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r C Bernard Robinson & Company, L.L.P.

Independent Auditor's Report

To the Board of Directors
Mountain Housing Opportunities, Inc.
Asheville, North Carolina

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of Mountain Housing Opportunities, Inc. (a
nonprofit organization) (the "Organization"), which comprise the consolidated statements of financial
position as of December 31, 2021 and 2020, and the related consolidated statements of activities and changes
in net assets, functional expenses, and cash flows for the years then ended, and the related notes to the
financial statements.

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Mountain Housing Opportunities, Inc. as of December 31, 2021 and 2020, and the 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 audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Our responsibilities under those standards are
further described in the Auditor's Responsibilities for the Audit of 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 audit. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibility of Management for the Financial Statements

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, 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 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.

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 generally accepted auditing standards and
Government Auditing Standards will always detect a material misstatement when it exists.
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Auditor's Responsibilities for the Audit of the Financial Statements (Continued)

The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control. Misstatements are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on the financial
statements.

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

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

e Identify and assess the risks of material misstatement of the consolidated 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 consolidated financial statements.

e 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.

e 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
consolidated financial statements.

e 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 audit.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements
as a whole. The accompanying supplementary information, as listed on the table of contents, is presented
for purposes of additional analysis as required by the Uniform Financial Reporting Standards issued by the
U.S. Department of Housing and Urban Development, Office of the Inspector General, and is not a required
part of the consolidated financial statements. The accompanying schedule of expenditures of federal
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 consolidated 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 consolidated financial statements. The information has been
subjected to the auditing procedures applied in the audits of the consolidated financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the consolidated 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 consolidated financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 29, 2022,
on our consideration of the Organization's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the Organization's internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the
Organization's internal control over financial reporting and compliance.

Bmwﬂ /?Mm% Cvmpmugr, 550

Greensboro, North Carolina
June 29, 2022
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Consolidated Statements of Financial Position
December 31, 2021 and 2020

2021 2020
Assets
Current Assets:
Cash and cash equivalents $ 2,713,331 $ 2,565,239
Accounts receivable, operations 413,179 470,528
Development fee receivable 653,176 -
Grants and contributions receivable 263,621 277,520
Restricted deposits and funded reserves 2,952,486 2,517,909
Development advances 30,988 4,441
Real estate held for development, current 1,711,079 1,340,673
Other current assets 256,824 201,586
Total current assets 8,994,684 7,377,896
Notes receivable, home-ownership, net 4,610,275 4410913
Property and equipment, net 14,481,450 15,608,038
Development and construction in progress, long-term 4,054,280 861,759
Real estate held for development, long-term 1,401,074 1,744,852
Notes receivable, related projects 8,481,727 8,406,555
Investments in projects 817 817
Total assets $ 42,024,307 $ 38,410,830
Liabilities and Net Assets
Current Liabilities:
Current maturities of long-term debt $ 1,278,287 $ 1,177,587
Current portion of capital lease obligations 6,296 6,296
Accounts payable 222,043 167,380
Accrued expenses 179,677 229,042
Deferred revenue 157,991 76,738
Total current liabilities 1,844,294 1,657,043
Tenant security deposits 116,848 123,189
Capital lease obligations, net of current portion 8,891 11,067
Long-term debt, net of current maturities and debt issuance costs 13,406,201 13,214,863
Total liabilities 15,376,234 15,006,162
Net Assets:
Without donor restrictions 15,849,238 12,945,047
With donor restrictions 10,798,835 10,459,621
Total net assets 26,648,073 23,404,668

See Notes to Consolidated Financial Statements

$ 42,024,307

$ 38,410,830
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MOUNTAIN HOUSING OPPORTUNITIES, INC.

Consolidated Statements of Activities and Changes in Net Assets

Years Ended December 31, 2021 and 2020

2021 2020
Without Donor With Donor Without Donor With Donor
Restrictions Restrictions Total Restrictions Restrictions Total
Revenue and Other Support:
Grants - governmental $ 434500 $ 1,102,180 $ 1,536,680 $ 796,744 $ 735,792 $ 1,532,536
Grants - private and local 29,650 1,617,112 1,646,762 236,866 515,000 751,866
Contributions 415,040 - 415,040 166,073 - 166,073
Developer and consulting fees 968,892 - 968,892 112,974 - 112,974
Rental revenue 3,895,257 - 3,895,257 3,707,343 - 3,707,343
Incentive management fees 290,839 - 290,839 261,336 - 261,336
Interest 339,844 46,523 386,367 189,893 82,074 271,967
Miscellaneous 191,891 - 191,891 201,253 - 201,253
Net assets released from restrictions 2,426,601 (2,426,601) - 1,587,721 (1,587,721) -
Total revenue and other support 8,992,514 339,214 9,331,728 7,260,203 (254,855) 7,005,348
Expenses:
Program services 5,939,060 - 5,939,060 5,403,945 - 5,403,945
Supporting services 290,848 - 290,848 269,652 - 269,652
Total expenses 6,229,908 - 6,229,908 5,673,597 - 5,673,597
Other gains and (losses):
In-kind revenue - - - 1,400 - 1,400
Gain on sale of real estate held for development 51,544 - 51,544 193,634 - 193,634
Gain (loss) on disposal of property and equipment 177,199 - 177,199 (2,557) - (2,557)
Net present value adjustment on homeowner notes (87,158) - (87,158) (77,051) - (77,051)
141,585 - 141,585 115,426 - 115,426
Increase in net assets 2,904,191 339,214 3,243,405 1,702,032 (254,855) 1,447,177
Net assets, beginning 12,945,047 10,459,621 23,404,668 11,243,015 10,714,476 21,957,491
Net assets, ending $ 15,849,238 $ 10,798,835 $ 26,648,073 $ 12,945.047 $ 10,459,621 $ 23,404,668

See Notes to Consolidated Financial Statements
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Consolidated Statement of Functional Expenses

Year Ended December 31, 2021

Salaries and benefits
Program fees

Insurance

Development and construction
Professional fees

Travel

Office expense
Equipment expense
Professional development
Bad debt expense

Other expenses

Rental expenses

Total functional expenses before
depreciation and interest

Depreciation
Interest - debt issuance costs
Interest

Total expenses

Program Services

Supporting Services

Community
Home- Emergency Rental MHO Management
Ownership Repair Investments Loan Fund Total and General Fund-raising TOTAL
$ 314,139 § 241,639 765,123  $ 217,147 $ 1,538,048 $ 101,255  $ 66,799 $ 1,706,102
939 4,939 151,739 4,531 162,148 6,343 23,938 192,429
17,589 9,719 14,414 3,298 45,020 8,214 1,995 55,229
15,289 474,394 74,523 461 564,667 - - 564,667
11,981 4,884 40,277 9,115 66,257 21,545 13,456 101,258
6,103 577 1,187 18 7,885 33 900 8,818
12,529 10,214 27,957 6,808 57,508 10,770 8,826 77,104
3,245 2,020 7,351 1,836 14,452 2,244 3,315 20,011
513 119 4,553 363 5,548 150 906 6,604
- - 27,979 68,965 96,944 - - 96,944
292 121 1,879 140 2,432 1,101 64 3,597
- - 2,607,264 - 2,607,264 - - 2,607,264
382,619 748,626 3,724,246 312,682 5,168,173 151,655 120,199 5,440,027
- 568 489,103 623 490,294 17,521 - 507,815
- - 6,075 - 6,075 - - 6,075
1,329 826 237,324 35,039 274,518 1,034 439 275,991
1,329 1,394 732,502 35,662 770,887 18,555 439 789,881
$ 383,948  § 750,020 4,456,748  § 348,344 § 5,939,060 $ 170,210  § 120,638 $ 6,229,908

See Notes to Consolidated Financial Statements
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Consolidated Statement of Functional Expenses

Year Ended December 31, 2020

Salaries and benefits
Program fees

Insurance

Development and construction
Professional fees

Travel

Office expense
Equipment expense
Professional development
Bad debt expense

Other expenses

Rental expenses

Total functional expenses before
depreciation and interest

Depreciation
Interest - debt issuance costs
Interest

Total expenses

Program Services

Supporting Services

Community
Home- Emergency Rental MHO Management
Ownership Repair Investments Loan Fund Total and General Fund-raising TOTAL
$ 334415  $ 244,219 649,144  $ 177,646 $ 1,405,424 $ 89,263  § 60,426 $ 1,555,113
4,146 5,361 54,110 3,486 67,103 3,283 15,946 86,332
27,369 14,628 14,558 3,750 60,305 5,465 1,653 67,423
11,917 344,678 121,111 2,680 480,386 - - 480,386
9,094 12,190 25,913 9,611 56,808 37,737 10,447 104,992
7,216 748 1,408 88 9,460 203 48 9,711
12,622 10,621 26,461 5,603 55,307 13,137 3,865 72,309
5,115 4,177 10,295 2,657 22,244 6,531 1,997 30,772
1,390 542 1,949 869 4,750 1,134 278 6,162
- - 21,916 - 21,916 - - 21,916
429 210 3,956 147 4,742 577 93 5,412
- - 2,430,154 - 2,430,154 - - 2,430,154
413,713 637,374 3,360,975 206,537 4,618,599 157,330 94,753 4,870,682
- 568 478,110 446 479,124 15,835 - 494,959
- - 5,813 - 5,813 - - 5,813
1,373 848 258,537 39,651 300,409 1,462 272 302,143
1,373 1,416 742,460 40,097 785,346 17,297 272 802,915
$ 415,086  $ 638,790 4,103,435  § 246,634 $ 5,403,945 $ 174,627  § 95,025 $§ 5,673,597

See Notes to Consolidated Financial Statements
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Consolidated Statements of Cash Flows
Years Ended December 31, 2021 and 2020

Cash flows from operating activities:
Increase in net assets
Adjustments to reconcile increase in net assets
to net cash provided by operating activities:
Depreciation
Interest - debt issuance costs
Bad debt
Net present value adjustment on homeowner notes
(Gain) loss on disposal of property and equipment
Gain on sale of real estate held for development
(Increase) decrease in:
Grants and contributions receivable
Accounts receivable, operations
Development fees receivable
Other current assets
Increase (decrease) in:
Accounts payable
Accrued expenses
Deferred revenue
Tenant security deposits
Net cash provided by operating activities

Cash flows from investing activities:
Development and construction in progress
Real estate held for development
Sales proceeds from real estate held for development
Payments for property and equipment
Sales and insurance proceeds from property and equipment
Development advances
Notes receivable, home-ownership
Payments received on notes receivable, home-ownership
Notes receivable, related projects
Payments received on notes receivable, related projects
Net cash used in investing activities

See Notes to Consolidated Financial Statements

2021 2020
$ 3243405 $ 1,447,177
507,815 494,959
6,075 5,813
68,965 ;
87,158 77,051
(177,199) 2,557
(51,544) (193,634)
13,899 (106,930)
57,349 (65,031)
(653,176) -
(55,238) 60,298
51,840 10,255
(49,365) 50,814
81,253 6,531
(6,341) (570)
3,124,896 1,789,290
(3,192,521) (76,708)
(1,657,475) (1,740,785)
1,682,391 2,276,100
(405,605) (496,628)
1,204,400 -
(26,547) -
(833,267) (553,944)
477,782 476,652
(199,497) (302,335)
124,325 69,457
(2,826,014) (348,191)
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Consolidated Statements of Cash Flows (Continued)
Years Ended December 31, 2021 and 2020

2021 2020
Cash flows from financing activities:
Proceeds from long-term debt $ 2,650,856 $ 1,217,705
Payments on long-term debt (2,337,278) (1,437,289)
Line of credit - (400,000)
Purchase of debt issuance costs (27,615) -
Payments on capital lease obligations (2,176) (1,532)
Net cash provided by (used in) financing activities 283,787 (621,116)
Increase in cash, cash equivalents, and restricted cash 582,669 819,983
Cash, cash equivalents, and restricted cash, beginning 5,083,148 4,263,165
Cash, cash equivalents, and restricted cash, ending $ 5,665,817 $ 5,083,148
Reconciliation of cash, cash equivalents, and restricted cash reported on the statement of
financial position to cash, cash equivalents, and restricted cash shown above:
Cash and cash equivalents $ 2,713,331 $ 2,565,239
Restricted deposits and funded reserves 2,952,486 2,517,909
$ 5665817 $§ 5,083,148
Supplemental disclosures of cash flow information:
Cash payments for interest $ 275,991 $ 302,143
Supplemental disclosures of non-cash investing and financing activities:
Increase in property and equipment through incurrence
of capital lease payable $ - $ 18,540
Increase in property and equipment through incurrence
of accounts payable $ 2823 § -

See Notes to Consolidated Financial Statements
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Mountain Housing Opportunities, Inc. (the "Organization") was organized as a not-for-profit corporation to
provide safe, attractive, affordable homes in good neighborhoods for low-income people living in
Buncombe County and the surrounding areas of North Carolina, through innovative programs of housing
and human development. The Organization's operations include programs in Emergency Home Repair,
Affordable Home Ownership and Community Rental Investments.

Mountain Housing Opportunities, Inc. established a subsidiary, Mountain Housing Opportunities Loan
Fund, Inc., to operate the Down Payment Assistance Program, which is part of the Affordable Home
Ownership program and other programs of community lending to underserved populations and
neighborhoods. Mountain Housing Opportunities Loan Fund, Inc. was certified as a Community
Development Financial Institution ("CDFI") by the U.S. Treasury Department's CDFI Fund. This
certification has provided opportunities for new loan capital to further the Organization's mission.

The Organization's current real estate development portfolio is as follows:

Compliance

Name of Entity Program  Period End # of Units Type of Ownership
Griffin LIHTC 2021 50 Managing Member (0.01%)
Northpoint Commons 11 LIHTC 2021 30 Managing Member (0.01%)
Crowell Park LIHTC 2022 63 Managing Member (0.01%)
Glen Rock Apartments LIHTC 2024 60 Managing Member (0.01%)
Westmore LIHTC 2025 72 Managing Member (0.01%)
Larchmont LIHTC 2026 60 Managing Member (0.01%)
Mars Hill Commons LIHTC 2029 48 Managing Member (0.01%)
Villas at Fallen Spruce LIHTC 2030 55 Managing Member (0.01%)
Eagle Market Place LIHTC 2032 62 Managing Member (0.005%)
East Haven LIHTC 2035 95 Managing Member (0.01%)
Maple Crest LIHTC/HUD 2036 212 Managing Member (0.005%)
Heatherton Park LIHTC - 40 Single Member LLC
Robins Park LIHTC - 32 Single Member LLC
FoxRun Ridge LIHTC - 48 Single Member LLC
Cedar Trace Landing LIHTC - 48 Single Member LLC
Compton Place LIHTC - 40 Single Member LLC
Wind Ridge LIHTC - 40 Single Member LLC
Arden-River Glen LIHTC - 38 Single Member LLC
Northpoint Commons LIHTC - 39 Single Member LLC
Louisburg RD - 30 Wholly Owned
Piedmont Village RD - 95 Wholly Owned
River Ridge RD - 30 Wholly Owned
Residences at Glen Rock Hotel Affordable - 22 Wholly Owned
Annandale 61-63 Affordable - 6 Wholly Owned
Annandale 65-67 Affordable - 7 Wholly Owned
Broadway Affordable - 5 Wholly Owned
Laurel Bridge Affordable - 10 Wholly Owned
Merrimon Affordable - 8 Wholly Owned
Trinity Chapel Affordable - 1 Wholly Owned

Total Units 1,346
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Principles of Consolidation

The consolidated financial statements include the accounts of Mountain Housing Opportunities, Inc.
("MHO") and its wholly owned subsidiary Mountain Housing Opportunities Loan Fund, Inc. ("MHO Loan
Fund"); its wholly owned properties; the operating entities in which it holds both the managing member
and investor member interest; and the C-Corporation in which it wholly owns the stock (MHO Fallen
Spruce SPE, Inc.) and are collectively referred to as the Organization. Additionally, the rental real estate
projects, under the Community Rental Investments program have been segregated for presentation purposes
in the consolidating statements. All inter-company accounts and transactions have been eliminated in the
consolidation.

In addition, the Organization controls, through common Board of Directors, three condominium
associations which were created to segregate the residential and commercial portions of the building. The
entities include Glen Rock Condominium Owners' Association, Glen Rock Hotel Condominium Owners'
Association and Eagle Market Place Condominium Owner's Association. The financial activities of these
entities are not considered material and are not included in the consolidating financial statements of the
Organization. The commercial assets of Glen Rock and Glen Rock Hotel are included in the consolidating
financial statements, however, management has determined that the Organization's investment in EMP
Commercial, LLC should not be included due to lender restrictions.

Principles of Reporting

The consolidated financial statements are reported on the accrual basis of accounting in accordance with
U.S. generally accepted accounting principles.

Basis of Presentation

The Organization reports information regarding its financial position and activities according to two classes
of net assets, net assets without donor restrictions and net assets with donor restrictions. Assets
accumulated and resources received and expended by the Organization are either without donor restrictions
or restricted by the donor for a particular purpose. Net assets with donor restrictions represent contributions
to the Organization whose use is limited by donor imposed stipulations that either expire by the passage of
time or can be fulfilled by expending the funds for their restricted purpose. The designation of net assets
for specific purposes by the Organization itself does not constitute a basis for reclassifying them as net
assets with donor restrictions.

Net Assets

For purposes of reporting the consolidated financial statements of Mountain Housing Opportunities, Inc.,
net assets consist of the following classes:

Net Assets Without Donor Restrictions: Includes funds available for use by management for supported
program services and administrative functions.

Net Assets With Donor Restrictions: Includes funds with donor-imposed restrictions limiting their use
for specified purposes or time.
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Net Assets (Continued)

Net Assets With Donor Restrictions, Invested in Perpetuity: Includes funds with donor-imposed
restrictions stipulating that the principal shall remain intact indefinitely. Income earned on investments
is used based on the donor stipulation. If the donor does not stipulate use of income, it becomes
available for unrestricted use. The NeighborWorks® America Revolving Loan and Capital Projects
Fund, which grants home ownership loans and funds capital projects, falls within this class of net assets.
All resources granted to this fund must be maintained permanently. The Organization is permitted to
transfer or expend only the income (or other economic benefits) derived from capital assets in excess of
the Investment and Grant Agreement.

Cash and Cash Equivalents

For purposes of reporting the consolidated statements of cash flows, the Organization includes all cash
investments which are not subject to withdrawal restrictions or penalties and certificates of deposit with a
maturity of three months or less as cash and cash equivalents.

Restricted Deposits and Funded Reserves

Restricted deposits and funded reserves represent the tenant security deposit trust accounts, replacement
reserves and operating reserves required to be funded for the community rental projects that are placed in
service.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from outstanding balances.
Management considers accounts receivable to be fully collectible; accordingly, there is no allowance for
doubtful accounts. If accounts become uncollectible, they will be charged to bad debt expense when that
determination is made. Accounting principles generally accepted in the United States of America require
that the allowance method be used to recognize bad debts; however, management believes the effect of
using the direct write-off method is not materially different from the results that would have been obtained
under the allowance method.

Property and Equipment

Property and equipment are stated at cost if purchased, or fair market value at the date of donation, if
donated. The Organization capitalizes all significant expenditures for property and equipment whose life
exceeds one year. Depreciation is computed using the straight-line method over the estimated useful lives
of the assets ranging from 3 to 40 years.

Functional Expenses

The Organization allocates its expenses on a functional basis among its various programs and supporting
services. Expenses that can be identified with a specific program and supporting service are allocated
directly according to their nature and expenditure classification. Other expenses that are common to
several functions are allocated by statistical means.
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investment in Projects

Also, the Organization holds either directly or through single member LLC's general partner or non-profit
member interests in several affordable housing entities that own apartment developments (the "Projects").
The equity method is used to account for the Organization's investments in the rental real estate projects.
Under the equity method, the original investments are recorded at cost and are adjusted periodically to
recognize the Organization's share of earnings or losses in the rental real estate projects' operations.
Distributions received reduce the basis of the Organization's investments until the share of losses and
distributions have reduced the investment to zero. Cash distributions from the rental real estate projects
subsequent to the reduction to a zero investment basis represent a return of investment previously written
off and are recognized as income to the Organization.

Accounting for Acquisitions

The Organization accounts for acquisitions of properties in accordance with Financial Accounting
Standards Board, ASC Topic 805, “Business Combinations.” The Organization records the fair value of all
identifiable assets acquired and liabilities assumed and any non-controlling interest relative to the acquired
property. The fair value of tangible assets, such as land, building, and personal property, is determined
using valuation techniques that consider comparable market transactions, discounted cash flow techniques,
replacement costs, and other available information, including appraisals of the properties by a certified
independent appraiser at the time of acquisition.

Notes Receivable, Home Ownership

Credit to customers is extended based on evaluation of a customer's financial condition and, generally,
collateral is required. Notes receivable usually have repayment terms of 30 years and are stated at amounts
due from customers net of an allowance for doubtful accounts. Notes outstanding longer than the
contractual payment terms are considered past due. The Organization determines its allowance by
considering a number of factors, including the length of time trade notes receivable are past due, the
Organization's previous loss history, the customer's current ability to pay its obligation to the Organization
and the condition of the general economy and the industry as a whole. The Organization writes off notes
receivable when they become uncollectible, and payments subsequently received on such receivables are
credited to the allowance for doubtful accounts.

Development and Construction in Progress

Direct and indirect costs that are related to the acquisition and construction of rental real estate projects are
capitalized as development and construction in progress. Once in service, the assets are classified as
property and equipment.
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Real Estate Held for Development

Direct costs that are related to the acquisition and construction of real estate projects are capitalized as real
estate held for development. Indirect costs of real estate projects that can be identified with specific
projects under development or construction are also capitalized as real estate held for development. Under
the provisions of Accounting for Costs and Initial Rental Operations of Real Estate Projects, the net
carrying amount of real estate projects under development or held for sale shall not exceed its estimated net
realizable value. In the event that the net carrying amount of real estate projects exceeds its estimated
realizable value, a provision to reduce the net carrying amount of its estimated net realizable value shall be
established. The difference between the net carrying amount of the project and the provision equals the
estimated net realizable value of the real estate project. Each individual project and property is analyzed
separately to determine whether its net carrying amount exceeds its estimated net realizable value.

Revenue Recognition

Contributions, including unconditional promises to give, are recognized as revenue in the period received.
Conditional promises to give are not recognized until they become unconditional, that is, when the
conditions on which they depend are substantially met. Contributions of assets other than cash are recorded
at their estimated fair values.

Rental income is recognized as rentals become due. Rental payments secured in advance are deferred until
earned. All leases between the Organization and the tenants are short-term operating leases.

Tax Status

MHO and MHO Loan Fund are not-for-profit corporations and are exempt from federal and state income
taxes under Section 501(c)(3) of the Internal Revenue Code. Accordingly, no provision for income taxes is
reflected in the accompanying consolidated financial statements. MHO and MHO Loan Fund are not
classified as private foundations.

MHO Fallen Spruce SPE, Inc. was created to hold the managing member interest for Villas at Fallen
Spruce. This entity is a for-profit corporation and is subject to Federal and North Carolina state income
taxes. The income taxes paid to date have been insignificant and its activities are immaterial to these
statements, therefore, no provision for income taxes has been reflected in the accompanying consolidated
financial statements.

It is the Organization's policy to evaluate all tax positions to identify any that may be considered uncertain.
All identified material tax positions are assessed and measured by a more-likely-than-not threshold to
determine if the tax position is uncertain and what, if any, the effect of the uncertain tax position may have
on the consolidated financial statements. No material uncertain tax positions were identified for 2021 and
2020.
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Donated Services and Materials

A substantial number of volunteers have donated a significant amount of time to the Organization's
operations and program services. Contributed services that create or enhance non-financial assets or
require specialized skills and that are provided by individuals possessing those skills will be recognized as
support. No amounts have been reflected in the accompanying consolidated financial statements for
contributed services since the requirements for recognition were not met. Donated materials are reflected
as in-kind contributions in the accompanying consolidated financial statements at their estimated fair
market value at date of receipt.

Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the consolidated financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates.

Reclassification

Certain balances as previously reported have been reclassified to be consistent with those classifications
used in the current year.

Debt Issuance Costs

Debt issuance costs, net of accumulated amortization, are reported as a deduction of the obligation to which
such costs relate. Amortization of debt issuance costs is reported as a component of interest expense and is
computed using the straight-line method over the life of the loan. Accounting principles generally accepted
in the United States of America require that the interest method be used for amortizing debt issuance costs;
however the effect of using the straight-line method is not material to the financial statements for the years
ended December 31, 2021 and 2020.

Impairment of Long-Lived Assets

The Organization reviews its long-lived assets for impairment whenever events or changes in circumstances
indicate that the carrying value of such property may not be recoverable. Recoverability is measured by a
comparison of the carrying amount to the future net undiscounted cash flow expected to be generated and
any estimated proceeds from the eventual disposition. If the long-lived assets are considered to be
impaired, the impairment to be recognized is measured at the amount by which the carrying amount
exceeds the fair value as determined by an appraisal, discounted cash flows analysis or other valuation
technique. There were no impairment losses recognized for 2021 and 2020.
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE B - LIQUIDITY AND AVAILABILITY

The following reflects the Organization's financial assets as of the statement of financial position date,
reduced by amounts not available for general use because of contractual or donor-imposed restrictions
within one year of the statement of financial position date. The Organization keeps all excess cash in its
bank and money market accounts to maintain liquidity. In addition, the Organization also maintains funds
in replacement reserve and operating reserve accounts for planned property improvements at the apartments
of the consolidated entities.

Financial assets at year end:

Cash $ 2,713,331
Receivables 413,179
Development fee receivable 653,176
Grants and contributions receivable 263,621
Property and equipment, net 176,139
Development and construction in progress 57,700
Notes receivable, home-ownership, net 4,610,275
Loans receivable, related party 8,481,727
Total financial assets 17,369,148
Less amounts not available to be used within one year:

Net assets with donor restrictions 10,798,835
Notes receivable, home-ownership 1,233,561
Loans receivable, related party 2,482,811

Financial assets available to meet general expenditures
over the next twelve months $ 2,853,941

NOTE C - NET ASSETS WITH DONOR RESTRICTIONS

The Organization receives capital grants from NeighborWorks® America for making affordable loans and
to fund capital projects. The Organization also receives notes receivable, home-ownership which was also
funded from the capital grant fund. These amounts are restricted until released by the donor although
proceeds on capital projects or interest earned over and above the corpus may be transferred to unrestricted
net assets for furthering the Organization's mission. However, should the Organization become defunct, all
remaining grants funds, interest earnings, capital projects proceeds, and the loan and capital projects
portfolios representing the use of these funds will revert to NeighborWorks® America. During 2020,
NeighborWorks converted all the Organizations investment in perpetuity assets to unrestricted.

The Organization received notes receivable, home-ownership from Buncombe County. These amounts are
restricted until released by the donor including proceeds on loan repayments and interest earned, which
shall increase the value of the Buncombe County Capital Fund. However, should the Organization
dissolve, all assets of the Buncombe County Capital Fund will be returned to Buncombe County.

Net assets with donor restrictions which includes funds with donor-imposed restrictions limiting their use
for specified purposes or time consist of the following at December 31:

2021 2020
MHO, home-ownership $ 164,094 § 167,094
MHO, emergency repair 130,000 86,436
MHO, community rental investments 6,824,577 6,512,887
MHO Loan Fund, home-ownership 2,770,099 2,829,662

$ 9,888,770 § 9,596,079
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE C - NET ASSETS WITH DONOR RESTRICTIONS (Continued)

Net assets with donor restrictions, invested in perpetuity consist of the following at December 31:

NeighborWorks® America Capital Fund

Investment in perpetuity, income from which is expendable
to support operations:

Beginning balance

Released by Donor to:
Unrestricted
Interest paid
Transfer of interest earnings to operating fund

Ending balance

Buncombe County Capital Fund

Investment in perpetuity, income from which is also
permanently restricted:
Beginning balance
Interest earned
Ending balance

Total net assets with donor restrictions, invested in perpetuity

Total net assets with donor restrictions

NOTE D - PROPERTY AND EQUIPMENT

Property and equipment consist of the following at December 31:

Rental property in service
Less accumulated depreciation

Office building
Equipment

Less accumulated depreciation

Total carrying value of property and equipment

2021 2020
- 421,329
- (421,329)
- 11,736
- (11,736)
863,542 781,468
46,523 82,074
910,065 863,542
910,065 863,542
10,798,835 10,459,621
2021 2020
17,458,039 18,252,374
(3,354,303) (3,015,951)
14,103,736 15,236,423
469,376 469,376
273,081 246,269
(364,743) (344,030)
377,714 371,615
14,481,450 15,608,038
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE E - DEVELOPMENT AND CONSTRUCTION IN PROGRESS

Development and construction in progress consists substantially of the predevelopment costs of residential

and commercial tax credit developments under the Community Rental Investments program.

During 2020, the Organization entered into a land exchange agreement to exchange the Clingman at
Hilliard property for two parcels of land known as Pearl Street. The exchange was based on mutual
agreement between the owners in valuing both properties at similar market land value. The Pearl Street
acquisition assumed the cost basis of the exchanged property, which is the lower of cost or fair market

value.

The following is a summary of the projects represented in development and construction in progress at

December 31:

Pearl Street exchanged from Clingman at Hilliard
Howell Mill
Pentland Hills
Heywood Road
Other
Total development and construction in progress

NOTE F - REAL ESTATE HELD FOR DEVELOPMENT

2021 2020
1,110,613 $ 844,877
1,023,277 8,554
73,974 7,078
1,832,824 1,250
13,592 ;
4054280 S 861,759

Real estate held for development relates to the acquisition and construction of homes under the Home-

Ownership program.

The following is a summary of the projects represented in real estate held for development at December 31:

Pineview Street
Tried Street
Lillie Farm Cove
Winterhawk Subdivision
Townhomes at Cherry Blossom Cove
Bennett Road
Total real estate held for development

Real estate held for development, current
Real estate held for development, long-term
Total real estate held for development

2021 2020
228212 S 223249
365,796 365,642

- 1,340,673
451,323 450,676

1,356,079 334,986
710,743 370,299

3,112,153 $ 3,085,525

1,711,079 $ 1,340,673

1,401,074 1,744,852

3,112,153 $ 3,085,525
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE G - INVESTMENT IN PROJECTS

The Organization holds a member interest in Northpoint Commons II, Griffin, Crowell Park, Glen Rock,
Westmore, Larchmont, Villas at Fallen Spruce, Mars Hill Commons, Eagle Market Place, East Haven
Apartments, LLC and Maple Crest, LLC which are separate legal entities that own and operate apartment
developments (the "Projects"). These LLCs were developed utilizing Low-Income Housing Tax Credits
("LIHTC") under IRS Section 42, to provide affordable housing to the various communities. Tax credits
from these LIHTC developments flow through to the members. To make the investment in public projects
financially competitive for commercial investors, the LLC membership agreements provide that all of the
federal and state tax credits are distributed to the investor member of the LLCs since the Organization as a
non-profit cannot benefit from these credits. Even though the Organization is a minority owner in each of
the LLCs (one percent or less), it serves as the general partner or managing member and provides
management and direction for the day-to-day rental operations of the projects. The LLC agreements
contain certain operating restrictions and describe performance goals by which the Projects are measured.
Although some risk is present, management does not expect any material adverse financial impact because
of these restrictions.

Additionally, the Organization holds a 50% member interest in EMP Commercial, LLC, which owns and
operates the commercial space at Eagle Market Place.

A summary of information from the LLCs' audited financial statements, except for Maple Crest (2020) and
EMP Commercial (2021 and 2020), is as follows at December 31:

2021 2020
Statements of Income:
Revenue $ 5,141,619 $ 3,729,960
Operating expenses (3,632,286) (2,626,204)
Interest expense (1,205,143) (523,786)
Depreciation and amortization (3,123,121) (2,172,111)
Net loss $ (2,818,931) § (1,592,141)
Balance Sheets:
Assets:
Cash, including restricted deposits $ 4830575 § 3,679,695
Property and equipment, net of
accumulated depreciation 112,404,344 75,432,152
Construction in progress 166,250 -
Other 677,331 443,144

$ 118,078,500 § 79,554,991
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to Consolidated Financial Statements

NOTE G - INVESTMENT IN PROJECTS (Continued)

2021 2020
Liabilities and Members' Equity:

Mortgages payable $ 64,820,835 § 37,516,494
Notes payable, related party 7,905,020 7,832,878
Development advances\payables 19,088 3,853
Other liabilities 3,361,450 1,282,580

76,106,393 46,635,805
Members' equity 41,972,107 32,919,186

$ 118,078,500 § 79,554,991

A summary of Maple Crest (2020), which was under development, unaudited financial information is as

follows:
2021 2020
Balance Sheets:
Assets:
Cash $ - $ 22,887,174
Construction in progress - 28,725,383
$ - $ 51,612,557
Liabilities and Members' Equity:
Mortgages payable $ - $ 4,540,521
Construction loan payable - 17,944,897
Bond payable - 22,500,000
Other liabilities - 716,838
Members' equity - 5,910,301
$ - $ 51,612,557

NOTE H - NOTES RECEIVABLE, HOME-OWNERSHIP
Mountain Housing Opportunities, Inc. - Home-Ownership Program

The Organization has recorded notes receivable for a portion of the selling price of houses it has developed
under its Home-Ownership Program. These notes represent second, third, fourth or fifth mortgages held by
the Organization that mature at least by the time when the homeowner sells or refinances the home, and are
non-interest bearing. The first mortgage on these homes approximate MHO's cost to develop the home.
The notes receivable amount is based on the difference between the estimated market value and the first
mortgage amount. The notes receivable are recorded at net present value, discounted at a rate ranging from
3.25%-8.0%. Based on management's formal review, there is no allowance for loan loss considered
necessary as of December 31, 2021.
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NOTE H - NOTES RECEIVABLE, HOME-OWNERSHIP (Continued)

MHO Loan Fund, Inc. - Home-Ownership Program

The Organization has recorded notes receivable from cash lending for deferred subordinate loans for down
payment assistance to qualified homebuyers. These loans mature at least by the time when the homeowner
sells or refinances their home and are secured by deeds of trust. Most of the loans are non-interest bearing
with an appreciation feature that is based on the property value at the time the loan becomes due. Loans
made on houses developed under the Organization's Home-ownership Program are recorded at net present
value, discounted at a rate ranging from 3.25%-8.0%. Management recorded an allowance for loan loss

based on formal review and analysis of potential losses.

Notes receivable, home ownership consisted of the following at December 31, 2021:

MHO MHO Loan Fund Total
Total loans receivable § 355,177 $ 5091429 $§ 5,446,606
Less allowance for loan loss - (237,685) (237,685)
355,177 4,853,744 5,208,921
Less net present value adjustment (207,772) (390,874) (598,646)
Net loans receivable $ 147,405 $ 4462870 § 4,610,275
39 loans 287 loans 326 loans
Notes receivable loan delinquency status is as follows at December 31, 2021:
Greater
Loan Delinquency Status Current 30-60 days than 60 days
$ 5,414,540 $ - $ 32,066
NOTE I - LONG-TERM DEBT
Long-term debt consists of the following at December 31:
2021 2020
Laurel Bridge: Carrying value - $242,030
NCHFA, non-interest bearing, due June 2026, secured by deed of
trust on Laurel Bridge Apartments. $ 260,000 $ 260,000
NCHFA, non-interest bearing, due May 2026, secured by deed of
trust on Laurel Bridge Apartments. 75,000 75,000
Broadway: Carrying value - 358,110
NCHFA non-interest bearing, due August 2025, secured by deed of
trust on 58 Broadway. 183,520 183,520
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NOTE I - LONG-TERM DEBT (Continued)
2021 2020

Annandale 65-67: Carrying value - $176,165

City of Asheville, non-interest bearing, was due May 2021, secured
by deed of trust on 65 and 67 Annandale. In April 2021, the
Organization executed a loan modification agreement with the City of
Asheville extending the term of the loan for a period of twenty years.
The entire remaining balance is due and payable on or before May 1,
2041. $ 31,500 § 31,500

City of Asheville, payments of interest only at 5.3%, all principal and
accrued interest due May 2021, secured by deed of trust on 65 and 67
Annandale. In April 2021, the Organization executed a loan
modification agreement with the City of Asheville extending the term
of the loan a period of twenty years and reducing the interest rate to
0% effective May 1, 2021. The entire remaining balance is due and
payable on or before May 1, 2041. 218,058 218,086

Annandale 61-63: Carrying value - $146,718

City of Asheville, payments of interest only at 5.3%, all principal and
accrued interest due May 2021, secured by deed of trust on 61 and 63
Annandale. In April 2021, the Organization executed a loan
modification agreement with the City of Asheville extending the term
of the loan a period of twenty years and reducing the interest rate to
0% effective May 1, 2021. The entire remaining balance is due and
payable on or before March 1, 2041. 186,993 186,997

Trinity Chapel: Carrying value - $65,180

City of Asheville, payable in monthly installments of $118.13 for 240
months, including interest at 3.0% and one balloon payment due
October 2023, secured by deed of trust on Trinity Chapel. In April
2021, the Organization executed a loan modification agreement with
the City of Asheville extending the term of the loan a period of
twenty years and reducing the interest rate to 0% effective May 1,
2021. The entire remaining balance is due and payable on or before
October 1, 2043. 23,040 23,281

Merrimon: Carrying value - $276,444

Centrant Community Capital, payable in monthly installments of
$1,073 for 240 months, including interest at 6.12% and one balloon
payment due October 2028, secured by a deed of trust on 280
Merrimon Avenue. 169,027 171,461
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NOTE I - LONG-TERM DEBT (Continued)
2021 2020

Merrimon: Carrying value - $276,444 (Continued)

City of Asheville, payments of interest only at 2.0%, all principal and
accrued interest due March 2025, secured by a deed of trust on 280
Merrimon Avenue. In April 2021, the Organization executed a loan
modification agreement with the City of Asheville extending the term
of the loan a period of twenty years and reducing the interest rate to
0% effective May 1, 2021. The entire remaining balance is due and
payable on or before March 1, 2045. $ 222885 §$ 222,885

Glen Rock Hotel: Carrying value - $2,353,984

Buncombe County, annual payments of $12,231, including interest at
2%, matures November 2032, secured by a deed of trust on the Glen
Rock Hotel. 119,794 130,392

City of Asheville Housing Trust Fund, $332,000 of the loan is
structured as an interest-only loan repayment at 2.5%. An interest
payment on this portion of the loan in the amount of $8,300 is due at
January 1 of each year. The remaining $55,000 of the loan requires
monthly payments of $291.45, including interest at 2.5%. All
principal and any interest is due on January 1, 2034. The loan is
secured by a deed of trust on the Glen Rock Hotel. During 2020, the
Organization was granted a deferral of its monthly principal and
interest payments from the City of Asheville due to the COVID-19
pandemic. These payments will be added to the amount due with
balloon payment at maturity. 370,354 372,669

First Citizens Bank & Trust, bears interest at 4.80% annually with
monthly principal and interest payments of $3,410 and was due on
March 1, 2025. The loan is secured by a deed of trust on the Glen
Rock Hotel. During 2020, First Citizens granted deferral of its loan
payment for three months due to the COVID-19 pandemic. These
payments will automatically extend the maturity date by three months
now due on June 1, 2025. 281,800 486,684

Glen Rock Commercial: Carrying value - $229,576

First Citizens Bank & Trust, bears interest at 4.35% annually with

monthly principal and interest payments of $2,146 and is due on May

16, 2024. The loan is secured by a deed of trust on the Glen Rock

Commercial property. During 2020, First Citizens granted deferral of

its loan payment for three months due to the COVID-19 pandemic.

These payments will automatically extend the maturity date by three

months now due on August 16, 2024. 294,450 306,916
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NOTE I - LONG-TERM DEBT (Continued)
2021 2020

Glen Rock Hotel Commercial:

First Citizens Bank & Trust, bears interest at 3.75% annually with 83
monthly principal and interest payments of $4,593 and is due on
October 4, 2023. The loan is secured by a deed of trust on the Glen
Rock Hotel Commercial property. During 2020, First Citizens granted
deferral of its loan payment for three months due to the COVID-19
pandemic. These payments will automatically extend the maturity
date by three months now due on January 4, 2024. During the year
ended December 31, 2021, the loan was repaid in full. $ - $ 416,907

Arden River: Carrying value - $1,142,258

City of Asheville, non-interest bearing and due payable on the earlier
of the sale or transfer of the property; the date a default occurs under
the terms of any loan secured by a lien to which this loan is
subordinate; the date the debt of the first deed of trust is refinanced;
or September 1, 2038. Once the principal amount owed under this
note becomes due and payable and remains unpaid, the note will bear
interest at 10% until fully paid. The loan is secured by a deed of trust
on the Arden-River Glen property. 268,800 268,800

NCHFA, under the HOME program, which bears interest at 2%, but
was abated to 0% until July 1, 2019. Monthly repayment shall be as
follows: $227 for years 1 to 4; $327 for years 5 to 7; $354 for years 8
to 11; $346 for year 12; $333 for year 13; $296 for years 14 and 15;
$275 for years 16 to 18; $221 for year 19; and $196 for year 20 and
21. Effective July 1, 2019, monthly payments of principal and
interest shall be $1,873.50 through June 1, 2020 and $1,793.83 from
July 1, 2020 through May 1, 2022. All outstanding principal and
accrued interest shall be due and payable in full on June 1, 2022. The
loan is secured by a deed of trust on the Arden-River Glen property.
Subsequent to year-end, on June 7, 2022, the Organization executed a
loan modification agreement with NCHFA. The terms of the
modification agreement require monthly repayment of principal and
accrued interest as follows: $3,940.67 from July 1, 2022 through June
30, 2023; $3,957.63 from July 1, 2023 through June 30, 2024;
$3,928.25 from July 1, 2024 through June 30, 2025; $3,893.50 from
July 1, 2025 through June 30, 2026; $3,853.42 from July 1, 2026
through December 31, 2027. All outstanding principal and accrued
interest shall be due and payable in full on December 31, 2027. 652,697 661,082
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NOTE I - LONG-TERM DEBT (Continued)
2021 2020

Arden River: Carrying value - $1,142,258 (Continued)

First Citizens Bank & Trust, bears interest at 3.95% annually with
monthly principal and interest payments of $1,821, and is due on
September 17, 2021. On December 1, 2021, the Organization
executed a loan modification agreement with First Citizens Bank &
Trust in the amount of $224,777. Under the terms of the modification
agreement, the loan is payable in 59 consecutive monthly payments of
$1,804, including interest of 3.5% per annum, commencing January
17, 2022. All unpaid principal and interest is due on December 17,
2026. The loan is secured by a deed of trust on the Arden-River Glen

property. $ 224,777 $ 236,320
Wind Ridge: Carrying value - $1,059,725

Mortgage payable, due to NCHFA, under the HOME program, in an
original amount of $589,648, which bears interest at 2%. Monthly
repayment shall be as follows: $1,125 for years 1 through 3; $1,208
for years 4 through 6; $1,292 for years 7 through 8; $1,250 for year 9;
$1,292 for year 10; $1,333 for years 11 through 13; $1,350 for years
14 through 16; $1,250 for years 17 through 19; and $1,167 for year
20. All outstanding principal and accrued interest shall be due and
payable in full July 1, 2021. During 2020, NCHFA granted a deferral
of its loan payment for three months due to the COVID-19 pandemic.
These payments were added to the amount due with the balloon
payment at maturity. During 2021, the loan was repaid with

mortgage proceeds from a loan with Centrant. - 514,665

Mortgage payable, due to First Bank with monthly installments of
$2,027, which bears interest at 4.1%. The loan had a final maturity
date of June 30, 2025, at which time the entire remaining balance is
due and payable in full. The mortgage is collateralized by a first deed
of trust on the Wind Ridge property. During 2021, the loan was
repaid with mortgage proceeds from a loan with Centrant. - 265,834

Mortgage payable, due to Buncombe County, with no monthly
payments due, non-interest bearing and due and payable on the earlier
of: the sale or transfer of the property; the date a default occurs under
the terms of any loan secured by a lien to which this loan is
subordinate; the date the debt of the first deed of trust is refinanced;
or July 1, 2021. Once principal amount owed becomes due and
payable and remains unpaid, the note would bear interest at 10% until
fully paid. During 2021, the loan was repaid with mortgage proceeds
from a loan with Centrant. - 50,106
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NOTE I - LONG-TERM DEBT (Continued)
2021 2020

Wind Ridge: Carrying value - $1,059,725 (Continued)

Mortgage payable, due to Centrant Community Capital, Inc.
("Centrant"), in the amount of $852,441. The mortgage bears interest
at 4.5% annually with monthly principal and interest payments of
$4,320 commencing September 1, 2021. All unpaid accrued interest
and principal is due on August 1, 2031. The mortgage is secured by a
lien on the Wind Ridge property. $ 847,922 § -

Cedar Trace: Carrying value - $564,061

Mortgage payable, due to Truist Financial Corporation in the amount
of $364,350. The mortgage bears interest at 4.75% annually with
monthly principal and interest payments of $2,368. All unpaid
accrued interest and principal is due on April 27, 2025. The
mortgage is secured by a lien on the Cedar Trace Landing property.
During 2020, Truist granted a deferral of its loan payment for four
months due to the COVID-19 pandemic. These payments will be
added to the amount due with the balloon payment at maturity. 325,168 337,608

Compton Place: Carrying value - $857,532

Mortgage payable due to the City of Asheville Housing Trust Fund in
the amount of $140,000, bearing interest at 2.25% compounded
annually until paid or in default. Annual interest payments of $3,150
are due on December 31 of each year. On December 7, 2021, the
Organization executed a loan modification agreement with the City of
Asheville extending the term of the loan a period of ten years and
reducing the interest rate to 0%. Under the terms of the modification
agreement, the loan is payable in ten annual payments of $3,962
commencing December 7, 2021 and one balloon payment due at
maturity on December 7, 2031. The loan is secured by a second deed
of trust on the Compton Place property. 139,188 140,000

Mortgage payable to North Carolina Housing Trust Fund pursuant to
the NCHFA's Rental Production Program. The note bears interest at
1% per annum. Principal and interest payments are to be made
beginning on October 1, 2003 and continuing monthly as follows:
$1,429 for year 1; $1,797 for year 2; $1,801 for year 3; $1,800 for
year 4; $1,796 for year 5; $1,539 for year 6; $1,457 for year 7; $1,366
for year 8; 9; $1,161 for year 10; $1,044 for year 11; $918 for year
12; $782 for year 13; $634 for year 14; $475 for year 15; $695 for
year 16; $527 for year 17 and; $500 for years 18 through 20. All
outstanding principal and accrued interest is due on September 1,
2023. The note is secured by a deed of trust on the Compton Place
property, an assignment of rents and leases, and a security agreement.
During 2020, NCHFA granted a deferral of its loan payment for three
months due to the COVID-19 pandemic. These payments will be
added to the amount due with the balloon payment at maturity. 545,556 546,098
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NOTE I - LONG-TERM DEBT (Continued)
2021 2020

FoxRun Ridge: Carrying value - $1,120,308

Mortgage payable, due to Truist Financial Corporation in the amount
of $308,960. The mortgage bears interest at 4.75% annually with
monthly principal and interest payments of $2,008. All unpaid
accrued interest and principal is due on April 27, 2025. The
mortgage is secured by a lien on the Ridge Run property. During
2020, Truist granted a deferral of its loan payment for four months
due to the COVID-19 pandemic. These payments will be added to
the amount due with the balloon payment at maturity. $ 275,736 § 286,285

Mortgage payable due to NCHFA for $660,528 under the HOME
Investment Partnership Program. The terms of the loan provide for
monthly installments of principal and interest in the original amount
of $833.33 and accrues interest at 1% based on a twenty-year
amortization schedule due on September 1, 2022. The principal and
interest payments increase every three years beginning on October 1,
2011. Effective October 1, 2014, monthly payments increased to
$1,500 and increased to $1,708 on October 1, 2017. The loan is
secured by a second lien on the Ridge Run property. During 2020,
NCHFA granted a deferral of its loan payment for three months due
to the COVID-19 pandemic. These payments will be added to the
amount due with the balloon payment at maturity. 480,306 498,156

Heatherton: Carrying value - $637,393

Mortgage payable, due to Truist Financial Corporation in the amount
of $359,300. The mortgage bears interest at 5.49% annually with
monthly principal and interest payments of $2,489. All unpaid
accrued interest and principal is due on October 5, 2025. The
mortgage is secured by a lien on the Heatherton Park property.
During 2020, Truist granted a deferral of its loan payment for four
months due to the COVID-19 pandemic. These payments will be
added to the amount due with the balloon payment at maturity. 326,042 338,302

Louisburg: Carrying value - $605,550

Mortgage payable to USDA RD, in monthly installments, including
interest. The monthly payment is reduced by a payment subsidy
under an interest credit agreement, which continues as long as the
Organization and Project remain in compliance with the provisions of
the loan agreement. The mortgage payments are based on a 50-year
amortization, with an expected maturity date at the end of a 30-year
term (September 2035). The mortgage is collateralized by a deed of
trust on the Louisburg property. During 2020, USDA RD granted a
deferral of its loan payments for three months pursuant to the CARES
Act. The deferred principal and interest payments will be added to
the amount due with the final payment at maturity. 278,959 292,167
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2021 2020

Piedmont Village: Carrying value - $2,526,883

Mortgage payable to USDA RD, in monthly installments, including
interest. The monthly payment is reduced by a payment subsidy
under an interest credit agreement, which continues as long as the
Organization and Project remain in compliance with the provisions of
the loan agreement. The mortgage payments are based on a 50-year
amortization, with an expected maturity date at the end of a 30-year
term (October 2044). The mortgage is collateralized by a deed of
trust on the Piedmont Village property. During 2020, USDA RD
granted a deferral of its loan payments for three months pursuant to
the CARES Act. The deferred principal and interest payments will be
added to the amount due with the final payment at maturity. $ 1,636,859 § 1,653,848

Non-interest bearing $528,461 and $510,340 rehabilitation loans
using HOME Investments Partnership funding under the Preservation
Loan Program of the NCHFA. These loans were a twelve month non-
revolving construction loan that converted to a permanent loan on
October 23, 2007. Under the loan terms, the loans mature on October
23, 2036 and October 23, 2033 and are secured by a deed of trust on
the Piedmont Village property. 1,038,801 1,038,801

River Ridge: Carrying value - $726,850

Mortgage payable to USDA RD, in monthly installments, including
interest. The monthly payment is reduced by a payment subsidy
under an interest credit agreement, which reduces the rate to 1%,
which continues as long as the Organization and Project remain in
compliance with the provisions of the loan agreement. The mortgage
payments are based on a 50-year amortization, with an expected
maturity date at the end of a 30-year term (August 2034). The
mortgage is collateralized by a deed of trust on the River Ridge
property. During 2020, USDA RD granted a deferral of its loan
payments for three months pursuant to the CARES Act. The deferred
principal and interest payments will be added to the amount due with
the final payment at maturity. 401,991 421,772

Northpoint Commons I: Carrying value - $961,010

Mortgage payable due to NCHFA in the amount of $614,420.
Mortgage is noninterest bearing and all unpaid principal is due
December 1, 2034. Once the principal amount becomes due and is
unpaid, interest will accrue at 10% per annum until fully paid. The

note is secured by a deed of trust on the Northpoint Commons I
property. 614,420 614,420
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NOTE I - LONG-TERM DEBT (Continued)
2021 2020

Northpoint Commons I: Carrying value - $961,010 (Continued)

Mortgage payable due NCHFA under the HOME Program pursuant
to the Rental Production Program. The mortgage bears interest at 2%
per annum. Principal and interest payments are to be made beginning
on November 1, 2003 and continuing monthly as follows: $2,907.67
for year 1; $2,872.33 for year 2; $2,831.00 for year 3; $2,783.17 for
year 4; $2,728.50 for year 5; $2,667.67 for year 6; $2,597.17 for year
7; $2,519.58 for year 8; $2,433.50 for year 9; $2,338.33 for year 10;
$2,233.75 for year 11; $2,119.17 for year 12; $1,994.00 for year 13;
$1,858.00 for year 14; $1,710.00 for year 15; $1,549.00 for year 16;
$1,376.00 for year 17; $1,188.00 for year 18; $987.00 for year 19;
and $770.00 for year 20. All outstanding principal and accrued
interest is due on October 1, 2025. The note is secured by a deed of
trust on the Northpoint Commons I property. During 2020, NCHFA
granted a deferral of its loan payment for three months due to the
COVID-19 pandemic. These payments will be added to the amount
due with the balloon payment at maturity. $ 403,627 $ 413,687

Community Rentals: Carrying value - $2,943,438

First Citizens Bank & Trust, in the original amount of $500,000,
requires monthly payments of $3,476, including interest at 3.05%,
due December 2025, secured by deed of trust on the Pearl Street
property. 473,382 500,000

First Citizens Bank & Trust, in the original amount of $1,312,500,
requires monthly interest only payments at 2.9% and one balloon
payment of all outstanding principal and accrued interest due May 9,
2023, secured by deed of trust on the Heywood Road property. 1,312,500 -

TD Bank, N.A., interest at 4.75%, payable in monthly principal and
interest payments of $3,100, due December 3, 2022, secured by deed
of trust on 401 Depot Street (railroad property). During the year
ended December 31, 2021, the note was paid in full. - 204,405

Wells Fargo EQ2, interest shall be paid quarterly at a rate of 2%. In
addition, beginning on the reset date as defined in the loan agreement,
quarterly principal payments of $31,250 are required to repay the
principal in 8 equal installments. All principal and any interest is due
on March 26, 2024. 250,000 250,000

Loan Fund:

The Community Foundation of Western North Carolina, Inc., of
$250,000, with a stated interest rate of 1.0%. Interest only payments
are due quarterly, beginning April 1, 2015. A final lump sum
payment of $250,000 plus accrued interest is due on December 31,

2023. 250,000 250,000
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2021 2020

Loan Fund (Continued):

Neighborworks Capital Corporation, in the amount of $1,000,000,
with quarterly interest-only payments at 3.0%. All principal and any
interest is due on September 30, 2023. $ 1,000,000 $ 1,000,000

Pinnacle Down Payment Program Loan of $75,000, noninterest
bearing, forgivable over a five year period. The purpose of the grant
is for MHO Loan Fund, Inc. to make down payment loans to Pinnacle
clients that are referred to the Organization by Pinnacle. 60,000 -

Management & General: Carrying value - Office- $172,896

First Citizens Bank & Trust, requires monthly payments of $910,
including interest at 4.0%, due August 2021, secured by deed of trust
on 64 Clingman Avenue, Suite 101. - 78,156

First Citizens Bank & Trust, requires monthly payments of $715,
including interest at 4.0%, due August 2021, secured by deed of trust
on 64 Clingman Avenue, Suite 202. - 61,357

Affordable Homeownership: Carrying value - $1,356,079

HomeTrust Bank Construction Loan up to a max loan amount of
$1,962,780, interest at prime rate, as defined by lender (3.25% at
December 31, 2021 and 2020) with a floor of 4%, payable in interest
only payments, and one balloon payment due June 19, 2021, secured
by a deed of trust on the development of Lillie Farm Cove (Single
Family Homes). - 407,321

HomeTrust Bank Construction Loan up to a maximum loan amount
of $1,000,000, interest at 1% over prime rate, as defined by lender
(4.25% at December 31, 2021), payable in interest only payments,
and one balloon payment due May 13, 2022, secured by a deed of
trust on 6 lots in the Townhomes at Cherry Blossom Cove
development. Subsequent to year-end, the loan was repaid with
proceeds from sale of the 6 lots. 485,914 -

14,729,066 14,415,488
Less current maturities (1,278,287) (1,177,587)

13,450,779 13,237,901
Less debt issuance cost, unamortized (44,578) (23,038)

$ 13,406,201 § 13,214,863

Debt issuance costs are being amortized to interest expense over the life of the loan. At December 31, 2021
and 2020, accumulated amortization of debt issuance costs was $30,709 and $24,634, respectively.
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Estimated maturities of the long-term debt, per project, as of December 31, 2021, for the next five years are
as follows (See Note P):

Project 2022 2023 2024 2025 2026

Laurel Bridge $ - $ - $ - $ - $ 335,000
Broadway - - - 183,520 -
Annandale 65-67 - - - - -
Annandale 61-63 - - - - -

Trinity Chapel - - - - -
Merrimon 2,586 2,749 2,922 3,106 3,301
Glen Rock Hotel 24,096 24,932 25,801 258,176 13,484
Glen Rock Commercial 13,203 13,789 267,458 - -
Glen Rock Hotel Commercial - - - - -
Arden River 34,767 49,572 50,721 51,587 202,024
Wind Ridge 13,969 14,611 15,282 15,984 16,719
Cedar Trace 13,218 13,904 14,579 283,466 -
Compton Place 4,509 548,971 3,962 3,962 3,962
FoxRun Ridge 491,515 11,790 12,363 240,375 -
Heatherton 12,273 12,964 13,693 287,113 -
Louisburg 13,935 14,703 15,513 16,368 17,270
Piedmont Village 17,681 18,401 19,151 19,931 20,743
River Ridge 21,079 22,463 23,937 25,509 27,183
Northpoint Commons I 8,138 5,998 3,683 385,808 -
Community Rentals 121,403 1,466,008 60,890 387,832 -
Loan Fund - 1,250,000 - - -
Management & General - - - - -
Affordable Homeownership 485,915 - - - -
Total $1,278,287  $3,470,855 $ 529,955 $ 2,162,737  $ 639,686

Estimated future maturities of the long-term debt at December 31, 2021 are as follows:

2022 $ 1,278,287
2023 3,470,855
2024 529,955
2025 2,162,737
2026 639,686
Thereafter 6,647,546
$ 14,729,066

Collateral secured by deeds of trust on the above notes payable have a carrying value of $18,222,190.
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NOTE J - LINES OF CREDIT

On August 30, 2021, the Organization renewed its unsecured line of credit with First Citizens Bank &
Trust Company in the amount of $750,000, with interest at prime plus .5 basis points (3.75% at December
31, 2021) due in full on August 4, 2023. The Organization had outstanding obligations under this line of
credit of $0 and $0 at December 31, 2021 and 2020, respectively. Additionally on April 28, 2021, the
Organization renewed its second unsecured line of credit with First Bank in the amount of $400,000, with
interest at prime (3.25% at December 31, 2021) due on May 1, 2023. The Organization had outstanding
obligations under this line of credit of $0 and $0 at December 31, 2021 and 2020, respectively.

NOTE K - COMMERCIAL LEASES

The Organization entered into lease agreements to rent 2 commercial spaces of the Glen Rock Commercial
property. The leases were for an initial term ranging from 3 to 5 years. Renewal options are available to
the lessee provided that they are not in default in any obligations under the lease agreement. For each
month of the term, the tenant shall pay base rent as defined in the agreement. Subsequent to year-end, the
commercial spaces at Glen Rock Commercial were sold (See Note P).

In addition, the Organization entered into lease agreement to rent a commercial space of the Pearl Street
property for a term of 3 years. For each month of the term, the tenant shall pay base rent as defined in the
agreement.

The following is a schedule, by years, of future minimum rentals for the succeeding five years based on the
initial lease term.

2022 $ 48,181
2023 38,500
2024 -
2025 -
2026 ‘

$ 86,681

NOTE L - CAPITAL LEASE OBLIGATIONS

The Organization leases various equipment under capital leases with interest rates ranging from 15.57% to
24.08% and a total carrying value of $12,950 at December 31, 2021.

Total future minimum capital lease payments are as follows for the years ending December 31:

2022 $ 6,296
2023 6,296
2024 6,296
2025 3,263
Less amount representing interest 6,964
Present value of lease obligations $ 15,187
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NOTE M - RELATED PARTY TRANSACTIONS

The Organization holds a membership interest in separate limited liability companies ("LLCs") that own
and operate apartment developments as described in Note F.

Additionally, the Organization holds a member interest in both joint venture projects known as EMP
Commercial, LLC and Maple Crest.

The Organization entered into development agreements to provide development services to the LLCs in
which the Organization is the managing member. The Organization's services to the LLCs include
overseeing the construction of the projects. The Organization records developer fee revenue once earned
and paid based on the benchmarks per each agreement.

Also, the Organization provides funding for pre-development costs which are typically reimbursed at initial
closing of the construction loan. Any remaining balance not reimbursed during the development phase will
be considered a non-interest bearing advance and is payable based on the Project's net cash flow as defined
in each Project's operating agreement.

The Organization receives incentive management fees from the LLCs in which it has a managing member
interest under incentive management agreements. The incentive management fee is noncumulative and
determined based on the net cash flow remaining after the payment of the priority payments set forth in the
net cash flow distribution of the LLCs.

The Organization has notes receivable and related interest due from the LLCs in which the Organization
has a managing member interest. The notes bear interest at rates between 0% and 4.7%, with monthly
principal and interest payments between $163 and $1,460. All accrued interest and principal are due the
earlier of the sale or refinancing of the LLCs or various other dates through December 31, 2045.

Amounts due from related parties: 2021 2020
Development advances:
Villas at Fallen Spruce $ - $ 3,853
Glen Rock 15,588 588
Eagle Market - Residential 3,500 -
Eagle Market - Commercial 11,900 -
$ 30,988 $ 4,441
Development fees receivable:
East Haven $ 557,555 $ -
Maple Crest 95,621 -

$ 653,176 § -

Accounts receivable, related projects:

Northpoint Commons II $ 22,712 § 20,815
Griffin 30,000 30,000
Crowell Park 40,000 40,000
Glen Rock - 6,855
Larchmont 46,000 46,000
Westmore 54,000 54,000
Mars Hill Commons - 48,000
Villas at Fallen Spruce 6,708 9,537
East Haven 63,115 -

$ 262,535 § 255,207
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2021 2020
Notes receivable, related projects:
Northpoint Commons II $ 363,828 $ 367,171
Griffin 48,551 50,061
Crowell Park 403,734 412,664
Glen Rock 246,853 273,926
Westmore, including accrued interest 569,957 583,060
Larchmont 212,000 212,000
EMP Commercial 500,000 488,230
Eagle Market Place 2,368,732 2,368,732
Mars Hill Commons, including accrued interest 811,863 806,439
Villas at Fallen Spruce, including accrued interest 706,209 761,771
East Haven 2,250,000 2,082,501

$ 8,481,727 § 8,406,555

Income from related parties:
Developer fee and consulting income:

East Haven $ 798,271 $ 112,974
Maple Crest 95,621 -
Deaverview 75,000 -

$ 968,892 § 112,974

Interest, notes receivable:

Northpoint Commons II $ 3,656 $ 3,690
Griffin 440 516
Crowell Park 8,169 8,358
Mars Hill Commons 5,424 5,424
Villas at Fallen Spruce 4,043 5,133
Westmore 10,760 10,760
$ 32492 § 33,881
Incentive management fees:
Northpoint Commons II $ 22,714 § 20,815
Griffin 30,002 30,002
Crowell Park 40,001 40,000
Glen Rock - 6,855
Larchmont 46,003 46,002
Villas at Fallen Spruce 7,767 15,662
Westmore 54,001 54,000
Mars Hill Commons - 48,000
East Haven 90,351

$ 290,839 § 261,336
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NOTE N - PENSION PLAN

All eligible employees of the Organization may contribute to a 403(b) plan. The Organization makes a
contribution to the Plan each year equal to 3% of each eligible employee's annual compensation. The
Organization's contribution for the years ended December 31, 2021 and 2020 was $36,628 and $33,929,
respectively.

NOTE O - CONCENTRATIONS, COMMITMENTS AND CONTINGENCIES

The Organization maintains its cash in financial institutions insured by the Federal Deposit Insurance
Corporation (the "FDIC"). Deposit accounts, at times, may exceed federally insured limits. At December
31, 2021, amounts on deposit at financial institutions are in excess of insured limits by $2,441,758.

In the normal course of operations, the Organization participates in a number of Federal and State assisted
grant programs. These programs are subject to audit by the grantors or their representatives. Such audits
could lead to request for reimbursement to the grantor agency for expenditures disallowed under the terms
of the grant. Presently, the Organization has no such request pending, and in the opinion of management,
any such amount would not be considered material.

The Organization provides mortgage assistance primarily to low and moderate income individuals. Notes
receivable, home-ownership are secured by the property purchased or improved. Also, the Organization
has real estate held for development which is restricted as to geographical area and affordable housing
requirements.

The Organization has received FHLB of Atlanta Affordable Housing Program ("AHP") funds to assist with
the development and construction of East Haven, Mars Hill Commons and Villas at Fallen Spruce. These
funds have been passed-through to the operating entity by evidence of a promissory note or other type of
security interest agreement. In accordance with the agreements, repayment to the AHP lender is not
required as long as the tax credit project remains in compliance for the 15 year AHP retention period (Mars
Hill and Villas both ending February 2032, East Haven ending December 2035).

Pursuant to the Operating Agreement of each separate limited liability company, the Organization has
guaranteed to contribute funds if at any time after the Completion Date, as defined, an operating deficit
exists and the operating reserve account is depleted. The obligation continues until (1) the operating
reserve is fully funded; (2) the qualifications of the final installment have been satisfied; and (3) the Project
has operated at Break-Even for at least 5 years following 100% Qualified Occupancy. The Organization
may also be required to provide credit adjuster advances to the Investor Member pursuant to the Operating
Agreement. As of December 31, 2021, the Organization had not been required to make any operating
deficit contributions or credit adjuster advances to the investee.

The following is a summary of the maximum contingent liabilities pursuant to these guarantee agreements:

2021 Release date
Eagle Market $ 220,000 2023
East Haven 262,798 2025
Maple Crest 866,161 2026

$ 1,348,959
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In addition, the Organization is from time to time asked to guarantee construction loans on the development
of certain tax credit entities. These loans become nonrecourse when permanent financing is secured.
During 2020, the Organization guaranteed a loan with Eagle Market Streets Development Corporation
("EMSDC") and executed a corresponding promissory note with EMSDC providing repayment to the
Organization in the event the Organization is required to advance funds in connection with the guarantee.

Construction
Maximum Loan Balance
Loan Amount at 12/31/2021

Construction Loan Guarantees:
East Haven (First Citizens repaid February 2022) $ 8,000,000 $ 5,268,296
EMSDC (First Citizens due March 6, 2025) $ 170,000 $ -

On March 27, 2020, the federal government passed the Coronavirus Aid, Relief and Economic Security
(“CARES”) Act that created up to $349 billion in forgivable loans known as the (“Paycheck Protection
Program”) to businesses and not for profit organizations to pay employees during the COVID-19 pandemic.
If the businesses and not for profit organizations used the Payroll Protection Program loan funds to cover
payroll costs, mortgage interest, rent and utility costs over an 8 or 24 week period after the loan was made
and maintained employee and compensation level, they can request forgiveness of the loan. During the
year ended December 31, 2020, the Organization obtained $295,600 in Paycheck Protection Program loan
proceeds. On November 13, 2020, the Small Business Administration approved forgiveness of the loan.
Therefore, the total of $295,600 is included in grant income during the year ended December 31, 2020
representing the income resulting from the forgiveness of the loan.

On March 11, 2020, the World Health Organization characterized an outbreak of a novel strain of
coronavirus (COVID-19) as a pandemic. There has been no immediate impact to the Organization’s
operations. Future potential impacts may include disruptions in operations or other pandemic related
issues. The future effects of these issues are unknown.

NOTE P - SUBSEQUENT EVENTS

The Organization has evaluated events and transactions for potential recognition or disclosure through June
29, 2022, which is the date the consolidated financial statements were available to be issued.

Subsequent to year-end, on February 11, 2022, the Organization sold a commercial unit (Unit 130) at the
Glen Rock Commercial property at a sales price of $575,000. The existing commercial lease for that unit
was assigned to the buyer at closing.

Subsequent to year-end, a non-profit corporation executed a Memorandum of Understanding with the
Organization to transfer its portfolio of 75 units of affordable housing, including ownership of six
supportive housing projects and sponsorship, as defined by the U.S. Department of Housing and Urban
Development ("HUD") and five current and former Section 202 and Section 811 projects to the
Organization. In addition, as consideration for the transfer of ownership of the supportive housing projects,
the Organization will assume the outstanding balances of the existing mortgage loans of the Projects. Also,
In consideration for the receipt of grant funds in the amount of the $600,000 from Dogwood Health Trust,
the Organization will record restrictions or deed covenants to maintain affordability of each of the Projects
for an additional thirty years.
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Subsequent to year-end, the Organization has begun negotiations with the City of Asheville to develop a
plan related to the HOME down payment assistance loans to comply with certain monitoring requirements
outlined by HUD during a review of compliance with program regulations to the City of Asheville over its
HOME program. During 2021, the City of Asheville was issued findings by HUD for not properly
monitoring its HOME funded homebuyer assistance program which the Organization operates as its
subrecipient. The plan will include modified recapture terms for the Organization to follow when
homebuyers repay their loans to MHO. Approximately $1.5 million of the notes receivable homeownership
program are included as the loans currently in consideration for these modifications to the original terms of
the HOME down payment assistance program. Additionally the Organization is working with the City to
comply with the monitoring of homebuyers principal residency and tracking and monitoring of HOME
funded homebuyer activities in HUD's Integrated Disbursement Information System ("IDIS").
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MOUNTAIN HOUSING OPPORTUNITIES, INC.

Consolidating Statement of Financial Position
December 31, 2021

Assets

Current Assets:
Cash and cash equivalents
Accounts receivable, operations
Developer fee receivable
Grants and contributions receivable
Restricted deposits and funded reserves
Development advances
Real estate held for development, current
Other current assets

Total current assets

Notes receivable, home-ownership, net
Property and equipment, net

Development and construction in progress, long-term

Real estate held for development, long-term
Notes receivable, related projects
Investments in projects

Liabilities and Net Assets
Current Liabilities:
Current maturities of long-term debt
Current portion of capital lease obligations
Accounts payable
Accrued expenses
Deferred revenue
Total current liabilities
Tenant security deposits
Capital lease obligations, net of current portion
Long-term debt, net of current maturities and
debt issuance costs
Total liabilities

Net Assets:
Without donor restrictions
With donor restrictions
Total net assets

See Independent Auditor's Report

Adjusting and MHO Loan
Consolidating Eliminating MHO Fund
$ 2,713,331 $ - $ 2,028,141 $ 685,190
413,179 - 413,173 6
653,176 - 653,176 -
263,621 - 232,139 31,482
2,952,486 - 2,952,486 -
30,988 - 30,988 -
1,711,079 - 1,711,079 -
256,824 - 256,824 -
8,994,684 - 8,278,006 716,678
4,610,275 (390,874) 147,405 4,853,744
14,481,450 - 14,478,831 2,619
4,054,280 - 4,054,280 -
1,401,074 - 1,401,074 -
8,481,727 (2,073,118) 6,981,727 3,573,118
817 - 817 -
$ 42024307 $ (2,463,992) §$ 35342140 $ 9,146,159
$ 1,278,287 §$ - $ 1,278,287 $ -
6,296 - 6,296 -
222,043 - 222,027 16
179,677 - 177,333 2,344
157,991 - 114,483 43,508
1,844,294 - 1,798,426 45,868
116,848 - 116,848 -
8,891 - 8,891 -
13,406,201 (2,073,118) 14,169,319 1,310,000
15,376,234 (2,073,118) 16,093,484 1,355,868
15,849,238 (390,874) 12,129,985 4,110,127
10,798,835 - 7,118,671 3,680,164
26,648,073 (390,874) 19,248,656 7,790,291
$ 42,024,307 $ (2,463,992) $ 35342,140 $ 9,146,159
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December 31, 2020

Assets
Current Assets:
Cash and cash equivalents
Accounts receivable, operations
Grants and contributions receivable
Restricted deposits and funded reserves
Development advances
Real estate held for development, current
Other current assets
Total current assets

Notes receivable, home-ownership, net
Property and equipment, net

Development and construction in progress, long-term

Real estate held for development, long-term
Notes receivable, related projects
Investments in projects

Liabilities and Net Assets
Current Liabilities:
Current maturities of long-term debt
Current portion of capital lease obligations
Accounts payable
Accrued expenses
Deferred revenue
Total current liabilities
Tenant security deposits
Capital lease obligations, net of current portion
Long-term debt, net of current maturities and
debt issuance costs
Total liabilities

Net Assets:
Without donor restrictions
With donor restrictions
Total net assets

See Independent Auditor's Report

Adjusting and MHO Loan
Consolidating Eliminating MHO Fund
$ 2565239 $ - $§ 1,996,875 $ 568,364
470,528 - 470,509 19
277,520 - 218,538 58,982
2,517,909 - 2,517,909 -
4,441 - 4,441 -
1,340,673 - 1,340,673 -
201,586 - 201,586 -
7,377,896 - 6,750,531 627,365
4,410,913 (406,387) 104,074 4,713,226
15,608,038 - 15,606,366 1,672
861,759 - 861,759 -
1,744,852 - 1,744,852 -
8,406,555 (1,717,552) 6,906,555 3,217,552
817 - 817 -
$ 38,410,830 $ (2,123,939) $ 31,974,954 § 8,559.815
$ 1,177,587 $§ (1,717,552) § 2,895,139 § -
6,296 - 6,296 -
167,380 - 167,089 291
229,042 - 227,587 1,455
76,738 - 76,135 603
1,657,043 (1,717,552) 3,372,246 2,349
123,189 - 123,189 -
11,067 - 11,067 -
13,214,863 - 11,964,863 1,250,000
15,006,162 (1,717,552) 15,471,365 1,252,349
12,945,047 (406,387) 9,737,172 3,614,262
10,459,621 - 6,766,417 3,693,204
23,404,668 (406,387) 16,503,589 7,307,466
$ 38,410,830 $ (2,123939) §$ 31974954 § 8,559,815
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Consolidating Statement of Activities and Changes in Net Assets

Year Ended December 31, 2021

Revenue and Other Support:
Grants - governmental
Grants - private and local
Contributions
Developer and consulting fees
Rental revenue
Incentive management fees
Interest
Miscellaneous
Contribution (expense) from MHO

Total revenue and other support

Expenses:
Salaries and benefits
Program fees
Insurance
Development and construction
Professional fees
Travel
Office expense
Equipment expense
Professional development
Bad debts
Other expenses
Maintenance and operating
Utilities
Administrative
Taxes and insurance
Depreciation
Interest - debt issuance costs
Interest
Other non-project expenses

Total expenses

Other gains (losses):
Gain on sale of real estate held for development
Gain on disposal of property and equipment
Net present value adjustment on homeowner notes

Increase in net assets
Net assets, beginning
Net assets, ending

See Independent Auditor's Report

Adjusting and MHO Loan
Consolidating Eliminating MHO Fund
1,536,680 $ - $§ 1,218,868 §$ 317,812
1,646,762 - 1,631,762 15,000
415,040 - 277,110 137,930
968,892 - 968,892 -
3,895,257 - 3,895,257 -
290,839 - 290,839 -
386,367 (60,770) 39,266 407,871
191,891 - 185,891 6,000
- - 10,524 (10,524)
9,331,728 (60,770) 8,518,409 874,089
1,706,102 - 1,488,955 217,147
192,429 - 187,898 4,531
55,229 - 51,931 3,298
564,667 - 564,206 461
101,258 - 92,143 9,115
8,818 - 8,800 18
77,104 - 70,296 6,808
20,011 - 18,175 1,836
6,604 - 6,241 363
96,944 - 27,979 68,965
3,597 - 3,457 140
1,219,484 - 1,219,484 -
305,764 - 305,764 -
944,312 - 944,312 -
134,626 - 134,626 -
507,815 - 507,192 623
6,075 - 6,075 -
275,991 (60,770) 301,722 35,039
3,078 - 3,078 -
6,229,908 (60,770) 5,942,334 348,344
51,544 - 51,544 -
177,199 - 177,199 -
(87,158) 15,513 (59,751) (42,920)
141,585 15,513 168,992 (42,920)
3,243,405 15,513 2,745,067 482,825
23,404,668 (406,387) 16,503,589 7,307,466
$ 26,648,073 $ (390,874) $ 19,248,656 $ 7,790,291
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Consolidating Statement of Activities and Changes in Net Assets

Year Ended December 31, 2020

Revenue and Other Support:
Grants - governmental
Grants - private and local
Contributions
Developer and consulting fees
Rental revenue
Incentive management fees
Interest
Miscellaneous
Total revenue and other support

Expenses:
Salaries and benefits
Program fees
Insurance
Development and construction
Professional fees
Travel
Office expense
Equipment expense
Professional development
Bad debts
Other expenses
Maintenance and operating
Utilities
Administrative
Taxes and insurance
Depreciation
Interest - debt issuance costs
Interest

Total expenses

Other gains (losses):
In-kind revenue
Gain on sale of real estate held for development
Loss on disposal of property and equipment
Net present value adjustment on homeowner notes

Increase (decrease) in net assets
Net assets, beginning
Net assets, ending

See Independent Auditor's Report

Adjusting and MHO Loan
Consolidating Eliminating MHO Fund
$ 1,532,536 $ - $ 1,382,211 $ 150,325
751,866 - 751,866 -
166,073 - 166,073 -
112,974 - 112,974 -
3,707,343 - 3,707,343 -
261,336 - 261,336 -
271,967 (66,914) 50,957 287,924
201,253 - 193,253 8,000
7,005,348 (66,914) 6,626,013 446,249
1,555,113 - 1,377,467 177,646
86,332 - 82,846 3,486
67,423 - 63,673 3,750
480,386 - 477,706 2,680
104,992 - 95,381 9,611
9,711 - 9,623 88
72,309 - 66,706 5,603
30,772 - 28,115 2,657
6,162 - 5,293 869
21,916 - 21,916 -
5,413 - 5,266 147
1,094,564 - 1,094,564 -
291,558 - 291,558 -
905,174 - 905,174 -
138,858 - 138,858 -
494,959 - 494,513 446
5,812 - 5,812 -
302,143 (66,914) 329,406 39,651
5,673,597 (66,914) 5,493,877 246,634
1,400 - 1,400 -
193,634 - 193,634 -
(2,557) - (2,557) -
(77,051) (406,387) 267,194 62,142
115,426 (406,387) 459,671 62,142
1,447,177 (406,387) 1,591,807 261,757
21,957,491 - 14,911,782 7,045,709
$ 23,404,668 $§ (406,387) $ 16,503,589 § 7,307,466
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Supplemental Information - Combined MHO by Program

December 31, 2021
Adjusting and Affordable Emergency Community Management
MHO Total Eliminating Homeownership Repair Rentals and General
Assets
Current Assets:
Cash and cash equivalents $ 2028141 $ - $ 9,802 $ (124,425) $ 1,886,793 $ 255,971
Accounts receivable, operations 413,173 - 14,140 104 377,865 21,064
Development fee receivable 653,176 - - - 653,176 -
Grants and contributions receivable 232,139 - - 194,997 37,142 -
Restricted deposits and funded reserves 2,952,486 - - - 2,952,486 -
Development advances 30,988 - - - 30,988 -
Real estate held for development, current 1,711,079 - 1,711,079 - - -
Other current assets 256,824 - 189,650 - 59,704 7,470
Total current assets 8,278,006 - 1,924,671 70,676 5,998,154 284,505
Notes receivable, home-ownership, net 147,405 - 147,405 - - -
Property and equipment, net 14,478,831 - - 2,250 14,228,440 248,141
Development and construction in progress, long-term 4,054,280 - - - 4,040,688 13,592
Real estate held for development, long-term 1,401,074 - 1,401,074 - - -
Notes receivable, related projects 6,981,727 - - - 6,981,727 -
Investment in projects 817 - - - 817 -
$ 35,342,140 $ - $ 3,473,150 $ 72,926 $ 31,249826 $ 546,238
Liabilities and Net Assets
Current Liabilities:
Current maturities of long-term debt $ 1278287 $ - $ 485915  §$ - $ 792372 $ -
Current portion of capital lease obligations 6,296 - - - - 6,296
Accounts payable 222,027 - 46,580 4,715 134,329 36,403
Accrued expenses 177,333 - 4,111 1,883 37,922 133,417
Deferred revenue 114,483 - - - 114,483 -
Total current liabilities 1,798,426 - 536,606 6,598 1,079,106 176,116
Tenant security deposits 116,848 - 850 - 115,998 -
Capital lease obligations, net of current portion 8,891 - - - 8,891
Long-term debt, net of current maturities and
debt issuance costs 14,169,319 - 937,552 - 13,131,767 100,000
Total liabilities 16,093,484 - 1,475,008 6,598 14,326,871 285,007
Net Assets:
Without donor restrictions 12,129,985 - 1,834,048 (63,672) 10,098,378 261,231
With donor restrictions 7,118,671 - 164,094 130,000 6,824,577 -
Total net assets 19,248,656 - 1,998,142 66,328 16,922,955 261,231
$ 35342140 § - $ 3,473,150 § 72,926 $ 31,249826 $ 546,238

See Independent Auditor's Report
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Supplemental Information - Combined MHO by Program

December 31, 2020
Adjusting and Affordable Emergency Community Management
MHO Total Eliminating Homeownership Repair Rentals and General
Assets
Current Assets:
Cash and cash equivalents $ 1,996,875 $ - $ 290,185 $ (74,201) $ 1,571,448 209,443
Accounts receivable, operations 470,509 - 74,805 846 358,788 36,070
Grants and contributions receivable 218,538 - - 153,538 65,000 -
Restricted deposits and funded reserves 2,517,909 - - - 2,517,909 -
Development advances 4,441 - - - 4,441 -
Real estate held for development, current 1,340,673 - 1,340,673 - - -
Other current assets 201,586 - 123,825 - 70,291 7,470
Total current assets 6,750,531 - 1,829,488 80,183 4,587,877 252,983
Notes receivable, home-ownership, net 104,074 - 104,074 - - -
Property and equipment, net 15,606,366 - - 2,819 15,337,885 265,662
Development and construction in progress, long-term 861,759 - - - 861,759 -
Real estate held for development, long-term 1,744,852 - 1,744,852 - - -
Notes receivable, related projects 6,906,555 - - - 6,906,555 -
Investment in projects 817 - - - 817 -
$ 31,974954 $ - $ 3,678,414 §$ 83,002 $ 27694893 §$ 518,645
Liabilities and Net Assets
Current Liabilities:
Current maturities of long-term debt $ 2,895,139 $ - $ 1,344,876  $ - $ 1,410,750  $ 139,513
Current portion of capital lease obligations 6,296 - - - - 6,296
Accounts payable 167,089 - 60,090 - 104,320 2,679
Accrued expenses 227,587 - 1,796 1,370 92,723 131,698
Deferred revenue 76,135 - - - 76,135 -
Total current liabilities 3,372,246 - 1,406,762 1,370 1,683,928 280,186
Tenant security deposits 123,189 - 2,500 - 120,689 -
11,067 - - - - 11,067
Long-term debt, net of current maturities and
debt issuance costs 11,964,863 - - - 11,964,863 -
Total liabilities 15,471,365 - 1,409,262 1,370 13,769,480 291,253
Net Assets:
Without donor restrictions 9,737,172 - 2,102,058 (4,804) 7,412,526 227,392
With donor restrictions 6,766,417 - 167,094 86,436 6,512,887 -
Total net assets 16,503,589 - 2,269,152 81,632 13,925,413 227,392
$ 31974954 $ - $ 3,678,414  §$ 83,002 $ 27694893 §$ 518,645

See Independent Auditor's Report
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Supplemental Information - Combined MHO by Program
Year Ended December 31, 2021

Adjusting and Affordable Emergency Community Management
MHO Total Eliminating Homeownership Repair Rentals and General
Public Support and Other Revenues:
Grants - governmental $ 1,218,868 - $ 143,791 $ 552,665 $ 432912  § 89,500
Grants - private and local 1,631,762 - - 166,762 1,460,000 5,000
Contributions 277,110 - 732 15,463 110,135 150,780
Developer and consulting fees 968,892 - - - 968,892 -
Rental revenue 3,895,257 - - - 3,895,257 -
Incentive management fees 290,839 - - - 290,839 -
Interest 39,266 - 21 - 39,245 -
Miscellaneous 185,891 - 41,840 11,755 131,605 691
Contribution (expense) from MHO 10,524 - (18,875) (11,929) (37,388) 78,716
Total revenue and other support 8,518,409 - 167,509 734,716 7,291,497 324,687
Expenses:
Salaries and benefits 1,488,955 - 314,139 241,639 765,123 168,054
Program fees 187,898 - 939 4,939 151,739 30,281
Insurance 51,931 - 17,589 9,719 14,414 10,209
Development and construction 564,206 - 15,289 474,394 74,523 -
Professional fees 92,143 - 11,981 4,884 40,277 35,001
Travel 8,300 - 6,103 577 1,187 933
Office expense 70,296 - 12,529 10,214 27,957 19,596
Equipment expense 18,175 - 3,245 2,020 7,351 5,559
Professional development 6,241 - 513 119 4,553 1,056
Bad debt expense 27,979 - - - 27,979 -
Other expenses 3,457 - 292 121 1,879 1,165
Maintenance and operating 1,219,484 - - - 1,219,484 -
Utilities 305,764 - - - 305,764 -
Administrative 944,312 - - - 944,312 -
Taxes and insurance 134,626 - - - 134,626 -
Depreciation 507,192 - - 568 489,103 17,521
Interest - debt issuance costs 6,075 - - - 6,075 -
Interest 301,722 - 47,693 826 251,730 1,473
Other non-project expenses 3,078 - - - 3,078 -
Total expenses 5,942,334 - 430,312 750,020 4,471,154 290,848
Other gains (losses):
Gain on sale of real estate held for development 51,544 - 51,544 - - -
Gain on disposal of property and equipment 177,199 - - - 177,199 -
Net present value adjustment on homeowner notes (59,751) - (59,751) - - -
168,992 - (8,207) - 177,199 -
Increase (decrease) in net assets 2,745,067 - (271,010) (15,304) 2,997,542 33,839
Net assets, beginning 16,503,589 - 2,269,152 81,632 13,925,413 227,392
Net assets, ending $ 19,248,656 - $ 1,998,142 $ 66,328 $§ 16,922955 § 261,231

See Independent Auditor's Report
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Supplemental Information - Combined MHO by Program
Year Ended December 31, 2020

See Independent Auditor's Report

Adjusting and Affordable Emergency Community Management
MHO Total Eliminating Homeownership Repair Rentals and General
Public Support and Other Revenues:
Grants - governmental $ 1,382,211 - $ 380,852  § 470,958 $ 288270 $ 242,131
Grants - private and local 751,866 - 15,000 150,266 565,000 21,600
Contributions 166,073 - - 21,742 42,390 101,941
Developer and consulting fees 112,974 - - - 112,974 -
Rental revenue 3,707,343 - - - 3,707,343 -
Incentive management fees 261,336 - - - 261,336 -
Interest 50,957 - 4,659 - 46,298 -
Miscellaneous 193,253 - 76,891 9,452 59,671 47,239
Total revenue and other support 6,626,013 - 477,402 652,418 5,083,282 412,911
Expenses:
Salaries and benefits 1,377,467 - 334,415 244,219 649,144 149,689
Program fees 82,846 - 4,146 5,361 54,110 19,229
Insurance 63,673 - 27,369 14,628 14,558 7,118
Development and construction 477,706 - 11,917 344,678 121,111 -
Professional fees 95,381 - 9,094 12,190 25,913 48,184
Travel 9,623 - 7,216 748 1,408 251
Office expense 66,706 - 12,622 10,621 26,461 17,002
Equipment expense 28,115 - 5,115 4,177 10,295 8,528
Professional development 5,293 - 1,390 542 1,949 1,412
Bad debt expense 21,916 - - - 21,916 -
Other expenses 5,266 - 429 210 3,957 670
Maintenance and operating 1,094,564 - - - 1,094,564 -
Utilities 291,558 - - - 291,558 -
Administrative 905,174 - - - 905,174 -
Taxes and insurance 138,858 - - - 138,858 -
Depreciation 494,513 - - 568 478,110 15,835
Interest - debt issuance costs 5,812 - - - 5,812 -
Interest 329,406 - 56,495 848 270,329 1,734
Other non-project expenses - - - - - -
Total expenses 5,493,877 - 470,208 638,790 4,115,227 269,652
Other gains (losses):
In-kind revenue 1,400 - - 1,400 - -
Gain on sale of real estate held for development 193,634 - 193,634 - - -
Loss on disposal of property and equipment (2,557) - - - (2,557) -
Net present value adjustment on homeowner notes 267,194 - 267,194 - - -
459,671 - 460,828 1,400 (2,557) -
Increase in net assets 1,591,807 - 468,022 15,028 965,498 143,259
Net assets, beginning 14,911,782 - 1,801,130 66,604 12,959,915 84,133
Net assets, ending $ 16,503,589 - $ 2,269,152 § 81,632 § 13925413 § 227,392




MOUNTAIN HOUSING OPPORTUNITIES, INC.

Supplemental Information - Combined C ity Rental I Program
Year Ended December 31, 2021
Total Community
Glen Rock Glen Rock Hotel - Glen Rock Hotel - Northpoint Rental
Corporate A dale 61-63 A dale 65-67 Arden-River Glen Broadway Cedar Trace Compton Fox Run Commercial Residential Commercial Heatherton Park Laurel Bridge Louisburg Merrimon Commons | Piedmont Village River Ridge Robins Park Trinity Chapel Wind Ridge Investments
Assets
Current Assets:
Cash and cash equivalents $ 914874  § 22345 § 18,081  $ 13,944 § 23,575 $ 104,884  § 74,601 $ 2,971 $ 5835 § 49,102 $ - $ 87,012  § 40,596  $ 46,019 16,984  $ 94,436  § 140,285  § 55260 § 52,733 § (563) $ 123819  § 1,886,793
Accounts receivable, operations 276,908 8 2,103 14,603 75 1,814 812 15,759 3,753 781 - 5,562 1,229 13,138 73 8,622 14,369 16,225 25 1,330 676 377,865
Developer fee receivable 653,176 - - - - - - - - - - - - - - - - - - - - 653,176
Grants and contributions receivable 37,142 - - - - - - - - - - - - - - - - - - - - 37,142
Restricted deposits and funded reserves - 51,339 44,771 223,865 40,564 252,238 303,361 276,550 38,521 131,256 - 204,017 66,292 215,325 61,132 262,849 217,487 115,715 184,526 - 262,678 2,952,486
Developer advances 30,988 - - - - - - - - - - - - - - - - - - - - 30,988
Other current assets - 810 931 5,289 1,008 5,590 4,707 - 2,156 1,555 - 11,531 1,448 3,045 1,342 5,688 11,032 3,572 - - - 59,704
Total current assets 1,913,088 74,502 65,886 257,701 65,222 364,526 383,481 295,280 50,265 182,694 - 308,122 109,565 271,527 79,531 371,595 383,173 190,772 237,284 767 387,173 5,998,154
Property and equipment, net 135,766 146,718 176,165 1,142,258 58,110 564,061 857,532 1,120,308 229,576 2,353,984 - 637,393 242,030 605,550 276,444 961,010 2,526,882 726,850 342,899 65,180 1,059,724 14,228,440
Development and construction in progress, long-term 4,040,688 - - - - - - - - - - - - - - - - - - - - 4,040,688
Notes receivable, related projects 6,981,727 - - - - - - - - - - - - - - - - - - - - 6,981,727
Investment in projects 817 - - - - - - - - - - - - - - - - - - - - 817
$ 13,072,086 S 221220  $ 242051 8 1,399.959 8 123332 8 928,587  $ 1241013 S 1415588 8 279841 8 2536678 8 - $ 945515 8 351595 8 883,077 355975 8 1,332,605 8 2910055 8 917.622  § 580.183 S 65947 8 1.446.897 S 31.249.826
Liabilities and Net Assets
Current Liabilities:
Current maturities of long-term debt $ 121,403 $ - $ - $ 34,767  $ - $ 13218  §$ 4509 $ 491,515 § 13203 § 24,096 $ - $ 12273 § - $ 13,935 2,586 $ 8,138 § 17,681  $ 21,079  § - $ - $ 13,969 §$ 792,372
Accounts payable 6,718 6,117 2,536 5,472 1,946 7,607 20,888 55,292 1,247 2,754 - 1,199 1,753 2,147 1,405 3,232 4,577 4,662 4,370 - 407 134,329
Accrued expenses 6,522 20 21 2,015 29 1,664 888 2,959 - 517 - 2,751 40 1,781 902 526 11,497 1,609 705 188 3,288 37,922
Prepaid rents 179 3,423 1,560 9.921 1,561 10,233 5,514 4,844 1,742 2,228 - 7,600 2,498 1,678 1,013 12,718 31,087 2,255 4,133 - 10,296 114,483
Total current liabilities 134,822 9,560 4,117 52,175 3,536 32,722 31,799 554,610 16,192 29,595 - 23,823 4,291 19,541 5,906 24,614 64,842 29,605 9,208 188 27,960 1,079,106
Tenant security deposits - 2,800 800 8,900 1,350 9,600 8,100 7,263 1,235 4,600 - 9,972 3,000 5,818 1,950 9,600 18,832 5910 6,468 - 9,800 115,998
Long-term debt, net of current maturities and
debt issuance costs 2,950,045 186,993 249,558 1,111,507 183,520 309,130 679,776 260,457 279,527 745,122 - 310,005 335,000 265,024 387,159 1,009,908 2,657,978 380,913 - 23,040 807,105 13,131,767
Total liabilities 3,084,867 199,353 254,475 1,172,582 188,406 351,452 719,675 822,330 296,954 779,317 - 343,800 342,291 290,383 395,015 1,044,122 2,741,652 416,428 15.676 23,228 844,865 14,326,871
Net Assets 9,987,219 21,867 (12,424) 227,377 (65,074) 577,135 521,338 593,258 (17,113) 1,757,361 - 601,715 9.304 592,694 (39,040) 288,483 168,403 501,194 564,507 42,719 602,032 16,922,955
Total liabilities and net assets $ 13,072,086 S 221220  § 242051 8 1,399.959 8 123332 8 928,587  § 1241013 S 1415588 8 279841 8 2536678 8 - $ 945515 8 351595 8 883,077 355975 8 1,332,605 8 2910055 8 917,622  § 580.183 S 65947 8 1.446.897 S 31.249.826
Revenue:
Grants - governmental $ 432912 § - $ - S - $ - S - $ - S - $ - $ - $ - $ - $ - $ - - $ - $ - $ - $ - $ - $ - $ 432,912
Grants - private and local 1,460,000 - - - - - - - - - - - - - - - - - - - - 1,460,000
Contributions 110,135 - - - - - - - - - - - - - - - - - - - - 110,135
Developer and consulting fees 968,892 - - - - - - - - - - - - - - - - - - - - 968,892
Rental revenue 46,274 54,806 51,086 259,813 39,179 337,686 273,279 327,844 38,398 178,294 35,876 268,357 66,120 208,058 70,368 292,861 621,566 235,546 193,986 4,125 291,735 3,895,257
Incentive management fees received (paid) 520,639 (4,700) (5,500) (12,500) (6,900) (40,700) (36,200) (12,100) - - - (29,000) (16,800) (7,500) (2,000) (37,200) (7,500) (7,500) (3,700) - - 290,839
Interest 32,547 99 76 64 56 685 687 674 101 80 51 453 75 114 39 792 185 51 434 1,322 660 39,245
Miscellaneous 1,500 2,063 641 10,545 2,074 10,686 9,149 13,555 - 9,960 - 10,752 609 6,437 1,300 7,130 19,973 6,464 10,755 - 8,012 131,605
Gain (loss) on disposal of property and equipment - - (4,269) (5,444) - (17,214) (4,360) (12,860) - - 296,386 (16,249) (476) (4,637) - - (25,992) (13,231) (4,795) - (9,660) 177,199
Contribution (expense) from MHO 478,288 - 11,460 - - - - - - 192,055 (758,291) - - - - - - - - (4,900) 44,000 (37,388)
Total revenues 4,051,187 52,268 53,494 252,478 34,409 291,143 242,555 317,113 38,499 380,389 (425,978) 234,313 49,528 202,472 69,707 263,583 608,232 221,330 196,680 547 334,747 7,468,696
Expenses:
Salaries and benefits 765,123 - - - - - - - - - - - - - - - - - - - - 765,123
Program fees 151,739 - - - - - - - - - - - - - - - - - - - - 151,739
Insurance 14,414 - - - - - - - - - - - - - - - - - - - - 14,414
Development and construction 74,523 - - - - - - - - - - - - - - - - - - - - 74,523
Professional fees 40,277 - - - - - - - - - - - - - - - - - - - - 40,277
Travel 1,187 - - - - - - - - - - - - - - - - - - - - 1,187
Office expense 27,957 - - - - - - - - - - - - - - - - - - - - 27,957
Equipment expense 7,351 - - - - - - - - - - - - - - - - - - - - 7,351
Professional development 4,553 - - - - - - - - - - - - - - - - - - - - 4,553
Bad debt expense (recovery) - - 234 2915 - 1,569 333 8,285 - (2,153) 5,257 5,425 (1,024) - 255 406 4,650 1,827 - - - 27,979
Other expenses 1,879 - - - - - - - - - - - - - - - - - - - - 1,879
Depreciation 35,900 9,533 12,310 15,992 8,153 14,624 32,473 45,208 7,500 73,140 9,973 23,166 15,946 17,167 8,635 33,943 64,879 21,849 12,086 1,380 25,246 489,103
Interest - debt issuance costs - - - - - 846 290 1,221 737 862 - 1,027 - - 325 - - - - - 767 6,075
Interest 45,402 - - 21,816 - 15,929 8,608 18,394 13.201 26,617 5,170 18.495 - 3,079 5,057 8,182 28,363 3,763 - 360 29,294 251,730
1,170,305 9,533 12,544 40,723 8,153 32,968 41,704 73,108 21,438 98,466 20,400 48,113 14,922 20,246 14,272 42,531 97,892 27,439 12,086 1,740 55,307 1,863,890
Rental Expenses:
Maintenance and operating - 22,544 17,999 112,189 16,104 90,379 93,975 182,512 1,636 38,467 398 49,123 14,553 67,863 30,725 85,792 192,431 70,436 55,685 325 76,348 1,219,484
Utilities - 11,608 4,639 12,752 2,941 60,950 23,663 42,588 1,465 3,170 656 14,405 605 8,234 8,612 32,532 29,196 5,826 27,988 - 13,934 305,764
Administrative - 5,740 5,187 78,743 4,633 72,295 72,584 74,232 6,277 61,354 12,363 59,017 8,198 58,372 7,247 63,047 172,702 56,880 57,607 477 67,357 944,312
Taxes and insurance - 1,201 1,381 7,874 1,774 10,997 6,996 12,487 6,272 5,511 528 15,516 2,150 5,241 1,997 8,472 18,314 5,593 7,085 - 15,237 134,626
Other non-project expenses - - - - - - - - - - - - - - - - - - - - 3,078 3,078
Total rental expenses - 41,093 29,206 211,558 25,452 234,621 197,218 311,819 15,650 108,502 13,945 138,061 25,506 139,710 48,581 189,843 412,643 138,735 148,365 802 175,954 2,607,264
Total expenses 1,170,305 50,626 41,750 252,281 33,605 267,589 238,922 384,927 37,088 206,968 34,345 186,174 40,428 159,956 62,853 232,374 510,535 166,174 160,451 2,542 231,261 4.471,154
Increase (decrease) in net assets 2,880,882 1,642 11,744 197 804 23,554 3,633 (67,814) 1,411 173,421 (460,323) 48,139 9,100 42,516 6,854 31,209 97,697 55,156 36,229 (1,995) 103,486 2,997,542
Net assets, beginning 7,106,337 20,225 (24,168) 227,180 (65.878) 553,581 517,705 661,072 (18,524) 1,583,940 460,323 553,576 204 550,178 (45.894) 257,274 70,706 446,038 528,278 44,714 498,546 13.925.413
Net assets, ending $ 9987219 § 21867 § (12424) § 227377  § (65074 $ 577,135  § 521,338 8 593258 § (17,113) § 1,757,361  § - $ 601,715 § 9,304 8§ 592,694 (39,040) $ 288483 § 168,403 8 501,194  § 564,507  § 42719 § 602,032 § 16,922,955

See Independent Auditor's Report
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Supplemental Information - Combined C ity Rental I Program
Year Ended December 31, 2020

Glen Rock Glen Rock Hotel - Glen Rock Hotel - Northpoint Total Community
Corporate A dale 61-63 A dale 65-67 Arden-River Glen Broadway Cedar Trace Compton Fox Run Commercial Residential Commercial Heatherton Park Laurel Bridge Louisburg Merrimon Commons | Piedmont Village River Ridge Robins Park Trinity Chapel Wind Ridge Rental Investments
Assets
Current Assets:
Cash and cash equivalents $ 624,088  § 12,437  $ 16,236 $ 48,612  $ 17,483  § 89,776  § 63,668 $ 64,052 § 9,017 $ 30,174 § 2,577 $ 90,835  § 27,795 $ 64,145  § 18247  §$ 78375 $ 142,168  $ 58,663 § 39,407 § 1,531 § 72,162 § 1,571,448
Accounts receivable, operations 261,432 - - 11,142 2,868 1,971 3,344 11,442 1,778 655 11,679 3,770 - 12,947 18 4,602 12,056 17,802 289 6 987 358,788
Grants and contributions receivable 65,000 - - - - - - - - - - - - - - - - - - - - 65,000
Restricted deposits and funded reserves - 46,676 44,788 221,552 37,501 249,880 268,725 234,662 38,420 122,962 63,317 156,853 59,228 158,660 54,917 242,147 82,159 62,302 161,626 - 211,534 2,517,909
Developer advances 4,441 - - - - - - - - - - - - - - - - - - - - 4,441
Developer fees receivable - - - - - - - - - - - - - - - - - - - - - -
Development and construction in progress, current - - - - - - - - - - - - - - - - - - - - - -
Other current assets - 797 915 5,205 985 5,482 4,618 - 2,141 4,254 2,248 11.439 1,426 3,505 1,325 5,603 10,819 3,505 - - 6,024 70,291
Total current assets 954,961 59,910 61,939 286,511 58,837 347,109 340,355 310,156 51,356 158,045 79,821 262,897 88,449 239,257 74,507 330,727 247,202 142,272 201,322 1,537 290,707 4,587,877
Property and equipment, net 146,420 156,251 172,069 1,131,901 63,406 564,549 882,707 1,154,876 237,076 2,427,125 800,981 649,570 252,732 620,856 283,863 982,903 2,577,458 744,387 350,864 66,560 1,071,331 15,337,885
Development and construction in progress, long-term 861,759 - - - - - - - - - - - - - - - - - - - - 861,759
Notes receivable, related projects 6,906,555 - - - - - - - - - - - - - - - - - - - - 6,906,555
Investment in projects 817 - - - - - - - - - - - - - - - - - - - - 817
$  8.870.512 § 216.161  $ 234,008 $ 1418412  § 122243  § 911658 § 1.223.062  $ 1465032 § 288432 S 2585170 § 880,802 $ 912,467  $ 341,181 8 860.113 § 358370 8 1313630 $  2.824.660 $ 886.659  $ 552,186 $ 68.097 $ 1.362.038 8§  27.694.893
Liabilities and Net Assets
Current Liabilities:
Current maturities of long-term debt $ 834928 § - $ 23 8 244,701  § - $ 12,612 $ 140,542 $ 28,544  § 12,610 $ 30,161 § 17,545  $ 11,526 $ - $ 13208  $ 2433 § 10,060  $ 16,989  §$ 19,780  $ - $ 240 $ 14,848  $ 1,410,750
Accounts payable 22,863 1,661 774 2,243 1,271 1,756 1,052 3,960 101 8,019 106 2,198 490 8,840 3,057 7,096 18,022 9,303 7,556 - 3,952 104,320
Accrued expenses 6,907 2,570 4,946 7,473 56 8,470 6,942 9,945 1,161 486 - 6,758 49 2,047 6,307 459 11,121 1,994 6,981 102 7,949 92,723
Prepaid rents - 3,248 2,070 6,414 1,354 4,307 3914 2,241 - 2,172 - 5.859 2,438 1,063 1,297 10,394 13,731 1,443 2,804 - 11,386 76,135
Total current liabilities 864,698 7479 7,813 260,831 2,681 27,145 152,450 44,690 13,872 40,838 17,651 26,341 2,977 25,158 13,094 28,009 59,863 32,520 17,341 342 38,135 1,683,928
Tenant security deposits - 1,460 800 8,900 1,920 9,600 8,100 8,663 1,235 4,400 3,467 10,567 3,000 5,818 1,750 10,300 18,432 6,110 6,567 - 9,600 120,689
Long-term debt, net of current maturities and
debt issuance costs 899.477 186,997 249,563 921,501 183,520 321,332 544,807 750,607 291,849 955,992 399,361 321,983 335,000 278,959 389,420 1,018,047 2,675,659 401,991 - 23,041 815,757 11,964,863
Total liabilities 1,764,175 195,936 258,176 1,191,232 188,121 358,077 705,357 803,960 306,956 1,001,230 420,479 358,891 340,977 309,935 404,264 1,056,356 2,753,954 440,621 23,908 23,383 863,492 13,769,480
Net Assets 7,106,337 20,225 (24,168) 227,180 (65,878) 553,581 517,705 661,072 (18,524) 1,583,940 460,323 553,576 204 550,178 (45,894) 257,274 70,706 446,038 528,278 44,714 498,546 13,925,413
Total liabilities and net assets $  8.870.512 § 216,161 $ 234,008 $ 1418412  § 122243  § 911658 § 1.223.062  $ 1465032 § 288432 S 2585170 § 880,802 $ 912,467 $ 341,181 8 860.113 § 358370  $ 1313630 $  2.824.660 $ 886.659  $ 552,186 $ 68.097 $ 1.362.038 8§  27.694.893
Revenue:
Grants - governmental $ 288,270  $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ - $ 288,270
Grants - private and local 565,000 - - - - - - - - - - - - - - - - - - - - 565,000
Contributions 42,390 - - - - - - - - - - - - - - - - - - - - 42,390
Developer and consulting fees 112,974 - - - - - - - - - - - - - - - - - - - - 112,974
Rental revenue 4,675 51,802 48,881 244,475 39,140 322,283 265,058 316,675 37,790 170,531 67,334 266,107 64,766 204,042 66,578 287,269 560,414 217,336 188,775 4,503 278,909 3,707,343
Incentive management fees received (paid) 633,309 - - - (19,974) (63,466) (58,348) - (20,174) - (59,359) (5,603) (17,203) (7,500) (12,721) (52,695) (7,500) (7,500) (15,988) - (23,942) 261,336
Interest 34,473 12 18 79 30 1,907 1,015 1,344 263 96 60 934 272 1,383 41 571 1,041 609 1,107 - 1,037 46,298
Miscellaneous 3,000 862 685 11,292 496 3,377 4,708 8,546 18 480 2,052 4,100 195 456 1,326 2,048 7,050 3,115 2,957 - 2,908 59,671
Gain (loss) on disposal of property and equipment - - - - - - - - - - - - (2,557) - - - - - - - - (2,557)
Contribution (expense) from MHO (82,454) 17.441 9.830 5,183 - - - 25,000 - 25,000 - - - - - - - - - - - -
Total revenues 1,601,637 70,117 59,414 261,029 19,692 264,101 212,433 351,565 17.897 196,107 10,087 265,538 45,473 198,381 55,224 237,199 561,005 213,560 176,851 4,503 258,912 5,080,725
Expenses:
Salaries and benefits 649,144 - - - - - - - - - - - - - - - - - - - - 649,144
Program fees 54,110 - - - - - - - - - - - - - - - - - - - - 54,110
Insurance 14,558 - - - - - - - - - - - - - - - - - - - - 14,558
Development and construction 121,111 - - - - - - - - - - - - - - - - - - - - 121,111
Professional fees 25913 - - - - - - - - - - - - - - - - - - - - 25913
Travel 1,408 - - - - - - - - - - - - - - - - - - - - 1,408
Office expense 26,461 - - - - - - - - - - - - - - - - - - - - 26,461
Equipment expense 10,295 - - - - - - - - - - - - - - - - - - - - 10,295
Professional development 1,949 - - - - - - - - - - - - - - - - - - - - 1,949
Bad debt expense (recovery) 10,300 (64) - 1,700 - 774 (16) 1,330 - (588) - 3,558 - - - 447 4,606 338 (74) - (395) 21,916
Other expenses 3,957 - - - - - - - - - - - - - - - - - - - - 3,957
Depreciation 19,017 9,494 12,189 15,286 8,074 13,652 31,601 45,250 7,737 73,142 21,729 23,560 15,421 16,644 8,505 32,996 61,869 20,440 11,785 1,380 28,339 478,110
Interest - debt issuance costs - - - - - 846 290 1,221 737 862 - 1,027 - - 325 - - - - - 504 5,812
Interest 32,940 9,840 13,482 19.562 - 10,980 7,247 13,088 13,659 36,327 16,274 12,742 - 3,772 20,630 6,279 29,031 4,549 - 776 19,151 270,329
971,163 19.270 25,671 36,548 8,074 26,252 39,122 60,889 22,133 109,743 38,003 40,887 15,421 20,416 29,460 39,722 95,506 25,327 11,711 2,156 47,599 1,685,073
Rental Expenses:
Maintenance and operating 23 19,440 15,655 80,715 7,706 88,781 72,990 88,818 186 40,915 650 75,964 23,679 66,910 13,717 81,591 235,748 67,401 60,909 190 52,576 1,094,564
Utilities - 10,628 3,794 9,900 3,705 55,728 25,817 43,823 1,512 1,117 610 14,587 775 6,067 6,984 26,206 30,479 4,987 33,103 - 11,736 291,558
Administrative - 6,532 5,967 64,459 4,676 73,980 68,939 78,042 6,169 58,177 20,414 56,816 7,271 52,876 7,810 62,632 154914 56,724 54,618 1,418 62,734 905,174
Taxes and insurance - 743 809 7,920 1,825 11,083 6,745 12,607 6,129 2,102 13,849 19,225 2,159 5,033 1,999 8,436 18,482 5,833 7,174 - 6,705 138,858
Other non-project expenses - - - - - - - - - - - - - - - - - - - - - -
Total rental expenses 23 37,343 26,225 162,994 17,912 229,572 174,491 223,290 13,996 102,311 35,523 166,592 33,890 130,886 30,510 178,865.00 439,623 134,945 155,804 1,608 133,751 2,430,154
Total expenses 971,186 56,613 51,896 199,542 25,986 255,824 213,613 284,179 36,129 212,054 73,526 207,479 49,311 151,302 59,970 218,587 535,129 160,272 167,515 3,764 181,350 4,115,227
Increase (decrease) in net assets 630,451 13,504 7,518 61,487 (6,294) 8,277 (1,180) 67,386 (18,232) (15,947) (63,439) 58,059 (3,838) 47,079 (4,746) 18,612 25,876 53,288 9,336 739 77,562 965,498
Net assets, beginning 6,475,886 6,721 (31,686) 165,693 (59.584) 545,304 518,885 593,686 (292) 1,599,887 523,762 495,517 4,042 503,099 (41,148) 238,662 44,830 392,750 518,942 43,975 420,984 12,959,915
Net assets, ending $ 7106337 § 20,225  § (24,168) $ 227,180 § (65,878) $ 553,581 § 517,705 § 661,072 § (18,524) § 1,583,940 § 460,323  § 553,576 § 204 8§ 550,178  § (45,894 § 257274  § 70,706 $ 446,038  § 528,278 8 44714 § 498,546  § 13,925,413

See Independent Auditor's Report
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Consolidated Schedule of Expenditures of Federal and State Awards
Year Ended December 31, 2021

Federal
CFDA
Federal Grantor/Pass-through Grantor/Program Title Number Expenditures
Federal Awards:
U.S. Department of Housing and Urban Development:
Passed through The North Carolina Housing Finance Agency:
HOME Investment Partnership Program - Loan balance 14.239 § 1,038,801
Pass-through City of Asheville, NC:
HOME Investment Partnership Program 14.239 167,500
Pass-through City of Asheville, NC:
Community Development Block Grants - Entitlement Grants 14.218 94,805
Pass-through Enterprise Community Partners, Inc.:
Capacity Building for Community Development and 14.252 74,284
Affordable Housing Grants
1,375,390
U.S. Department of Treasury:
NeighborWorks® America - Public Law 116-260 21.000 434,500
Community Development Financial Institutions Program 21.020 250,000
U.S. Department of Agriculture:
Self Help Housing 10.420 63,742
Rural Rental Housing Loans - Loan balance 10.415 2,367,787
Rural Rental Housing Loans - Interest subsidy 10.415 71,492
Rural Rental Assistance Payments 10.427 368,129
Total expenditures of federal awards 4,931,040
State Awards:
Pass-through Buncombe County Aging Coordinating Consortium:
Administration on Aging Title IIIB Supportive Services and
Senior Centers 93.044 41,170
Pass-through North Carolina Housing Finance Agency:
Urgent Repair Program - 100,000
Total expenditures of state awards 141,170
Total expenditures of federal and state awards $ 5,072,210

See Independent Auditor's Report
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Notes to the Consolidated Schedule of Expenditures of Federal and State Awards
Year Ended December 31, 2021

NOTE A - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal and state awards (the
"Schedule") includes the federal award activity of Mountain Housing Opportunities,
Inc., under programs of the federal government for the year ended December 31,
2021. The information in this Schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule presents only a selected portion
of the operations of Mountain Housing Opportunities, Inc., it is not intended to and
does not present the financial position, changes in net assets, or cash flows of
Mountain Housing Opportunities, Inc.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting.
Such expenditures are recognized following the cost principles contained in the
Uniform Guidance, wherein certain types of expenditures are not allowable or are
limited as to reimbursement.

Mountain Housing Opportunities, Inc. has elected not to use the 10-percent de
minimis indirect cost rate allowed under the Uniform Guidance.

NOTE C - LOANS OUTSTANDING

Mountain Housing Opportunities, Inc. had the following loan balances outstanding as
of December 31, 2021:

Federal
CFDA Amount
Program Title Number Outstanding
Rural Rental Housing Loans 10.415 $ 2,317,809
HOME Investments Partnership Program 14.239 1,038,801

$ 3,356,610

See Independent Auditor's Report
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r C Bernard Robinson & Company, L.L.P.

Independent Auditor's 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 Auditing Standards

To the Board of Directors
Mountain Housing Opportunities, Inc.
Asheville, North Carolina

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the consolidated financial statements of
Mountain Housing Opportunities, Inc. (the “Organization”), which comprise the consolidated
statement of financial position as of December 31, 2021, and the related statements of activities and
changes in net assets, and cash flows for the year then ended and the related notes to the financial
statements, and have issued our report thereon dated June 29, 2022.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization's
internal control over financial reporting (internal control) as a basis for designing to determine the
audit procedures that are appropriate in the circumstances for the purpose of expressing our opinion
on the consolidated financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Organization's internal control. Accordingly, we do not express an opinion on the
effectiveness of Mountain Housing Opportunities, Inc.'s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the Organization’s consolidated financial statements will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was 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 not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization's financial statements are
free from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed an instance of noncompliance or other matters that is
required to be reported under Government Auditing Standards and which is described in the
accompanying schedule of findings and questioned costs as Finding 2021-001.

Responsible Official's view of the finding

Responsible Official's views of the finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. Reporting views of responsible officials was not subjected
to auditing procedures applied in the audit of the financial statements and, accordingly, we express no
opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Organization'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 Organization's internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

Greensboro, North Carolina
June 29, 2022

Page 51



MOUNTAIN HOUSING OPPORTUNITIES, INC.
Schedule of Findings and Questioned Costs
Year Ended December 31, 2021

For the Year Ended December 31, 2021

Finding 2021-001

Statement of Condition: The Organization was included in findings from HUD to the City of
Asheville over the City's subrecipient monitoring of the Organization and receipting recaptured
HOME Investment Partnership Program funding of downpayment assistance loans held by the
Organization.

Criteria: HOME program regulations, require that the City of Asheville perform certain
monitoring over the subrecipient relating to the affordability requirements and tracking of the
HOME program income and homebuyer activities through the IDIS system. Additionally the
recapture agreement the City of Asheville executed for the Organization to follow did not meet all
HOME program regulations.

Cause of Condition: The City of Asheville is not adequately monitoring the Organization's
HOME funded activities in compliance with the program regulations for subrecipient monitoring.

Effect and Potential Effect of Condition: Noncompliance with HOME program requirements.

Management Response: Management is reviewing the above finding and is in the process
working with the City of Asheville for monitoring of the Organization and is complying with and
providing all information requested to comply with the City's monitoring requirements. Also the
Organization is in negotiations with the City of Asheville over a modified recapture agreement
which the Organization will follow when homebuyers repay their loans to MHO.

For the Year Ended December 31, 2020
There were no findings or questioned costs for the year ended December 31, 2020.
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r C Bernard Robinson & Company, L.L.P.

Independent Auditor's Report on Compliance For
Each Major Program and Report on Internal Control Over
Compliance Required by the Uniform Guidance

To the Board of Directors
Mountain Housing Opportunities, Inc.
Asheville, North Carolina

Report on Compliance for Each Major Federal Program

Opinion on Each Major Federal Program

We have audited Mountain Housing Opportunities, Inc.'s (the "Organization") 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 the Organization's major federal programs for the year ended December 31, 2021. Mountain Housing
Opportunities, Inc.'s major federal programs are identified in the summary of auditor's results section of the accompanying
schedule of findings and questioned costs.

In our opinion, Mountain Housing Opportunities, Inc. complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its major federal programs for the year ended
December 31, 2021.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally 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.S. Code of Federal Regulations 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 Auditor’s Responsibilities
for the Audit of Compliance section of our report.

We are required to be independent of Mountain Housing Opportunities, Inc. 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 provide a basis for our opinion on compliance for the major federal programs. Our audit does
not provide a legal determination of Mountain Housing Opportunities, Inc.’s compliance with the compliance requirements
referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design, implementation, and
maintenance of effective internal control over compliance with the requirements of laws, statutes, regulations, rules, and
provisions of contracts or grant agreements applicable to Mountain Housing Opportunities, Inc.’s federal programs.

Auditor's Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the compliance requirements
referred to above occurred, whether due to fraud or error, and express an opinion on Mountain Housing Opportunities, Inc.’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
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually or in the aggregate,
it would influence the judgment made by a reasonable user of the report on compliance about Mountain Housing
Opportunities, Inc.’s compliance with the requirements of its major federal programs as a whole.
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In performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards, and the
Uniform Guidance, we:

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

. Identify 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 include examining, on a test basis, evidence regarding
Mountain Housing Opportunities, Inc.’s compliance with the compliance requirements referred to above and
performing such other procedures as we considered necessary in the circumstances.

. Obtain an understanding of Mountain Housing Opportunities, Inc.’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 Mountain Housing Opportunities, Inc.’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and any significant deficiencies and material weaknesses in internal control over compliance that we
identified during the audit.

Other Matter

We noted a certain matter that we are required to report to governance of Mountain Housing Opportunities, Inc. in a separate
written communication. This matter is described in our governance letter dated June 29, 2022.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control 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 timely basis. A material weakness
in internal control over compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected, 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 consideration of internal control over compliance was for the limited purpose described in the Auditor’s
Responsibilities 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.
Given these limitations, during our audit we did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that were not identified.

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.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal
control over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly,
this report is not suitable for any other purpose.

Borond @M% CMP%, 23

Greensboro, North Carolina
June 29, 2022
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MOUNTAIN HOUSING OPPORTUNITIES, INC.
Schedule of Findings and Questioned Costs
Year Ended December 31, 2021

Items required to be reported under 2 CFR section 200.515(d):

Section I - Summary of Auditor's Results

Financial Statements

(i) Type of auditor's report issued:

(i) Internal control over financial reporting:
(a) Material weakness(es) identified?
(b) Significant deficiency(ies) identified?

(iii) Noncompliance material to financial statements noted?

Federal Awards

(i) Internal control over major programs:
(a) Material weakness(es) identified
(b) Significant deficiency(ies) identified?
(i1) Type of auditor's report issued on compliance
for major programs:
(iii) Any audit findings disclosed that are required to be
reported in accordance with 2 CFR section 200.516(a)?

(iv) Identification of major programs:

CFDA Number(s)
10.415
10.420
21.000

(v) Dollar threshold used to distinguish between
type A and type B programs:

(vi) Auditee qualified as low-risk auditee?

Section II - Findings related to the financial statements which are required to be reported in

Unmodified

yes X no

yes X none reported

yes X no

yes X no

yes X none reported

Unmodified

yes X no

Name of Federal Program
Rural Rental Housing Loans
Self Help Housing
NeighborWorks® America

§ 750,000

X yes no

accordance with generally accepted government auditing standards:

Deficiencies:
None reported

Section III - Findings and questioned costs relating to the major programs which are required to be

reported as defined by the Uniform Guidance [2 CFR 200.516(a)]:

Findings and Questioned Costs:
None reported
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None
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