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Independent Audifors’ Report

The Board of Directors | R
Hospitality House of Northwest North Carolina -
_Boone, Notth Carolina * : ‘

"Opinion

We have audited the accompanying financial statements of Hospitalify House of Northwest North Carolina (a nonprdﬁt organization),
which comprise the statement of financial position as-of June 30, 2022, and the related statements of activities, fanctional expenses, and .
- cash flows for the year then ended, and the related notes to the financial statements. ‘

Tn our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Hospitality House
of Northwest North Carolina as of June 30, 2022, and the changes in its net assets and ifs cash flow for the ‘year then ended in accordance -
with accounting principles generally accepted in the United States of America. : Co '
Basis for Opinion o
We conducted our audit in accordance with anditing 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 responsibilifies under those standards are further described in the Auditors” Responsibilities for the Audit of the Financial Statements
section of our report. We dre required to be indepéndent of Hospitality House of Northwest North Carolina and to meet our other ethical
responsibilities in accordance with the relevant efhical requirements relating to our audit. We believe that the audit evidence we have
obiained is sufficient and appropriate to provide a basis for our audit opinion. - s : '

: Respd_nsibilitieé of Management for the Financial Statements
" - Management is responsible for the preparation and fair presentation of these fmandialjstatémen‘ts 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 error.
In prép'aijing the financial statements, manégement: is _required to evaluate whether there are conditions or eyents,“cohsid'ered in the
agpregate, that raise substantial doubt about Hospitality House of Northwest North Carolina’s ability to continue as a goiri_g concern
" within one year after the date that the financial statements arg available to be issued. R R
Auditors’ Responsibilities for the Audit of the Financial Statements

© Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are fiee from material

" misstatement, whether due to fraud or érror, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a high -

level of assurance but is not absolute assurance and therefore is.not a guatantee that an audit-condueted in accordance with generally =~ '
accepted auditing standards will always detect a material misstatement when it exists. The risk of not detecting a material -

Member: AmericanInstitute of CPAs- N.C. Association of CPAs
"Offiees located in Boone and Newland
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_ misst_atement' resﬁltipg 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 judgement made by a reasonable user based on the financial
‘statements. ‘ : ‘ ‘ : ‘ ‘ : o o

In performing an audit in accordance with generally accepted auditing standards, we;
. 'E}{ércise professional judgements and maintain professional skepticism througﬁout the aundit.

+ Identify and assess the risks of material misstatement of the financial staternents, whether due to fraud or error, and design
~angd perform audit-procedures responsive to those rigks. 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 gﬁdit-hl order to design audit procedures that are approﬁr’iate in the
© circumstances, but not for 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, :

o Hvaluate the appropriateness of acéounti_ng policies used and the reasonableness of significant accounting estimates made by
" 'management, as well as evaluate the overall presentation of the financial staterents. ‘ ' S

_+ Conclude whether, in judgement, there are conditions or events, consideréd in the aggregate, that raise substantial doubt
- about Hospitality House of Northwest North Carolina’s ability to continue as a going conceri for a reasonable period of time.

We are required to cor_nrﬁunicate with those charged with governance regarding, among other matters, the planned scopt; and timing of
‘the audit, significant audit findings, and certain internal control related matters that we identified during the audit.

Report on Summarized Comparative Information '

We have previously audited Hospitality House of Northwest North Carolina’s 2021 financial statements and expressed an unmodified
audit opinion on those financial statements in our audit report dated Tune 16, 2022. In our opinion, the summatized comparative
.information reported herein as of and for the year ended Jine 30, 2021, is consistent, in all material respects, with the audited financial
staternents from which ithas been derived, N '

. Other Matters

Supplementary Information ) . o ‘
'Our ‘audit was conducted for the purpose of forming an opinion on the finaricial statements as a whols. The accompany schedule of -
expenditures of awards, as required by Title 2 U.S; Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
- Principles, and Audit Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required part of
the financial statements. Such information is the responsibility of management and was’ derived from and relates directly to the
underlying accounting and other records used to prepare the finadicial statements. The information has been subjected to the auditing °
procedures applied in the audit of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying. accounting and other records used to prepare the financial statements or to the. financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the United States

of America. In our opinion, the information is fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards . - o o : .
" In accordance with Government Auditing Standards, we have also issued our report dated March 24, 2023, o 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 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
internal ¢onitrol over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Hospitality House of Northwest North Catolina’s internal control over financial reporting
and compliance. ‘ ) ' :

. OB, Tt e CAOTIRTE,
CoMBS, TENNANT & CAﬁpEﬁTﬁR;P.C.’ o

_ Certified Public Accountants
* Boone, North Carolina

March 24, 2023.‘
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HOSPITALITY HOUSE OF NORTHWEST NORTH CAROLINA

Statements of Financial Position
June 30, -2022. and 2021

- Assets:

Current Assets
Cash
~ Cash-unrestricted
Cash-restricted
* . Accounts receivable, net
Grants receivable, net
Pledges teceivable, net
Total Current Assets

: Beneﬁmal interest in NC Community Foundatlon
 Fixed-assets, net

Tetal assets
Liabilities and net assets:

. Liabilities:
Curretit Liabilities
Accounts payable
'Credii card payablo
Accrued liabilities
Accrued vacation
Lines of credit
- Current portion of long-term debt.
~ Total Current Liabilities

Long-term Liabilities
Notes payable .
Total Long-term Liablht;es

Total liabilities

Net assets:
" 'Without donor restrictions
With donor restrictions - ‘

Fotal net assets

,Total liabilities and net aésets ‘

2022 2021
519,091 286,082
77,190 54,725
35,907 31,053
500,101 . 285,813

1,132,289, 657,673
65,329 64,776

3,555,834 3,646,356

4,753,452 4,368,805
78,183 9,520
116,796 13,217
38,987 31,862
15,913 17,452
49,240 55,729

9,896 9,896
209,015 137,676
11,208,577 1,218,473
71,208,577 1,218473

1,417,592 1,356,149

3,258,670 - 2,957,931
77,190 54,725

3,335,860 3,012,656 .

4753452 . § . 4,368,803

- The accompanying notes ég‘e an integral part of the finaricial statements.




FOSPITALITY HOUSE OF NORTHWEST NORTH CAROLINA
o Statements of Activities o
For the Years Ended June 30, 2022 and 2021

Changes in net assets without dbupr restrictions: - :

Revenues and gains: _ o g - .
Religious contributions : ) % 229,366 $ . 220,025
Individuals and organizations . : : : - 982,583 861,136

~ Governmental funds - focal = . ‘ ' ' 80,926 . 51,596

- Governmental funds - Federal and State _ o TL1,214,072 1,663,008
In-kind contributions~ & _ ‘ T 365,249 427,544
Interest | 8’2 C 64l
Renfal income ' ‘ i 160,108 176,312

. Other ' c 6,145 - 9976

“Total revenues and gains without donor restrictions - | S 3,039331 - 3,410,238 '
Net assets (added to) released from restrictions L - -
. ' Total revenues, gains, and other support without donor restrictions © 3,039,331 3;410,238
Expenses: — D : - ‘
Program services ‘ ‘ . o ©2,179278 . 1,932,905
General and administrative - ‘ T - 419,338 " 289,681
Fundraising . - " ' ‘ 139,976 62,374
" Total expenses : o : ‘ o 2,73 8,592 * - 2,284,960
Increase(decrease) in net asseis withou.t d_onor restrictions | : . 300,739 - 1,12_5,278
Chaﬂges in net assets with dm’mf restrictions: . _ _ o
Individuals and organizations:, _ o - : 9,246 L.
Governmental funds - Fedgral and State , . o 13,219 7,860
“Inerease (decrease) in net assets with donor restricfions - _ ' 22,465 .. 17,860
.Increase (decrease) in net assets . . - L . s ‘ ' .323,204 ‘ 1,133,138
" Net assefs at beginning of year o ' . ‘ S 3,012,656 - 1,879,518
_ ._ “Net assets at end of year o S o o B 3,335,860 $ 3,012,656

" The accompanying notes are an integral part of the _ﬁnaucial statements.
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HOSPITALITY HOQUSE OF NORTHWEST NORTH CAROLINA
Statements of Cash Flows _
For the Years Ended T une 30, 2022 and 2021

2022 2021

Cash flows from operating activities: . . : _
Cash received from tevenues and gains _ o $ 3,061,796 $ 3,418,098

‘ Cash paid to employees and suppliers = o (2,73 1,128)‘ (2,540,408)

' Net cash provided (used) by opelatmg activities ' 330,668 877,690
Cash flows fromi investing activities: ] :
Interest income ‘ : T ’ 882 - 60
* Contributions to beneficial interest trust : (12 361) ' (4,500)
.Purchase of property and equipment - o , (53.819) . (843,544)
Net cash provided (used) by investing actwmes o (65298) - (847,984)
Cash flows from financing activities:
"Proceeds from long-term debt , _ - o
Yayments on long-term debt S SR o _ S - (9,896) {9,896)
Net cash provided (used) by financing activities (9,896) - (9,896) -
Inc’rease‘(decrease) in ca'sh, cash equivalénts, and restricted cash © 255474 19,810
Beginning cash, cash equivalents, and restricted cash R 340,807 320,997
Ending cash, cash equivalents, and restricted cash . ) $ 596,281 § 340,807
Reconciliation of éhange in net assets to et cash used by operating activities: '
* Change in net assets ) S S $ 323204 $ 1,133,138
Ad]ustments to reconcile changes in net assets to net cash used by operatmg
- activities: :
Depreciation | o AT 144341 144026
Noncash grant L . o B - o - (134,800)
Interest income S 3 . . ‘ ‘ _ (882) (641) .
Unrealized (gain) loss on investments - - ' : o ' cooot1Lee8 (13,269)
(Ticrease) decrease in accounts receivable _ . o {4,854) (15,949)

* - (Increase) decrease in grants receivable . ' . ‘ . (214 28 8) (224,871)
(Tricrease) decrease in pledges receivable B o -
Increase (decrease) in accounts payable * ' L o 68 663 E (6,280)
Increase (decrease) in credit card payable . ' S 3,579 (6,727

" ‘Increase {decrease) in lines of credit - N L (6489) ©(7,355)
Increase (decrease) in payroll liabilities , o o 7,125 - 3,439

" Tnerease (decrease) in accrued vacation . : , . - (1,539) 6,979
Increase (decrease) ih deferred revenue o _ o , e
Total adjustments o L L7464 (255,448)

Cash ﬂows pmvnded (used) by operating actmtles o R 3_3'0',66‘8j $ 877,690

- The accompanying notes are an integral part of the financial stateménts. -
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I—IOSPITALITY HOUSE OF NORTHWEST NORTH CAROLINA
Notes to Financial Statements

June 30, 2022

NOTE 1 Summarg of Slgmﬁcant Aceeuntmg Pohcles :
. ! 'ORGANIZATION Hospitality House of Northwest North Carolma, Inc,, is focated in Boone, North Calohna and ‘
. orgamzed and operated éxclusively for ehantable purposes in accordance with Section 501(c)(3) of the Internal
Revenue Code, More specifically, the Orgamzatlon is a crisis mterventlon agency which provides shelter and services
“to the homeless, operates the community soup kltchen, and administers Jocal cr isis assistance programs. Funding for
the Organizatiort is derived primarily from donor confributions and grants During the yeer ended June 30, 2019 the

Orgamzatlon elected to change its name to Hospitality House of Northwest North Ca1 olma to better reflect its service -

_area footprmt

BASIS OF ACCOU_NTING - The‘ﬁnenciai_ statements of Hospitality House of Northwest._North Carolina have been
prep_ared on the accrual basis of 'aecounting and accordingly reflect all significant réceivables, payables, and- other

Tiabilities.

BASIS OF PRESENTATION — The 'Organizati'on‘has adopted Aecountiné Standards Update (ASU) 2016-14,
Presentation of Financial Statetnents of Not-for-Profit Entities. This update requires the Organization'to present ifs

net assets in the following categories:

Net assets. without donor restr ictions- Net assets that are not subject to denor- lmposed stipulations.
Net assets with donor restrictions- Net assets that are sub_]eet to donor—tmposed sttpulatlons that may or w1H be .

met elther by actions of the. Orgamzatlon and/or the passage of time.

. CASH AND EQUIVALENTS Cash and equlvalents include cash on hand and term certlﬁeates of dep051t at

: 'ﬂnanelal 1nst1tuttons w1th an tmtlal matunty of three months or less

RES' I‘ RICTED CASH - The Or gamzatlon s cash is subject to restnetlons unposed by donors gtantmg agene;es and .
other external entities. Restricted cash balaﬁees were $77 190 at June 30, 2022 and $54,725 at June 30, 2021. The '

balances represent the Orgamzatlon 5 obhgatton wider loan eovenants between the Orgamzatton and Noxth. Cmo]ma .

" . Housing and Finatice Agency (NCHFA) “Those covenaﬂts require a minimum balance of cash reserves o be

" maintained by the Or; ganization to meet future. capttal and operating expenses Reserves may only be uttltzed with the
* permission of NCHFA and are required to be replemshed within a tlmeframe estabhshed by them The Organization . d

" also holds funds restricted for children’s educational scholarshlps
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DONATED ASSETS - . Donated marketabie securities and othen non-cash donations are recorded as oontr:butlons

at their estlmated fair values at the date of donation. . .

.DONATED PROPER’I‘Y AND EQUIPMENT - Donations of property and equipment are recorded as support at
their estlmated fair value at the date of donation. Such donations are reported as unrestricted support unless, the
donor has restricted the donated asset to a specific purpose. Assets donated with expltmt restrictions regarding their
use and contrtbuttons of cash that must bo used to acquire property and equipment are reported as restricted support,

Absent donor stipulations regarding how long those donated assets must be maintained, the organization repotts
‘expxratlons of donor 1estrlotlons ‘when the donated or acquired assets ate placed i in sethce as Instructed by the donor. -

The or gamzatmn reela531ﬁes restrxoted net assets to unrestricted net assets at that time.

DONATED SERVICES Donated services are recognized as contrlbutlons if the serv1ces (a) create or enhanoe

nonfinancial assets or (b} reqmre speolahzed skills, are performed by people with those skills, and would otherwise be

purchased by the Organization, A substantlal number of volunteers also donated a significant amount of time to the
. Qrganization's operations and program services throughout the year that are not recogmzed as contributions in the

financial statements since the recognition crxtena was not met.

FUNCTIONAL EXPENSES The costs of prov1dmg various programs and other activities have been summatized
on a funottonal baSts in the Statement of Activities and i m the Statement of Funotlonal Expenses, Accoldmgly, certam

costs have been alIocated among the programs and supporting services benefited.

REVENUE RECOGNITION — During the year ended June 30,2021 the Organlzatlon adopted ASC 606 usmg the' ‘
modified retrospeottve method for those contracts which were not substantially completed as of the transmon date.
There was, no material impact to any of the line items with the Organization’s statéements of activities or balance sheets

as a result of applying ASC 606 for the fiscal years ended Junc 30, 2022 and 2021,

| SUPPORT AND REVENUES ~ Certain revenues received under governrnent grant programs are subject to audit by
the providing agency. Contributions are considered to be available for unrestricted use unless-specifically restricted by

. 5 L
the dor_lor or'the Board of Direo_tors. _

ACCOUNTS RECEIVABLE Accounts receivable are stated at the amount management expeots to colieot from

outstandmg balances. Management provides for probable uncollecttble amounis through a p10v151on for bad debt

" expense and an adjustmont to a valuatton allowance based on its assessment of the current stafus of individual -

A 1ecelvables from grants, contracts, and others Balancas that are s‘ull outstandmg after management has used reasonable

eo!leetxon efforts are written off through a charge to the valuatton allowance and a credit to, thie apphoab]e accounts o

13



' 1ece1vable An allowance for uncolleciible accounts has been established based on historical collectlon expenence of
the Organization of $0 and $3,312 for 2022 and 2021 respectwely _ ‘ ‘

' PROPERTY AND EQUIPMENT Property and equipment are stated at cost as of the date of acquisition or fair
value at the date of donation. Depreciation is provided over the estimated life of each asset-on the straight-line method.
Asset lives range from seven to forty years for buildings and 1mp10vements, and three to seven years for computers

office equipment, and furniture ar_ld fixtures. The Organization maintains a capitalization policy of $2,500.

INCOME TAXES - Hospltahty House of Northwest North Carolina is an exempt organization for Federal income tax
purposes - under Sectxon 501(0)(3) of the Intetnal Revenue Code. The Organization’s Forms 990, Return. of
Organization Exempt fiom Income Tax, for the years endmg 2022, 2021, and 2020 are subject to examination by the
IRS generaily for three years aﬁel they were {iled.

' ' ACCOUNTING ESTIMATES The preparat1on of financial statements in conformity with generally accepted .

aceountmg prmmples requires management {o make est1mates and assumptmns that affect the reported amounts of L
assets and liabilities and disclosure of contmgent 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: thosé

estimates. *

PLEDGES Unconditional pledges to give are recognized as revenues or gains in the permd received and as assets '
: deoreases of liabilities, Or expenses dependmg on the form of the beneﬁts recelved Condmonal pledges dre recogmzed

| only. when the condmons on which they depend are substantlally met and the pledges become uncondmenal No
| allowance for uncollecnble pledges has been estabhshed for years ended 2022 and 2021 based on histoncal collection
' expetience of the O;gamzatmn. .

NOTE 2.-- Accounts Receivable:

" Accounts receivable on June 30, 2022 and 2021 were as follows:

L2022 _ 2021

Accounts receivable R B 35907 . $ - 34,365
Less allowan_ee for uncollectible accounts c o _ Lo Lo (3312
Total aeeodnts reeeiv'able, net ‘ T 35907 % 31,053
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"NOTE 3 — Grants Recewable

" Grants receivable on June 30, 2022 and 2021 were as follows

o : _ 2022 2021
Grants receivable 8 500,101  § 305,813
Less al[owance for uncollectible accounts ' : - (20,000) .
Total giants recewable net ‘I 3 500,100 $ 285813,
NOTE 4 — Fized Assets:
‘A detail of the fixed assefs on June 30, 2022 and 2021 is as follows: . .
| i | ' 2022 202
Land R ' S g semse . $ 563,036
. Construction in Progress . o T -
Buildings | - 4210,949 4,210,949
Improvements e L 164,107 128,579
Fumitl_lre & Fixtures ‘ o . .1_92,423 o 192,423
Office Fquipment o L : 9,800 9,800
- Other Bquipment : T ' : 135,916 - 117,625
' 5276231 5200412
Less accumulated depreciation : . R - ‘ 1,720,397 . 1,576,056, -
Total fised assets, net o $ 3555834 §  3,646356

Deﬁrebiation expense for the year ended June 30, 2022 and 2021 was $144,341 and $144,026, respectively. :

.NOTE 5 Restl mtmns/Limltatlons on Net Assets :

Res’mcted net assets are avallable for the followmg purposes as of December 31

2022 2021

. NCHFA reserve requirement $° 67944 % - . 54,725
Children's scholarship fund .~ . 9,246 ' e
_ o § . 7,190 % 54,725

_NO’I‘E 6 - Vacatmn and Sick Pay: ‘

Vacation i is awarded annuaily and up fo 5 days can be camed over each yem Accumulated vacation pay at June 30,
2022 and 2021 amounted to $15 913 and $17,452, respectwely, which is 1eﬂected as' a lability in the ﬂnanc]al
statements. The ()rgamzatlons sick leave policy pr0v1des for an-unlimited accumulatmn of earned sick leave. SICk
' 4leave does not vest.. Since the Orgamzat:on has no obhgatmn for the accumulated sick leave untll itis actualiy taken,

“no accrual for sick leave has been made.
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NOTE 7 — Notes Payable:

The Organization’s obligation under notes payable cbnsisfs of the following:

- 2022

2021

Note payable, secured by a Deed of Trust on a building, ‘ 1,000,000 1,000,000
 interest at 0%, due April 22,2040 - © . _ -
 Note payable, secured by aDeed of Trust ona building, 115,353 125,249
" interest at 0%, with monthly payments of $825, due
~ November 1, 2033 : _ . -
Note payable, secured by a Deed Of Tmst on a building, 103,120 103,120
- interest at 0%, dueNovember 3, 2033. Note shallbe ' g '
reduced (forgiven)by 10% ofthe ‘originﬁl amount each
anniversary date of the note starting 9 years prior to
matunty date and then each year thereafter untit matunty
Total . 1,218473 1,228,369,
Iess current installments of long-term debt "0,896 9,896
Long term debt, excluding current mstallments 1,208,577 1,218,473

' The futule scheduled maturities of long-’[erm debt are as follows

YearEndmg - -Amount

2023 9,896
2024 9,896
2025 - - 9,896
202 - - 9,\89%

. Thereafter 11,168,993

$. 1,208,577 -

: Paycheck Proteotlon Plogiam Loan:
On. Apnl 20, 2020, the Olgamzatlon recewed loan proceeds in the amount of $134, 800 under the Paycheck
Protection Program (PPP). The PPP pr0v1ded fundmg for qualifying organlzatxons under: the Coronawrus Aid, "
Relief and Econom!c Security Act (CARES Act). Forglveness of the loan principal and accrued interest could be 7
. applied for followmg a twenty-four-week period. ‘Potential forglveness was dependent upon the Orgamzatlon using .
the funds for specified purposes mcludmg, payroll ‘benefits, rent and unhtu:s On November 2, 2020 the
' 'Orgamzatlon was granted forgiveness of the loan and interest. Funds forgwen under the Payroll Protectlon Program

are recognized as grant | revenue in the vear ended June 30,2021.

NOTE 8 Lmes of Cledlt

The Organization maintained two revolvmg lmes of Cl‘edlt $25,000 wnth First Honzon Bank and $50,000 w:th Fnst -
Natjonal Bank. On June 30, 2022 and 2021 the oredit lines carrled balances of $49,240 and $55,729, respectively.

Advances on the credit lines are payable on demand and carry interest rates of 11% to First Horizon Bank and
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6.00% to First National Bank. The credit lines are uncollateralized. The Organization elected to pay off and close

the credit line held with First Horizon Bank during the year ended June 50_, 2022.

NOTE9 -- Emnlovee Benefit Plan:
A Savings Incentive Match Plan for Employees (SIMPLE) was estabhshed in 2006 by the Orgamzatlon for the

benefit of employees ‘who have carned at least $5,000 of compensatlon for the preeedmg year. A SIMPLE plan -

congists of separate retirement accounts established by the ernployer for cach eligible employee The Orgamza’uon

elected to mateh 3% of compensation for the years.ended June 30 2022 and 2021 which amounted to contr:butlons
of $10,298 and $6, 062 respectwely

NOTE 16— Summarv Dlsclosure of Slm1ﬁcant Contmgenmes

‘Federal and State Assnsted Programs - The Orgamzauon has 1eee|ved proceeds from several State and Federal
grants, Periodic audits of these granis are 1equ1red and certain costs may be quest:oned as not bemg appropriate
expenditures under the grant agreements " Such audits could result in the refund of grant monies to the grantor
agenoles Management believes that any required refunds will be 1mmater1al No prov;smn has been made in the

aeeompanymg financial statements for the refurd. of grant monies.

NOTE 11 — Risk Management: -

" The Orgamzatmn is exposed to various risks of loss related to torts; theﬂ of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disastets. ‘The Olgamzahon carries commerelal coverage for risk of
loss. Claims did not exceed coverage in the past two fiscal years, At'June 30, 2022, operatmg cash had a carrying

s balance of $596,281 and bank balances of $704, 908 At June 30, 2021, operating cash had a catrying. balance of |

totaimg $340,807 and bank balances of $408, 695. Of the banl( balances, $288, 431 and $250 000 was covered by the

.Federal Deposxt Insurance Corporatlon a3 of June 30, 2022 and 2021, respectively.

NOTE 12 .- Nnn—Cash Donatlons

For the year ended June 30, 2022, contrlbuted nonfmanmal assets 1ecogmzed within the statement of activities

included:
Revenue Utilization in : :
_ Recognized - Program/Activities Donot Restrictions Valu ation Techmques and Inputs
-Food $ 310,236 Programsupport for clients None . Average cost pet pound
Medical 55,013 Programsupport for clients None ' - Average costper visit

services

3 '3,6.5,249 Total contributions
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For the year ended ]une 30, 2021 contnbuted nonﬁnanclal assets recognized within the statement of actlvmes

inchided:.
Revenue - Uti_]iza_tidn in ‘ R ) _ _
Recognized Programy Activities Donor Restrictions Valuation Techiigues and Inputs
Food § . 305929 Programsupport forclients None = Average cost per pound
. Medical 121,615 Programsupport for clients’ None . Average cost per visit

services

% 427,544 Tctai.centributions :

NOTE 13 Liquidity and Avallabxhtv of Financial Assets

The Or: gamzatlon typically satlsﬁes restnctlons in the year of dcnatlon and has not adopted a formal policy regar dmg
‘ malntammg opetating revenues The followm g reﬂects the Orgamzatlon s financial assets as of the balance sheet date,
reduced by amounts not ava;lable for general use because of contractual or donor-impesed restrictions, thhln one year

' of the balance sheet date. .

Financial assets at year-end - . ' $ 1,132,289 - $ 657,673 .

Less those unavailable for general expendltures ‘ :

within one year, due to: ‘ _ S
Donor-restrictions o : UT,190 - . 54125

"Finaticial assets available 16 meet cash needs for C ‘ - ‘

general expenditures within one year $ . 1,05509 602,948

- Ofthe ahove ﬂnancxal assets avadabie on June 30, 2022 and 2021, the Organlzatmn has restricted cash balances of
‘ $77 190 and $54,725, respectwely The balances lepresent the. Orgamzatlon s obligation umder loan covenants
“between the Organization and North Carchna Housmg and Fmance Agency (NCHFA) and funds held fcr chﬂdren 8

educational scholarshlps

NOTE 14- Beneﬂmal Interest m Assets Held bv the North Carolina Community Fcundatmn _

The Organlzation has established an endowment fund wnth the North Carolina Comrumity Foundancn The fund shall
be governed by North Carclina law and the Foundatxon 5 governing mstruments and be devoted to the support of the -
Organizatlon Distributions are’ available to be made annually to the Organizatxcn The beneficial 1ntelest mmay be '

| red1rected at the discr etlon of the Foundation’s Board of Directors and the mvestment is generally not redeemable by
the Orgamzancn On June 30, 2022, the fund had a balance of $65,329 of which $2 430 was avallable for distribution
to the Orgamzatlon On June 30, 2021 the fund hada balance of $64,776 of Whlch $1 840 was available for

o distribution to the Orgamzatlon -
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NOTE 15 - Fair Valne Measurements:

. Fair value measurement rules define fair value as the price that would be rece:ved to sell an asset or paid tp transfer a
ilablhty in an orderly transaction between market partlclpants and require the use of valuatlon techmques that are
consistent with the market approach the i income approach and/or the cost apploach Inputs to valuation, techniques
‘ refer to the assumptions that market parttclpants would use in pricing the asset or liability. In that regard, accounting '
rules establish a fair value hietarchy for valuation inputs that give ‘the highest priority to quoted prices in active markets
for identical assets or liabilities @evel 1 measurements) and the lowest priority to unobservable inputs (Level 3

measurements). The three levels of the fair value hierarchy are described as follows:

Level 1 Inputs to the valuatlon methodology are quoted pnces (unadjusted) for 1dentlca1 asséts or liabilities in active .
' markets that the entlty has the ability to access as of the measurement date. - ' .
: -Level 2: Inputs to valuatlon methodology molude significant other observable mputs, othel than Level 1 mputs such
as quoted market prices for similar assets or hablhtles in active markets; quoted prices for 1dentlcal or similar assets or
llablh’oes in markets that are not active; inputs other than quoted prices that are observable for the asset or Hability;
mputs that are derlveci prmcipally from or corrobm ated by observable market data by correlation or other means. Ifthe
asset or hab]hty has a specified (contractual) term, the Level 2 input must be observable for substant:al[y the full terin
of the asset or Hability.

Level 3: Inputs to the valuation methodolo gy are unobsewabie and significant to the fair value measurement

The asset’s or hablhty s fair value measurement level within the fair value hierarchy is hased on the lowest level of any
input that is mgmﬁoant to the fair value measmement Valuation teohmques used need 10 mammxze the use of

observabie mputs and minimize the use of unobservable inputs. °

The following table summarizes significant assets measured at fair value on a recutring basis as of Tune 30, 2022,
sepregated by the level of the valuatlon inputs within the fa1r value hlerarehy utilized to measue fair value:

Fair Value Measurements at Iune 30 2022 using:

Quoted Prices in - .
Active Markets for Slgmﬁcant Other - - Significant

Identical Assets - lQbservab[e Unobsetvable
(levell) ~ Inputs (Level2) Inputs (Level3)
_ Beneﬁom} interest held ai NC Commumty ) R ' R i ‘
‘ Foundatlon $ - 65329 % : - 3 " 3 . 65,329
B 65,329. ‘$ e - 3 65,329

The followmg table summarizes s1gmﬁcant assets measuled at fair value on & recurring bams as of June 30, 2021, .

- segregated by the level of the valuatlon inputs within the fair value hierarchy utlhzed t6 measure fan value:
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Fair Value Measurements at June 30, 2021 using:

Quoted Prices in _ :
Active Markets for  Significant Other Significant.

Identical Assets Observable  Unobservable
(leveil) - Toputs (Levei2) Inputs (Level3)
Benoﬁmal interest-héld at NC Community. : _ S : s . : o
: Foundatlon $ 64,776 § - .5 - § 64,776
$ - 64,776 . § - b - & - 64,776

The beneficial interest in assets held at the NC Community‘]?‘oundation has been valued, as a practical expedient, at the
fair value of the Organization’s share of the Foundaﬁon’s investment pool as of fhe méasurement date, The Foundation
values secunttes and other ﬁnanmal instruments on a fair value basis of accounting. The estimated fair values ‘of
_certain investments of the Foundatlon, which mclude private placements and other secunt[es for which prices are not
Ieadxly available, are determmed by the management of the Foundation and may not reflect amounts that could be
realized upon meedlate sale, nor amounts that ultimately may be realized. Accordmgly, the estlmated fair values may
differ. mgmﬁcantly from the values that would have been used had a ready matket existed for these investments. The
Foundation’s investients are ‘approximately composed of 70% equity (stocks), 20% fixed income, and 10% alternatlve '
' investments which the Foundation believes are appro_pnate for the long-term perspective of philanthropic investing and

for the investment objective to preserve fund principal and generate an appropriate return.

Financial mstruments cIass1ﬁed as Level 3 in the fair value hierarchy represent the Orgamzatlon s investments in
financial instruments in which management has used at least one significant unobservable mput in the valuation model.

The following table represents & reconcﬂlatmn of the activities for Level 3 financial instruments:

‘ Balance at July 1, 2021 R 64,776 .
Additional amounts invested - 11,356
-Distributions received” ' o -
Realized and untealized gains/losses, net . : : ©(11,808)
‘ Interest and dividends ' L 1,005
" Balance at Tunc 30, 2022 ‘ $ 65,329

-NOTE 16 — Revenue fl om Contracts w1th Customels

Hosptlahty House of Northwest North Carolina 1ecogmzes all revenue from contracts when the good or service is

- delivered to. fhe customer, Any revenue that i§ billed in advance of service is recotrded as uneamed revenue/depomta
and disclosed as a fiability. unt1l the revenue is earned and contract obhgatlons are satisfied. If substantial work is 7

. porformed ona 51gned contract but not completed and billed a contract asset is booked As of June 30, 2022 and

© 2021 the Organization 1eported no contract assets or liabilities. -
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Contract revenues at June 30, 2022 are disaggregated as follows :

: . Rental Income
Type of Customer: : : S
Governmental . $ 119993
' Nongovernmental L . ' 40,115
~ Total ‘ . o $ 160,108
" Contract revenues at June 30, 2021 are disaggrcg_afed as follows: -
. Rental Income.
 Type of Customer: '
CGovemnmental ' 8 116,079
Nongovernmental S 60,233
“Total -, : $ 176,312

NOTE 17 Change in Accounting Punc:gle _
During the year ended June 30 2021 the Orgamzatlon implemented ASU 2020-07, Not for Proﬁt Ent:tzes {Topic 958)
Presentatzon and Dzsclasures by Not-for-Profit Entities for Contributed Nonﬁnanczal Assels. Implementaﬂon of the .

new standard required no matenal change to the financial statements

NOTE 18 — Subsequent Events;

The COVID:19 giobal pandemic continues to cleate economic uncertalnty for iridividuals. The Organlzat:on may
. experience 1noreased use of its servlces as a result of 1ncreased economic pressures in the comrnumty The ampact on
the Orgamzatmn s revenue streams is not reasonably esnmable however management believes add1t1ona1 fundlng w1ll

be secured and utilized to meet’ rising programmatic needs.

Management has evaluated subsequent ovents through March 24, 2023 ~ the 'da’;e the financial statements‘we':e
available to beé issued. ' '
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Billy G. Combs, CPA
Douglas M. Tennant, CPA
Jason D. Carpenter; CPA
Brady L. Combs, CTA
Tanya L. Singleton, CPA.
Emily W. Reynolds, CPA

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 AUDI TING STANDARDS .- & B

To the Board of Directors - .
‘Hospitality House of Northwest North Carolina
Boone, North Carolina -

We have audited, in accordance with the auditing standards generally accepted in the United States'of America and the standards

;ipplicable'tp financial audits contained in Government Auditing Standards issued.by the Comptroller General of the United States, the
_ financial statements of Hospitality House of Northwest Norih Carolina. (a nonprofit organization), which comprise the statement of .

financial position as of June 30, 2022, and the related statements of aclivities, and cash flows for the years then ended, and the related
 notes fo the financial statements, and have issued our report thereon dated March 24, 2023. ‘ .

Internal Contro'l- Over Financial Repoi‘tiﬁg

In planning and performing our audit of the financial statements, we considered Hospitality House of Northwest North Carolina’s
internal control over financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances -
for the purpose of éxpressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Hospitality House of Northiwest North Carolina’s internal control.” Accordingly, we do not-€xpress an opinion on the

effectiveness of the Hospitality House of Northwest North Carolina’s intif.rnal control.

A deficiency in internal conirol exists when the design or operation of a control does not allow managément 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, ora cqmbi‘_n_ation 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. A significant

deficiency is a deficiency, or.a combination of deficiencies, in internal control thatis less severe than a material weakness, yet
- important enough to merit attention by those charged with governance. ‘ : :

'Our consideration of internal control was for the limited purpose described in the first paragraph of this section and was not designed .
to identify all deficiencies in internal control that might be material weaknesses or significant deficiencies. ‘Given these limitations,
during our audit we did identify certain deficiencies in internal control described in Finding 2022-1, 2022-2, and 2022-3 that we
* consider to be material weaknésses. ' ‘ S L

. Member: American Institute of CPAs -N.C, Associntinn_ofCPAs
“Offices located in Boone and Newland ’
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' Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our teéting of internal control and compliance and the results of that

testing, and not to provide an opinion on the effectiveness of the entity’s internal control or on compliance. This report is an integral =

part of an audit performed in accordance with Government Auditing Standards in considering the entity’s internal confrol and
compliance. Accordingly, this communication is not suitable for any other purpose. S . :

Qoo iR,

COMBS, TENNANT & CARPENTER, P.C.
Certified Public Accountants
Boone, North Carolina

Match 24, 2023
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. Independent Auditors’ Reporf on Compliance for Each Major Federal Progl‘a_m; Report bn Internal Control Over _
' ‘ Compliance; With OMB Uniform Guidance ' : ' ‘

To the Board of Directors - :
Haspitality House of Northwest North Carolina
- Boone, North Carolina.

Report on Compliance for Each Major Federal Program
“Opinion on Each Major 'Fed_er"al Program

‘We have audited Hospitality House of Northwest North Carolina’s compliance with the types of compliance requirements identified .
as subject to audit in the OMB Compliance Supplement that could have a direct and material effect on each of Hospitality House of
Northwest North Carolina’s major federal programs for the year ended June. 30, 2022, Hospitality House of Northwest North
Carolina’s major federal programs are identified in the summary of Auditors’ results section of the accompanying schedule of findings
-and questioned costs. - : R - S - L '

" In our opinion, Hospitality: Hou'se of Northwest North Carolinap complied, in all materiai ;espec_ts,. with the fjpes_ of compliance
requirements referred to above that could have a diréct and material effect on each of its other major federal programs identified inthe
summary of Auditors® results section of the accompanying schedule of findings and questioned costs for the year ended June 30, 2022.

B&sis_‘ for Opinion ort Each Major.Feder;al Pragram

We conducted our audit of 'c'ompliarice' in accordance with anditing standards gene.rally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the United

States; and the audit requirements of Title 2 U.8.. Code of I ederal Reguldtions Part 200, Uniform Administrative Requirements, Cost -

- Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities’ under those standards and the -
Uniform Guidance are further described in the Audifors’ Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of Hospitality House of Northwest North Carolina and to meet our other ethical responsibilities, in
_ accordance with relevant ethical requirements relating to our audit, We believe that the audit evidence we have obtained is sufficient
and appropriate to proyide a basis-for our opinion on compliance for each major federal program. Our audit does not provide a legal
determination of Hospitality House of Northwest North Carolina’s compliance with the compliance requirements referred to.above.

' Responsibilities of M, anaggmehi for Compliance

Managemen_t' is’ responéible' for compliance with ‘the _requirements refexred to above and for the design, implementafion, -and
maintenance of effective internal control over compliance with the requirements of laws, statutes, regulations, rules, and provisions of
. contracts or grant agreemients applicable to Hospitality House of Northwest North Carolina’s federal programs. : -

Momber: American Institute of CPAs N.C. Asscciatibn of CPAs
i : Offices located in Boone and Newland - S
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'Aﬁdifor-s’ Responsibilities for the Audit of Compliance

* Our objectives are to.obtain reasonable assurance about whether matetial noncompliance with the compliance requirements réferred to
above . occurred, whether due to fraud or error, and express an opinion on Hospitality House of Northwest North Carolina’s
compliance based on our audit. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards, Government Auditing Standards, and the
Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting matetial noncompliance

" resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional omissions,
mistepresentations, or the override- of internal control. Noncompliance with the compliance requirements referred to above is
considered material if there is a substantial likelibood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about Hospitality House of Northwest North Carolina’s compliance with the requirements
‘of each major federal program as a whole. i : ' -

In performing an audit in accordance with generally éccepted auditing standards, Government Auditing Standards, and the Uniform
Guidance, we: ' ' : ' :

. Exercise professional judgment and maintain professional skepticism throughout the audit;*

¢ Tdentify and assess the risks of material noncompliance, whether due to fraud or error, and design and perform audit -

' procedures responsive to those risks. Such procedures inchide examining, on a test basis, evidence regarding Hospitality

"House of Northwest North Carolina’s compliance with the compliance requirements referred to above and performing such
other procedures as we considered necessary in the circumstances. S : ‘ - :

e Obtain an understanding of Hospitality House of Northwest North Carolina’s internal control over compliance relevant to the -
audit in order to design audit procedures that are appropriate in the circumstances and to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the

_effectiveness of Hospitality House of Northwest North Carolina’s internal control over compliance. Accordingly, no such
opinion is expressed. : ' -

We are required to communicate with those charged with governafice regarding, among other matters, the planned scope and timing of
‘the audit and any signilicant ‘deficiencies and material weaknesses in internal control over compliance ‘that we identified during the
audit, - : ) B : _ .
Report on Infernal Control over Compliance

A deficiency in internal control over compliance exists when the design or operation of a conirol over compliance does not allow.
management or employees, in- the ‘normal course of performing their assigned functions, to prevent, or - detect and correct,
noncompliance with a type of compliance requirement of a federal program on a fimely. basis. A. material wealmess in internal control
over compliance is a deficlency, or a combination of deficiencies, in internal-control over compliance, such that there is a reasonable
possibility that matetial noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected
and correctéd, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal program that is less severe than a
_material weakness in internal control over compliance, yet important enough to merit attention by those charged with governance.

Our cbnsideraﬁon of internal control over complianbe was for the limited pui'posé described in the Auditors® -ReSponsibilitiés for the
Audit of Compliance section above and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies in internal control over compliance and therefore, material weaknesses or significant
deficiencies may exist that were not identified. S ' - ‘ o ‘
Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, no such opinion is expressed. _ L o o Co
* ‘The purposé of this report on internal control over compliance is solelj} to deécribe the scope of our testing of ,ihtérrial control over
‘compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly, this report is not suifable
for any other purpose. oo ' : L ‘ -

ChoBs, Taswmir e CAAOTINTC,
. COMBS, TENNANT & CARPENTER, P.C. | -
Boone, North Catolina '

* March 24, 2023
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HOSPITALITY HOUSE OF NORTHWEST NORTH CAROLINA
June 30, 2022
Schedule of I‘mdmgs and Questloned Costs -

Seetion I, - -~ Summary of Auditors’ Results

Finar_lciai Staternents

Type of auditor’s report issued on whether the financial
- statements audlted were prepared in accordance to GAAP: Unmodlﬁed

Tnternal control over financial repdrting:

Material weakness(es) identiﬁed? : _ o X yes - no

Significant deficiency(s) indenﬁﬁed that ,
_are not considered to be material weaknesses? ' : yes © X nonereported

~ Noncompliance material to financial = :
~ financial statements noted ‘ ] . yes - X - 1o

Federal Awards
Iﬁtemal conirol over major federal programs:
Mate;rial Wea@ess(eé) idehtiﬂed_'? ‘ S K yes - X 1o
" Signiﬁcant deficiency(s) inden;ciﬁcd? : ‘ B ves ) X .po;;e reported
I‘ypg of auditér’s report:issued on cqmpliaﬁ_t;_e fof major federa} programs: Unmodiﬁed. o o
| Any audit ﬁndi'ngs..disclos.ed that are - | |
required to be reported in accordance . ‘ C . '
with2 CFR 200.516(a)7 = B L . yes . _no’
Ideqtiﬁcation of major federal. programs: |

CFDA Number Names of Federal Program or Cluster -
14.231 - . Emergency Solutions Grant

~ Dollar threshold used to distinguish - .
betvween Type A and Type BB Programs $750,000

Auditee qualified as 10W—risk,auditee_? ' o yes X no-,
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I-IOSPIT ALITY HOUSE OF NORTHWEST NORTH CAROLINA
- June 30,2022
Schedule of Findings and Questioned Costs

Finding: 2022-1

“Section Ii, Financial Statement Findings

MATERIAL WEAKNESS

Critetia:
Coodition: |
o Effect’:
Cause: .-

- Recommendation:

IViews of res.ponsible'

officials and planned
corrective actions: -

" Recommiendation:

Faﬂure in the operat:on of effectively deSIgned internal controls over s1gmﬁcant account
reconmhatlons

Reconclhatlons of significant cash and recelvables accounts were not routmely completed and
evaluated by management Wiﬂ’llﬂ ninety days of month-end.

Informatlon necessary to evaluate the' fmancial standing of the Orgamzat;on was not avaﬂable
timely and accur. ately : ‘

Staffing constraints and tirnover related to the COVID-19 pandemic, insufficient cross-
fraining in the finance position, insufficient staffing for the volume and cornplexxty of
transacuons processed : ‘

Management and the Board should ensure the ﬁnance department is sufficiently staffed. .
Processes related to the recording of financial data should be automated via software
apphcatlons to increase the- efﬁc1ency of mtemal record keepmg

Hospltahty House of Northwest North Carolina agrees with this finding, The fmance '

-department will be staffed sufficiently, procedures will be implemented to cross-train whete

possible. Since the 2021-22 Audit, additional part-time staff have been hired and cross-
trained. Management has since increased the finance staff to 80 hours per week, dedicating

E two full-time staff to this department. Software modules are being actively melemented to

streamline processes. - _ e
"Fmdmg 20222 :
MATERIAL WEAKNESS
Criteria: Management respon51b111ty for ﬂnanexal close procedures and reporting unde1 gener: ally
' ) accepted accounting principles (GAAP)
~ Condition: Matenal audlt adj ustinents woere required to prevent the Organlzahon s fmanclal statements
. from belng matenally rmsstated :
- Effect: May result in undetected errors and misStated'interi'm financial reports.
_Cause; Staffing constraints and turnover related to the COVDDql9 pandelmc and rellance on audit
journal entries for the peuod under audit,
Management should document which accounting procedures are needed to be completed ona

recurring basis to. detect material adjustments and ensure they are 1mp1emented and oper ating
effectlvely ‘ :
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Views of resp'onsibie
officials and planned

corrective actions: |

Finding: 2022-3

HOSPITALITY I-IOUSE OF NORTHWEST NORTH CAROLINA '
“June 30, 2022
Schedule of I‘mdmgs and Questloned Costs

Hospltahty House of Northwest North Carolina agrees with this ﬁndmg The Finance
department will be staffed sufficiently, as management has increased the finance staff to 80
hours per weels, dcdmatlng two full-tinje employees to this department to increase the
accuracy of mtenm financial reports used by management.

" MATERIAL WEAKNESS

Critetia:
~ Condition:

Eifect:

Cause:

Reécommendation:

Books and records should be mamtamed on the same basns as the financial statement reportmg
method of the 01 ganization, :

Management maintained books and fgcords on a hybrid basis of ¢ash and ’agqmal. :

Material audif adjustments were required to issue the Organization's financial statements in .

. accordance with accounting principles generally accepted in the United States of America.

Billing for grant receivables could be missed entirely, or submitted beyond penod of
performance requn ements causing potentlal revenue loss.

Growth of progr'ammatic services and num_ber of transactions, Management.an'd finance staff

recorded transactional data on the cash basis and were unable fo reconcile and make nocessary

acernal adjustments in a timely manner.

.- We recommend the Board allocate resources to the finance departmént so it may keep pace

with the increased programinatic demands of the Organization's size. Management should

_ utlhze the accrual functions of its finaricial software in 1ts recor dmg processes,

Views of responsible
officials and planned
- corrective actions:

Hospltahty House of Northwest North Carolina.agrees with thls ﬁndmg The finance
department will transition internal recording and reporting to the accrual baSIS, mcorporatmg
the related functions of its accountmg so&ware '

Section,iII.' _ Federal Award Findihgs and Question_éd Costs

None R‘eporte‘d‘ ;o
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FIOSPITALITY IOUSE OF NORTHWEST NORTH CAROLINA
' ‘ June 30,2022 ' ' ‘
Corrective Action Plan

Section 1. _ Financial Statement Findings.

Finding: 2022-1
Name of contact person:

- Corrective Action:

Proposed Completion Date:

Finding: . 20222
Name of contact person;

Corrective Action: -

Proposed Comipletion Date:

Finding: 2022-3
Name of contact person:

Corrective Action:

Tina Krause, Executive Director

Financial close process will be retooled to be more efficient and staffing responsibilities
altered to specifically address timeliness of significant account reconciliations.

June 30, 2023

Tina Krause, Executive Director
Financial cldsé';iroéess-will be retooled to be more officient and staffing responsibilities
altered to address cutoff and significant closing balance reconciliations and necessary

-~ adjustments.

June 30, 2023 .

“Tina Krause, Executive Director

Finance staff will maintain the books and records on the accrual basis of accounting and

- . utilize the related functions of its financial software.

Proposed Co'_mpletion Date:

June 30,2023 /

Section [, Federal Award Findings and Questioned Costs

o NonelRepérted' :

Section IV,  State Award Findiﬁgs and Questioned Costs

" None Reported
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Finding:

Status:

Finding:
Status;

Finding:

Status:

'Finding:

St_atus:

. Finding:

Status:

HOSPITALI’I‘Y HOUSE OF NORTHWEST NORTH CAROLINA '
: © June 30,2022
Prior Year Audlt Findings

. 2021-1

Reconcillatlons were more aceurate and happened more consistently. However, the investment, credit cald
line of credit, and reserve cash accounts were not reconciled appropriately. Processes have not improved

_ enough to ensure accurate and timely financial repomng Therefore the ﬁndmg was reissued in the current

audit as 2022-1.

2021—2 _
Areas of the the financial close process have improved. However, material audit adjustrnents were required

to propetly state. the finahcials on the accrual basis, Therefore the ﬁndmg was reissued in the current audit
as 2022-2. '

20213
_ Although a different major program was selected for testing than the one for Whlch this finding was issued,

no comphance ﬁndmgs were noted in the current fiscal pBI‘lGd audit. Therefore, thls ﬂndmg is consideted to
be corrected. ‘

2021-4

- The finding is no longer valid due to the followmg

6 Ne funding was necewed by the Or gamzatmn for the major pl() gram for wh1ch th]S ﬁndmg
applied.

o 2021-5 S
Corrected. ‘ ' '

Section TV. State Award Findings and Questioned Costs

None Reported
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Hospitality House of Noxthwest North Carolina
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2022

.. Federal State/ ) ,
‘ o Assistance . Pass-through  Fed. (Direct & ) Passed-through
* Grantor/Pass-through L ‘Listing - Grantor's Pass-through) State - ta -
Grantor/Pzonram Title : _ ' ' .. HNumber : Number Expenditures Expenditures Subrecipients
‘Federal Grants: '
Cash Programs:
u S; Depariment of Housinp and Urban Develngrhent
Passed-through NC Departinent of Health and Human Services - . i o
Hmergency Solutions Grant - 14,231 .3 986359 % - % -
Continium of Care Grants - . ‘14267 . ’ ‘ 236,788 - -
Total - ' . ‘ 1223147 - - -
Federal Emergency Management Apency ; B . .
' Emergency Food‘ and Shelter Nafionai Board Program 97,024 4,144 - -
Total assistance - federal progreins B . ‘ S TT1,227.291 - E
Total assistance : : . . . $ 1227291 % - § -

Notes to the Schedule of Expenditures of Federal State Financial Awards:

Note 1: Basis of Presentation . ) : ) o - ) :
. ‘The accompanying schedule of expenditurgs of Federal awards (SEFA) inciudes the Federal grantactivity of Hospitality House of Northwest North Carplina.
-, under the programs of the federal povernment for the year ended June 30, 2022. “The information in this SEFA is presented in accordance with the ’
' requirements of Title 2 US Code of Federal Regulations Part 200, Uniform Admiinistrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards. Because the Schedute presents only a selected porfion of the operations of Hospitality House of Northwest North Carolina, it is not infended to and -
gdoes not present the financial position, changes in net position, or cash flows of Hospitality House of Norihwest North Carolina. -

Note 2: Summary of Significant Accounting Policies _ . : : .
Expenditures reported in the SEFA are reported on the modified accrual basis of accounting. Such expenditures are recognized following the cost principles
comained in Uniform Guidance, wherein certain types of expenditures are not allowable or are limited as to reimburserient. =

Hospitality House of Northwest North Carolina has elected not to use the il)-pércent de minimis indirect cost rate as allowed under the Uniform Guidance.

32 -



