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PLLC

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Healing Housing, Inc.
Brentwood, Tennessee

OPINION

We have audited the financial statements of Healing Housing, Inc. (the “Organization”), which comprise the
statements of financial position as of December 31, 2022 and 2021, the related statements of activities,
functional expenses and cash flows for the years then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Organization as of December 31, 2022 and 2021, and changes in its net assets and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

BASIS FOR OPINION

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

RESPONSIBILITIES OF MANAGEMENT FOR THE FINANCIAL STATEMENTS

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

In preparing the financial statements, management is required to evaluate whether there are conditions or

events, considered in the aggregate, that raise substantial doubt about the Organization's ability to continue as
a going concern within one year after the date that the financial statements are available to be issued.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to 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
guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement when
it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations or the override
of internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

In performing an audit in accordance with GAAS, we:

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

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

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Organization's internal control. Accordingly, no such opinion
is expressed.

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

. Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Organization’s ability to continue as a going concern for
a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings and certain internal control-related matters
that we identified during the audits.

EMPHASIS OF MATTER
As discussed in Note 3 to the financial statements, the Organization has elected to change its method of

accounting for leases during the year ended December 31, 2022. Our conclusion is not modified with respect
to this matter.

Q&'}CPA'S “PLLC

Nashville, Tennessee
November 21, 2023



HEALING HOUSING, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2022 AND 2021

Cash

Accounts receivable

Prepaid expenses

Security deposits

Computer and software, net
Operating lease, right-of-use assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS

ASSETS

LIABILITIES

Accounts payable and accrued expenses
Participant liabilities

Operating lease liabilities

NET ASSETS
Without donor restrictions
With donor restrictions

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes to financial statements.

2022 2021
583,069 $ 535,579
4,018 3,018
5,442 6,964
6,000 6,000
- 860
61,400 -
659,929 $ 552,421
15,771 12,552
28,988 18,760
61,400 -
106,159 31,312
551,752 519,091
2,018 2,018
553,770 521,109
659,929 $ 552,421




REVENUE AND SUPPORT
Contributions

Fundraising

Participant fees

Donated goods and services
Interest income

Net assets released from restriction

TOTAL REVENUE AND SUPPORT

EXPENSES
Program services

Supporting services:
Management and general
Fundraising

TOTAL EXPENSES
CHANGE IN NET ASSETS
NET ASSETS - BEGINNING OF YEAR

NET ASSETS - END OF YEAR

See accompanying notes to financial statements.

HEALING HOUSING, INC.

STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

2022 2021
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
$ 551,794 $ 4995 $ 556,789 $ 640,141 $ - $ 640,141
148,706 - 148,706 141,895 - 141,895
21,585 - 21,585 30,222 - 30,222
30,254 - 30,254 - - -
1,876 - 1,876 28 - 28
4,995 (4,995) - 750 (750) -
759,210 - 759,210 813,036 (750) 812,286
559,360 - 559,360 362,719 - 362,719
78,249 - 78,249 56,494 - 56,494
88,940 - 88,940 53,400 - 53,400
726,549 - 726,549 472,613 - 472,613
32,661 - 32,661 340,423 (750) 339,673
519,091 2,018 521,109 178,668 2,768 181,436
$ 551,752 $ 2,018 $ 553,770 $ 519,091 $ 2,018 $ 521,109




HEALING HOUSING, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2022 AND 2021

CASH FLOWS FROM OPERATING ACTIVITIES
Change in net assets

Adjustments to reconcile change in net assets to net cash provided by

operating activities:
Depreciation
(Increase) decrease in:
Accounts receivable
Prepaid expenses
Operating lease, right-of-use assets
Increase (decrease) in:
Accounts payable and accrued expenses
Participant liabilities
Operating lease liabilities

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of computer software

NET CASH USED IN INVESTING ACTIVITIES
NET INCREASE IN CASH

CASH - BEGINNING OF YEAR

CASH - END OF YEAR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Operating cash flow - payments on operating leases
NONCASH ACTIVITIES:

Right-of-use assets obtained in exchange for new operating
lease liability

See accompanying notes to financial statements.

2022 2021
32,661 $ 339,673
860 904
(1,000) 750
1,522 2,772
(61,400) -
3,219 (6,838)
10,228 18,760
61,400 -
47,490 356,021
- (1,764)

- (1,764)
47,490 354,257
535,579 181,322
583,069 $ 535579
67,200 $ -
127,884 $ -




Salaries and wages

Payroll taxes

Advertising

Bank fees

Depreciation

Donated goods and services
Dues and subscriptions
Events

Grant writing

Information technology
Insurance

Miscellaneous

Occupancy

Participant benefits
Professional development
Professional fees

Repairs and maintenance
Supplies, printing, phone and postage
Travel

Utilities

TOTAL EXPENSES

HEALING HOUSING, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2022

Supporting Services

Management Total
Program and Supporting Total
Services General Fundraising Services Expenses
$ 158,525 $ 23,680 $ 20,625 $ 44,305 $ 202,830
10,253 1,533 1,334 2,867 13,120
13,681 2,037 17,212 19,249 32,930
1,297 278 5,466 5,744 7,041
645 215 - 215 860
27,354 2,900 - 2,900 30,254
9,920 1,654 1,654 3,308 13,228
- - 30,912 30,912 30,912
- - 6,927 6,927 6,927
3,274 784 2,031 2,815 6,089
9,615 238 - 238 9,853
2,286 947 546 1,493 3,779
94,148 2,016 - 2,016 96,164
174,768 - - - 174,768
3,313 - - - 3,313
7,252 37,889 - 37,889 45,141
10,726 - - - 10,726
12,088 3,222 2,233 5,455 17,543
6,750 147 - 147 6,897
13,465 709 - 709 14,174
$ 559,360 $ 78,249 $ 88,940 $ 167,189 $ 726,549

See accompanying notes to financial statements.



Salaries and wages
Payroll taxes

Advertising

Bank fees

Depreciation

Dues and subscriptions
Events

Insurance

Miscellaneous
Occupancy

Participant benefits
Professional development
Professional fees

Repairs and maintenance
Supplies, printing, phone and postage
Travel

Utilities

TOTAL EXPENSES

HEALING HOUSING, INC.

STATEMENT OF FUNCTIONAL EXPENSES

FOR THE YEAR ENDED DECEMBER 31, 2021

Supporting Services

Management Total
Program and Supporting Total
Services General Fundraising Services Expenses
$ 134,376 $ 12,800 $ 28,000 $ 40,800 $ 175,176
7,496 714 1,562 2,276 9,772
271 1,834 7,571 9,405 9,676
3,655 651 5,877 6,528 10,183
454 225 225 450 904
5,540 1,854 - 1,854 7,394
12,111 - - - 12,111
2,207 2,207 - 2,207 4,414
2,513 5,000 1,311 6,311 8,824
69,452 2,148 - 2,148 71,600
42,637 - 5,382 5,382 48,019
21,859 - - - 21,859
2,626 22,892 - 22,892 25,518
14,105 2,173 1,835 4,008 18,113
25,697 1,637 1,637 3,274 28,971
1,339 365 - 365 1,704
16,381 1,994 - 1,994 18,375
$ 362,719 $ 56,494 $ 53,400 $ 109,894 $ 472,613

See accompanying notes to financial statements.



HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2022 AND 2021

NOTE 1 - GENERAL
Healing Housing, Inc., (the “Organization”), was incorporated as non-profit organization in 2015,

under the laws of the State of Tennessee, to restore purposeful living to women in recovery from
drug and alcohol addiction by providing housing and supportive services.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (“GAAP”), which require the Organization to report
information regarding its financial position and activities according to the following net asset
classifications:

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions
and may be expended for any purpose in performing the primary objectives of the Organization.
These net assets may be used at the discretion of the Organization’s management and the board of
directors.

Net assets with donor restrictions: Net assets subject to stipulations imposed by donors and grantors.
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the
Organization or by the passage of time. Other donor restrictions are perpetual in nature, whereby
the donor has stipulated the funds be maintained in perpetuity. Net assets with donor restrictions at
year ended December 31, 2022 and 2021, relate to a donor initiated writing program and therefore
purpose restricted.

Donor restricted contributions are reported as increases in net assets without donor restrictions if
the restrictions expire (that is, when a stipulated time restriction ends or purpose restriction is
accomplished) in the reporting period in which the revenue is recognized. All other donor-restricted
contributions are reported as increases in net assets with donor restrictions, depending on the nature
of the restrictions. When a restriction expires, net assets are reclassified from net assets with donor
restrictions to net assets without donor restrictions in the statements of activities.

Computer and Software

Computer and software are stated at cost less accumulated depreciation. The Organization’s
capitalization policy is to capitalize any expenditure over $1,000. Depreciation is provided utilizing
the straight-line method over the estimated useful lives of the respective assets. Expenditures for
repairs and maintenance are charged to expense as incurred. When depreciable assets are disposed of,
the cost and related accumulated depreciation are removed from the accounts, and any gain (except
trade-ins) or loss is included in operations for the period.



HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2022 AND 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Contributions and Support

Contributions, including unconditional promises to give, are recognized as revenues in the period the
promise is made.

A contribution is conditional if an agreement includes a barrier that must be overcome and either a
right of return of assets transferred or right of release of a promisor’s obligation to transfer assets
exists. The presence of both a barrier and right of return or right of release indicates that a recipient is
not entitled to the contribution until it has overcome the barrier(s) in the agreement. Conditional
promises to give are not recognized until the barrier(s) in the agreement are overcome.

Unconditional contributions of cash and other assets, including contributions receivable
(unconditional promises to give), are recorded as revenue based upon any donor-imposed
restrictions on the date of the donor’s commitment or gift.

The Organization reports any gifts of property, equipment, or materials at the estimated fair value
at the date of gift as support without donor restrictions unless explicit donor restrictions specify how
the assets must be used. Gifts of long-lived assets with explicit restrictions as to how the assets are
to be used or funds restricted for the acquisition of long-lived assets are reported as net assets with
donor restrictions. Expirations of donor restrictions are recognized when the donated or acquired
long-lived assets are placed in service.

Donated services are recognized if they create or enhance non-financial assets, or the donated
service requires specialized skills, were performed by a donor who possesses such skills, and would
have been purchased by the Organization if not donated. Such services are recognized at fair value
as support and expense in the period the services are performed.

Fundraising revenue is generated at events held during the year and is recognized when the events
occur, which is when the Organization completes its performance obligation.

Revenue Recognition - Participant Fees

Participant fee income is related to the housing and supportive services provided for women and are
recognized when the programmatic performance obligation is completed. Participants pay a weekly
program fee, of which 60% will be returned upon completion of the six-month residence. The
participant savings balances are accrued by the Organization and presented as participant liabilities
in the statement of financial position.



HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2022 AND 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Program and Supporting Services

The following program and supporting services classifications are included in the accompanying
financial statements:

Program Services:

Recovery services - relates to providing housing and supportive services for women in
recovery from drug and alcohol addiction.

Supporting Services:

Management and General - relates to the overall direction of the Organization. These
expenses are not identifiable with a particular program or with fundraising but are
indispensable to the conduct of those activities and are essential to the Organization. Specific
activities include organizational oversight, business management, recordkeeping, budgeting,
financing and other administrative activities.

Fundraising - includes costs of activities directed toward appeals for financial support,
including special events. Other activities include the cost of solicitations and the creation and
distribution of fundraising materials.

Allocation of Functional Expenses

Expenses that can be directly attributed to a particular function are charged to that function. Certain
costs have been allocated among more than one activity based on objectively evaluated financial and
nonfinancial data or reasonable subjective methods determined by management. Salaries and related
taxes, insurance, advertising, travel, supplies, printing, postage, professional fees, other fees,
miscellaneous, information and technology and dues and subscriptions are allocated based on
estimates of time expended on those resources. Depreciation, utilities, and occupancy are allocated
based on utilized square footage of the related use of the property.
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HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2022 AND 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Leases

The Organization made an accounting policy election available under Topic 842 not to recognize right-
of-use (“ROU”) assets and lease liabilities for leases with a term of 12 months or less. For all other
leases, ROU assets and lease liabilities are measured based on the present value of future lease payments
over the lease term at the commencement date of the lease (or January 1, 2022, for existing leases upon
the adoption of Topic 842). The ROU assets also include any initial direct costs incurred and lease
payments made at or before the commencement date and are reduced by any lease incentives. To
determine the present value of lease payments, the Organization used the discount rate implicit in the
lease agreement, if readily determinable. For leases in which the rate implicit in the lease agreement is
not readily determinable, the Organization made an accounting policy election available to non-public
companies to utilize a risk-free borrowing rate, which is aligned with the lease term at the lease
commencement date (or remaining term for leases existing upon the adoption of Topic 842).

Future lease payments may include fixed rent escalation clauses or payments that depend on an index,
which is initially measured using the index or rate at lease commencement. Subsequent changes of an
index and other periodic market-rate adjustments to base rent are recorded in variable lease expense in
the period incurred.

Advertising and Marketing

Advertising and marketing costs are expensed as incurred and totaled $32,930 for 2022 ($9,676 for
2021).

Use of Estimates

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

Income Taxes

The Organization qualifies as a not-for-profit organization exempt from federal income taxes under
Section 501(c)(3) of the Internal Revenue Code. Accordingly, income taxes are not provided. The
Organization files a U.S. federal Form 990 for organizations exempt from income tax.

Management performs an evaluation of all income tax positions taken or expected to be taken in the
course of preparing the Organization’s income tax returns to determine whether the income tax
positions meet a “more likely than not” standard of being sustained under examination by the
applicable taxing authorities. Management has performed its evaluation of all income tax positions
taken on all open income tax returns and has determined that there were no positions taken that do not
meet the “more likely than not” standard. Accordingly, there are no provisions for income taxes,
penalties or interest receivable or payable relating to uncertain income tax positions in the
accompanying financial statements.
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HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2022 AND 2021

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Events Occurring After Reporting Date

The Organization has evaluated events and transactions that occurred between December 31, 2022
and November 21, 2023, the date that the financial statements were available to be issued, for
possible recognition or disclosure in the financial statements.

NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLE

In February 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards
Codification (“ASC”) Topic 842, Leases, to increase transparency and comparability among
organizations related to their leasing arrangements. The update requires lessees to recognize most leases
on their statement of financial position as a ROU asset representing the right to use an underlying asset
and a lease liability representing the obligation to make lease payments over the lease term, measured
on a discounted basis. Topic 842 also requires additional disclosure of key quantitative and qualitative
information for leasing arrangements. Similar to the previous lease guidance, the update retains a
distinction between finance leases (similar to capital leases in Topic 840, Leases) and operating leases,
with classification affecting the pattern of expense recognition in the statements of activities. The
Organization adopted Topic 842 on January 1, 2022, using the optional transition method to the modified
retrospective approach, which eliminates the requirement to restate the prior-period financial statements.

The Organization elected the "package of practical expedients" under the transition guidance within
Topic 842, in which the Organization does not reassess (1) the historical lease classification, (2) whether
any existing contracts at transition are or contain leases, or (3) the initial direct costs for any existing
leases.

The Organization has not elected to adopt the “hindsight” practical expedient, and therefore will measure
the ROU asset and lease liability using the remaining portion of the lease term upon adoption of ASC
842 on January 1, 2022.
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HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2022 AND 2021

NOTE 3 - CHANGE IN ACCOUNTING PRINCIPLE (CONTINUED)

The Organization determines if an arrangement is or contains a lease at inception, which is the date on
which the terms of the contract are agreed to, and the agreement creates enforceable rights and
obligations. A contract is or contains a lease when (i) explicitly or implicitly identified assets have been
deployed in the contract and (ii) the Organization obtains substantially all of the economic benefits from
the use of that underlying asset and directs how and for what purpose the asset is used during the term
of the contract. The Organization also considers whether its service arrangements include the right to
control the use of an asset.

Adoption of Topic 842 resulted in the recording of additional ROU assets and lease liabilities related to
the Organization’s operating leases of approximately $128,000, at January 1, 2022. The adoption of the
new lease standard did not materially impact net earnings or cash flows and did not result in a
cumulative-effect adjustment to the opening balance of net assets.

NOTE 4 - LIQUIDITY AND AVAILABILITY

Financial assets available for general expenditure, that is, without donor or other restrictions limiting
their use, within one year of the statement of financial position date, comprise the following at
December 31:

2022 2021
Financial assets at year end:
Cash $ 583,069 § 535,579
Accounts receivable 4,018 3,018
587,087 538,597
Less amounts not available to be used within one year:
Net assets with donor restrictions 2,018 2,018
Financial assets available to meet general expenditures
over the next twelve months $ 585,069 $ 536,579

NOTE 5 - CONCENTRATION OF CREDIT RISK

The Organization maintains cash balances at financial institutions whose accounts are insured by
the Federal Deposit Insurance Corporation (“FDIC”) up to statutory limits. The Organization’s cash
balances may, at times, exceed statutory limits. The Organization has not experienced any losses in
such accounts and management considers this to be a normal business risk.
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HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2022 AND 2021

NOTE 6 - COMPUTER AND SOFTWARE

Computer and software consist of the following as of December 31:

2022 2021
Computer and software $ 3,580 $ 3,580
Less accumulated depreciation (3,580) (2,720)
$ - $ 860

NOTE 7 - LEASES

The Organization leases two buildings under operating lease agreements that have initial term of
two years. The leases contain termination options, where the rights to terminate are held by either
the Organization, the lessor or both parties. Operating lease cost is recognized on a straight-line
basis over the lease term.

The components of lease expense are as follows for the year ended December 31, 2022:

Total lease cost $ 67,200

Total rent expense for operating leases was $71,600 for the year ended December 31, 2021.
Additional information related to leases is as follows as of December 31, 2022:

Operating leases:
Operating lease right-of-use assets § 61,400

Operating lease liabilities, current $ 61,400

Weighted-average remaining lease term:
Operating leases 0.92 years

Weighted-average discount rate:
Operating leases 0.78%

-14-



HEALING HOUSING, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

DECEMBER 31, 2022 AND 2021

NOTE 7 - LEASES (CONTINUED)

Future undiscounted cash flows and a reconciliation to the lease liabilities recognized on the statement
of net assets are as follows for the year ended:

Leases
For the year ended December 31: $§ 61,600
Less imputed interest 200
Total present value of lease liabilities $§ 61,400

Future minimum lease commitments as determined under Topic 840, for all non-cancelable leases
are as follows for the year ended December 31:

2022 $ 67,200
2023 61,600
5128800

NOTE 8 - IN-KIND CONTRIBUTIONS

In-kind donations of goods and services recognized by Organization as in-kind revenue and related
expenses for the years ended December 31 consisted of the following:

2022 2021
Facilities $ 2,900 $ -
Furniture 1,000 -
Gift cards 2,592 -
Clothing and houshold items 2,850 -
Hearing aids 5,155 -
Services 14,257 -
Food and other 1,500 -

$ 30,254 $ -

The Organization was provided various professional services, including event photography,
architectural design, hearing care and other services, at no cost. Such services are valued and reported
at the estimated fair value in the financial statements based on current market rates for such services.
There are no donor-imposed restrictions associated with any of the gifts in-kind.
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