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INDEPENDENT AUDITORS’ REPORT

Board of Directors
Miracle Hill Ministries, Inc.

Opinion

We have audited the accompanying consolidated statement of financial position of Miracle Hill Ministries, Inc. (“the
Ministries”) and its subsidiary as of June 30, 2022 and the related consolidated statements of activities, cash flows and
functional expenses, as well as the related notes to the consolidated financial statements, for the year then ended.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
consolidated financial position of Miracle Hill Ministries, Inc. and its subsidiary as of June 30, 2022, and the changes in
their net assets and their cash flows for the year then ended in conformity 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. Our
responsibilities under those standards are further described in the Auditors’ Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of Miracle Hill Ministries, Inc. 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 consolidated financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of the consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Ministries’ ability to continue as a going
concern within one year after the date that the consolidated financial statements are available to be issued.

Auditors’ Responsibilities for the Audit of the Financial Statements

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

Member: American Institute of Certified Public Accountants * South Carolina Association of Certified Public Accountants

1212 Haywood Road, Bldg. 100 * Greenville, South Carolina 29615 « (864) 232-1040
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In performing an audit in accordance with generally accepted auditing standards, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

o 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
Ministries’ internal control. Accordingly, no such opinion is expressed.

o 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 Ministries’ 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.

Martin dith omd Compams CPAs A

Greenville, South Carolina
August 31, 2022



MIRACLE HILL MINISTRIES, INC.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Cash and cash equivalents

Receivables

Inventories

Prepaid expenses and other assets

Investments

Assets whose use is limited:
Donor restricted cash and cash equivalents
Donor restricted investments
Donor restricted property

Property held for sale

Property and equipment, net

Total assets

June 30, 2022

ASSETS

LIABILITIES AND NET ASSETS

Accounts payable
Annuity liability
Accrued expenses
Notes payable

Total liabilities

Net assets:
Without donor restrictions

With donor restrictions:
Restricted for endowment
Restricted for annuities
Restricted for capital projects
Restricted for permanent endowment

Total net assets

Total liabilities and net assets

See accompanying notes to consolidated financial statements.

$

$ 5,825,419
526,520
1,034,690
149,652
3,783,064

945,703
6,627,950
63,266
36,500
16,719,850

5 _35.712.614_

$ 475,119
210,731
221,393

6,450,571

7,357,814
20,928,612

707,942
266,443
945,703
5,506,100 7,426,188

28,354,800

5 _35.712.614_



MIRACLE HILL MINISTRIES, INC.

CONSOLIDATED STATEMENT OF ACTIVITIES

For the Year Ended June 30, 2022

Without Donor With Donor
Restrictions Restrictions Total
Revenues and support:
Contributions $ 9,686,777 $ 1,203,892 $ 10,890,669
Contractual funding 22,935 - 22,935
Room and board fees 505,604 - 505,604
Thrift store sales 10,266,114 - 10,266,114
In-kind contributions - thrift stores 10,116,266 - 10,116,266
Miscellaneous income 125,207 - 125,207
Investment income 325,842 29,988 355,830
Realized gain on sale of investments 476,149 44,534 520,683
Unrealized loss on investments (2,526,869) (237,599) (2,764,468)
Net assets released from restrictions 131,038 (131,038) -
29,129,063 909,777 30,038,840
Employment and landscape services revenues 3,534,800 - 3,534,800
Total revenues and support 32,663,863 909,777 33,573,640
Expenses:
Program services:
Greenville Rescue Mission 1,107,410 - 1,107,410
Thrift Operations 17,440,717 - 17,440,717
Foster Care Community 371,455 - 371,455
Renewal Wade Hampton 156,289 - 156,289
Homes for Life 99,825 - 99,825
Foster Care 1,296,930 - 1,296,930
Shepherd's Gate 691,773 - 691,773
Renewal 716,119 - 716,119
Overcomers 1,366,195 - 1,366,195
Rescue Mission - Cherokee Co. 478,454 - 478,454
Rescue Mission - Spartanburg 993,216 - 993,216
Food Warehouse 649,865 - 649,865
Total program services 25,368,248 -0- 25,368,248
Supporting services:
Administrative and general 2,178,263 - 2,178,263
Fundraising 1,449,202 - 1,449,202
Total supporting services 3,627,465 -0- 3,627,465
Employment and landscape services expenses 3,172,106 - 3,172,106
Total expenses 32,167,819 -0- 32,167,819
Changes in net assets 496,044 909,777 1,405,821
Net assets at beginning of year 20,432,568 6,516,411 26,948,979
Net assets at end of year $ 20928612 $ 7,426,188 $ 28,354,800

See accompanying notes to consolidated financial statements.



MIRACLE HILL MINISTRIES, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2022

Cash flows from operating activities:
Increase in net assets
Adjustments to reconcile increase in net assets to net cash
provided by operating activities:

Depreciation
Noncash inventory contributions, net
Unrealized loss on investments
Actuarial adjustment of annuity liability

Contributions restricted for long-term investments and debt reduction

(Increase) decrease in assets:
Accounts receivable
Prepaid expenses
Increase (decrease) in liabilities:
Accounts payable
Accrued expenses
Net cash provided by operating activities

Cash flows from investing activities:
Purchases of investments, net
Purchases of property and equipment
Net cash used in investing activities

Cash flows from financing activities:
Contributions restricted for long-term investments and debt reduction
Payments on notes payable
Payments on annuities payable
Net cash provided by financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

Noncash investing and financing activities:
None

See accompanying notes to consolidated financial statements.

1,405,821

1,669,183

(364,046)
2,764,468
21,528

(15,000)

101,447
(9,719)

218,829
(403,361)

5,389,150

(3,809,222)
(331,668)

(4,140,890)

15,000
(329,600)
(36,700)

(351,300)

896,960

5,874,162

6,771,122

136,914



MIRACLE HILL MINISTRIES, INC.
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES
For the Year Ended June 30, 2022

Program Services Supporting Services
Greenville Rescue Rescue Administrative Employment
Rescue Thrift Foster Care Renewal  Homes Foster  Shepherd's Over- Mission Mission Food and Fund and Landscape
Mission Operations CommunityVade Hampto for Life Care Gate Renewal comers  Cherokee Spartanburg Warehouse General Raising Services Total
Client care/assistance $§ 102,901 $ 7,251 $ 1,869 $ 132 § 537 $ 33,713 $ 64,854 $ 61,120 $§ 110,181 $ 553 § 56,447 § 242,066 $ 15,255 $ -8 -8 696,879
Compensation 400,701 3,871,552 91,169 38,731 7,744 897,153 322,960 305,252 447,463 241,909 402,581 163,829 817,426 508,682 2,479,426 10,996,578
Retirement 4,233 47,247 - - - 22,267 5,680 7,240 8,978 6,674 7,618 2,687 66,911 13,599 - 193,134
Other employee benefits 42,404 458,607 3,005 97 - 114,594 36,951 33,112 61,457 22,897 43,762 45,163 183,151 57,997 91,070 1,194,267
Payroll taxes 24,122 240,534 - - - 55,202 18,791 19,030 25,517 12,292 19,188 11,829 125,890 41,311 260,654 854,360
Professional fees 518 205,383 5,652 - - - - 687 44,372 - - 1,020 86,882 40,412 28,555 413,481
Advertising 132 60,603 - - 214 301 - 500 95 108 42 - 3,818 112,057 10,378 188,248
Office expenses 60,366 212,006 19,977 19,346 7,463 12,868 36,606 42,874 71,607 30,235 57,711 14,588 113,899 34,540 10,451 744,537
Information technology 23,603 71,773 44 - 330 38,727 16,707 21,158 23,049 19,771 21,013 2,421 81,858 93,272 11,864 425,590
Occupancy 220,535 1,256,803 161,239 58,481 56,458 19,038 100,186 92,987 195,240 75,166 229,483 70,934 149,602 24,592 12,020 2,722,764
Travel 22,671 144,423 5,209 1,761 5,071 36,183 9,818 13,794 39,331 18,472 23,891 31,339 38,791 5,804 8,992 405,550
Interest - 62,216 - - - - - - - - - - 74,536 - 162 136,914
Depreciation 191,323 269,019 82,741 36,737 21,947 36,632 71,151 105,996 324,236 43,003 119,537 56,713 228,630 61,276 20,242 1,669,183
Insurance 4,445 71,480 - - - 8,732 3,503 4,131 8,939 1,673 3,294 2,472 12,934 6,432 15,228 143,263
Fundraising - 298 - - - 358 - 119 0 23 - 239 1,240 400,653 - 402,930
Training 5,077 4,015 - 200 - - 1,599 1,622 - 3,097 3,541 682 38,270 41,800 - 99,903
Dues and subscriptions 1,733 3,703 - - - 3,447 1,214 1,592 1,673 2,140 2,666 647 6,406 5,244 - 30,465
Other expenses 2,646 12,505 550 804 61 17,715 1,753 4,905 4,057 441 2,442 3,236 132,764 1,531 (1,656) 183,754
Cost of goods sold - 10,441,299 - - - - - - - - - - - - 224,720 10,666,019

$ 1,107,410 $ 17,440,717 § 371,455 $ 156,289 § 99,825 $1,296,930 $§ 691,773 $ 716,119 $ 1,366,195 $ 478,454 § 993216 § 649,865 $ 2,178,263 $ 1,449,202 § 3,172,106 $ 32,167,819

See accompanying notes to consolidated financial statements.
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MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a)

b)

Nature of Organization
Miracle Hill Ministries, Inc. (“the Ministries”) is a non-profit organization incorporated under the laws of South
Carolina and is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code.

The Ministries seek to help individuals and families in upstate South Carolina victimized by poverty, broken homes, or
other problems through temporary and long-term physical and spiritual assistance.

Operational Activities - The following describes the operational activities of the Ministries:

Greenville Rescue Mission — A program for homeless men which provides emergency housing, meals, and
clothing; gospel services; personal counseling; and GED training.

Thrift Operations — A program which operates thrift stores to support other programs of the Ministries, and which
provides sheltered employment to train and equip mission clients to return to the job market.

Foster Care Community — A program which provides a home environment to care for children of dysfunctional
homes while seeking to reunite these families.

Foster Care — A program which provides care for children and teens from fourteen Upstate South Carolina
counties who are in need of a loving family environment.

Shepherd’s Gate — A program for homeless women and children which provides emergency housing, meals, and
clothing; personal counseling; a personal growth program; GED training; and gospel services.

Renewal — A seven-month program for women in need of a structured, long-term approach to dealing with
addiction and other life-dominating problems.

Overcomers — This program provides a seven-month residential program for men in need of a more structured,
longer-term approach to dealing with life-dominating addictions.

Rescue Mission — Cherokee Co. — A program for homeless men, women, and children in Cherokee County which
provides emergency housing, meals, and clothing; personal counseling; gospel services; and GED training.

Rescue Mission — Spartanburg Co. — A program for homeless men, women and children in Spartanburg County
which provides emergency housing, meals, and clothing; personal counseling; gospel services; and GED training.

Food Warehouse — A program providing food to all those who are hungry. The Food Warehouse provides food
for all the Ministries’ programs and serves as a community food pantry for those in need.

Basis of Accounting

The accompanying consolidated financial statements include the accounts of Miracle Hill Ministries, Inc. and its wholly
owned subsidiary Miracle Hill Enterprises, Inc. (“MHE”). Entities in which the Ministries has a relationship that meets
the consolidation criteria in applicable accounting literature are included in the accompanying consolidated financial
statements. The accompanying consolidated financial statements of the Ministries have been prepared on the accrual
method of accounting in accordance with accounting principles generally accepted in the United States of America. All
significant intercompany balances and transactions have been eliminated in consolidation.



1)

MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

b)

d)

Basis of Accounting, Continued

Miracle Hill Enterprises, Inc. is a for-profit organization incorporated in 2018 under the laws of South Carolina, with the
Ministries as its sole shareholder. MHE has organized BridgeWorks LLC, a limited liability company performing
employment services as a traditional staffing and recruiting firm. MHE also owns Front Office LLC, a limited liability
company providing staffing services and Creation Works LLC, a limited liability company providing landscaping
services. These service companies seek to provide meaningful, long-term employment opportunities for participants in
the Ministries’ various programs.

Financial Statement Presentation

These consolidated financial statements have been prepared to focus on the Ministries as a whole and to present
transactions according to the existence or absence of donor-imposed restrictions in conformity with recommendations of
the Financial Accounting Standards Board (“FASB”) in the Accounting Standards Codification (“ASC”). This guidance
requires that unconditional promises to give be recorded as receivables and revenues and requires the Ministries to
distinguish between contributions received for each net asset category in accordance with donor-imposed restrictions. It
establishes standards for external financial reporting by not-for-profit organizations and requires that resources be
classified for accounting and reporting purposes into two net asset categories based on the existence or absence of
donor-imposed restrictions. Accordingly, net assets of the Ministries and changes therein are classified and reported as
follows:

Net assets without donor restrictions - Net assets not subject to donor-imposed stipulations and currently available
foroperating purposes under the direction of the Board of Directors (“the Board”), designated by the Board for
specific purposes, or invested in property and equipment.

Net assets with donor restrictions - Net assets subject to donor-imposed stipulations that may or will be met, either
by actions of the Ministries and/or the passage of time. When a restriction expires, net assets with donor restrictions
are reclassified to net assets without donor restrictions and reported in the Consolidated Statement of Activities as net
assets released from restrictions.

The net asset classification of donor-restricted endowment funds is subject to an enacted version of the Uniform Prudent
Management of Institutional Funds Act of 2006 (“UPMIFA”). As a result, the investment return from donor-restricted
endowment funds is classified as net assets with donor restrictions until appropriated for expenditure. Note 10 provides
additional information about the Ministries” endowment.

The Board has designated estates and certain other funds to be used solely as endowment; however, under the
requirements of the FASB ASC these amounts are included as net assets without donor restrictions, rather than net assets
with donor restrictions, even though it is the intention of the Board that they be used for no other purpose.

Contributions and Revenue

Contributions received are recorded as net assets with donor restrictions or net assets without donor restrictions
depending on the existence of any donor restrictions. Contributions are recognized when received or when the donor
makes an unconditional promise to give to the Ministries. Contributions which are restricted by the donor are reported as
increases in net assets without donor restrictions if the restrictions expire in the fiscal year in which the contributions are
recognized. All other donor-restricted contributions are reported as increases in net assets with donor restrictions. Net
assets with donor restrictions are reclassified to net assets without donor restrictions upon the satisfaction of the time or
purpose restrictions.

Noncash contributions are recorded as support at the estimated fair value of the donation. Such donations are reported
as net assets without donor restrictions unless the donor has restricted the donated asset to a specific purpose. Gifts of
long-lived assets with explicit restrictions that specify how the assets are to be used are reported as net assets with donor
restrictions. Absent explicit donor stipulations about how long those long-lived assets must be maintained, the Ministries
reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in service.



1)

MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

d)

)

h)

i)

D

Contributions and Revenue, continued

Donated inventory items for the thrift stores and food items for the food warehouse are recorded at estimated fair market
value as determined by management using a calculation based on factors such as estimated sales, inventory turnover,
and estimated value per pound of food items. When donated inventory items are sold in the thrift stores, they are
reflected in the cost of goods sold of thrift operations. When donated items are used in various operations of the
Ministries, they are reflected in the client care/assistance of that operation.

Cash and Cash Equivalents
Cash and cash equivalents consist of cash on hand, cash balances in depository institutions, and money market balances.

Receivables

Accounts receivables are stated at the amount management expects to collect from outstanding balances. The Ministries
provides an allowance for doubtful accounts equal to the estimated uncollectible amounts. The Ministries’ estimate is
based on historical experience, current economic conditions, a review of the current status of trade accounts receivable,
and management’s assessment of the collectability of specific customer accounts. It is reasonably possible that the
Ministries’ estimate of the allowance for doubtful accounts will change. Receivables are presented net of an allowance
for doubtful accounts of $44,000 at June 30, 2022.

Inventories

Inventories consist of items donated for sale in the Ministries’ thrift stores and food warehouse and are valued at
estimated fair market value as determined by management using a calculation based on factors such as estimated sales
and inventory turnover.

Investments

Investments comprise primarily equity, debt securities, and mutual funds. Investments are reported at fair value, using
the three-level hierarchy established under the Fair Value Measurement topic of the FASB ASC. Fair value is the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. Realized gains and losses are recognized at the date of disposition based on the difference
between the net proceeds received and the purchased value of the investment sold, using the specific identification
method. Unrealized gains and losses are recognized for the change in fair value between reporting periods. Net realized
and unrealized gains and losses on investments generally are reported as increases and decreases in net assets without
donor restrictions unless explicit donor stipulations restrict their use. Interest and dividend income are recognized when
earned.

Property Held for Sale
From time to time, the Ministries receive gifts of property. In accordance with donor intent, the Ministries lists the
property for sale.

Property and Equipment

Property and equipment are stated at cost if purchased or fair market value at the date of donation. Additions of assets
valued over $5,000 are capitalized and major items retired are removed from the accounts. Replacements, maintenance,
and repairs, which do not improve or extend the life of the respective assets, are expensed currently. Straight-line
depreciation is taken on the recorded value of the property and equipment at annual rates ranging from 2% to 20%. No
depreciation is taken on land, land improvements, or construction in progress.

The Ministries reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the

carrying amount of an asset may not be recoverable. An impairment charge is recognized when the fair value of the
asset is less than the carrying value.

10



1)

MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

k)

)

n)

0)

p)

9

Annuity Liability

The Ministries have been made aware of the receipt of certain unconditional promises to provide future contributions in
the form of deferred giving arrangements including charitable remainder annuity trusts, charitable remainder unitrusts
and pooled income funds. The various deferred giving agreements stipulate the payment of stated annuity amounts as
well as the requirements for the eventual use of the principal of the donated funds.

Donated Services
A number of individuals have donated a significant amount of time to the Ministries’ programs; however, no amounts
have been reflected for donated services.

Income Taxes

The Ministries is exempt from Federal and State income taxes as an organization described in Section 501(c)(3) of the
Internal Revenue Code. The Ministries has adopted the provisions of the Accounting for Uncertainty in Income Taxes
topic of FASB ASC. This guidance addresses the accounting uncertainty in income taxes recognized in an
organization’s financial statements and prescribes a threshold of more-likely-than-not for recognition and derecognition
of tax positions taken or expected to be taken in a tax return. It also provides related guidance on measurement
classification, interest and penalties, and disclosure. As a result of the implementation of this guidance, the Ministries
has determined that it has no uncertain tax positions requiring accrual and disclosure.

The Ministries provides for income taxes for MHE according to the Accounting for Income Taxes topic of FASB ASC.
This guidance requires an asset and liability approach in accounting for income taxes. Income tax expense includes
federal and state taxes currently payable and any deferred taxes arising from temporary differences between income for
financial reporting and income tax purposes. An income tax benefit is included in employment and landscape services
expenses in the Consolidated Statement of Activities.

Food Costs

The Ministries operates a food warehouse that receives food donations from the community. The value of these food
donations has been recorded in the Consolidated Financial Statements at estimated fair market value as determined by
management based on estimated value per pound of food items. For the year ended June 30, 2022, 75.1% of the food
distributed from the food warehouse went to the Ministries’ facilities. The remainder was distributed to other
organizations that provide food relief. A total of $100,540 was allocated from the food warehouse expenses, based on
the number of boxes that went to the Ministries’ facilities. In addition, the Ministries purchased supplemental food in the
amount of $80,448, which is included in the Consolidated Statement of Activities and the Consolidated Statement of
Functional Expenses. For the year ended June 30, 2022, the total cost of food for the various facilities was $479,944.

Use of Estimates

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

Advertising
The Ministries expenses advertising costs as incurred. For the year ended June 30, 2022, advertising expense was
$188,248.

Functional Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional basis in the
Consolidated Statement of Activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited.

11



MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

r) Consolidated Statement of Financial Position Presentation
Assets and liabilities presented in the Consolidated Statement of Financial Position are recorded in order of liquidity or
nearness to conversion to cash.

2) CASH AND CASH EQUIVALENTS

The Ministries maintains cash balances at several financial institutions located in South Carolina. Accounts at each institution
are protected by depository insurance up to $250,000 by the Federal Deposit Insurance Corporation (“FDIC”) or the Securities
Investor Protection Corporation (“SIPC”). AtJune 30,2022, the Ministries had uninsured cash and cash equivalents balances
of $5,772,549.

Included in the Ministries’ cash and cash equivalents balance is $945,703 of cash with donor restrictions to be used for
subsequent years’ activities. Also included is $1,025,000 of cash designated by the Board for operating and workers’
compensation reserves.

3) RECEIVABLES

Receivables consist of the following at June 30, 2022:

Trade receivables $ 269,053
Employment and landscape services receivables, net 257,467
S__ 526520

4) INVESTMENTS

The cost and fair market value of investments at June 30, 2022 are as follows:

Unrealized Fair
Cost Gain Value

Equities $ 6,439,053 §$ 53,136 § 6,492,189

Bonds 2,999,521 (302,720) 2,696,801

Mutual funds 1,272,257 (50,233) 1,222,024

Total investments 10,710,831 (299,817) 10,411,014
Cash and cash equivalents

included in endowment funds 736,848 - 736,848

Total endowment funds $ 11,447,679 $ (299,817) $ 11,147,862

Investments with a fair value of $1,121,850 as of June 30, 2022, are donor restricted to be used for subsequent years’
activities. Investments with a fair value of $5,506,100 as of June 30, 2022, are donor restricted for endowment.

12



S)

6)

MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

PROPERTY AND EQUIPMENT

Property and equipment at June 30, 2022 are summarized as follows:

Furniture and fixtures $ 1,629,840
Equipment 2,289,383
Vehicles 1,215,016
Land 2,317,674
Buildings 30,921,007
Construction in progress 37,950
38,410,870

Less accumulated depreciation (21,691,020)
Total property and equipment, net $ 16,719,850

Depreciation expense for the year ended June 30, 2022 was $1,669,183. Property with a net book value of $63,266 as of June
30, 2022, is donor restricted to be used for subsequent years’ activities.

NOTES PAYABLE

Notes and mortgages payable as of June 30, 2022 consist of the following:

Note payable to banking institution, secured by real property, due in 120
monthly payments of principal and interest of $34,690, with interest at 3.375%

(rate reduced from 4.0% in April 2021), maturing in April 2030 $ 3,444,696
Federal Home Loan Bank of Atlanta, secured by real property 1,000,000
Federal Home Loan Bank of Atlanta, secured by real property 1,000,000
Federal Home Loan Bank of Pittsburgh, secured by real property 750,000
Mortgage loan payable to SC Housing Authority, secured by real property 255,875

Total notes and mortgages payable $ 6,450,571

Aggregate maturities of long-term debt are summarized as follows for the years ended June 30:

2022 $ 287,039
2023 296,732
2024 307,331
2025 318,014
2026 329,983
Thereafter 4.911,472

$ 6,450,571

Interest expense totaled $136,914 for the year ended June 30, 2022.

The Ministries has a $2,000,000 line of credit with a banking institution. There was no activity with the line during the year
ended June 30, 2022, and there was no balance due as of June 30, 2022. The line bears interest at the rate of prime less 1.00%,
with interest payable monthly. The line is secured by accounts receivable, furniture and equipment, and inventory and matures
in October 2023.

13



6)

7)

MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

NOTES PAYABLE, Continued

In a previous year, the Ministries entered into an Affordable Housing Program agreement with the Federal Home Loan Bank
of Atlanta (“the FHLB”) and received $1,000,000 for renovations of its Greenville Rescue Mission. These funds are dedicated
to the project as a grant, with no interest charged on the outstanding principal balance. These funds will be forgiven if the
Ministries remains in compliance with the terms of the agreement with FHLB for its fifteen-year duration. The agreement
expires in July 2028. Because the loan is due immediately upon the default of compliance with the loan agreements, this loan
has been recorded as debt. Once the Ministries has satisfied the terms of the loan agreements, this amount will be recognized
as grant revenue. The Ministries was in compliance with the terms of the agreement as of June 30, 2022.

In a previous year, the Ministries entered into an Affordable Housing Program agreement with the Federal Home Loan Bank
of Atlanta (“the FHLB”) and received $1,000,000 for renovations of its Spartanburg Rescue Mission. These funds are
dedicated to the project as a grant, with no interest charged on the outstanding principal balance. These funds will be forgiven
if the Ministries remains in compliance with the terms of the agreement with FHLB for its fifteen-year duration. The
agreement expires in January 2030. Because the loan is due immediately upon the default of compliance with the loan
agreements, this loan has been recorded as debt. Once the Ministries has satisfied the terms of the loan agreements, this
amount will be recognized as grant revenue. The Ministries was in compliance with the terms of the agreement as of June 30,
2022.

In a previous year, the Ministries assumed a mortgage loan agreement with the South Carolina Housing Authority (“the
SCHA”) with a remaining principal balance of $255,875 and received property in which it operates its Homes for Life
program. These funds are dedicated to the project as a grant, with no interest charged on the outstanding principal balance.
These funds will be forgiven if the Ministries remains in compliance with the terms of the agreement with the SCHA. The
agreement expires in 2027. Once the Ministries has satisfied the terms of the loan agreements, this amount will be recognized
as grant revenue. The Ministries was in compliance with the terms of the agreement as of June 30, 2022.

During the year ended June 30, 2022, the Ministries entered into an Affordable Housing Program agreement with the Federal
Home Loan Bank of Pittsburgh (“the FHLB”) and received $750,000 for its Restoration Way project. These funds are
dedicated to the project as a grant, with no interest charged on the outstanding principal balance. These funds will be forgiven
if the Ministries remains in compliance with the terms of the agreement with FHLB for its fifteen-year duration. That term
will commence when the project reaches seventy-five percent occupancy. Because the loan is due immediately upon the
default of compliance with the loan agreements, this loan has been recorded as debt. Once the Ministries has satisfied the
terms of the loan agreements, this amount will be recognized as grant revenue. The Ministries was in compliance with the
terms of the agreement as of June 30, 2022.

NET ASSET BALANCES AND RESTRICTIONS

Net assets which are donor restricted for endowment, annuities, and capital projects total $1,920,088 as of June 30, 2022. Of
these net assets, $707,942 is restricted for endowment, $266,443 is restricted for annuities, and $945,703 is restricted for
capital projects. Net assets which are donor restricted for permanent endowment of $5,506,100 as of June 30, 2022, consist of
endowment fund assets that must be held indefinitely. The income earned from these assets may be used for current year
operations.

Releases from donor restrictions of $131,038 for the year ended June 30, 2022, represent funds used for capital projects from
prior years’ contributions.

The Board of the Ministries has designated $1,025,000 of net assets for operating and workers’ compensation reserves.

14



L)

9

MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

RETIREMENT PLAN

The Ministries sponsors a defined contribution retirement savings plan (“the Plan”) in compliance with Section 401 (k) of the
Internal Revenue Code. The Plan covers all employees who work at least twenty hours per week and have been employed for
at least one year. Participants may make contributions to the Plan, subject to IRS limitations. The Ministries may make a
matching contribution, at its discretion. For the year ended June 30, 2022, the retirement plan expense for the Ministries
totaled $192,704.

FAIR VALUES OF FINANCIAL INSTRUMENTS

The Ministries has adopted the provisions of the Fair Value Measurement and Disclosures topic of FASB ASC. This guidance
defines fair value, establishes a framework for measuring fair value, and expands disclosures about fair value measurements.
This guidance defines fair value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. It also establishes a fair value hierarchy, which requires an
entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair value. The
standard describes three levels of inputs that may be used to measure fair value. Level 1 inputs represent fair values obtained
using quoted prices in active markets. Level 2 inputs represent fair values obtained from observable market data but not from
quoted market prices. Level 3 inputs represent unobservable inputs that are supported by little or no market activity and are
generally based on the entity’s own assumptions.

The following methods and assumptions are used to estimate the fair value of each financial instrument:

Cash and cash equivalents, accounts payable, accrued expenses, prepaid expenses - the carrying values approximate
fair value due to their short maturities.

Receivables - the carrying values approximate fair value due to their short maturities.

Investments — the fair values are based on quoted market prices of the underlying investment securities. Investments are
carried at fair value in the accompanying Consolidated Statement of Financial Position.

Annuity liability — the fair values are determined by discounting the future cash flows of each instrument at rates
currently offered by the Ministries for similar instruments of comparable maturities. The carrying amount of annuity
liabilities approximates fair value.

Notes payable — the fair values are determined by discounting the future cash flows of each debt instrument at rates
currently offered to the Ministries for similar debt instruments of comparable maturities. The carrying amount of notes
payable approximates fair value.

The following table sets forth, by level within the fair value hierarchy, the Ministries investment assets at fair value, at June
30,2022:

Total
Fair Value Level 1 Level 2 Level 3
Equities $ 6492,1890 § 6,492,189 $ - $ -
Bonds 2,696,801 2,696,801 - -
Mutual funds 1,222,024 1,222,024 - -
$ 10411,014 $ 10,411,014 $ -0- $ -0-
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MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

10) ENDOWMENT FUNDS

The Ministries” endowment consists of donor-restricted funds and Board designated endowment funds. Effective July 1, 2007,
the state of South Carolina adopted legislation that incorporates the provisions outlined in the Uniform Prudent Management
of Institutional Funds Act. The Endowments of Not-for-Profit Organizations topic of FASB ASC provides guidance for
organizations with endowment funds subject to the UPMIFA. The Ministries has adopted the provisions of this guidance.

The Ministries’ management has interpreted UPMIFA as requiring the preservation of the fair value of the original gift as of
the gift date of donor-restricted funds absent explicit donor stipulation to the contrary. The Ministries classifies as donor
restricted net assets for endowment (a) the original value of gifts donated to the endowment, (b) the original value of
subsequent gifts to the endowment, and (c) accumulations to the endowment made in accordance with the direction of the
applicable gift instrument at the time the accumulation is added to the fund. The remaining portion of the donor restricted net
assets is classified as donor restricted net assets until those amounts are expended in a manner consistent with the prudence
prescribed by UPMIFA. In accordance with UPMIFA, the Ministries considers the following factors in making a
determination to expend or accumulate donor restricted endowment funds:

The duration and preservation of the fund

The purpose of the Ministries and the donor restricted endowment fund
General economic conditions

The possible effect of inflation and deflation

The expected total return from income and the appreciation of investments
Other resources of the Ministries

The investment policies of the Ministries

Nk w =

Board designated endowment net assets include gifts and other revenues that have been designated by the Board to function as
endowment. These funds may be expended at the discretion of the Board. Also included are certain donor restricted net assets
that have not been expended for their restricted purpose but are being invested and the earnings expended for the restricted

purpose.

The Ministries has adopted investment and spending policies for endowment assets that attempt to provide a predictable
stream of funding to programs supported by the endowment while seeking to maintain the purchasing power of the
endowment assets. To meet its long-term rate-of-return objectives, the Ministries relies on a total return strategy in which
investment returns are achieved through capital appreciation (realized and unrealized) and current yield (interest and
dividends). Under this policy, actual earnings, as well as a prudent portion of realized and unrealized gains may be distributed
for operational needs or in accordance with donor restrictions. The Ministries expects its endowment funds, over time, to
provide an average rate of return at least equal to its spending policy requirements plus the rate of inflation. Actual returns in
any given year may vary from this amount.

The Ministries’ endowment funds consist of the following at June 30, 2022:

Board designated endowment reserves $ 4519912
Restricted by donors for endowment 6,214,042
Annuity investments held in endowment 413,908
Total endowment funds 11,147,862
Annuity liability (210,731)
Net endowment funds $ 10,937,131
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MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

10) ENDOWMENT FUNDS, Continued

Changes in endowment assets for the year ended June 30, 2022 are as follows:

Without Donor  With Donor

Restrictions Restrictions Total
Endowment net assets, beginning $ 3,523,468 $ 6,286,589 $ 9,810,057
Investment earnings 320,622 29,988 350,610
Gains (losses) on investments (2,064,214) (193,065) (2,257,279)
Contributions 3,190,355 561,349 3,751,704
Distributed earnings (450,319) (56,911) (507,230)
Endowment net assets, ending $ 4519912 $ 6,627,950 $ 11,147,862

11) LEASE OBLIGATIONS

The Ministries is obligated under non-cancelable operating leases for thrift facilities. Rent expense for these leases amounted
to $498,237 for the year ended June 30, 2022. The annual minimum lease payments are as follows as of June 30:

2023 $ 499,997
2024 486,545
2025 311,134
2026 315,582
2027 320,142

$ 1,933,400
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MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

The following table reflects the Ministries’ financial assets as of June 30, 2022, reduced by amounts not available for general
expenditure within one year. Financial assets are considered unavailable because certain net assets are donor restricted (see
Footnote 7). The Ministries has the following financial assets that could readily be made available within one year of the
Consolidated Statement of Financial Position date to fund expenses without limitations:

Financial assets:

Cash and cash equivalents $ 6,771,122
Receivables 526,520
Investments 10,411,014

Financial assets, at year-end 17,708,656

Less those unavailable for general expenditures within one year due to:
Donor imposed restrictions:

Restrictions by donor with purpose restrictions (1,920,088)
Board designated net assets for endowment (5,506,100)

(7,426,188)
Financial assets available to meet cash needs for general expenditures within one year $ 10,282,468

The Ministries has a policy to structure its financial assets to be available as its general expenses, liabilities, and other
obligations come due. The Ministries monitors its liquidity so that it is able to meet its operating needs and other contractual
commitments while maximizing the investment of its excess operating cash.

REVENUE RECOGNITION

The Ministries has adopted the provisions of the Revenue from Contracts with Customers topic of FASB ASC. This guidance
replaces most existing revenue recognition in U. S. GAAP and requires expanded disclosure relating to the nature, amount,
timing, and uncertainty of revenue and cash flows arising from contracts with customers. The core principle is that an entity
should recognize revenue when it transfers promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or services by applying five steps listed in
the guidance.

The Ministries’ revenue is recognized based on the terms of the respective contracts. Revenue recognized over time primarily
consists of performance obligations that are satisfied within one year or less. In addition, the Ministries’s revenue streams do
not contain variable consideration and contract modifications are generally minimal. For these reasons, there is not a
significant impact as a result of electing these transition practical expedients.
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MIRACLE HILL MINISTRIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2022

REVENUE RECOGNITION, Continue

The Ministries reports revenues under contracts with customers based on the following categories: contractual funding and
room and board fees. The Ministries has determined that these categories can be used to meet the objective of the
disaggregation disclosure requirements, which is to disaggregate revenue from contracts with customers into categories that
depict how the nature, amount, timing, and uncertainty of revenue and cash flows are affected by economic factors. The
following table disaggregates the Ministries’ revenue based on type and on the timing of satisfaction of performance
obligations for the year ended June 30, 2022:

Contractual Room and Board
Funding Fees

Performance obligations

satisfied at a point in time $ 22,935 $ 505,604
Performance obligations

satisfied over time - -

Total $ 22,935 $ 505,604

Contract assets would include unbilled amounts resulting from sales under contracts when the percentage-of-completion cost-
to-cost method of revenue recognition is utilized, and revenue recognized exceeds the amount billed to the customer. Contract
liabilities would include billings in excess of revenue recognized. Accordingly, contract assets, including accounts receivable,
and contract liabilities were zero as of June 30, 2022.

SUBSEQUENT EVENTS

In preparing these consolidated financial statements, the Ministries has evaluated events and transactions for potential
recognition or disclosure through August 31, 2022, the date the consolidated financial statements were available to be issued.
There were no such events requiring recording for the year ended June 30, 2022.
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