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INDEPENDENT AUDITOR’S REPORT To the Board of Directors Global Hope Network International, Inc. We have audited the accompanying financial statements of Global Hope Network International, Inc. (A Not-For-Profit Corporation), which comprise the statements of financial position as of December 31, 2015 and 2014, and the related statements of activities and cash flows for the years then ended, and the related notes to the financial statements. Management’s Responsibility 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; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from material misstatement, whether due to fraud or error. Auditor’s Responsibility Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion. Opinion In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Global Hope Network International, Inc. as of December 31, 2015 and 2014, and the changes in their net assets and their cash flows for the years then ended in accordance with accounting principles generally accepted in the United States of America.



Orlando, Florida July 11, 2016



MCDIRMIT DAVIS & COMPANY, LLC 934 N. MAGNOLIA AVENUE, SUITE 100 ORLANDO, FLORIDA 32803 TELEPHONE: 407-843-5406 FAX: 407-649-9339 EMAIL: [email protected] MEMBERS: PRIVATE COMPANIES PRACTICE SECTION AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS FLORIDA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) STATEMENTS OF FINANCIAL POSITION December 31, 2015 and 2014



2015



2014



ASSETS Current Assets: Cash and cash equivalents Contributions receivable Prepaid expenses and other current assets



$



Total current assets Property and Equipment, net Total assets



$



553,526 150,669 31,429



$



628,952 169,330 55,804



735,624



854,086



9,688



297



745,312



$



854,383



42,767 3,939



$



45,787 851



LIABILITIES AND NET ASSETS Current Liabilities: Accounts payable Accrued expenses



$



Total current liabilities Net Assets: Unrestricted Total net assets Total liabilities and net assets



$



46,706



46,638



698,606



807,745



698,606



807,745



745,312



$



854,383



The accompanying Notes to Financial Statements are an integral part of these statements. 2



GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) STATEMENTS OF ACTIVITIES Years Ended December 31, 2015 and 2014



2015 Unrestricted Support and Revenue: Contributions Interest and other income Net assets released from restrictions



$



Total support and revenue Expenses: Program services Supporting activities: General and administrative Fundraising Total expenses Increase (decrease) in net assets Net Assets - beginning of year Net Assets - end of year



$



2,218,247 656 -



2014



Temporarily Restricted $



-



$



Total



Unrestricted



2,218,247 656 -



$



2,280,982 104 48,000



Temporarily Restricted $



Total



(48,000)



$



(48,000)



2,280,982 104 -



2,218,903



-



2,218,903



2,329,086



2,281,086



1,814,912



-



1,814,912



1,512,600



-



1,512,600



264,294 248,836



-



264,294 248,836



222,961 303,964



-



222,961 303,964



2,328,042



-



2,328,042



2,039,525



-



2,039,525



(109,139)



-



(109,139)



289,561



(48,000)



241,561



807,745



-



807,745



518,184



48,000



566,184



698,606



$



-



$



698,606



$



807,745



$



The accompanying Notes to Financial Statements are an integral part of these statements. 3



-



$



807,745



GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) STATEMENTS OF CASH FLOWS Years Ended December 31, 2015 and 2014



2015 Cash Flows From Operating Activities: Receipts from contributors Investment and other miscellaneous cash receipts Cash paid to employees Cash paid to program suppliers Contributed asset



$



Net cash provided by (used in) operating activities



2,236,908 656 (1,051,500) (1,251,330) (8,917)



2014 $



2,216,775 104 (971,956) (1,067,247) -



(74,183)



177,676



(1,243)



-



(1,243)



-



Net Increase (Decrease) in Cash and Cash Equivalents



(75,426)



177,676



Cash and Cash Equivalents - beginning of year



628,952



451,276



Cash Flows From Investing Activities: Additions to fixed assets Net cash used in investing activities



Cash and Cash Equivalents - end of year Reconciliation of Change in Net Assets to Net Cash Provided by (Used in) Operating Activities: Change in net assets Adjustments to reconcile change in net assets to net cash provided by (used in) operating activities: Depreciation Contributed asset



$



553,526



$



628,952



$



(109,139)



$



241,561



(Increase) decrease in: Contributions receivable Prepaid expenses and other current assets Increase (decrease) in: Accounts payable Accrued expenses Net cash provided by (used in) operating activities



$



Supplemental Disclosure of Non-Cash Investing and Financing Activities Contributed assets $



769 (8,917)



1,850 -



(117,287)



243,411



18,661 24,375



(60,221) 5,277



(3,020) 3,088



(9,155) (1,636)



(74,183)



$



177,676



8,917



$



-



The accompanying Notes to Financial Statements are an integral part of these statements. 4



GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS Years Ended December 31, 2015 and 2014



Note 1 - Summary of Significant Accounting Policies: Nature of activities - Global Hope Network International, Inc. (the Organization) is a California not-for-profit corporation formed to provide humanitarian aid (including food, clothing, medication, medical supplies, education assistance, social services, and other aid) to destitute persons and others in crisis in foreign countries. The Organization is headquartered in Orlando, Florida. Basis of presentation - The Organization’s financial statements have been prepared on the accrual basis of accounting and in accordance with the provisions of Financial Accounting Standards Board Accounting Standards Codification (FASB ASC) 958-605, Accounting for Contributions Received and Contributions Made, and FASB ASC 958205, Financial Statements of Not-for-Profit Organizations. FASB ASC 958-605 requires that unconditional promises to give (pledges) be recorded as contributions at fair value at the date the promises are received or made. FASB ASC 958-605 also requires the Organization to distinguish between promises received for each net asset category in accordance with donor restrictions, if any. Under FASB ASC 958-205, net assets and revenue, expenses, gains and losses are classified as temporarily restricted, permanently restricted, or unrestricted based on the existence or absence, respectively, of donor-imposed restrictions. Accordingly, the net assets of the Organization and changes therein are classified as follows: Unrestricted net assets - Net assets available for the support of the Organization’s operations. The unrestricted net assets may be used at the discretion of the Organization’s management and Board of Directors. Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that may or will be met either by actions of the Organization or the passage of time. Permanently restricted net assets - Net assets subject to donor-imposed stipulations to be maintained permanently by the Organization. Generally, the donors of these assets permit the Organization to use all or part of the earnings on related investments for the general or specific purposes. The Organization does not have any donor-imposed permanently restricted net assets. Basis of presentation - Revenue is recognized as an increase in unrestricted net assets unless use of the related assets is limited by donor-imposed or contractual restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and losses on investments and other assets or liabilities are reported as increases or decreases in unrestricted net assets unless their use is restricted by explicit donor stipulation or by contract. Expirations of the temporary donor imposed or contractual restrictions on net assets are reported as reclassifications to unrestricted net assets in the period in which the restriction expires. A restriction expires when the stipulated time period has elapsed and/or the stipulated purpose has been fulfilled. 5



GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS (CONTINUED) Years Ended December 31, 2015 and 2014



Note 1 - Summary of Significant Accounting Policies (Continued): Contributions - Contributions, including unconditional promises (pledges) to give, are recorded when made, which may be when cash is received, unconditionally promised, or ownership of donated assets is transferred. Contributions are recorded as unrestricted, temporarily restricted, or permanently restricted support, depending on the existence and/or nature of any donor restrictions. When a restriction expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished), temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as reclassifications. Support that is restricted by the donor is reported as an increase in unrestricted net assets if the restriction expires in the reporting period in which the support is recognized. The Organization does not have any permanently restricted net assets. The Organization reports non-cash contributions as unrestricted net assets unless explicit donor stipulations specify how the donated assets must be used. Contributions of long-lived assets with explicit restrictions that specify how the assets are to be used and contributions of cash or other assets that must be used to acquire long-lived assets are reported as restricted contributions. Absent explicit donor stipulations about how long those long-lived assets must be maintained, the Organization reports expirations of donor restrictions when the donated or acquired long-lived assets are placed in service. Use of estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the amounts reported of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. Donated materials - Donated materials are recognized as contributions in accordance with FASB ASC 958-605, Accounting for Contributions Received and Contributions Made. Non-cash donations are recorded at their estimated fair market value, as determined by the Corporation, at the date of the donation. Donated services - Donated services are recognized as contributions in accordance with FASB ASC 958-605, Accounting for Contributions Received and Contributions Made, if the services: (a) create or enhance nonfinancial assets or (b) require specialized skills, are performed by people with those skills, and would otherwise have been purchased. Many individuals volunteer significant time to the Organization. No amounts are reflected in the accompanying financial statements for volunteers, as no objective measure is available to measure the value of such contributed services. Functional allocation of expenses - The costs of providing the various programs and other activities of the Organization have been allocated on a functional basis among the program services and supporting activities benefited based on systematic methods and estimates made by management.
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GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS (CONTINUED) Years Ended December 31, 2015 and 2014



Note 1 - Summary of Significant Accounting Policies (Continued): Fair value of financial instruments - FASB ASC 825-10, Accounting for Financial Instruments, provides guidance on financial instruments with off-balance sheet credit risk. The fair value of the Organization’s cash and cash equivalents, contributions receivable, prepaid expenses and other current assets, and liabilities approximates their carrying values due to the short-term maturities of these instruments. Cash and cash equivalents - Cash and cash equivalents include demand deposits, money market accounts, and other highly liquid investments with an original maturity of three months or less when purchased. Contributions receivable - Receivable balances are evaluated for collectability and allowances for amounts deemed uncollectible are determined based on historical trends and aging of these balances. For the years ended December 31, 2015 and 2014, in the opinion of management, all accounts were considered fully collectible and, accordingly, no allowance was necessary. Investments - Investments in securities are reported at fair value. Investment income includes dividends and interest and is recognized as revenue in the period in which it is earned. The amounts are reported as an increase in unrestricted net assets unless otherwise restricted by the donor. Realized and unrealized gains and losses on investments are classified and recorded as increases or decreases in unrestricted net assets, unless otherwise restricted by the donor. Investments are exposed to various risks such as interest rate, market, and credit risks. Due to the level of risk associated with certain investments, it is at least reasonably possible that changes in values of investments will occur in the near term. Property and equipment - Property and equipment is stated at cost if purchased or, if acquired by contribution, at the estimated fair market value on the date of contribution, less accumulated depreciation. The Organization provides for depreciation on operating property and equipment over the estimated useful lives of the related assets using the straight-line method. The Organization follows the practice of capitalizing all expenditures for property and equipment in excess of $1,000 with an estimated useful life of more than one year. Repairs and maintenance costs are expensed when incurred. Useful lives are summarized in the following table: Computer and Office Equipment Furniture and Fixtures



3 - 5 years 7 years
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GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS (CONTINUED) Years Ended December 31, 2015 and 2014



Note 1 - Summary of Significant Accounting Policies (Continued): Impairment of long-lived assets - The carrying value of property and equipment are reviewed for impairment whenever events or changes in circumstances indicate such value 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 expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is measured by the amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of are reported at the lower of the carrying amount or fair value less cost to sell. The Organization believes no impairment of its long-lived assets existed at December 31, 2015 and 2014. Income taxes - The Organization is exempt from federal and state income taxes under Internal Revenue Section 501(c)(3). Income from activities not directly related to the Organization’s tax-exempt purpose is subject to taxation as unrelated business income at statutory corporate tax rates. For the years ended December 31, 2015 and 2014, the Organization did not have any unrelated business income. The Organization adopted the application of uncertain tax position provisions of FASB ASC 740, Income Taxes. It prescribes an evaluation process for the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. It also provides guidance on de-recognition, classification, interest and penalties, disclosure and transition. The provisions have no impact on the Organization’s financial statements. As of December 31, 2015 and 2014, the Organization has accrued no interest and penalties related to uncertain tax positions. It is the Organization’s policy to recognize interest and penalties related to income tax matters in other expense. In addition, the Organization is no longer subject to examinations by tax authorities for U.S. federal income tax returns before fiscal year 2012. Advertising - Advertising is expensed as incurred and amounted to $6,863 and $5,300 for the years ended December 31, 2015 and 2014, respectively. Subsequent events - The Organization has evaluated subsequent events through the date of the independent auditor’s report, the date which the accompanying financial statements were available to be issued. See Note 5 for further information on subsequent leasing arrangements. Note 2 - Advances: Advances are used as a way to send money to an individual who is otherwise unreachable. These amounts are detailed and reconciled when the money is expended. Money is often sent ahead of a project in order to facilitate the project expenses. Advances totaled $15,143 and $30,972 for the years ended December 31, 2015 and 2014, respectively, and are included in prepaid expenses and other current assets in the accompanying statements of financial position.
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GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS (CONTINUED) Years Ended December 31, 2015 and 2014



Note 3 - Property and Equipment: The following is a summary of property and equipment as of December 31, 2015 and 2014:



Computer and Office Equipment Furniture and Fixtures



$



Total Less: accumulated depreciation Property and Equipment, net



$



2015 42,660 2,149



$



2014 32,495 2,149



44,809



34,644



(35,121)



(34,347)



9,688



$



297



Depreciation totaled $769 and $1,850 for the years ended December 31, 2015 and 2014, respectively. Note 4 - Net Assets: Unrestricted net assets - Unrestricted net assets consist of net assets that are not restricted as to use. Temporarily restricted net assets - At December 31, 2013, temporarily restricted net assets of $48,000 were available for Indonesia water projects. These funds were spent during the year ended December 31, 2014. As of December 31, 2015, the Organization had no temporarily restricted net assets.
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GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS (CONTINUED) Years Ended December 31, 2015 and 2014



Note 5 - Description of Leasing Arrangements: The Organization is obligated under non-cancelable operating leases for certain office equipment and office rent. The Organization leases its office space on a month-to-month agreement with monthly rents of $1,050 as of December 31, 2015. Subsequent to year end, the Organization leased new office space with a 36 month agreement with monthly rent of $1,972 increasing 4% annually as of February 2016. Total rentals under operating leases amounted to $19,823 and $20,329 for the years ended December 31, 2015 and 2014, respectively. The Organization is committed to future minimum lease payments as follows: Years Ending December 31,



Amount



2016 2017 2018 2019



$



26,859 26,808 27,789 3,905



$



85,361



Note 6 - Concentration of Credit Risk: Financial instruments that potentially subject the Organization to concentrations of credit risk consist principally of cash and cash equivalents. The Organization maintains its cash balances in various financial institutions. The balances of these accounts are insured by the Federal Deposit Insurance Corporation (FDIC) up to certain limits. At times, such balances may be in excess of the FDIC limit. At December 31, 2015, the Organization had approximately $290,000 in uninsured cash. The risk is managed by maintaining all deposits in high quality institutions. Note 7 - Related Party Transactions: Global Hope Network International - Geneva (GHNI - Geneva) is a separate legal entity located in Geneva, Switzerland that oversees field operations in Europe and the surrounding areas. The Organization remits assessments to GHNI - Geneva for program services support. For the years ended December 31, 2015 and 2014, total assessments remitted to GHNI - Geneva approximated $61,000 and $87,000, respectively, and are included in program services in the accompanying statements of activities.
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GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS (CONTINUED) Years Ended December 31, 2015 and 2014



Note 8 - Schedule of Functional Expenses:



Program Services Salaries and Benefits Program Expenses Travel Conferences Insurance Contractual Services Miscellaneous Telecommunications Housing Events Occupancy Meals and Entertainment Professional Fees Postage and Delivery Printing and Publications Office Expense Promotion and Advertising Repairs and Maintenance Utilities Depreciation Training and Development



$



2015 General and Administrative Fundraising



Total Expenses



813,535 603,811 226,640 53,912 46,635 2,251 9,184 35,374 4,833 7,869 7,748 1,749 1,371 -



$



90,417 14,564 150 3,586 47,330 41,838 9,367 17,924 3,219 13,365 2,732 3,948 7,642 271 4,106 2,846 769 220



$



147,548 14,601 1,330 24,596 26,202 6,375 1,496 11,729 8,367 6,592 -



$ 1,051,500 603,811 255,805 54,062 50,221 47,330 45,419 43,147 35,374 31,035 25,793 17,342 16,610 15,832 12,315 7,642 6,863 4,106 2,846 769 220



$ 1,814,912



$



264,294



$



248,836



$ 2,328,042
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GLOBAL HOPE NETWORK INTERNATIONAL, INC. (A Not-For-Profit Corporation) NOTES TO FINANCIAL STATEMENTS (CONTINUED) Years Ended December 31, 2015 and 2014



Note 8 - Schedule of Functional Expenses (Continued):



Program Services Salaries and Benefits Program Expenses Travel Miscellaneous Telecommunications Insurance Housing Conferences Occupancy Contractual Services Meals and Entertainment Postage and Delivery Office Expense Printing and Publications Repairs and Maintenance Events Promotion and Advertising Professional Fees Utilities Depreciation Supplies Training and Development



$



2014 General and Administrative Fundraising



Total Expenses



684,540 347,385 244,580 78,525 8,983 42,683 38,431 32,941 15,636 9,353 7,566 1,977 -



$



79,537 18,180 25,413 10,354 4,103 190 15,868 28,898 3,977 3,418 16,513 2,087 5,825 23 3,478 2,311 1,850 936



$



207,879 13,509 4,776 40,826 9,266 10,684 5,325 3,597 5,277 1,050 1,775 -



$



$ 1,512,600



$



222,961



$



303,964



$ 2,039,525
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971,956 347,385 276,269 108,714 60,163 46,786 38,431 33,131 31,504 28,898 22,596 21,668 16,513 7,412 5,825 5,574 5,300 4,528 2,311 1,850 1,775 936
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