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RonaldBlue& Co.

INDEPENDENT AUDITORS’ REPORT

CPAs

The Board of Directors
New Way Homes, Inc.
Santa Cruz, California

Opinion

We have audited the accompanying consolidated financial statements of New Way Homes, Inc. and
subsidiaries (collectively, the Organization), which comprise the consolidated statements of financial
position as of December 31, 2022 and 2021, and the related consolidated statements of activities,
functional expenses, and cash flows for the years then ended, and the related notes to the consolidated
financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position of the Organization as of December 31, 2022 and 2021, 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 audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Organization and to meet our other ethical responsibilities, in accordance with the
relevant ethical requirements relating to our audits. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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 consolidated 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 for one year after the date that the consolidated
financial statements are issued.

1551 N Tustin Ave,, Suite 1000
Santa Ana, CA 92705

714.543.0500



New Way Homes, Inc.
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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 auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will always
detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by areasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:

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

¢ |dentify 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.

* 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.

M&; b IA CAH,

Santa Ana, California
July 17, 2023



CONSOLIDATED STATEMENTS OF ANANCIAL
POSITION December 31, 2022 and 2021

ASSETS 2022 2021
Current assets:
Cash and cash equivalents S S
Cash and cash eqguivalents - restricted 1,466,515 2,408,954
220,450 137,865
Total cash and cash equivalents
Accounts receivable A7 L
MNotes receivable 726 13,937
Prepaid expenses 2,193,331 3,013,107
8,795 6,883
Total current assets
3,885,857 5,580,746
MNoncurrent assets:
Property and equipment, net 300
Projects in process - 597,052
MNotes receivable, net 821,692
2,475,480 582,217
Total noncurrent assets
3,287,172 1,179,565
Total assets 5 5
7,187,029 6,760,315

LIABILITIES AND MNET ASSETS
Current liabilities:

Accounts payable s S
Accrued expenses 24420 21,6590
Accrued interest 27,204 -
Motes payable 151,288 142 468
957,465 -
Total current liabilities
1,160,377 164,158
Noncurrent liabilities:
Motes payable, net
5,559,400 6,173,666
Total noncurrent liabilities
5,559,400 6,173,666
Total liabilities
6,719,777 6,337,824
Met assets:
Without donor restrictions 246,762 284,626
With donor restrictions
220,450 137,865
Total net assets
467,252 422,491 See accompanying notes and independent auditors’ report
Total liabilities and net assets 5 3
7,187,029 6,760,315

NEW WAY HOMES, INC.

CONSOLIDATED STATEMENTS OF ACTIVITIES
For the Years Ended December 31, 2022 and 2021

2022 2021
Without donor With donor Withoutdonor  With donor
restrictions restrictions Total restrictions restrictions Total
Support and reve nues:
Contributions and grants 5 20,652 5 294061 S 314,713 5 37457 § 133,627 S 171,084
Program service fees 15,662 - 15,662 4,319 - 4,319
Interest 227,015 52 227,067 180,814 58 180,812
Gifts-in-kind 12,250 53,256 65,506 21,250 - 21,250
Loss on sale of project - - - (150,914} - (150,914}
Met assets released from restrictions 264,744 (264,744) - 91,784 (91,784} -
Total support and revenues 540,323 82,625 622,548 184,710 41,941 226,651
Expenses:
Program activities 470,352 - 470,352 251,857 - 251,857
Supporting activities:
General and administrative 96,817 - 96,817 51,800 - 51,800
Fundraising 11,018 - 11,018 15,815 - 15,815
Total supporting activities 107,835 - 107,835 67,615 - 67,615
Total expenses 578,187 - 578,187 319,472 - 319,472
Change in net assets (37,864) 82,625 44,761 (134,762) 41,941 (92,821)
Met assets, beginning of year 284,626 137,865 422,491 419,388 55,924 515,312
Met assets, end of year 5 246,762 5 220,430 § 467,252 5 284,626 5 137,865 S 422,451

See accompanying notes and independent auditors’ report
4



NEW WAY HOMES, INC.

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

For the Year Ended December 31, 2022

Supporting activities

Program General and
activities administrative  Fundraising Total
Expenses:
Accounting 5 - 5 75,295 § 5 75,295
Bank and merchant fees - 668 668
Depreciation 300 - 300
Dues and subscriptions - 2,528 2,528
Grants 23,000 - 23,000
Insurance 7,042 6,501 13,543
Interest 213,686 - 213,686
Legal fees 1,620 484 2,104
Marketing and promotion - - 3,000 3,000
Other 3,428 - 3,428
Qutside services 143,758 - 143,758
Payroll taxes 4,179 - 4,179
Printing and postage 3,952 - 3,852
Projects 17,981 - 17,981
Salaries and wages 51,095 - 51,005
Supplies i - 311
Taxes and licenses - 11,316 11,316
Telephone and IT - 25 - 25
Travel and meetings - - 8,018 8,018
Total expenses 470,352 & 96,817 & 11,018 % 578,187
See accompanying notes and independent auditors’ report
5
NEW WAY HOMES, INC.
CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES (CONTINUED)
For the Year Ended December 31, 2021
Supporting activities
Program General and
activities administrative  Fundraising Total
Expenses:
Accounting 5 - 5 28,519 5 5 28,519
Bank and merchant fees - 691 591
Depreciation 327 - 327
Dues and subscriptions - 1,389 1,389
Insurance 5,740 5,298 11,038
Interest 203,045 - 203,045
Legal fees 884 264 1,148
Marketing and promotion - - 15,815 15,815
Outside services 33,745 - 33,745
Printing and postage 4,347 - 4,347
Projects 3,769 - 3,769
Taxes and licenses - 15,639 15,639
Total expenses 5 251,857 S 51,800 § 15,815 S 319,472

See accompanying notes and independent auditors” report

5]



NEW WAY HOMES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2022 and 2021

2022 2021
Cash flows from operating activities

Change in net assets 5 44,761 S (92,821)
Adjustments to reconcile change in net

assets
to Bepreshfionvs from operating activities: 300 327
Loss on sale of project - 150,514
Interest income accrual (223,487) (176,748)
Interest expense -loan fees 6,039 15,574
Changesin:
Accounts receivable 13,211 45,764
Prepaid expenses (1,912) (770)
Projects in process (224,640) (545,227)
Accounts payable 2,730 (18,178)
Accrued expenses 27,204 (222)
Accrued interest 8,820 112,827

Net cash flows from operating activities (346,974) (508,560}

Cash flows from investing activities

Proceeds from disposal of project - 261,280
Proceeds from notes receivable 600,000 127 437
repayments Notes recejvable issued (1,450,000) (1,155,100}
Met cash flows from investing (850,000) (766,383)
activities Cash flows from financing activities

Acquisition of notes payable 337.160 3,587,244
Acquisition of loan fees - (11,000)

Met cash flows from financing activities 337,160 3,576,944

Met change in cash and cash equivalents (859,814) 2,302,001

Total cash and cash equivalents, beginning of year 2,546,819 244 818

Total cash and cash equivalents, end of year S 1BR7005 S 2,546,819

See accompanying notes and independent auditors’ report
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NEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2022 and 2021

Note 1 — Summary of significant accounting policies

The following significant accounting policies are presented to assist the reader in understanding the
consolidated financial statements of MNew Way Homes, Inc, (the Organization). The
consolidated financial statements and notes are representations of management, which is
responsible for their integrity and objectivity. These accounting policies conform to accounting
principles generally accepted in the United States of America (US GAAP) and have been consistently
applied in the preparation of the consclidated financial statements.

Mature of activities

The Organization was formed to significantly increase the availability and affordability of rental housing in
the Monterey Bay and San Francisco Bay regions and other areas of California to wulnerable and low
income populations by making charitable loans that are used to increase the rate of development of
new affordable housing, including within mixed income housing projects by assembling capital from
sources that have not typically been investing in affordable housing. Established in 2015, the
Organization operates an impact investment fund to finance significant housing development projects to
address the region's housing crisis. The New Way Homes Impact Investment Fund enables the
development of less expensive rental housing through an array of strategies that include, but are not
limited to a lower cost of capital, high density modular construction, and partnerships with local
government and nonprofit agencies.

The Organization is also a fiscal sponsor for two local projects, which includes processing charitable
donations and exercising discretion over their use. Revenue and expenses are reported by
the Organization, and any un-spent funds are presented as net assets with donor restrictions. See Mote 6.

Support Teacher Housing is developing 4-unit housing complex on a site owned by the Town of Los
Gatos. The project is envisioned as a mix of affordable and workforce housing with some degree of
preference for professional educators.

Housing Santa Cruz County was created to ensure Santa Cruz County is an inclusive thriving, just,
diverse, culturally rich and sustainable community by promoting affordable, safe, stable homes for
local residents and workers.



NEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Decernber 31, 2022 and 2021

MNote 1 — Summary of significant accounting policies (continued)
Basis of consolidation

The consolidated financial statements include the accounts of Mew Way Homes, Inc. and wholly owned
subsidiaries, 8930 MacArthur Blvd, LLC and 180 Supportive Housing, LLC. All intra-entity transactions have been
eliminated.

The Organization created a single-member LLC, 180 Supportive Housing, LLC, for the purpose of
transferring the supportive housing development at 119 Coral Street from Enwision |, LLC to 180
Supportive Housing, LLC (see Note 7). The supportive housing project will provide 120 affordable units for people
exiting chronic homelessness, and one unit for the property manager. The organization sold this LLC during the
year ended December 31, 2021, which resulted in aloss of $150,914.

The Organization created a single-member LLC, 8930 MacArthur Blwd., LLC, for the purpose of
transferring the 83 unit mixed income rental housing development at 8930 MacArthur Blvd. in Oakland from
Enwisian I, LLC to 8930 MacArthur Biwd., LLC (see Note 7).

Basis of accounting

The consolidated financial statements of the Organization have been prepared on the accrual basis of
accounting in accordance with US GAAP. Under this method of accounting, revenues are recognized when
earned and expenses are recognized when incurred.

Financial statement estimates and assumptions

The preparation of financial statements in conformity with US GAAP requires management to make estimates
and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ
from these estimates.

Cash and cash equivalents

All cash and highly liquid financial instruments with original maturities of three months or less, which are
neither held for nor restricted by donors for long-term purposes, are considered to be cash and cash equivalents.
Cash and highly liguid financial instruments restricted to building projects, endowments that are perpetual in

nature, or other long-term purposes are excluded from this definition.

Cash and cash equivalents = restricted

The Organization routinely receives contributions that are subject to donor-imposed restrictions. Restricted
cash consists of those amounts set aside to comply with such restrictions.

NEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31,2022 and 2021

Note 1 — Summary of significant accounting policies (continued)
Concentrations of credit risk

As of December 31, 2022 and 2021, and at wvarious times throughout the peried, the Organization
maintained cash in certain bank deposit accounts in excess of Federal Deposit Insurance Corporation (FDIC) and
National Credit Union Administration (NCUA) limits. The Organization has not experienced any losses in such
accounts. Management does not believe that the Organization is exposed to any significant credit risk related to
cash and cash equivalents. As of December 31, 2022 and 2021, total cash held in excess of insurance coverage limits
was 51,186,410 and 52,296,796, respectively,

As of December 31, 2022 and 2021, 95% and 94% of notes receivable were due from related parties,
respectively.

For the years ended December 31, 2022 and 2021, 52% and 32% of contributions and grant revenue came from
four donors or grantors, respectively.

Accounts receivable

Accounts receivable are presented on the consolidated statements of financial position without an
allowance. Management has determined the amount for uncollectible accounts is immaterial to the consolidated
financial statements. There was no bad debt expense for the years ended December 31, 2022 and 2021.

Property and equipment

Capital expenditures over 51,000 for property and equipment are capitalized, and presented at cost
Depreciation is computed on the straight-line method over the estimated useful lives of the assets, which range
from three to thirty-nine years. Donated assets are capitalized at their approximate fair value at the date of
the pift. Depreciation expense for the years ended December 31, 2022 and 2021, totaled 5300 and 5327,
respectively.

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured
by a comparison of the carrying amount of an asset to future net cash flows (undiscounted and without
interest) expected to be generated by the asset. |f such assets are considered to be impaired, the
impairment to be recognized is measured by the amount by which the carrying amount of the asset exceeds the
fair value of the asset. Assets to be disposed of are reported at the lower of the carrying amount or fair value less
costs to sell. During 2022 and 2021, there were no events or changes in circumstances indicating that the carrying
amount of long-lived assets may not be recoverable.



NEW WAY HOMES, INC.

MNOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Decernber 31, 2022 and 2021

Mote 1 — Summary of significant accounting policies (continued)
Projects in process

Amounts spent toward projects in line with the Organization's mission are capitalized as projects in process
and accumulated until such time that the project is completed or disposed of.

Net assets

The Organization reports contributions restricted by donors as increases in net assets without denor
restrictions if the restrictions expire (that is, when a stipulated time restriction ends or purpose
restriction is accomplished) in the reporting peried in which the revenue is recognized. All other donor-restricted
contributions are reported as net assets with donor restrictions, depending on the nature of restrictions. When a
restriction expires, net assets with donor restrictions are reclassified to net assets without donor restrictions
and reported in the consolidated statements of activities as net assets released from restrictions. At
December 31, 2022 and 2021, net assets with donor restrictions consisted of $220,490 and 5137,865, respectively.

Revenue recognition

Centributions are recognized when cash, securities or other assets, an unconditional promise to give, or notification
of a benefit interest is received. Conditional promises to give are not recognized until the conditions on which
they depend have been substantially met. Revenue is recognized when earned.

Revenue from contracts is recognized when the Organization satisfies a performance obligation by
transferring a promised good or service to a customer. The Organization considers the terms of the contract and
all relevant facts and circumstances when applying the revenue recognition standard. The Organization also
applies the revenue recognition standard consistently to contracts with similar characteristics and in similar
circumstances.

Gifts-in-kind

Volunteers contribute amounts of time to the program, administration, and fundraising development activities
carried out by the Organization. However, the consolidated financial statements do not reflect the value of these
contributed services because they do not meet the recognition criteria prescribed by US GAAP. Gifts-in-kind are
recorded at fair value on the date of donation.

The Organization utilizes donated professional services, including accounting and dvil engineering. For the years
ended December 31, 2022 and 2021, the estimated fair value of 565506 and 521,250, respectively, is
presented as gifts-in-kind on the consolidated statements of activities and functional expenses. The fair value is
determined based on the rate that would have been paid for equivalent services.

NEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Decermnber 31, 2022 and 2021

Note 1 — Summary of significant accounting policies (continued)
Functional allocation of expenses

The conselidated finandial statements report certain categories of expenses that are attributed to more than one
program or supporting function. Therefore, expenses require allocation on a reasonable basis that is consistently
applied. Certain significant expenses are allocated on a basis of sguare footage, such as occupancy and
depreciation; while others are allocated on a basis of time and effort estimates, such as employee compensation
and benefits.

Income taxes

The Organization is a not-for-profit California corporation exempt from income taxes under Internal Revenue
Code Section 501(c)3 and the California Revenue and Taxation Code Section 23701(d) and is classified as other
than a private foundation. The Organization is subject, however, to Federal and California income tax on
unrelated business income as stipulated in Internal Revenue Code Section 511 and Regulation Section 1.511.
During the years ended December 31, 2022 and 2021, the Organization had no activities unrelated to its
exempt purpose, therefore incurred no tax liability due to unrelated business income. The Organization does
not believe its consolidated financial statements include (or reflect) any uncertain tax positions.

Advertising costs

Advertising costs are expensed as incurred and presented on the consolidated statements of functional expenses as
marketing and promotion. For the years ended December 31, 2022 and 2021, advertising expense totaled 53,000
and 515,815, respectively.

Adoption of new accounting standards
Gifts-in-kind

Accounting Standards Update (ASU) 2020-07, Presentation and ODisclosures by MNot-for-Profit Entities for
Contributed Nonfinancial Assets, went into effect and was adopted by the Organization for the year ended
Decernber 31, 2022. The ASU requires the Organization to present gifts-in-kind as a separate line item in the
consolidated statements of activities, apart from contributions of cash and other financial assets. The standard
also increases the disclosure requirements related to contributed materials and services, including a
disaggregation of contributions by type. Adoption of this ASU did not have a significant impact on the
consolidated finandal statements, with the exception of increased disclosure.

12



NEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2022 and 2021

Mote 1 — Summary of significant accounting policies (continued)
Adoption of new accounting standards (continued)
Leases

In February 2016, the Financial Accounting Standards Board [FASB) established Accounting Standards Codification [ASC)
Topic 842, Legses, by issulng Accounting Standards Update (ASU) 2016-02, which requires lessees to recognize leases on the
statement of financial position, and disclose key information abeut leasing arrangements. The ASU went inte effect for non-
public entities with fiscal years beginning after December 15, 2021, Therefore, the Organization has adopted the new
accounting standard on January 1, 2022,

The Organization has elected to transition using the effective method under the modified retrospective approach, by which a
cumulative-effect adjustment is made on the initial date of adoption for existing leases, and comparative periods are
presented under the prior lease toplc ASC 840, that was superseded by ASC 842, Additionally, the Organizaticn has elected to
apply the package of practical expedients that allows opting out of re-evaluation and re-assessment of existing lease
agreements under the new standard, Instead relying on the historical determination and values.

The Organizaticn had no lease agreements that met the criteria for recognition under ASC B42,

Mote 2 — Liguidity and availability

As part of liguidity manage ment, the Organization has adopted a pelicy to structure its financial assets te be available as its
general expenditures, liabilities, and other obligations come due. Financial assets available for general expenditure within one
vear consisted of the following at December 31, 2022

Total cash and cash equivalents Accounts receivable $ 1,687,005
726
Total financial assets

Centractual or donor-imposed restrictions: 1,687,731
Donor contributions with specific purpose or time restrictions 220,490
Total contractual or donor-im posed restrictions Financial assets available 220,450

to meet cash needs for general

expenditures within one year S 1467241

NEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS December 31, 2022 and 2021

Note 3 — Notes receivable
Notes receivable consisted of the following at December 31:

2022 2021

During 2016, Organization entered intoc a non-

revolving line of credit loan and security agreement

with Envision |, LLC (a related party, see Note 7). The

purpose of the credit is for predevelopment of

projects in line with the Organization's mission. The

maximum amount available for draw is %4,100,000. The

loans accrue interest at 6.00%. Outstanding principal and

accrued interest are due between October 14, 2022, 5 2880537 S 2,157,744
and lune 30, 2027. See Note 8.

In April 2020, Envision Il, LLC (a related party, see Note 7)

assumed a portion of the note receivable from Envision I,

LLC. The assumed portion accrues interest 6.00%. All

outstanding principal and accrued interest are due 967,224 912,475
October 14, 2022,

In March 2021, the Organization made a loan of $200,000

to Envision 1l, LLC (a related party, see Note 7) for

the purpose of predevelopment expenses for a project in

line with the Organization's mission. In July 2021,

the Organization funded an additional 5$150,000.

Interest accrues at 6.00%. Outstanding principal and 381381 285,844
accrued interest are due March 12, 2027.

14



NEW WAY HOMES, INC.

NOTES TQ CONSOLIDATED FINAMCIAL STATEMENTS December

31, 2022 and 2021

Note 3 — Notes receivable (continued)

In March 2021, the Organization made a lean of 5150,000 to Genesls
Worship Center Family Church for the purpose of predevelopment
expenses for a project in line with the Organization's mission. The
note accrues interest at 6.00%and matures March 15, 2024, In July 2021, the
Organization funded an additional 580,000 which accrues interest at a
rate of 6.00%. One payment of 55,000 is due on the first day of the
calendar month after the initial 5150,000 loan is repaid in full. Al unpaid
principal and accrued interest are due July 23, 2025,

In December 2022, the Organization entered intc a nen-srevelving
line of credit loan and security agreement with 841 Capitola, LLC

[a related party, see Note 7). The purpose of the credit is for
predevelcpment of a project in line  with the  Organization's
mission, The maximum amount available for draw s $325,000. The

lean accrues Interest at  6.00%. Outstanding principal
accrued interest are due in December 2028

Total notes recelvable Less:

current portion Notes

receivable, net

2022 021

254,151 239,261
—155IA

4,668,811 3595324

(2193331 (3,013,107)

2,475 480
5_ T — $ 582,217

Future minimum principal payments consist of the following for the years ended December 31

023
2024
225
2026
027

228 and thereafter

Total
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MOTES TO CONSOLIDATED FINANCIAL STATEMENTS Decembaer

31,2022 and 2021

MNote 4 — Property and equipment

Property and equipment consisted of the following at December 31:

Computers

Total property and eguipment Less:
accumulated depreciation Property and

equipment, net

Mote 5 — Notes payable

Motes payable consisted of the following at December 31:

The Organization acquires notes payable to accredited investors,
collogulally referred to as New Way Homes Notes [NWHN), at
various times for wvarious amounts. These notes mature between
June 2028 and June 2032, Interest accrues ata rate dependent on the
Organization's tep-line revenue, with a maximum rate of S.00%.
The typical and current rate of Interest accrual IS roughly 3.15%.
Interast is paid annually.

The Organization launched a Crowdfunding Campaign in 2020 as an
option for investors who did not gualfy for NWHN. Crowdfunding
lecans mature on Jume 30, 2030. Interest is accrues at a mte of
4500 for First S100,000 invested, while the remainder accrues at 4.25%.,
Interest |s paid annually.

The Organization acquired a note payable in 2018 to
CommaonsSplrit (formerly known as Dignity Health) in the amount of
S5200,000. The note accrues interest at 3.00%and matures March 1,
2023, until which time interest is paid quarterly.

§& 2193331
167,150
87,001
2,045,811
175,518
$ 4 668,811
0 021
1,634 g 1634
1,634 1634
(1,634) (1,338)
5 300
202 2021

S 4168314 S 3873315

520,162 520,162

193,585 199901



NEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS December
31, 2022 and 2021

Mote 5—MNotes payable {continued) 2022 on

The Organization acgquired a note payable In 2018 to Religious

Communities Investment Fund In the amount of$200,000. The note 00,518 200,518
accrues Interest at 3.00% and matures June 1, 2023, until which time

interest is paid guarterly.

The Organization acquired a note payable in 2018 to Sisters of
Saint Dominic Congregation of the Most Holy Rosary of Adrian in 250,632 250,632
the amount of $250,000. The note accrues interest at 3.00% and
matures September 1, 2023, until which time interest is pald quarter|y.

The Organization acquired two notes payable to Community

Foundation Santa Cruz County in 2018 and 2020 in the amount of 00 UL
$350,000 and S500000, respectively, The notes accrue interest at 3.00%
and mature July 31, 2025, and June 30, 2030, respectively.
Interest is paid gquarterly.
The Organization acguired a note payable In 2018 to Community o Gt
Vision (farmerly MNorthern California  Community Loan ' .
Furd) with  available maximum drawdown of 530,000. The
note bears ne interest and matures December 7, 2023,
The Organization has acguired a neote payable in 2019 to Local
Initiatives  Support  Corporation  (LISC) with  total approved
drawdown of 5495801, The note accrues interest at 3.55% and
matures January 1, 2023, untll which time Interest is pald monthly. 297,106 277,264
The Organization acguired a note payable In 2022 to Workbench
Corp. with available maximum drawdown of522,300. The note accrues
interest at 3.00% and matures August 19, 2028, untll which time interest 20 625
¢l
is paid annually. See Note 8.
6,518,567 6,181,407
Total notes payable M .
Less: current porticn (B2 A65)
Less: loan fees, net (1,702} (7,741)
Motes payable, net of current portion $ 5,559,400 % 6,173,666
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NEW WAY HOMES, INC.

MOTES TO CONSOLIDATED FINANCIAL
STATEMENTS December 31, 2022 and 2021

Note 5 — Notes payable [continued)

Future minimum principal payments consist of the following for the years ended December 31:

2023 5 957,465
2024 -
2025 350,000
2026 -
2027 -
2028 and thereafter 5,211,102
Total $ 6,518,567

Note 6 — Net assets with donor restrictions

Net assets with donor restrictions consisted of the following at December 31:

2022 2021
Support Teacher Housing 5 17,278 & 33,374
Housing Santa Cruz County 203,212 104491
Total net assets with donor restrictions 5 220480 5 137,865

18



MEW WAY HOMES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2022 and 2021

MNote 7 — Related party transactions
Envision |, LLC:

As of December 31, 2022 and 2021, the Organization had made loans totaling $2,890,537 and 52,157,744,
respectively, to Envision |, LLC for predevelopment purposes, as part the Organization's mission. The President of the
Organization, Sibley Simen, is a co-Managing Member and a co-owner of Envision |, LLC.

Enwvision I, LLC:

As of December 31, 2022 and 2021, Envision I, LLC assumed a portion of Envision |, LLC's debt in the amount of 5967,224
and 5912475, respectively, in exchange for predevelopment assets related to the project at 467/479 E. Market Street, Salinas,
Califernia. The President of the Organization, Sibley Simen is a managing member of Envisicn I, LLC.

As of December 31, 2022 and 2021, the Organization had made additional loans totaling $381,381 and 5285,844, respectively,
to Envision |1, LLC.

B41 Capitola, LLC:

As of December 31, 2022 and 2021, the Organization had made |oans totaling 5175,518 and S0, respectively, to 841
Capitela, LLE, for predevelopment purposes, as part of the Organization’s mission, The President of the Organization, Sibley
Simon, s a co-Managing Member and a co-owner of 841 Capitela, LLC.

Note 8 — Subsequent eve nts

Notes payable

In January 2023, the Organization adopted the ninth amendment to the Enwvision |, LLC note recelvable, increasing the
maximum drawdown amount to $4,600,000 and increasing the period frem 78 to 84 months.

I January 2023, the Organization paid in-full the note payable to LISC in the amount of $297,952, which includes accrued
interest.

In February 2023, the Organization pald in-full the note payable to CommoenSpirit in the amount of 5200417, which
includes accrued interest.

In May 2323, the Organization paid in-full the note payable to Religious Communities Investment Fund in the amount of
$201,500, which includes accrued interest.

In May 2023, the Organization was approved for a new note payable to CommonSpirit in the total amountof 51,000,000
fora 10-year term.
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NEW WAY HOMES, INC.

MNOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2022 and 2021

Note 8 — Subsequent events [continued)
Notes payable {continued)

Im January 2023, the terms of the Workbench note payable were amended to remove the maturity date
and instead apply a contingency trigger for repayment.

Notes receivable

Im January 2023, the Board approved a motion to amend the maturity for the notes receivable from
Envision |, LLC. The new maturity dates range between June 30, 2024 and June 30, 2025.

In February 2023, Genesis Worship Center repaid its note to the Organization in the amount of
§255,592, which includes interest.

Management's evaluation

Management has evaluated subseguent events through luly 17, 2023, the date on which the
consolidated financial statements were available to be issued.
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Creating affordable and
below-market rate housing.

= NEW WAY
* HOMES

One reason 15 4
major shortage
of housing, and
it's getting worse,

California has the lar
per capita housing short:
of any state in the Us,

BOusing units

Housing demand has outpaced
building in California for decad
and the shortage keeps getting

e
&l

So, California housing becomes more
and more unaffordable for many.

The current development models
aren’t solving the problem,




There is 4 high cost of too little housing.

[

perm hgr AR ey B bt e s

New Way Homes provi
solution to the housing crisis.

building a new part

of the housing industry.
¥ NEW WAY

* HOMES

Here's how New Way Homes
builds affordable housing.

Let's look at another
completed project.

New Way Homes' repayment
mode] starts with you.




Funds Raised Through July 2023

Current Funders Past Funders

Thank vou!

We have more than 350 mi
income housing units in pre

Meet the team
bringing it all tog i

(A0 ¢

Our Founder

r Homes Do

A

‘ombines
many techniques to create
less expensive housing,

stainability

resulting in lower rents!

Create a new part of
industry that solves affordability.

All of our strategies add up to a
model that can stop rising rents
with new housing supply and
help those who struggle most.




New Way Hormes Impact
Investment Fund

bit.ly/investN'WH

NEW WAY
- HOMES




