receives contributed services from a large number of volunteers who assist in home 
construction and by working with the Organization in a variety of other capacities. For the year elided June 30, 
2001, a value of $57,018 has been placed on the services contributed by volunteers. 

In-kind contributions of equipment and other materials are recorded where there is an objective basis upon which 
to value these contributions and where the contributions are an essential part of the Organization's activities. 
During the year ended June 30, 2001 contributions of equipment or other materials were recorded in the amount 
of $14,204. These donations are recorded as restricted in-kind contributions, which are released from 
construction in progress to cost of goods sold upon completion of the project. 
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NOTE 5--NOTES PAYABLE 

Note payable, bank, secured by trust deed on property. Interest at 
8.25%, payment of monthly principal and interest of $4,076 per 
month through September 2009. $ 403,544 

Note payable, bank, secured by trust deed on property. Monthly 
installments of $438 through February 20 16, at 0% interest. 

Note payable, bank, secured by trust deed on property. Interest at 
6.75%, payment of monthly principal and interest of $483 per month 
through June 20 17. 

Note payable, bank, secured by trust deed on property. Interest at 
6.62%, payment of monthly principal and interest of $396 per month 
through January 20 16. 

Three notes payable to a governmental agency secured by real estate 
and notes receivable with monthly payments of $541, at 0% interest. 

Note payable to a private party with monthly installment of $96 1 of 
principal and interest of 8.5% through July 2009. 

Total notes payable 

Less current portion 

Long-term portion 

Future principal payments on long-term debts, are as follows: 

2002 
2003 
2004 
2005 
2006 
Thereafter 

Total 

NOTE 6--RESTNCTIONS ON NET ASSET BALANCES 

76,325 

56,23 8 

43,538 

95,355 

1 19.705 

794,705 

66,000 

$ 728,705 
p_ - 

$ 66,000 
66,400 
66,8 15 
67,286 
67,780 

460.424 

$ 794,705 
P. 

Temporarily restricted net assets represent contributions from donors with specifications on how the funds are to 
be spent. In the case of San Diego Habitat for Humanity, temporarily restricted net assets represents funds from 
sponsors identifying specific homes andor areas of the city in which the home(s) will be built. These funds are 
held in a money market account and are transferred as specific costs associated with the building of the home(s) 
are needed to pay for construction costs. As of June 30,2001, temporarily restricted funds were $3 14,269. 

0 
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NOTE 7--NET ASSETS RELEASED FROM RESTRICTIONS 

Net assets are released from temporary donor restrictions when costs are incurred in the construction of the home 
specifically sponsored. The temporarily restricted funds are held in a money market trust account and transferred 
to the general operating account as needed. For the year ended June 30,2001, $74,301 of temporarily restricted 
funds were released for construction costs related to sponsored homes. 

NOTE 8--FINANCIAL INSTRUMENTS WITH CONCENTRATIONS OF CREDIT RISK 

Financial instruments that potentially subject the Organization to concentrations of credit risk consist primarily of 
cash equivalents and mortgages receivable. The Organization has cash accounts with financial institutions that 
are in excess of federally insured limits by $362,937. 

Concentrations of credit risk with respect to mortgage receivables are limited through various monitoring 
procedures. Bad debt expenses have not been material. 

NOTE 9--TITHlNG TO HABITAT FOR I-JUMANITY INTERNATIONAL 

The Organization annually remits a portion of its contributions (excluding iti-kind contributions) to Habitat for 
Humanity International, Inc. These funds are used exclusively to construct homes in economically depressed 
areas around the world. For the year ended June 30,2001 , the Organization contributed $16,800. ' 

NOTE 1 O--OPERATING LEASE COMMITMENTS 

The Organization has various operating leases for office equipment. Minimum lease payments for the years 
ended June 30, 2002 and 2003 are approximately $6,500 and $2,451. The Organization leases warehouse space 
for its Restore operations. The present lease expires in August 2002 and the Organization is in the process of 
renegotiating renewal of the lease. Minimum lease paymcnts for the years ended June 30, 2002 and 2003 are 
$92,800 and $7,733. 

NOTE 1 l--PRIOR PEIUOD ADJUSTMENT 

As of June 30, 2000, the Organization changed the method of accounting for building materials sold through the 
Restore operations (See Note 2). This change resulted in a prior period adjustment to remove the Restore 
inventory of $1 1 1,844 as of June 30,2000. Removing the value of the inventory as of June 30,2000 resulted in a 
restatement of unrestricted net assets from the original balance of $1,113,270 to a restated balance of $1,301,426 
(See the Statement of Net Assets). 
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