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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Hawthorn Hill
Des Moines, lowa

I bave audited the accompanying financial statements of Hawthorn Hill which comprise the statements of
financial position as of June 30, 2016 and the related statements of activities, functional expenses, and cash flows
for the year then ended and the related notes to the financizl statements,

Management’s Responsibility for the Financial Statentents

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

Aunditor’s Respansibility

My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit
in accordance with auditing standards generally accepted in the United States of America, Those standards
require that | plan and perform the audit to obtain reasonable assurance about whether the financial statements
are free of material misstatement.

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

I believe that the audit evidence T have obtained is sufficient and appropriate to provide a basis for my audit
opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Hawthorn Hill as of June 30, 2016 and the results of its operations and its cash flows for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Prior Year Financial Statements
The financial statements of Hawthorn Hill as of June 30, 2015 were auditied by another auditor whose report
dated October 28, 2015 expressed an unmodified opinion on those statements,

Donald W. Croghan, CPA, PC M W, a"’j“‘“", CrA, i

Knoxville, [A 50138
August 31, 2016

109 East Main e Knoxville, lowa 50138 = (641) 842-5821 ¢ (641) 842-5329 Fax
www.doncroghan.com



Hawthorn Hill

STATEMENTS OF FINANCIAL POSITION

ASSETS

Cash and cash equivalents
Funds held by others
Certificates of deposit
Government grants receivable
Promises to give {(note 2)
Other receivables
Prepaid expenses

Total current assels

Other Assets

June 30, 2016 and 2015

Beneficial interest in asset held by others (note 3)
Property and equipment, net of accum. depr. {(note 3)

Total other assets
TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current Liabilities

Accounts payable

Accrued expenses

Client escrow

Tenant security deposits

Current portion of long term liabilities
Total current liabilities

Long Term Liabilities
Notes payable (note 6)
[Less current poriont
Total long-term liabilities

Net assels
Unrestricted
Temporarily restricted net assets (note 7)
Permanently restricted net assets (note 7)
Total net assets

TOTAL LIABILITIES AND NET ASSETS

2016 2015

$ 67,108 5§ 34512
302,913 293,409
60,234 60,163
2,099 15,314

8,800 9,000

- 35

9,977 9,149
451,131 421,582
5,545 5,881
1,594,037 1,493,599
1,599,582 1,499 480

$ 2.050,713 $ 1,921,062
$ 3317 § 4,759
30,109 31,269
12,303 14,705
10,851 9,701
7.033 1,250
63,613 61,684
72,862 8,123

{ 7.033 ( 1,250)
65,829 6,873
1,876,726 1,832,374
39,445 15,031
5,100 5,100
1,921,271 1,852,505

$ 2,050,713 $ 1,921,062




Hawthorn Hill
STATEMENT OF ACTIVITIES
Year ended June 30, 2016

Temporarily ~ Permanently

Unrestricted Restricted Restricted Total
Operating revenues and support
Contributions 8 323933 % 39,000 § - % 362,933
lowa Annual Conference 9.000 9,000 - 18,000
United Way 92,523 - - 92.523
Government operating grants 3,758 - - 93,758
Program fees 147,482 - - 147,482
Contracts 36,000 - - 36,000
Investment return ~ { 336) = { 336)
Other income 260 - - 260
Net assets released from restrictions 23,250 ( 237250) - -
Total operating revenues and support 726,206 24,414 - 750,620
Expenses:
Program services
New Directions Shelter 307,111 - - 307,111
The Home Connection 315,408 - - 315408
Support services
Management and general 83,281 = - - 83,281
Fund raising 26,236 - - 26,236
Total operating expenses 732,036 - - 732,036
Excess (deficiency) of operating revenues and
support over operating expenses (5,830) 24,414 - 18,584
Nonoperating revenues and support
Contributions and grants for capital acquisition 50.182 - - 50,182
Total nonoperating revenues and support 50,182 - - 50,182
Change in net assets 44,332 24,414 - 68,766
Net assets June 30, 2015 1,832,374 15,031 3,100 1,852,505
Net assets June 30, 2016 $ 1,876,726 £ 39445 % 3,100 § 1921271

See notes to financial statements



Hawthorn Hill
STATEMENT OF ACTIVITIES
Year ended June 30, 2015

Temporarily ~ Permanently
Unrestricted Restricted Restricted Total

Operating revenues and support

Contributions $ 306,835 8 - 5 - b 306,835
lowa Annual Conference 11,000 9,000 - 20,000
United Way 106,080 - - 106,080
Government operating grants 151,056 - - 151,056
Program fees 119,102 - - 119,102
Contracts 13,000 - - 15,000
Investment return 137 ( 118) - 19
Other income ( 108) - ( 108)
Net assets released from restrictions 9.000 { 9.000) 2 -
Total operating revenues and support 718,102 { 118) 717,984
Expenses:
Program services
New Directions Shelter 302,931 - - 302,931
The Home Connection 303,028 - - 303,028
Support services
Management and general 87,888 - - ' 87,888
Fund raising 22,485 - - 22 485
Total operating expenses 716,332 - - 716,332
Excess (deficiency) of operating revenues and
support over operating expenses 1,770 ( 118) - 1,652
Nonoperating revenues and support
Contributions and grants for capital acquisition 45,554 5,250 - 50,804
Total nonoperating revenues and support 45,554 3,250 - 50,804
Change in net assefs 47,324 5,132 - 52,456
Net assets June 30, 2014 1,785,050 9,899 5,100 1,800,049
Net assets June 30, 2015 $ 1,832.374 5 15,031 $ 3,100 § 1,852,505

See notes to financial statements
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Hawthorn Hill
STATEMENTS OF CASH FLOWS
Year ended June 30, 2016 and 2015

2015 2015

Cash flows from operating activities
Change in net assets 8 68,766 3 52,456
Adjustments to reconcile chiange in net assets to net cash

provided by operating activities

Depreciation 90,306 92,163

Contributions and grants for capital acquisition { 50,182) ( 50,804)

Net investment losses (return) restricied for endowment 336 { 118)
{Increase) decrease in:

Government grants receivable 13,215 ( 4235)

Other receivables 235 7,092

Prepaid expenses ( 829) ( 502)
Increase (decrease) in:

Accounts payable and accrued liabilities ( 2,601) 10,591)

Advances - { 23,334)

Client escrow ( 2,402) ( 3,399)

Tenant security deposits 1,150 3,051
Net cash provided by operating activities 117,994 65,825
Cash flows from investing activities

Purchase of funds held by others { 9,504) { 21,794y

Purchase of certificates of deposit ( 71) { 30,037

Purchase of property and equipment ( 190,744) { 57,319)
Net cash used in investing activities ( 200319) { 109,150)
Cash flows from financing activities

Contributions and grants received for capital acquisition 50,182 50,804

Advances on long-term liabilities 70,000 -

Payments on note payable ( 5,261) -
Net cash provided by financing activities 114,921 50,804
Net increase in cash and cash equivalents 32,596 7,479
Cash and cash equivalents at beginning of year 34,512 27,033
Cash and cash equivalents at end of vear 3 67,108  § 34,512

See notes to financial statements



Hawthorn Hill
NOTES TO FINANCIAL STATEMENTS

Note 1 Organization and Significant Accounting Policies

Organization

Hawthorn Hill (the “Organization”) is organized as an lowa Nonprofit Corporation. The Organization is organized to perform
the foilowing activities.

- To establish and operate housing programs for homeless families with children

- To provide services to assist families with children in achieving economic self-sufficiency

- To identify, investigate, educate and seek solutions to the root causes of homelessness areas
Programs offered include emergency shelter services for homeless women with children and transitional housing.

Basig of Accounting

The financial statements of Hawthorm Hill have been prepared on the accrual basis of accounting and accordingly reflect all
significant receivables, payables and other liabilities.

Financial Statement Presentation

Financial statement presentation follows the recommendations of the Financial Accounting Standards Board (FASB). Under
FASB ASC 938; the Organization is required to report information regarding its financial position and activities according to
three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net assets.

Unrestricted net assets are those assets which are neither temporarily or permanently restricted by donor-imposed stipulations
and represent the portion of expendable assets available for support of Organization operations.

Temporarily restricted net assets represent contributions or other inflows of assets whose use by the Organization is limited by
donor-imposed stipulations that either expire by passage of time or can be fulfilled by actions of the Organization pursuant to
those stipulations.

Permanently restricted net assets represent contributions or other inflows of assets whose use by the Organization is limited by
donor-impased stipulations that neither expire by passage of time nor can be fulfilled or otherwise removed by actions of the
Organization.

Concentrations

The Organization maintains cash balances at two financial institutions located in Des Moines, Towa which may exceed
federally insured limits. The Organization has not experienced any losses in such accounts and believes it is not exposed to
any significant credit risk on cash and cash equivalents.

Income Taxes

The Organization is exempt from federal and state income taxes under Section 501(c)(3) of the Internal Revenue Code and
Section 422.34 of the lowa Code and is not a private foundation under section 509(a) of the Internal Revenue Code.



Hawthorn Hill
NOTES TO FINANCIAL STATEMENTS

Note 1 Organization and Significant Accounting Policies (continued)

Use of Estimales

The preparation of financial statements in accordance with generaily accepted accounting principles requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting

period. Actual results could differ from those estimates

Cash and Cash Equivalents

Cash and cash equivalents include amounts in bank demand deposits.
Certificates of Deposit
Certificates of deposit include all certificates of deposit and are carried at cost which approximates fair value.

Funds held by others

Funds held by others represent the Organization’s interest in a pooled money market fund and certificates of deposit held by
the Community Foundation of Greater Des Moines and are subject to credit risks, including loss of principal.

Beneficial interest in assets held by others

The Organization’s beneficial interest in assets held by others is carried at the fair value of the underlying assets as reported to
the Organization.

Fair value of financial instruments

Due ta the short termn nature of cash and cash equivalents, receivables, funds held by others, prepaid expenses, accounts
payable and accrued expenses, their fair value approximates carrying value,

Property and Equipment

Significant acquisitions of property and equipment or repairs, maintenance or betterments that materially prolong the useful
lives of assets are capitalized. Property and equipment are carried at cost or the fair value of the property contributed.

Depreciation on building and equipment and vehicles is computed using the straight-line method over the useful lives of the
assets ranging from 3 to 30 years.

Client Escrow

The Organization retains a percentage of program fees for the benefit of clients. The fees are returned to the client upon
successful completion of the program,



Hawthorn Hill
NOTES TO FINANCIAL STATEMENTS

Note 1 Organization and Significant Accounting Policies (continued)
Contributions

All contributions are considered to be available for unrestricted use unless specifically restricted by the donor. Amounts
received that are designated for future periods or are restricted by the donar for specific purposes are reported as temporarily
restricted support. When a donor restriction expires (i.e., when a stipulated time restriction ends or a purpose restriction is
accomplished}, temporarily restricted net assets arc reclassified to unrestricted net assets and reporied in the statement of
activities as temporarily restricted net assets released from restrictions. However, if a restriction is fulfilled in the same
reporting period in which the contribution is received, the Organization reports the support as unrestricted.

Contributed property and equipment is recorded at fair value at the date of donation. If donors stipulate how long the assets
must be used, the contributions are recorded as restricted support. In the absence of such stipulations, contributions are
recorded as unrestricted support. Contributions of cash or other assets restricted to the acquisition of long-lived assets are
reported as restricted support.

The Organization uses donated services from organizations and individuals in its programs. No amounts have been reflected
in the financial statements for donated services.

The Organization is dependent on contributions of time, money and governmental grants for continued operation. Significant
reductions in support from these sources could jeopardize the Organization's ability to operate.

Note 2 Promises to give

Unconditional promises to give consist of the following at June 30, 2016 and 2015.

2016 2015
Operations $ 8,800 § 9,000
Amounts receivable in less than one year 8 8,800 & 9,000

Note 3 Beneficial Inferest in Assets Held by Others
The Organization has established the Hawthorn Hill Endow Iowa Fund with the Community Foundation of Greater Des
Moines (The Foundation) to be used as a permanent endowment fund for the benefit of the Organization. The assets are the

property of The Foundation which controls the investment and management of the fund. Distributions to be received by the
Organization and are based on the fund agreement.

Endowment Fund

The Hawthorn Hill Endow lowa Fund is a permanent endowment established under the terms of Endow fowa legislation. In
accordance with the terms of the endow lowa legislation, distributions not to exceed five percent {(5%) of the

- 10 -



Hawthorn Hill
NOTES TO FINANCIAL STATEMENTS

Notie 3 Beneficial Interest in Assets Held by Others (continued)

fund balance as of December 3] of the previous year may be made each year. Net income in excess of distributions,
administrative fees, and direct expenses are to remain in the fund,

Interpretation of Relevant Law

The Board of Directors of Hawthorn Hill has interpreted the lowa Uniform Prudent Management of Institutional Funds Act
(IUPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date of the donor-restricted
endowment funds absent explicit donor stipulations to the contrary, As a result of this interpretation, the Organization
classifies as permanently restricted net assets (a) the original value of gifts donated to the permanent endowment, (b) the
original value of subsequent gifis to the permanent endowment, and (¢) accumulations to the permanent endowment made in
accordance with the direction of the applicable donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund that is not classified in permanently restricted net assets is
classified as temporarily restricted net assets until those amounts are appropriated for expenditure by the organization in a
manner consistent with the standard of prudence prescribed by the IUPMIFA. In accordance with the TUPMIFA the
Organization considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds:

(1) The duration and preservation of the fund

(2} The purposes of the Organization and the donor-restricted fund

(3) General economic conditions

{4)The possible effects of inflation and deflation

{3} The expected total return from income and the appreciation of investments

{6) Other resources of the Organization

Return Objectives, Risk Parameters and Strategies Employed for Achieving Objectives
Investinents of the endowment funds are the assets of the Community Foundation of Greater Des Moines which determines
the investment and management of the funds rather than the Organization. The assets are invested in the Foundation’s “Long

Term Growth Portfolio” and are subject to investment risks, including loss of principal,

Hawthorn Hill Endow Towa fund net assets as of June 30, 2016 and 2015 follow;

2016 2015
Temporarily Restricted i 445 § - 781
Permanently Restricted 5,100 5.100

Total b 5545 § 5,881

11 =



Hawthomn Hill

NOTES TO FINANCIAL STATEMENTS

MNote 3 Beneficial Interest in Assets Held by Others {continued)

Changes in the Hawthorn Hill Endow Towa fund net assets for the year ended June 30, 2016 and 2015 follow:

Net assets June 30, 2014
Investment income
Net realized gains
Net unrealized losses
Administrative expenses
Net assets June 30, 2013
Investment income
Net realized gains
Net unrealized losses
Administrative expenses
Net assels June 30, 2016

Note 4 Investment Return

Temporarily ~ Permanently

Restricted Restricted Total
899 § 5100 8 3999
118 -
125 -
11D - {
250) - { 230)

781 % 5,100 % 5,881

The following summarizes investment retirn for the years ended June 30, 2016 and 2013,

Investment income

Net realized gains

Net unrealized losses
Administrative expenses
Total

Investment income

Net realized gaing (losses)
Net unrealized gains
Administrative expenses
Total

105 -
142 -
333) - ( 333
250) - { 250)
445 % 5,100 § 5,545
2016
Temporarily
Unrestricted Restricted
- 5 105 § 105
= 142 142
- ( 333 333)
- { 250) 250)
5 ( 336) § 336)
2015
Temporarily
Unrestricted Restricted
137 % 118 § 255
- 125 125
- ( 111} 111)
- { 230) 230}
137 % 118 § 19

—-]2-



Hawthorn Hill
NOTES TO FINANCIAL STATEMENTS

Note 3 Property and Equipment

Property and equipment consists of the following at June 30, 2016 and 2015.

2016 2015

Land 5 252,580 8 252,580
Building and improvements 2,387,382 2,196,315
Furniture and equipment 112,508 105,028
Vehicles 33,836 33,836

2,786,306 2,587,739
Accumulated depreciation ( 1,192,269) { 1,101,963)

1,594,037 1,485,796
Construction in progress 7,803
Net property and equipment § 1,5394037 § 1,493,599

Note 6 Note Payable

Notes payable at June 30, 2016 and 2015 consist of the following:

2016 2015
Note payable — Polk Co. Housing Trust Fund for
property, 0% interest, monthly pymt of $104 5 3,623 $ 8,123
Note payable — Great Western Bank to purchase
property, 4.25% interest, monthly pymt of $529,
matures May, 2021 69.239 -
§ 72,862 $ 8,123
Current portion {__7.033) {1.250)
b 65,829 ¥ 6,873

Maturities of the note are as follows:

Years ending June 30

2017 5 7,035
2018 3,560
2019 3.717
2020 3,873
2021 54,679

Total $ 72,862



Hawthorn Hill
NOTES TO FINANCIAL STATEMENTS

Note 7 Net Assets

Temporarily restricted net assets are available for the following periods or purposes at June 30, 2016 and 2015,

2016 20135

New Directions Shelter .

Towa Annual Conference, fime restriction b 9,000 % 9,000

Restricted for playground renovation 3,250

Anonymous donation, time restriction 30,000
Hawthorn Hill Endow lowa Fund

Time restriction 443 781
Total temporarily restricted net assets 3 39445 § 15,031

At June 30, 2016 and 2015 permanently restricted net assets are restricted for the Organization’s permanent endowment.

2016 2015

Permanently restricted net assets 3 5100 % 5,100

Note 8 Line of Credit

At June 30, 2016 the Organization has a line of credit in the amount of $150,000 with a local financial institution. The line of
credit bears interest at an initial rate of 4.25% and may change annually based upon a national prime rate. No amounts were
borrowed by the Organization under the line of credit during 2016.

Note 9 Retirement Plan

The Organization has a defined contribution retirement plan which covers employees who have met specific eligibility
requirements. Under the plan the Organization is required to match employee contributions equal to a maximum of 3 percent
of covered employee compensation. Total retirement plan cost was $8,090 and 57,384 for the years ended June 30, 2016 and
20135, respectively.

Note 10 Commitments and Contingencies

The Organization is committed under various grants and agreements to restrict, for varying periods of time, the availability of
certain properties to “Affordable Housing” or similar restrictive uses. In the event of default, funds received under the grapts
or agreements may be repayable to the granting oreanizations. Further, in the event of the sale of the properties, all or a
portion of proceeds of the sale may be repayable to the granting organizations. The potential amount of repayments under the
grants and agreements has not been determined.

Note 11 Subsequent Events
The Organization has evaluated events and transactions occurring after June 30, 2016 for potential items required to be

recognized or disclosed in the financial statements. Subsequent events were evaluated through August 31, 2016, the date the
financial statements were available to be issued.

.



