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GELMAN, ROSENBERG & FREEDMAN
CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

To the Board of Directors

World Hope International, Inc.
World Hope Microcapital Fund, LLC
Alexandria, Virginia

We have audited the accompanying consolidated statements of financial position of World Hope
International, Inc. and World Hope Microcapital Fund, LLC {collectively, World Hope), as of
December 31, 2007 and 2006, and the related consolidated statements of activities and changes in net
assets, functional expenses and cash flows for the years then ended. These consolidated financial
statements are the responsibility of World Hope's management. Our responsibility is to express an opinion
on these consolidated 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 audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation, We believe that our
audits provide a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of World Hope, as of December 31, 2007, and their consolidated
changes in net assets and their consolidated cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

June 27, 2008

4550 MONTGOMERY AVENUE ' SUITE 650 NOrTH - BETHESDA, MARYLAND 20814
(301) 951-9090 - Fax (301} 951-3570 + wwWw.GRFCPA.COM

MEMBER OF CPAMERICA INTERNATIONAL, AN AFFILIATE OF HORWATH INTERNATIONAL
MEMBER OF THE AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS' PRIVATE COMPANIES PRACTICE SECTION



WORLD HOPE INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2007 AND 2006

ASSETS
2007 2006
CURRENT ASSETS
Cash and cash equivaients $§ 2348570 $ 3,386,736
Cash and cash equivalents - field 215,487 311,875
Cash and cash equivalents - restricted (Note 10) 541,987 119,194
Accounts receivable, net of allowance for doubtful accounts 1,339,580 984,251
Prepaid expenses 207,894 83,584
Loans receivable - Microcap Fund (Note 9) 15,745 -
Other current assets 2,218 -
Total current assets 4.671,481 4,885,640
FIXED ASSETS
Land 21,232 12,949
Buildings 249,636 70,061
Furniture 127,942 78,682
Compuier equipment 296,473 296,473
Other 19,436 -
714,719 458,165
L.ess: Accumulated depreciation and amortization (200,515) {117.064)
Net fixed assets 514,204 341,101
NON-CURRENT ASSETS
Annuity receivable (Note 11) 38,513 38,513
Investment (Note 2) 297,828 235,102
Deposits 25,927 35,835
Loans receivable - Microcap Fund - long-term (Note 9) 129,370 -
Total non-current assets 491,638 309,450
TOTAL ASSETS $ 5677323 % 5536191

See accompanying notes to consolidated financial statements. 3



LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Other payables
Accrued expenses

Deferred rent abatement
Other current liabilities

Total current liabilities
NON-CURRENT LIABILITIES

Deferred rent abatement - long-term
Other long-term liabilities

Total non-current liabilities
Total liabilities
NET ASSETS
Unrestricted
Temporarily restricted (Note 5)

Permanently restricted {Note 12)

Total net assets

TOTAL LIABILITIES AND NET ASSETS

EXHIBIT A

2007 20086
$ 175461 § 151,384
3,763 3,632
132,194 197,838

20,924 -
248,825 228,579
581,167 581,333

96,030 -
23,606 3.155
119.636 3,155
700,803 584,488
2,038,377 2,263,053
2,828,143 2,578,650
110.000 110,00C
4,976,520 4,951,703
$_ 5677323 $_ 5,536,191

See accompanying notes to consolidated financial statements.



EXHIBIT B
WORLD HOPE INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

2007
Temporarily Permanently
Unrestricted Restricted Restricted Total
REVENUE
Contributions $ 3,226,894 $ 4,805359 § - $ 8,032,253
Federal grants and contracts
{Note 13) - 2,000,888 - 2,000,888
Granis-international sources 6,838 188,563 - 195,401
Donated goods and services-disaster
relief 238,925 77,642 - 316,567
Donated goods and services-other
programs 203,878 88,965 - 292,843
investment income 183,302 23,219 - 206,521
Program income 579,069 5,505 - 584,574
Other income 165,603 6,132 - 171,735
Net assets released from resfrictions
{Note 6) 6,946,780 {6,946,780) - -
Total revenue 11.551,289 249,493 - 11,800,782
EXPENSES
Program services:
Community/Rural Development 1,122,866 - - 1,122,866
Community Health/HIVIAIDS
Programs 2,894,140 - - 2,894,140
Education Initiatives/School
Development 1,491,656 - - 1,481,656
Hope Corps (Teams and
Volunieers) 961,790 - - 961,790
Hope for Children {Child
Sponsorships) 1,289,848 - - 1,289,848
Microfinance Development 730,289 - - 730,289
Disaster Relief 523,965 - - 523,965
Anti-HumanTrafficking 682,466 - - 682,466
Hope Network 12,000 - - 12,000
Public Awareness and Education 395,888 - - 395,888
Other Programs 213,839 - - 213,832
Total program services 10,318,747 - - 10,318,747
Supporting services:
Fundraising 510,853 - - 510,853
General and Administrative 946,365 - - 946,365
Total supporting services 1,457,218 - - 1.457.218
Total expenses 11,775,965 - - 11,775,965
Consolidated changes in net assels (224,676) 249,493 - 24 817
Net assets at beginning of year 2,263,053 2,578,650 110,000 4,951,703
NET ASSETS AT END OF YEAR $ 2038377 $__2.828143 $ 110,000 $_ 4,976,520

See accompanying notes to consolidated financial statements. 5



2006
Temporarily Permanently

Unrestricted Restricted Restricted Total
4,705,503 4,894 837 - 9,600,340
5,000 589,686 - 594,686
- 242,016 - 242,016
1,004,975 - - 1,004,975
214,060 - - 214,060
57,354 5,114 - 62,468
370,534 - - 370,534
50,801 12,351 - 63,152

5,204,508 {5,204 ,508) - -

11,612,735 539,406 - 12,152,231
445,078 . - 445,078
1,164,087 - - 1,164,087
1,380,489 - - 1,380,489
778,750 . - 778,750
1,037,641 . . 1,037,641
716,581 - - 716,581
1,558,262 y - 1,658,262
478,717 - - 478,717
12,000 - - 12,000
373,909 - - 373,909
5.877 - - 5877
7.951,391 . - 7.951.391
337,047 . - 337,947
1,087,683 - - 1,087.683
1,425,830 - - 1,425.630
9,377,021 - - 9.377.021
2,235,714 539,496 - 2,775,210
27,339 2,039,154 110,000 2,176,493

$__2,263.053 $_ 2,678,650 $ 110.000 $_ 4,951,703

See accompanying notes to consolidated financial statements.
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EXHIBITE
WORLD HOPE INTERNATIONAL, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 2006
CASH FLOWS FROM OPERATING ACTIVITIES
Consolidated changes in net assets $ 24817 § 2775210
Adjustments to reconcile changes in net assets lo
net cash provided (used) by operating activities:
Depreciation and amortization 107,261 44.219
Donated securities (126,023) (44,224)
Loss on disposal of fixed assets 41,424 -
Unrealized (gain) on investments - (43,678)
Realized loss on investments 674 -
(Increase) decrease in:
Accounts receivable (355,329) (149,435)
Prepaid expenses (124,310) 6,794
Loans receivable - Microcap Fund (145,115) -
Other current assets {2,218) -
Annuity receivable - 26,555
investment (62,726) (43,678)
Deposits 9,908 (6,698)
Increase (decrease) in:
Accounts payable 24,077 65,870
Other payables 231 (245)
Accrued expenses (65,644) 140,346
Other current liabilities 20,248 40,720
Deferred rent abatement 116,854 -
Other long-term liahilities 20,451 3,155
Net cash provided {used) by operating activities (515,322} 2,814,911
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment (322,437} {177,880}
Proceeds from sale of investments 125,349 65,343
Proceeds from sale of fixed assets 649 -
Net cash used by investing activities (196,439) (112,5637)
Net increase (decrease) in cash and cash equivalents (711,761) 2,702,374
Cash and cash equivalents al beginning of year 3,817,805 1,115,431
CASH AND CASH EQUIVALENTS AT END OF YEAR $.-3.106,044 § 3817805

See accompanying notes to consolidated financial statements. 1



WORLD HOPE INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
Organization -

World Hope International, inc. (WHI) is a not-for-profit organization incorporated under the
Indiana Non-Profit Corporation Act. The purpose of the Organization is to mobilize individuals
and organizations to exercise their specific gifts and abilities (personally and fiscally) by working
in active partnership with persons around the world for the purpose of relief, economic and
social development. The financial statements include the accounts of World Hope International,
Inc., but do not include the various foreign locations which the Organization may support but
over which it has no legal or direct control.

During 2006, WHI created the World Hope MicroCapital Fund, LLC, {(MicroCap} which is a
single member limited liability company, incorporated in the State of Delaware. The purposes of
the company include engaging in microfinance activities consistent with the charitable purposes
of the member, engaging in such other lawful charitable act or activity as shall be determined by
the member in its sole and absolute discretion, and entering into any lawful transaction and
engage in any lawful activities in furtherance of the foregoing purposes and as may be
necessary, incidental or convenient to carry out the business of the Company as contemplated
by the agreement.

The accompanying consolidated financial statements reflect the activity of WHI and MicroCap
{collectively, World Hope) as of December 31, 2007. The financial statements of the two
organizations have been consolidated because they are under common control. All
intercompany transactions have been eliminated during consolidation.

Basis of presentation -
The accompanying consolidated financial statements are presented on the accrual basis of
accounting, and in accordance with Statement of Financial Accounting Standards No. 117,
"Financial Statements of Not-for-Profit Organizations”.

Cash and cash equivalents -
Cash and cash equivalents include amounts in checking accounts and money market funds.
At times during the year, World Hope International, inc. and MicroCap maintain cash balances
at financial institutions in excess of the Federal Deposit Insurance Corporation (FDIC) insurance
limits. Management believes the risk in these situations to be minimal.
WHI! maintains field offices overseas. WHI had $215,487 of cash and cash equivalents held in
financial institutions and on hand in foreign countries at December 31, 2007 The funds held in
foreign countries are uninsured.

investments -
investments are recorded at market value. Realized and unrealized gains and losses are

included in investment income in the Consolidated Statements of Activities and Changes in Net
Assets.
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WORLD HOPE INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
{Continued)

Property, equipment, buildings -

Property and equipment in excess of $5,000 are capitalized and stated at cost or the estimated
fair market value if donated. Depreciation is recorded on the straight-line method over the
asset's useful life, generally three to five years. Leasehold improvements are slated at cost and
amortized over the estimated useful life. The building and building costs are recorded at cost
and depreciated over 27.5 years. The cost of maintenance and repairs is recorded as expenses
are incurred. Program equipment, however, is treated as program materials and expensed in
the year of purchase.

Income taxes -

WHI is exempt from federal income taxes under Section 501(c)(3} of the Internal Revenue
Code. Accordingly, no provision for income taxes has been made in the accompanying
consolidated financial statements. WHI is not a private foundation.

For the purpose of corporate tax reporting for MicreCap, all financial transactions are reported
under World Hope's filing status.

Net asset classification -
The net assets of World Hope are reparted in three self-balancing groups as follows:

+ Unrestricted net assets include unrestricted revenue and contributions received without
donor-imposed restrictions. These net assets are available for the operation of World Hope
and include both internally designated and undesignated resources.

¢ Temporarily restricted net assets include revenue and contributions subject to donor-
imposed stipulations that will be met by the actions of World Hope and/or the passage of
time. When a restriction expires, temporarily resfricled net asseits are reclassified to
unrestricted net assets and reported in the Consolidated Statements of Activities and
Changes in Net Assets as net assets released from restrictions.

« Permanently restricted net assets represent funds restricted by the donar to be maintained
in-perpetuity by World Hope .

Contributions and grants

Contributions and grants are recorded as revenue in the year notification is received from the
donor. Donor restricted contributions are recognized as unrestricted support only to the exient of
actual expenses incurred in compliance with the donor-imposed restrictions. Confributions and
grants received in excess of expenses incurred are shown as temporarily restricted netf assets in
the accompanying financial statements.

13



WORLD HOPE INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND GENERAL INFORMATION
(Continued)

In-kind contributions

In-kind contributions consist of donated assets and professional services. The value of the in-
kind contributions is recorded at fair market value as of the date of receipt or the date the
services were provided. Donated assets consist of medical supplies, equipment, aid and other
items given to certain country programs or to disaster relief. All assets and services that were
donated during the year were given direcily to the designated country or disaster relief and are
reflected as a part of Community Health, Hope Corps, Hope for Children or Disaster Relief.

Use of estimates -

The preparation of the consolidated financial statements in conformity with accounting principtes
generally accepted in the United States of America requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the reporting
period, Accordingly, actual results could differ from those estimates.

Functional allocation of expenses -
The costs of providing the various programs and other activities have been summarized on a
functional basis in the Consolidated Statements of Activities and Changes in Net Assets.
Accordingly, certain costs have been allocated among the programs and supporting services
benefited.

Reclassification -

Certain amounts in the prior year's financial statements have been reclassified to conform to the
curreni year's presentation.

INVESTMENT

At December 31, 2007 and 20086, the investments consisted of the following, which are reflected at
their net value:

2007 2006
9% Share of Credit Limited (A Microfinance
Institute of Cambodia) $ 297,828 § 235,102

LEASE COMMITMENT

On September 16, 2008, WHI signed a letter of agreement for the occupancy of Suite 100
beginning January 1, 2007 and ending on the day WHI vacates the space to move into Suite 200 in
the building. A lease was signed beginning on January 1, 2007 and expiring March 31, 2013. WHI
began occupying Suite 200 on May 15, 2007 and the lease payments commenced on July 1, 2007.
In accordance with GAAP, the rent expense is recognized on a straight-line basis with the
difference between the expense and the cash paid being charged to a deferred rent abatement
account.

14



WORLD HOPE INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

3. LEASE COMMITMENT (Continued)
At December 31, 2007, future minimum payments required under the leases are as follows:

Year Ended December 31,

2008 $ 287,871
2009 294,780
2010 301,855
2011 309,099
2012 316,517

$__1.591,106

Rent expense for WHI headquarters was $222 606 and $229,862 during the years ended
December 31, 2007 and 20086, respectively. In addition, WHI has various offices overseas.

4, PENSION PLAN
WHI sponsors a defined confribution annuity retirement plan for all employees. Substantially all
employees are eligible o participate. For all eligible employees, WHI contributes twelve percent of

their annual compensation. At December 31, 2007 and 20086, total retirement expense was
$148,895 and $135,317, respectively.

5. TEMPORARILY RESTRICTED NET ASSETS

At December 31, 2007 and 2006, temporarily restricted net assets consist of funds designated for

the following:

2007 2006
Community/Rural Development 3 516,043 % 361,962
Community Health/HIV/AIDS Programs 535,361 94,321
Education Initiatives/School Development 130,499 226,068
Hope Corp Program/Teams and Volunteers 216,815 113,524
Hope for Children 108,655 126,225
Microfinance Development 250,621 475,025
Disaster Relief 265,203 456,447
Anti-HumanTrafficking 86,047 16,845
Special Projects 183,500 661,316
Field Offices (In-Country Support) 5,796 46,917
WHI Microcapital Fund, LLC 529,603 -

$_ 2828143 $_ 2,578,650
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WORLD HOPE INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

6. NET ASSETS RELEASED FROM RESTRICTIONS

During the years ended December 31, 2007 and 2008, net assets were released from restrictions
as a result of spending funds in accordance with donor restrictions or the passage of time.

Following is a summary of net assets released:

2007 2008
Community/Rural Development 5 864428 $ 471,532
Community Health/HIV/AIDS Programs 2,503,513 878,611
Education Initiatives/School Development 970,129 1,184,303
Hope Corp Program/Teams and Volunteers 765,476 629,079
Hope for Children 854,236 677,806
Microfinance Development 115,878 238,782
Disaster Relief 258,278 537,677
Anti-HumanTrafficking 529,869 467 576
Special Projects 62,856 27,769
Field Offices (In-Country Support) 22,117 91,373

$_6,946,780 $_ 5,204,508

7. LINE OF CREDIT
WHI increased the line of credit with Chevy Chase Bank from $50,000 in 2006 to $100,000 in 2007,
with the interest rate of the LIBOR Market Index rate plus 2%. The line of credit is collateralized by
any property belonging to WHI. As of December 31, 2007 and 20086, there were no borrowings on
the line of credit.

8. ALLOCATION OF JOINT COSTS

During 2007 and 2006, WHI conducted activities that included appeals for contributions and
incurred joint costs of $265,189 and $249,787, respectively. These activities included direct mail.

Joint costs were allocated as follows:

2007 2006
Public Awareness and Education Program $ 220,710 % 196,635
Fundraising 44 479 53,152

$ 265189 $ 249 787
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WORLD HOPE INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

WORLD HOPE MICROCAPITAL FUND, LLC.

The World Hope Microcapital Fund, LLC (MicroCap) was started in late 2006 and represents an
exciting and important innovation in the way WHI funds microfinance programs around the world,
The purpose of this single member LLC is to ensure the success of Microfinance institutions (MFls)
by serving as a long term funding source. MicroCap offers various lean products to MFls who have
proven fiscal responsibility and who are in need of increased loan capital. Additionalty, MicroCap
seeks to gradually wean microfinance programs off of grant funding to fully commercial loans. As of
December 31, 2007, MicroCap had total assets of $529,603, which included loans receivable of
$145,115. The loan to CREDIT Cambodia is 10.75% per annum. The short-term amount and
long-term receivables are $15,745 and $129,370, respectively. The balance on the note is due
August, 2012, The LLC was inactive for the year ending December 31, 2006,

RESTRICTED CASH

During 2007 and 2006, WHI held restricted cash amounts of $541,987 and $119,194, respectively.
The amounts are made up of cash held for the restrictions of the Wesleyan Investment Foundation
Endowment, the Charitable Gift Annuity Program and the World Hope Microcapital Fund.

GIFT ANNUITY RECEIVABLE

During 2003, WHI recorded two charitable gift annuities. During 2006, WHI received one gift
payout of $38,905 toward community health programs. The value of the remaining charitable gift
annuity at 2007 and 2006 was $38,513 and $38,513, respectively.

PERMANENTLY RESTRICTED NET ASSETS

At December 31, 2007 and 2006, WHI held $110,000 in permanently restricted net assets for the
Wesleyan Investment Foundation Endowment. The amount represents funds to be maintained in-
perpetuily by WHI.

COMMITMENTS AND CONTINGENCIES

USAID and Department of State (DOS) grants are subject to audit under the provisions of OMB
Circular A-133. The ultimate government determination of amounts received under USAID and
DOS grants is based upon allowable costs reported to and accepied by USAID and DOS as a resuilt
of the audits. Audits in accordance with the provisions of OMB Circular A-133 have been completed
for all required fiscal years through 2007. Untit such audits have been accepted by USAID and
DOS, there exists a contingency to refund any amount received in excess of allowable costs.
Management is of the opinion that no material liability will result from such audits.
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