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GERTIFIED PUBLIDC ACCOUNTANTS

Independent Auditor’s Report

The Board of Directors
Convoy of Hope, Incorporated:

We have audited the accompanying statements of financial position of Convoy of Hope,
Incorporated (a nonprofit organization) as of December 31, 2009 and 2008, and the
related statements of activities and changes in net assets, functional expenses, and cash
flows for the years then ended. These financial statements are the responsibility of the
Organization’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards.
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 financial position of Convoy of Hope, Incorporated as of December 31, 2009

and 2008 and the changes in its net assets and its cash flows for the years then ended in
conformity with U.S. generally accepted accounting principles. '

Biite s

Springfield, Missouri
April 29, 2010

CREGORY W. BusH, GPA DARIN C. RaMLDW, EPA JEFFERY 5. SHORE, CPA




Assets:
Cash and cash equivalents

CONVOY OF HOPE, INCORPORATED
Statements of Financial Position
December 31, 2009 and 2008

Assefs

Contributions receivable from the United States Agency
for International Development (USATD)

Amounts due from other organizations
Accounts and other receivables
Investments

Inventory

Other assets

Prepaid expenses

Property and equipment, net

Total assats

Liabilities and Net Assets

Liabilities:
Accounts payable and accrued expense
Notes payable
Total liabilities

Net assets:
Unrestricted (as restated)
Temporarily restricted (as restated)

Total net assets

Total Habilities and net assets

S

See accompanying notes to financial statements
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2009 2008
$ 3,087,346 $ 2,968,175
76,221 50,000
84,162 114,711
131,656 108,957
- 2,000,006
5,503,286 4,987,956
14,000 14,000
382 45,913
8,105,660 8,370,538
3 17,040,552 % 18,660,256
$ 326,044 $ 331,383
3,903,654 4,108,929
4,229,698 4,440,312
6,947,119 6,909,162
5,863,735 7,310,782
12,810,854 14,219,944
$ 17,040,552  § 18,660,256




CONVOY OF HOPE, INCORPORATED
Statements of Activities
Years Ended December 31, 2009 and 2008 (summarized)

Temporarily Totals
Unrestricted Restricted 2009 2008
Support, revenue, and adjustments:
Contributions $ 3,974,972 % 1,604,060 $ 55790352 $ 7,079,400
Public cash and food commaodity grants (USAID) - 519,146 519,146 459,589
Gifts-in-kind 24,914,348 14,805,740 39,720,088 36,682,427
Investment income 104,618 - 104,618 232,213
Lease income 590,546 - 590,546 588,814
Third-party shipping income 186,349 - 186,349 167,994
Other income 8,869 - 8,899 32,675
Net assets released due to satisfaction of program restrictions 18,375,993 (18,375,993) - -
Total support, revenue, and adjustments 48,155,725 (1,447,047} 46,708,678 45,243,121
Operating expenses:
Program services:
International 14,794,923 - 14,794,923 18,267,037
US Qutreach 2,186,276 - 2,186,276 1,869,794
US Disaster Response 1,272,568 - 1,272,268 8,210,943
Logistical support and supply lines 25,894,067 - 25,894,067 15,988,808
Total program services 44,147,634 - 44,147,634 44,336,582
Support services:
Fundraising 1,967,642 - 1,967,642 1,738,017
Administration 2,002,492 - 2,002,492 1,586,967
Total support services 3,870,134 - 3,970,124 3,324,984
Total operating expenses 48,117,768 - 48,117,768 47,661,566
Change in net assets 37,957 (1,447,047} {1,409,090} (2.418,445)
Net assets, beginning of year (as restated) 6,905,162 7,310,782 14,219,944 16,638,389
Net assets, end of year (as restated) $ 6,947,119 $ 5,863,735 $ 12,810,854 $ 14,219,944

See accompanying notes to financial statements
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CONVQOY OF HOPE, INC.
Statements of Cash Flows

Years Ended December 31, 2009 and December 31, 2008

Cash flows from operating activities:
Change in net assets

Adjustments to reconcile change in net assets to net cash

provided by operating activities:
Depreciation
Non-cash equipment contributions
Non-cash other asset contribution

Non-cash (increase} / decrease in GIK inventory

Changes in operating assets and liabilities
Amounts due from other organizations
Accounts and other receivables
Federal awards receivable
Prepaid expenses
Inventories - non GIK
Accounts payable and accrued expenses

Net cash used in operating activifies

Cash flows from investing activities:
Acquisition of equipment
Proceeds from sale of investments
Purchase of investments
Proceeds from sale of long-term investments

Net cash provided by investing activities

Cash flows from financing activities:
Principal payments on notes payable

Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental data:
Cash paid during the year for interest
Funds collected and paid on behalf of others
Non-cash transactions:

Contribution of gift-in-kind food and supplies

Distribution of gift-in-kind food and supplies
Contribution of services and use of labor
Contribution and use of facilities

See accompanying notes to financial statements

2009 2008

$ (1,409,090) § (2,418,445)
551,896 520,939
(123,500) (150,370)

- (4,000)

(656,970) 1,822,386

30,549 2,446

(22,699) 110,148

(26,221) 49,940
7,692 (7,461)
141,640 (327,504)

(5,339) (122,862)
(1,512,042) (524,783)
(163,518) (382,146)

- 2,556,205
- (1,500,000)

2,000,006 500,000
1,836,488 1,174,059
(205,275) (142,161)
(205,275) (142,161)

119,171 507,115
2,968,175 2,461,060

$ 3,087,346 $ 2,968,175
$ 180,267 % 243,382
4,250 106,301

$ 39,101,049 8 36,015,187
% 38,444,079 % 37,837,573
$ 678,460 8 682,520
$ 90,000 $ 90,000



CONVOY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

1. Nature of Organization

Convoy of Hope, Incorporated is a Christian compassion organization, headquartered in
Springfield, Missouri, dedicated to meeting physical and spiritual needs. Convoy mobilizes,
resources, and trains volunteers, churches and other groups to conduct community outreaches,
respond to disasters, and direct other compassion initiatives in the United States and around the
world. Convoy accomplishes its mission through three core programs: compassmn oufreaches,
disaster response initiatives, and supply lines.

Originally registered as ChurchCare America, Inc. in 1984, the Organization changed its legal
name to Convoy of Hope, Inc. in 2002. Convoy is organized as a nonprofit corporation under
the laws of the State of California and is a tax-exempt organization under Section 501(c)(3) of
the Internal Revenue Code and corresponding California provisions. Donors of cash and/or
property are entitled to the maximum charitable contribution deduction allowed by law.
Convoy is supported primarily through cash and in-kind donations from individuals, churches
and businesses who believe in the Organization’s mission.

2. Summary of Significant Accounting Policies

Basis of Accounting
The accompanying financial statements of Convoy have been prepared on the accrual basis of
accounting in accordance with U.S. generally accepted accounting principles.

Cash and Cash Equivalents
Cash and cash equivalents consist primarily of cash on hand and demand deposits with original
maturities of three months or less at the date of acquisition.

Investments

Convoy’s investment goal is to invest its available funds in a prudent manner that will
minimize investment losses while achieving a reasonable rate of return. Invested funds include
those internally or donor designated for various purposes. Convoy's financial assets are
invested in United States government securities and loan fund demand and ferm notes.
Investments are recorded at fair value and unrealized changes in fair value from year to year
are reported in the statements of activities as part of overall investment income (Note 3).

Amounts Due from Other Organizations

Amounts due from other organizations consist of amounts collected by the General Council of
the Assemblies of God and its affiliates on behalf of Convoy. All amounts are considered fully
collectible and, accordingly, no allowance for uncollectible amounts has been provided.



CONVOY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

2, Summary of Significant Accounting Policies (continued)

Accounts and Other Receivables

Accounts receivables consist primarily of amounts due from tenants, Hope Network partners,
and ocean freight partners. Trade receivables are carried at original invoice amount. Based on
historical experience, amounts are considered fully collectible and, accordingly, no allowance
for doubtful accounts has been made. If amounts become uncollectible, those amounts will be
charged to operations when that determination is made.

Pledges Receivable

Pledges receivable are unconditional promises to give. Unconditional promises to give that are
expected to be collected within one year are recorded at their net realizable value.
Unconditional promises to give that are expected to be collected in future years are recorded at
the present value of estimated future cash flows. The discounts are computed using a risk-free
rate applicable to the year in which the promise is received. Conditional promises to give are
not included as support until such time as the conditions are substantially met. Convoy
currently does not have any unconditional promises to give recorded.

Gifts-in-kind

Gifts-in-kind (GIK) received through private donations are recorded in accordance with
industry standards, referred to as the Interagency GIK Standards, as developed by an
interagency task force appointed by the Association of Evangelical Relief and Development
Organizations (AERDO). Gifts-in-kind are valued and recorded as non-cash contributions at
their estimated fair value as provided by the donor o, in the absence of donors” valuations,
based on Convoy’s estimate of wholesale values considering their condition and utility for use,
at the time the goods are received from the donor. The recognition of gifts-in-kind contributions
is limited to donations where Convoy takes possession or constructive title of the gift-in-kind
and either Convoy is the original recipient of the gift, the end user of the gift, or is involved in
partnership with the end-user agency for distribution domestically or internationally. Gifts-in-
kind are recorded as unrestricted, temporarily restricted, or permanently restricted, depending
on the donor intent (Note 9).

Gifts-in-kind expense is recorded when the goods are distributed for program use. While it is
Convoy’s policy to distribute gifts-in-kind as promptly as possible, undistributed gifts-in-kind
are recorded as inventory. The inventory is valued at estimated fair value as provided by the
donor or, in the absence of donors’ valuations, wholesale values estimated by Convoy (Note 4).

Inventories - Non Gifts-in-kind

Non-GIK inventories consist of purchased product and commodities for use in outreach and
disaster response initiatives. Non-GIK inventory distributed expense is recorded when the -
goods are distributed for program use. While it is Convoy’s intent to distribute purchased
product and commodities as promptly as possible, undistributed non-GIK product is recorded
as inventory. The inventory is valued at cost. Convoy believes this approximates the lower of
cost or market. Merchandise inventory held for sale at outreaches is expensed in the period
incurred (Note 4).



CONVOY OF HOFE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

2. Summaryv of Significant Accounting Policies (continued)

Property and Equipment

Land, building, and equipment expenditures greater than $1,000 with a useful life of 3 years or
more are capitalized at cost when purchased and at estimated fair value at the date of gift if
donated. Depreciation is provided on a straight-line basis over the estimated useful lives of the
respective assets, ranging from 3 years for computers to 40 years for buildings (Note 5).

The cost of repairs and maintenance and depreciation are charged to expense. Upon sale or
retirement of the property and equipment, the related cost and accumulated depreciation are
removed from the accounts and the resulting gains or losses are reflected in the statements of
activities.

Property and equipment are reviewed for impairment whenever events or changes in business
circumstances indicate the carrying value of the assets may not be recoverable. Impairment
losses are recognized if expected future cash flows from the assets are less than their carrying
values.

Net Assets
Convoy’s net assets and changes therein are classified and reported as follows:

Permanently Restricted Net Assets — Permanently restricted net assets represent the historical
dollar amounts of gifts, including pledges and trusts, subject to donor-imposed stipulations to
be invested in perpetuity, and only the income may be available for program operations.
Convoy currently does not have any permanently restricted net assets,

Temporarily Restricted Net Assets - Temporarily restricted net assets are comprised of gifts,
including pledges and trusts, as well as income and gains that can be expended, but for which
restrictions have not yet been met. Such restrictions include purpose restrictions wherein
donors have specified the purpose for which the net assets are to be spent or time restrictions
imposed or implied by the nature of the gift. When a restriction is fulfilled, temporarily
restricted net assets are reclassified to unrestricted net assets and reported in the statement of
activities as net assets released due to satisfaction of program restrictions (Note 7).

Unrestricted Net Assets - Unrestricted net assets are all the remaining net assets of Convoy. The
only limits on unrestricted net assets are broad limits resulting from the nature of Convoy and
purposes specified in its articles of incorporation or bylaws and any limits resulting from
contractual agreements (Note 7).

Convoy’s Board may apply up to a ten percent overhead rate assessment to restricted
contributions at the time of donation to cover fundraising and administrative costs. At the time
of assessment, the net assets are reclassified from temporarily restricted to unrestricted net
assets and reported in the statement of activities as a component of net assets released due to
satisfaction of program restrictions. The Board’s actual overhead rate applied to restricted
contributions in connection with this policy was 7.8% and 7.2%, for the years ended December
31, 2009 and 2008, respectively.



2.

CONVQY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

Summ of Sienificant Accounting Policies (continued

Net Assets (continued)

In the event Convoy receives more restricted contributions for a given project than can be
wisely used, Convoy’s Board reserves the right to reallocate these funds to fulfill similar
projects within Convoy’s mission.

Contributions
Contributions are recorded as support when an unconditional promise to give has been made.
Contributions are recorded as unrestricted, temporarily restricted, or permanently restricted.

Federal Grant Contribution Revenue

Federal cash and food commodity grants are received through the United States Agency of
International Development's (USAID) Office of Food for Peace and Office of Development
Partners, Private and Voluntary Cooperation Division to further the exempt purpose of
Convoy. Convoy recognizes these awards as contribution revenue as these transactions are part
of Convoy’s ongoing major or central activities and separately discloses these amounts on the
statement of activities as Public Cash and Food Commodity Grants (Note 8}.

Cash contribution revenue is recognized in the period Convoy incurs reimbursable program
expenditures. Deferred revenue is recorded when federal funds are received in advance of
reimbursable program expenditures being incurred. Food commodities are valued using
guidelines published by the United States Department of Agriculture and USAID. Food
contribution revenue granted for distribution is generally recognized when the commodities are
delivered to the ultimate destination.

‘Other Revenue and Expenses

In accordance with the accrual basis of accounting, other revenues are recorded in the period
earned and other expenses are recorded in the period incurred.

Contributed Services

The efforts of volunteer workers that create or enhance non-financial assets or that require
specialized skills and would typically need to be purchased if not provided by donation are
recorded at fair value (Note 9).

Fair Value of Financial Instruments

The carrying value of cash and cash equivalents, grants and accounts receivables, amounts due
from other organizations, and investments approximate fair value as of December 31, 2009 and
2008, due to the relatively short maturity of these instruments.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles 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 revenue, gains, and other support and
expenses during the reporting period. Actual results could differ significantly from those
estimates.



CONVOY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

2. Summary of Significant Accounting Policies {continued)

Functional Classification and Allocation of Expenses
The costs of providing various program services and supporting activities have been reported
on a functional basis in the statement of activities.

Program ministry expenses consist of activities that result in food, clothing, and other
compassion/relief supplies and services being distributed to beneficiaries that fulfill the
purposes or mission for which Convoy exists.

Development and fundraising expenses involve activities undertaken to solicit contributions of
money, securities, services, materials, facilifies, other assets, or time. Convoy seeks
contributions from individuals, businesses, foundations, government agencies, and others.
Convoy’s policy for accounting for joint costs that include fundraising is to allocate all costs
which have a fundraising component as 100% fundraising.

General and administrative expenses are not identifiable with a single program or fundraising
activity but are indispensable to the conduct of those activities and to Convoy’s existence. They
include oversight, business management, general recordkeeping, budgeting, financing,
communications, public relations, information technology, and related administrative activities.

Certain costs such as depreciation and payroll have been allocated among the program and
supporting activities benefited based on management’s estimates.

Long-Lived Assets

Convoy performs ongoing reviews for impairment of long-lived assets, including property and
equipment, and, if such impairment is identified, writes the assets down to their fair value.
Identified impairment losses are charged to operations in the statement of activities.

Reclassifications
Certain 2008 amounts have been reclassified to conform with the 2009 financial statement
presentation.

Concentration of Credit Risk

Convoy maintains cash and investments in two financial institutions in excess of the Federal
Deposit Insurance Corporation insured limits as of December 31, 2009 and 2008. Management
believes no significant risk exists as a result of these uninsured balances due to the size and
financial wherewithal of the financial institutions.

10



CONVOY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

2. Summary of Significant Accounting Policies (continued)

Adoption of New Accounting Pronouncements

Convoy adopted the provisions of Financial Accounting Standards Board (FASB) Interpretation
No. 48, Accounting for Uncertainty in Income Taxes (FIN 48) (Accounting Standards Codification
(ASC) Topic 740, Income Taxes) for the year ended December 31, 2009. Management evaluated
the Organization’s tax positions and concluded Convoy had taken no uncertain tax positions
that require adjustment to the financial statements to comply with the provisions of this
guidance.

Convoy adopted the provisions of FASB Statement No. 165, Subsequent Events (ASC 855-10) for
the year ended December 31, 2009. Subsequent events have been evaluated through April 29,
2010, which is the date the financial statements were available to be issued.

Convoy adopted the fair value provisions of SFAS No. 157, Fair Value Measurements (ASC 820-
10-35) for the year ended December 31, 2009. In accordance with the statement, fair value is
defined as the price that Convoy would receive upon selling an investment in an orderly
transaction to an independent buyer in the principal or most advantageous market of the
investment. A three-tier hierarchy was established by ASC to maximize the use of observable
market data and minimize the use of unobservable inputs, and to establish classification of fair
value measurements for disclosure purposes. Inputs refer broadly to the assumptions that
market participants would use in pricing the asset or liability, including assumptions about risk.
Inputs may be observable or unobservable. Observable inputs reflect the assumptions market
participants would use in pricing the asset or liability developed based on market data obtained
from sources independent of the reporting entity. Unobservable inputs reflect the reporting
entity’s own assumptions about the assumptions market participants would use in pricing the
asset or liability developed based on the best information available. The categorization of an
investment within the hierarchy is based upon the pricing transparency of the investment and
does not necessarily correspond to Convoy’s perceived risk of liquidity profile of that
investment. The three-tier hierarchy of inputs is summarized in the three broad levels below:

Level 1 - Inputs that reflect unadjusted quoted prices in active markets for identical assets or
liabilities that the Organization has the ability to access at the measurement date;

Level 2 - Inputs other than quoted prices that are observable for the asset or liability either
directly or indirectly, including inputs in markets that are not considered to be active;

Level 3 - Inputs that are unobservable, including the Organization’s own assumptions in
determining the fair value of investments.

11



CONVQY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

2. Summaryv of Significant Accounting Policies (continued)

Correction of an Error

During 2009, Convoy determined that approximately $3.7 million in ending Gift-in-kind
inventory had unmet purpose restrictions which should have been classified and reported as
temporarily restricted net assets in 2008. Convoy corrected the internal process to ensure GIK
transactions are consistently being reported with all other temporarily restricted contributions.
Convoy assessed the materiality of the error on the 2008 financial statements and determined it
is a material reclassification in relation to previously reported net asset amounts contained in
such financial statements. There was, however, no impact on Convoy’s total assets, total net
assets, total support, and/or total changes in net assets as contained in such financial
statements.

The following table sets forth the effects of the 2008 reclassification correction:

Statement of Net Assets
As previously
As adjusted reported
Unrestricted net assets, ending net assets $ 6,909,162 10,641,613
Temporarily restricted net assets, ending net assets $ 7,310,782 3,578,331

Statement of Activities

As adjusted As previously reported
Temporarily Temporarily
Unrestricted ~ Restricted Unrestricted ~ Restricted

Gifts-in-kind $ 19,508,160 17,433,917 36,942,077 -
Nets assets released

due to satisfaction of

program restrictions  $ 18,515,295  (18,515,295) 4,813,829 (4,813,829)
Change in net assets $ (4,560,310) 2,141,865 (827,859) (1,590,586)

12




CONVOY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

3. Investments

The fair value of assets reported as investments were as follows at December 31:

2009 2008

Government securities $ - 6

Assemblies of God loan fund notes $ - 2,000,000

The investments held by Convoy in 2008 have been classified within Level 2.

4. Inventory

Inventory, which is comprised of GIK food commodities and supplies received for distribution,
and food commodities purchased for distribution, fluctuates primarily due to the timing of
items received and distributed. Balances were as follows at December 31:

2009 2008
GIK food inventory $ 2,081,400 1,959,455
GIK supply inventory - 3,232,007 2,696,982
Purchased food inventory 189,879 331,519
Inventory $ 5,503,286 4,987,956

13



CONVQY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

5. Property and Equipmenti

Property and equipment consisted of the following at December 31:

2009 2008

Land, building and improvements $ 7,773,419 7,748,304
Construction in progress 13,983 15,583
Furniture and equipment 905,668 642,164
Transportation equipment 3,110,808 3,110,808
11,803,878 11,516,859

Less accumulated depreciation (3,698,218) (3,146,321)
Property and equipment, net $ 8,105,660 8,370,538

Depreciation expense was $551,896 and $520,939 for 2009 and 2008, respectively.

Notes Pavable

Notes payable consisted of the following at December 31:

2009 2008
6.5% note, interest and principal due
monthly, due November 1, 2011;
secured by deed of trust. $ 2,223,409 2,267,270
LIBOR + 1.65% note, with 8.5% cap,
interest and principal due monthly,
due November 1, 2011; secured by
deed of trust; rate was 1.88% and 2.09%
at December 31, 2009 and 2008, respectively. 1,680,245 1,841,659
4,108,929

$ 3,903,654
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CONVOY OF HOPE, INCORFPORATED
Notes to Financial Statements
December 31, 2009 and 2008

6. Notes Payable (continued)

Debt maturity
Year ending December 31:
2010 214,585
2011 3,689,069
$ 3,903,654

Convoy had a $500,000 line of credit from a commercial bank secured by a deed of trust which
matured on March 1, 2009. Convoy elected not to renew the line of credit during 2009 and there
was no loan outstanding at any time during 2009 or 2008.

7. Net Assets

Unrestricted net assets are represented by the following at December 31:

2009 ' 2008
Working capital $ 1,050,915 1,392,048
Property and equipment, net of debt 4,202,006 4,261,609
Undistributed GIK contributions and purchased
Inventories 1,694,198 1,255,505
$ 6,947,119 6,909,162

Temporarily restricted net assets are available for the following purposes at December 31:

2009 : 2008

Domestic disaster relief and outreaches $ 1,736,888 3,109,013

International relief and outreaches 162,941 293,304
Represented by capital equipment and other

designated funds 109,818 176,014

Represented by debt retirement designated funds 45,000 -

Represented by undistributed GIK contributions 3,809,088 3,732,451

$ 5,863,735 7,310,782
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Notes to Financial Statements
December 31, 2009 and 2008

8. Public Cash and Food Commodity Grants

Cash and food commodity grant contribution revenue received from USAID are as follows for
the years ended December 31:

2009 2008
Cash awards from USAID 3 216,221 199,939
Food distribution awards from USAID 302,925 259,650
Total cash and food commodity grants 5 519,146 459,589

9, Donated Materials and Services

Gifts-in-kind recognized during the years ended December 31, 2009 and 2008 consisted of the

following:
2009 2008
GIK Food $ 30,150,782 24,006,008
Supplies 8,677,346 11,749,529
Services and other 891,960 926,890
$ 39,720,088 36,662,427

A significant number of volunteers contributed their time to assist Convoy in its ministry
activities. The efforts of many of these volunteer workers have not been reflected in the financial
statements, as the service provided did not meet the criteria for recognition under Statement of
Financial Accounting Standards No. 116, Accounting for Contributions Received and Contributions
Made.
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December 31, 2009 and 2008

10. Lease Income Under Operating Leases

11.

12,

Convoy of Hope leases excess warehouse space to tenants under lease agreements ranging from
month-to-month to five years. Lease income for the years ended December 31, 2009 and 2008
was $590,546 and 5588,814, respectively.

Future minimum lease payments under non-cancelable leases:

Year Ending December 31: 2010 434,918
2011 424 680
2012 176,950
2013 -
2014 -

$. 1,036,548

Income Taxes

Convoy has been recognized as exempt from federal income taxes on income related to its
exempt purposes under Section 501(a) of the Internal Revenue Code of 1986 (IRC) as an
organization described in Section 501(c)(3) of the IRC. Convoy is subject to tax on unrelated
business income and, accordingly, pays estimated taxes throughout the year. In addition to
paying estimated taxes during 2009, the financial statements include an additional provision for
unrelated business income taxes amounting to $35,680 for the year ended December 31, 2009,
As a publicly supported organization, Convoy is classified as a public charity and not a private
foundation under Section 509(a)(2) of the IRC.

Compensated Absences

Employees of Convoy of Hope are entitled to paid vacations and can carryover unused vacation
from one fiscal year to the next. The financial statements include a provision for compensated
absences eamed, but not paid as of December 31, 2009 and 2008 amounting to $63,950 and
$58,241, respectively.
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CONVOY OF HOPE, INCORPORATED
Notes to Financial Statements
December 31, 2009 and 2008

13. Affiliated Qrganizations and Related Parties

Convoy of Hope and the General Council of the Assemblies of God maintain separate and
distinct Boards of Directors. The following summarizes significant affiliations between the two
organizations:

Four Board members of Convoy of Hope were full-time management level employees of the
General Council or its affiliates.

The General Council and its affiliate, the Assemblies of God World Missions, receive pass-thru
donations on behalf of Convoy of Hope. The balance in these accounts for the years ended
December 31, 2009 and 2008 was $81,662 and $114,711, respectively. These funds are generally
disbursed monthly.

In addition, Convoy entered into memorandums of understanding with both the General
Council and the Assemblies of God World Missions to formalize Convoy’s role as the preferred
partner with the General Council of the Assemblies of God and its mission’s agencies to provide
compassion ministry resources and services. The memorandums outline strategic partnership
roles encompassing joint fundraising, co-branding, media and communication releases,
financial ramifications, and on the ground response protocols in the event of major disasters
due to these entities shared constituencies. Funds received directly by Convoy as a result of
joint appeals are recorded as previously described in Convoy’s significant accounting policies,
while funds received directly by the General Council and its affiliate are recorded once
disbursed to Convoy in relation to approved program activities.

The General Council and its affiliate assigned fifteen full-time missionaries to Convoy of Hope,
at no cost, to assist in program activities. The value of these services has not been reflected in
the accompanying financial statements.

Convoy of Hope maintains investment accounts with AG Financial Solutions, an affiliate of the
General Council. The balance in these accounts for the years ended December 31, 2009 and 2008
was $2,000,000 and $3,482,156, respectively.

Convoy of Hope leases excess warehouse space to two organizations affiliated with the General
Council. Lease income for the years ended December 31, 2009 and 2008 was $160,944 and
$160,950, respectively.

Convoy of Hope purchased services provided by a board member totaling $5,250 for the year
ended December 31, 2008.
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