AUDITED FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2022



Independent Auditor’s Report

The Board of Directors
Honduras Compassion Partners, Inc.

Opinion
We have audited the accompanying financial statements of Honduras Compassion Partners, Inc.
(HCP), which comprise the statement of financial position as of December 31, 2022, and the

related statements of activities, functional expenses and cash flows for the year then ended,
and the related notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Honduras Compassion Partners, Inc. as of December 31, 2022, and the
changes in its net assets and its cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. 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 HCP 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.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the United States of America,
and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about HCP's
ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but
is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with generally accepted auditing standards 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,
including omissions, are considered material if there is a substantial likelihood that, individually
or in the aggregate, they would influence the judgment made by a reasonable user based on
the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:

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

e Identify and assess the risks of material misstatement of the 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 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 HCP's internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about HCP’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.

Report on Summarized Comparative Information

We have previously audited the 2021 financial statements of Honduras Compassion Partners,
Inc., and our report dated June 12, 2022, expressed an unmodified opinion on those audited
financial statements. In our opinion, the summarized comparative information presented herein
as of and for the year ended December 31, 2021, is consistent, in all material respects, with the
2021 audited financial statements from which it has been derived.

MaA__ Fc
Bethesda, Maryland Certified Public Accountants
September 5, 2023
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Honduras Compassion Partners, Inc.

Statement of Financial Position
December 31, 2022
With Comparative Totals As Of December 31, 2021

2021 2022
Assets

Assets
Cash $ 59,186 $ 88,556
Accounts Receivable 2,286 4,344
Investments 500 500
Property and Equipment - Net 275,287 528,208
Total Assets $ 337,259 $ 621,608

Liabilities and Net Assets

Liabilities
Accounts Payable $ 18,163 $ 20,690
Notes Payable 86,328 322,453
Total Liabilities 104,491 343,143

Net Assets
Without Donor Restrictions 232,768 268,454
With Donor Restrictions - 10,011
Total Net Assets $ 232,768 $ 278,465
Total Net Assets $ 337,259 $ 621,608

See Accompanying Notes to Financial Statements



Honduras Compassion Partners, Inc.

Statement of Activities
For The Year Ended December 31, 2022
With Comparative Totals For The Year Ended December 31, 2021

2021 2022
Without
Donor With Donor
Total Restrictions Restrictions Total
Support and Revenues
Individual Contributions $ 201,787 $ 178,494 $ 64,192 $ 242,686
Corporate Contributions 38,536 38,851 - 38,851
Grants 62,465 36,208 - 36,208
Contributions - Shared Services 95,841 94,829 - 94,829
Donated Equipment and Supplies (In-Kind) 132,400 13,758 - 13,758
Other Income 1,730 9 - 9
Net Assets Released From Restrictions - 54,181 (54,181) -
Total Support and Revenues 532,759 416,330 10,011 426,341
Expenses
Program Services (Including Shared Service Expense
of $66,401) 453,961 315,559 - 315,559
Supporting Services
General & Administrative (Including Shared Service
Expense of $19,678) 46,739 56,335 - 56,335
Fundraising (Including Shared Service
Expense of $8,750) 8,750 8,750 - 8,750
Total Supporting Services 55,489 65,085 - 65,085
Total Expenses 509,450 380,644 - 380,644
Changes in Net Assets 23,309 35,686 10,011 45,697
Net Assets, Beginning of Year 209,459 232,768 - 232,768
Net Assets, End of Year $ 232,768 $ 268,454 $ 10,011 $ 278,465

See Accompanying Notes to Financial Statements



Honduras Compassion Partners, Inc.

Statement of Functional Expenses

For The Year Ended December 31, 2022
With Comparative Totals For The Year Ended December 31, 2021

2021 2022
Management
Total Program and General Fundraising Total
Personnel $ 132,756 $ 119,290 $ 19,707 $ 8,750 $ 147,747
Professional Fees 18,202 14,013 16,211 - 30,224
Mission Support 247,235 128,178 - - 128,178
Occupancy 95,641 47,960 - - 47,960
Amortization 4,427 - 10,690 - 10,690
Office Expense 11,189 6,118 9,727 - 15,845
Total Expenses $ 509,450 $ 315,559 $ 56,335 $ 8,750 $ 380,644

See Accompanying Notes to Financial Statements



Honduras Compassion Partners, Inc.

Statement of Cash Flows
For The Year Ended December 31, 2022

With Comparative Totals For The Year Ended December 31, 2021

2021 2022
Cash Flows from Operating Activities
Change in Net Assets $ 23,309 45,697
Adjustments to Reconcile the Change in Net Assets
to Net Cash Provided by (Used in) Operating Activities
Depreciation 4,427 10,595
(Gains) and Losses on Investments (1,633) -
Note Payable Forgiveness (6,548) (11,223)
(Increase) Decrease in Assets
Accounts Receivable 237 (2,058)
Deferred Loan Costs - (5,893)
Increase (Decrease) in Liabilities
Accounts Payable 10,177 2,527
Net Cash Provided by (Used in) Operating Activities 29,969 39,645
Cash Flows from Investing Activities
Proceeds from Sales of Investments 16,900 -
Purchase of Property and Equipment (122,798) (263,516)
Net Cash Provided by (Used in) Investing Activities (105,898) (263,516)
Cash Flows from Financing Activities
Proceeds from Note Payable - 253,241
Net Cash Provided by (Used in) Financing Activities - 253,241
Increase (Decrease) in Cash (75,929) 29,370
Cash, Beginning of Year 135,115 59,186
Cash, End of Year $ 59,186 88,556

See Accompanying Notes to Financial Statements



Honduras Compassion Partners, Inc.

Notes to Financial Statements
December 31, 2022

1. ORGANIZATION AND PURPOSE

Honduras Compassion Partners, Inc. (HCP), in partnership with other non-profits, community
organizations, businesses and concerned citizens, provides medical services, clean water
systems, self-sufficiency assessments and referral services to families and individuals in need in
Honduras.

HCP organizes short-term medical mission teams to serve in rural clinics in Honduras. These
teams provide hands-on patient care as well as training classes for Honduran medical
personnel. HCP also provides relief services, educational services and assistance to the poor,
distressed and underprivileged of Honduras.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

The accompanying financial statements are presented in accordance with the accrual basis of
accounting, whereby revenue is recognized when earned and expenses are recognized when
incurred.

The financial statements of HCP have been prepared in accordance with U.S. generally accepted
accounting principles (US GAAP), which requires HCP to report information regarding its
financial position and activities according to the following net asset classifications:

Net Assets Without Donor Restrictions: Net assets that are not subject to donor-imposed
restrictions and may be expended for any purpose in performing the primary objectives of HCP.
These net assets may be used at the discretion of management and the Board of Directors.

Net Assets With Donor Restrictions: Net assets subject to stipulations imposed by donors, and
grantors. Some donor restrictions are temporary in nature; those restrictions will be met by
actions of HCP or by the passage of time. Other donor restrictions are perpetual in nature,
whereby the donor has stipulated the funds be maintained in perpetuity.

Donor restricted contributions are reported as increases in net assets with donor restrictions.
When a restriction expires, net assets are reclassified from net assets with donor restrictions to
net assets without donor restrictions in the statement of activities.

Use of Estimates

The preparation of financial statements in conformity with US GAAP requires management to
make estimates and assumptions that affect the reported amounts 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.



Honduras Compassion Partners, Inc.

Notes to Financial Statements
December 31, 2022

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Investments

Investments in equity securities with readily determinable fair values are reported at their fair
values in the statement of financial position. Investment income or loss (including gains and
losses on investments, interest, and dividends) is included in the statement of activities as an
increase or decrease in unrestricted net assets unless the income or loss is restricted by donor
or law.

Property and Equipment

HCP capitalizes expenditures over $2,500 for property and equipment. Depreciation and
amortization are computed on the straight-line method over the estimated useful lives of the
assets. Property and equipment is depreciated or amortized when placed in service. When
assets are retired or sold, the cost and related accumulated depreciation are removed from the
accounts, and any gain or loss is reflected in the statements of activities.

Contributions and Grants

Contributions, including unconditional promises to give, are recognized as revenues in the
period received or pledged. Conditional promises to give are not recognized until the conditions
on which they depend are substantially met. Contributions of assets, other than cash, are
recorded at their estimated fair value at the date of gift. Contributed services and materials are
recorded at their estimated fair value if they would otherwise be purchased if not provided by
donation and provided by professionals in their field. Management considers all outstanding
contributions receivable amounts to be fully collectible. Accordingly, an allowance for doubtful
accounts has not been established.

There were no unrecognized conditional contributions as of December 31, 2022.
Functional Expenses

The costs of program and supporting services activities have been summarized on a functional
basis in the statement of activities. The statement of functional expenses presents the natural
classification detail of expenses by function. Accordingly, occupancy and office expenses,
depreciation, information technology costs, and insurance have been allocated among the
programs and supporting services on the basis of time and effort.

Income Taxes

HCP is a tax-exempt charitable organization under Section 501(c)(3) of the Internal Revenue
Code.

HCP follows the Financial Accounting Standards Board Accounting Standards Codification (FASB
ASC), which provides guidance on accounting for uncertainty in income taxes recognized in
HCP’s financial statements. As of December 31, 2022, HCP had no unrecognized tax benefits
related to uncertain tax positions in its tax return that would qualify for either recognition or
disclosure in its financial statements.



Honduras Compassion Partners, Inc.

Notes to Financial Statements
December 31, 2022

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income Taxes (Continued)

HCP’s policy would be to recognize interest and penalties on tax positions related to its
unrecognized tax benefits in income tax expense in the financial statements. For the year ended
December 31, 2022, there were no matters that would have resulted in an accrual for interest
and/or penalties.

HCP’s information returns that have been filed as of December 31, 2022, for the years ended
December 31, 2021, 2020 and 2019 are subject to examination by federal, state, or local taxing
authorities, generally for three years after they were filed.

New Accounting Pronouncements

In 2016, FASB issued ASU 2016-02, Leases (Topic 842). Under the new guidance, lessees are
required to recognize lease assets and lease liabilities on the statement of financial position for
all leases with terms longer than twelve months. The new standard applies to finance and
operating leases entered into after the standard was issued. HCP does not have any leases
requiring recognition on the statement of financial position.

In September 2020, the FASB issued ASU 2020-07, Presentation and Disclosures by Not-for-
Profit Entities for Contributed Nonfinancial Assets. The standard requires nonprofit entities to
present contributed nonfinancial assets as a separate line item in the statement of activities,
apart from contributions of cash or other financial assets. The standard also increases the
disclosure requirements around contributed nonfinancial assets, including disaggregating by
category the types of contributed nonfinancial assets a nonprofit entity has received. This
standard was adopted in the current fiscal year and did not have a significant impact on the
financial statements, with the exception of increased disclosure.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments — Credit Losses (Topic 326).
This guidance requires Organizations to measure all expected credit losses for financial
instruments held at the reporting date based on historical experience, current conditions, and
reasonable and supportable forecasts. The guidance is effective beginning in 2023.

Comparative Information

The financial statements include certain prior year summarized comparative information in total
but not by net asset class. Such information does not include sufficient detail to constitute a
presentation in conformity with generally accepted accounting principles. Accordingly, such
information should be read in conjunction with HCP’s financial statements for the year ended
December 31, 2021, from which the summarized information was derived.
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Honduras Compassion Partners, Inc.

Notes to Financial Statements
December 31, 2022

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Subsequent Events

Management has evaluated subsequent events through September 5, 2023 the date which
the financial statements were available to be issued. The accompanying financial
statements recognize the effects of subsequent events that provided evidence about conditions
that existed at the statement of financial position date, including the estimates inherent in
the process of preparing financial statements. The accompanying financial statements do
not recognize the effect of subsequent events with conditions that did not exist at the
statement of financial position date, but disclosures of such events, if any, are included in the
accompanying notes.

3. PROPERTY AND EQUIPMENT

Pranarhs and aniiinmeaent at Daramhar 21 2N27 rnncictad Af the fallnwinAa:

Land S 145,849
Construction In Progress 334,304
Vehicles 52,010
Website 13,280
Accumulated Depreciation and Amortization (17,235)

S 528,208

Amortization expense was $10,690 in 2022.

The land is reported at cost and not depreciated. Originally, HCP purchased the 17.5 acres of
land for $131,573 and in 2020, HCP purchased another 1.72 acres for $14,276. An adjacent
property sold with a per acre valuation of approximately $13,781. Using this sale as a
comparable, HCP believes the value of its land to be approximately $240,000. The appreciated
value and the calculated gain based on the recent sale are not recorded because GAAP requires
that property be recorded at cost.

4. NETASSETS

Net assets with donor restrictions were as follows for the year ended December 31, 2022:

Beginning of
Year Contributions Releases End of Year
Welding Class S - S 2,500 S (303) S 2,197
Vehicles - 55,000 (52,000) 3,000
Catalog Items - 6,692 (1,878) 4,814
Total S - S 64,192 S (54,181) S 10,011

Net assets without donor restrictions were undesignated.
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Honduras Compassion Partners, Inc.

Notes to Financial Statements
December 31, 2022

5. RELATED PARTY TRANSACTIONS

HCP is affiliated with Chesapeake Church (the Church) through common management and
shared administrative functions. As of December 31, 2022 there were no related party
receivables or payables.

The Church provided administrative support free of charge to HCP. During 2022, HCP
recognized revenue and related expense of $94,829 for contributed services received from the
Church based on an allocation of staff time dedicated to HCP operations. These shared service
expenses have been recorded as program, general and administrative and fundraising expenses
in the statements of activities and functional expenses.

During 2019, the Church loaned $125,000 to HCP to purchase a property in Honduras. The
loan calls for principal and interest payments in the amount of $935 until June 2031 when the
loan terminates.

The loan payments have been forgiven from June 2020 through February 2023. Loan
payments resumed in March 2023.

As of December 31, 2022, the amount owed to the Church was $75,105.

As of December 31, 2022, the future maturities are as follows:

2023 S 10,066
2024 10,703
2025 10,754
2026 10,805
2027 10,855
Thereafter 21,922
S 75,105

6. INVESTMENTS

HCP has categorized its investments based on a three-level fair value hierarchy as follows:
Level 1 - Values are based on quoted prices for identical assets in active markets.

Level 2 - Values are based on quoted prices for similar assets in active or inactive markets.

Level 3 - Values are based on unobservable inputs to measure fair value to the extent that
observable inputs are not available, thereby allowing for situations in which there is little, if any,
market activity for the asset or liability at the measurement date. The fair value measurement
objective is to determine an exit price from the perspective of a market participant that holds
the asset or owes the liability. Therefore, unobservable inputs reflect HCP’s judgment about the
assumptions that market participants would use in pricing the asset or liability (including
assumptions about risk). Unobservable inputs are developed based on the best information
available in the circumstances, which might include HCP’s own data.
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Honduras Compassion Partners, Inc.

Notes to Financial Statements
December 31, 2022

6. INVESTMENTS (CONTINUED)

Fair values of HCP’s investments, which are HCP’s only assets or liabilities measured at fair
value on a recurring basis, at December 31, 2022, are as follows:

Level 1
Equity Securities S 500

7. NOTE PAYABLE

During 2022, HCP entered into a $500,000 promissory note to renovate the Mission House and
land in Honduras. The note bears interest at 4.75% per annum with all principal and interest
due in full on August 1, 2043. Commencing August 10, 2022, monthly interest payment were
due. Commencing September 1, 2023, monthly principal and interest will be paid.

As of December 31, 2022, future maturities of the note payable are as follows:

2023 S 4,149
2024 12,663
2025 12,669
2026 12,676
2027 12,681
Thereafter 198,403
Less Unamortized Debt Issuance Costs (5,893)
S 247,348

8. DONATED EQUIPMENT AND SUPPLIES

During the year ended December 31, 2022, HCP received the following equipment and supplies
that were then donated as mission support in Honduras:

Travel Costs S 7,267
Mission House Supplies 6,491
S 13,758
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Honduras Compassion Partners, Inc.

Notes to Financial Statements
December 31, 2022

9.  AVAILABILITY AND LIQUIDITY

The following represents HCP’s financial assets at December 31, 2022:

Financial Assets at Year End:

Cash $ 88,556

Accounts Receivable 4,344

Investments 500
Total Financial Assets 93,400

Less Amounts Not Available To Be Used Within One Year:

Net Assets With Donor Restrictions (10,011)

Net Assets With Donor Restrictions To Be Used Over the Next Twelve

Months 10,011

Financial Assets Available to Meet General Expenditures
Over the Next Twelve Months $ 93,400

As part of HCP’s liquidity management plan, cash in excess of daily requirements is transferred
to income generating accounts, when practical.
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