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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Hope Fellowship Ministries
Frisco, Texas

Opinion

We have audited the accompanying financial statements of Hope Fellowship Ministries (a Texas nonprofit corporation), which
comprise the statements of financial position as of December 31, 2022 and 2021, and the related statements of activities,
functional expenses, and cash flows for the years 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 Hope
Fellowship Ministries as of December 31, 2022 and 2021, and the changes in its net assets and its cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 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 Hope Fellowship Ministries and to meet our other
ethical responsibilities in accordance with the relevant ethical requirements relating to our audits. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the 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 Hope Fellowship Ministries' ability to continue as a going concern within one
year after the date that the financial statements are available to be issued.

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.

o I[dentify 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 Hope Fellowship Ministries'
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 Hope Fellowship Ministries' 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.

Amu;_ﬁ::.gwﬂﬂ-ﬂ" (s, Toe.

[rving, Texas
June 23, 2023



HOPE FELLOWSHIP MINISTRIES

Statements of Financial Position
December 31, 2022 and 2021

Assets: 2022

2021

Current assets:

Cash and cash €qQUIVAIEILS. .........cciiriiiiiiiierieeee et sseeseenns $ 6,078,721 $ 7,814,699
Prepaid EXPENSES. ....cuvieuvieiieeiieeiietieie ettt ettt et et e st e e et et e e e st e st e st enteenseenaeesaenseeneenns 187,805 102,095
TOLAl CUITENE @SSELS...eeeiiiiiiieeeieeeet ettt ee e e e e e et e eeeeeseeaaaeeeeeesesesaeeeeessessanasseeessessnnnaasseeesen, 6,266,526 7,916,794
Property, buildings, and equipment, at cost:
Land and iMpProVemMENTS. .........cveruierieerierieriierieeie et etesttes e sseesseseesseesseesseenseessesssessaesseensennns 6,092,464 6,092,464
Buildings and iMProVEMENLS. .........cc.eeciirierierieiieteeeeeeeseesteeeeeeeseesseesseeseessesseessaesseensennns 34,453,414 34,093,272
Furniture, fixtures, and qUIPMENL..........ccoveriierieriieieeieeeese ettt eeae e sseenseenns 4,003,945 3,200,488
Finance lease right-0f-USE @SSELS........ccereiirieriieriieiieieeieeee st et see st et eee e eseessaesseenseenns 872,509 872,509
Operating lease right-0f-USE aSSELS..........cuerirrieriieiieieeieeeere et eeee e eseenns 153,541 217,490
CONSIIUCION 11 PIOCESS. ... vevrerrienreenrerresresstesseesseaseassassaesseesseesesssesssesssesseensesssesssesseesseensennns 7,671,898 549,233
53,247,771 45,025,456
Less allowance for accumulated depreciation and amortization.............cecceevevecveeververeeneenns (13,624,529) (12,113,205)
Net property, buildings, and eqUIPIMENL.............ecveriieriircierieriere e, 39,623,242 32,912,251
DIEPOSIES. ..eeeeeieeietiett et ette et et et et e et estte s et e st e seanseesbeesaense e se e s e enteenteenee st enseenseenbeeraeeseeneenns 44,009 -
TOLAL @SSEES....ueeviereereeeteetee et et et et e et e et e eteeete e teeeeeaseeteeeteeeseeseeneeeneeeaeeeseeseeaseenseereeereenreenns $_45,933,777 $_40,829,045

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Statements of Financial Position
December 31, 2022 and 2021

Liabilities and net assets: 2022 2021
Current liabilities:

Current portion 0f NOtES PAYADIE .......ccociiriieriieiieiieieeeeeee et $ 667,563 $ 651,113
Current portion of finance lease Habilities.........ccvecvireveeierierieieee e 14,757 194,860
Current portion of operating lease lHabilities .........c.cccvevverierieniee e 42,659 40,887
ACCOUNES PAYADIC .....c.eieiiiiiiiciieciiese ettt ettt ettt et e esae et e e s e e seenseennesnneeneens 941,815 142,898
ACCTUEA HHADIIITIES ... e e e e e e e e e eareeeenneeeenn, 87,116 216,929
DETEITEA TEVEIUE. ... et e e e e e e et eeeeneeeeenneeeeans 65,030 29,350
Deferred inSUrance ProCeeds.........ueuiruiroierierierieieeteeeeseesteessesaeseeseeesseeseessesseessaesseensennns 512,150 -
Total CUITENT LHADIIITIES . ...eveveieeieieeeeeeeee ettt ettt e e e e ettt e e e e s e s eaaeeeeeesessnsaaaeeeeen, 2,331,090 1,276,037
Long-term liabilities:

Notes payable, net of current portion and debt iSSUANCE COSLS ....oovrrvirreriienieieeieeie e, 17,619,159 16,965,166
Finance lease liabilities, net of cUrrent POrtion ..........ceecveevereerieeiieieiesieneeie e - 19,096
Operating lease liabilities, net of current POrtion ............cccecceevieevieicienienieeee e, 110,882 153,541
Total 1ong-term HaADIIITIES......eecvieriieiieie ettt ettt esaessaesseeseenns 17,730,041 17,137,803
TOtAl LHADIIIEIES ...cuveceveeeeeeeieete ettt ettt et ettt e eteeeaeeteeaeeeaeeeseeveeaseeaseereeereenreenns 20,061,131 18,413,840
Net assets:

Net assets Without dONOT TESTIICTIONS. ........ccuveeeeiureeeeeieieeeeeeeeeeteeeeeee e e e e e e e e eareeeeeaneee e, 23,361,954 22,415,205
Net asSets With dONOT TESIIICTIONS. .....covuuveeiieeeeeieeieeeeeeeeeeeeeeeeeeeeeeeeeeaeeeeeesessesasereeesesassanaeens 2,510,692 -
TOLAL T @SSEES...uvveeiieeeee ittt e ettt e ettt e e e e s e aeeeeeeseee s teeeeeesesaaaaseeeessesannraaaaeeesan, 25,872,646 22,415,205
Total liabilitieS and NEL ASSELS.........ccviivviiiiirieeiecete e eeeete et e et eeteeee et e eaeeeteeeveereeareereeereeereenns $_45,933,777 $_40,829,045

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Statement of Activities

For the Year Ended December 31, 2022

Changes in net assets:

Support and revenue:

Tithes and offerings...........ccoeveevveeieriienierieieeieeene
Sales and event registration............ccceceeeververeeennnne.
Christian education revVenue..............cevvereeecveevennnens
Missions and outreach offerings
Building fund contributions.............c.cceecveverecrrniennnnns
Net assets released from restrictions

Total support and revenue...........oceevereererecveeeennnnns

Operating expenses:

Program services:

Church aCtiVIties.........coovieeeeeeeeeeeeeeeeeeeeereee e
Christian education.............cccceeeeeeveeeecveeeeereee e
Missions and outreach...............ccocveveveviieeeieeecennn..

Supporting activities:

General and administrative...........ccooceevverevecieeeennnnns
Total operating eXpenses.........ocveevereerevereeerrensuenenens

Excess of support and revenue over operating expenses

Other income and expenses:

Interest INCOME..........covveeririeieineieereeeeeeeeee
Gain on disposal of property and equipment

Total other income and expenses

Increase in Net aSSetS.........coevveeeeeuveeeeirreeeeereee e

Net assets, beginning of year

Net assets, end of year........ccoccveevecieieniesieneeeeen,

Without Donor With Donor
Restrictions Restrictions Total

$ 16,509,145 §$ - $ 16,509,145
868,694 - 868,694
57,515 - 57,515
- 768,531 768,531
- 2,510,692 2,510,692

768,531 (768,531) -
18,203,885 2,510,692 20,714,577
12,127,167 - 12,127,167
308,867 - 308,867
2,709,003 - 2,709,003
2,140,147 - 2,140,147
17,285,184 - 17,285,184
918,701 2,510,692 3,429,393
24,056 - 24,056
3,992 - 3,992
28,048 - 28,048
946,749 2,510,692 3,457,441
22,415,205 - 22.415.205

$_23,361,954

$_ 2,510,692 §$_25.872.646

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Statement of Activities
For the Year Ended December 31, 2021

Changes in net assets:

Support and revenue:

Tithes and Offerings..........ccuevierierienieee et
Sales and event regiStration............cevverierieriieieeieeeeseesee e
Christian eduCation TEVENUE.........cc.eerverrrerreriereeerereneeereeeesseesseesseenseesesnnes
Missions and outreach offerings...........ccoeveveierierienieciieieeieseeeeere e
Building fund contributions.............cceeeueeierierienieesiieie e
Net assets released from restriCtions..........c.eecveeveriereenieeseese e see e

Total SUPPOIt AN TEVENUE .......ocuierieieeieeie ettt

Operating expenses:

Program services:

CRUICH ACHVITIES. .. .vveeeeveic e e e e e e ennes
Christian €dUCALION. ...........oeeviieiiieeeeeee e e
Missions and OULTEACH ..............ooviiiiieiic e

Supporting activities:

General and adMINIStratiVe. ........cecveerieeeieeie et
Total OPErating EXPEINSES.....evvverreerriereererrerierstereeenseeseesaesseesseesseessesssennns

Excess of support and revenue over operating expenses

Other income and expenses:

INLEIESt INCOME........vveiieeeiieeceee e e

Gain on disposal of property and equipment

Total other inCOMe and EXPENSES........eevverererierrieiieiieieeee e sieesieenseeee e
INCTEASE 1N NEL ASSELS...c.veueeritenietirteieterteeete ettt ste ettt eeseseeeesesteneereseeneas
Net assets, beginning of YEar.........ccevvevvieciieieeiesieeee e

Net assets, end Of YEAT........cevciirierieieieeeee e e

Without Donor
Restrictions

With Donor
Restrictions

$ 17,106,929

Total

$ 17,106,929

564,191 - 564,191
60,494 - 60,494
- 174,219 174,219
- 759,574 759,574
933,793 (933,793) -
18,665,407 - 18,665,407
11,436,884 - 11,436,884
332,504 - 332,504
1,830,402 - 1,830,402
1,929.118 - 1,929.118
15,528,908 - 15,528,908
3,136,499 - 3,136,499
16,344 . 16,344
12,720 - 12,720
29,064 - 29,064
3,165,563 - 3,165,563
19.249.642 - 19.249.642

$ 22,415,205

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Statement of Functional Expenses
For the Year Ended December 31, 2022

Supporting
Program Services Activities
Church Christian Missions and ~ General and
activities education outreach administrative Total

Personnel........cccocenevininciiiinciceen § 6469444 $ 277876 § 317,315 $ 1,657,061 § 8,721,696
Contributions, benevolence, and

academic SUPPOTt......ccueerveereerrereienireneenns 117,201 30,991 1,794,310 - 1,942,502
Depreciation and amortization................ 1,353,338 - 147,897 89,056 1,590,291
Equipment and supplies.........ccoceervennene 1,363,970 - 67,888 30,175 1,462,033
INterest......ooveirieieireecereeeceeeee 633,121 - 69,190 41,663 743,974
Facility maintenance..............ccoecvervenene 647,821 - 40,836 24,590 713,247
Camps and retreats...........coeeveeervereennnns 400,892 - - - 400,892
UHHEES. .o 271,029 - 29,619 17,835 318,483
Travel....ocooovnioinceee - - 203,735 - 203,735
Bank fees.........ccoovneviiinciiic - - - 199,812 199,812
Rent...c.ooiiiiiiiciiinceeeeeee 184,561 - - - 184,561
Software and programming..................... 123,851 - 13,535 8,150 145,536
Other ..o 131,970 - 2,978 7,155 142,103
INSUTANCe. .....overveeeiiciccrceecceee 118,584 - 12,959 7,803 139,346
AdVertising..........occeveveeeervenireieeieeeenen 122,438 - - - 122,438
SECUTILY...eenvienireieeiie et 104,228 - - - 104,228
Telephone and internet...........c..ccceeuvenenne 60,955 - 6,662 4,011 71,628
Legal and accounting.............cccecverueennnne - - - 51,584 51,584
Transportation.........c.ceeeevrveverenvereernenenes 23,764 - 2,079 1,252 27,095
TOMAL oo $_12,127.167 $___308.867 $_2.709.003 $_ 2,140,147 §$_17.285.184

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Statement of Functional Expenses

For the Year Ended December 31, 2021

Personnel...................

Depreciation and amortization................

Contributions, benevolence, and

academic support......

Equipment and supplies........c..cccceveneeee.

Interest.........ccoeceeeee
Facility maintenance..
Camps and retreats....

Utilities......cc.occeenneee..

Advertising................

Audio, video, production and staging.....

Insurance...................

Security.......ccceeevenen.

Telephone and internet.............cccceueeneee.

Legal and accounting

Transportation...........

Supporting
Program Services Activities
Church Christian Missions and ~ General and
activities education outreach administrative Total
$ 6,246,636 $§ 267,370 § 305211 $ 1,516,020 § 8,335,237
1,332,807 - 148,174 89,223 1,570,204
229,349 56,317 1,060,910 - 1,346,576
838,033 - 6,279 12,662 856,974
727,904 - 79,548 47,900 855,352
607,809 - 34,847 20,983 663,639
313,784 - - - 313,784
214,027 - 23,389 14,084 251,500
150,544 - 14,313 8,619 173,476
172,850 - - - 172,850
- - - 147,677 147,677
- - 132,304 - 132,304
116,919 8,817 - - 125,736
125,429 - - - 125,429
103,517 - 11,313 6,812 121,642
95,248 - 5,301 9,829 110,378
81,384 - - - 81,384
67,875 - 7,418 4,467 79,760
- - - 50,002 50,002
12,769 - 1,395 840 15,004

$_ 1929118 §_15.,528.908

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Statements of Cash Flows
For the Years Ended December 31, 2022 and 2021

Change in cash and cash equivalents: 2022

2021

Cash flows from operating activities:

Cash received from OPETAtiONS.........c.eeverieriertieteeterieseett et eae e etee e eseebesnseseeesseenseenseans $ 18,239,565 $ 18,006,937
Cash paid for OPerating CXPENSES........cuerveerrierrierierreriereertteteetesaesseesseenseesessesseesseesseensenns (15,117,465) (13,046,841)
INEEIESE TECRIVEA. ... i ettt e e e e e e et eeeenneeeeeneeeeennes 24,056 16,344
INEEIESE PAIA.....eeieiieiieie ettt ettt e et e st et e e s e e sae st e saee st enseenseenaeeraenseeneenns (732,314) (847,202)
Proceeds from INSUTEA LOSS........ooouuiiiiiiiee et earae e e enneeeean 512,150 -
Payments on operating lease labilities...........ccvevieriirierienierieie et (48,360) (23,062)
Net cash provided by Operating aCtiVities.........uerueerrerrierieerieriereerieeeeeeeseeseessee e aesnesneen, 2,877,632 4,106,176
Cash flows from investing activities:

Capital EXPENAITUIES. ... .eeeveeiieiieiieie e ete ettt et et et e st et ee st esessaesseesseeseenseenseessessaenseensennns (6,210,021) (885,918)
CapItaliZEd INLETESL. ... .cuvieeieeiieeiieieeie ettt ettt et e et e esse e sesnaesseesseenseenseensesssessaenseensennns (64,051) -

Net cash used in INVEStING ACHIVITIES.......eeuerieriieriieieeieeeestestesetete e eereseee e esseeaeeeeseeesneens (6,274,072) (885,918)
Cash flows from financing activities:

Principal payments on notes Payable...........ccerierieriieienienieriese et (651,031) (625,529)
Principal payments on finance lease liabilities..........cccveverierirnieiiieiieceeeee e (199,199) (190,114)
Contributions restricted for capital additions............cceeveriieriereiie e 2,510,692 759,574
Net cash provided by (used in) financing aCtiVItIeS.........cververieriiereieieeieeieseenieese e see e, 1,660,462 (56,069)
Net change in cash and cash eqUIVAIENLS............ccierieeriercieiierietee e, (1,735,978) 3,164,189
Cash and cash equivalents, beginning 0f YEar...........ccceeverierieiiiie e 7,814,699 4,650,510
Cash and cash equivalents, end Of YEar.........cccoevieciiriiieiecieeee e $__ 6,078,721 $_ 7,814,699

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Statements of Cash Flows
For the Years Ended December 31, 2022 and 2021

Reconciliation of change in net assets to net cash provided by operating activities: 2022 2021
CRANZE 1N NIEE ASSELS ...euvivitiitieiteieietesteeteeteettestestessessesseeseeseessessessessassesseesesseessessassassensensense, $ 3457441 $ 3,165,563
Adjustments to reconcile change in net assets to net cash provided by operating activities:

Depreciation and amOTtiZAtION. ..........ecveeveriierierieeeeeteeteseestee e seeseesseesseeseessesseessaesseensennns 1,590,291 1,570,204
AmOrtization OF 10AN FEES.........coooviiiieeei e, 10,445 10,445
Gain on disposals of property and eqUIPMENt...........cceeveriereererieeiie e eee e see e (3,992) (12,720)
Contributions restricted for capital additions............cceeverierienieiie e (2,510,692) (759,574)
Changes in operating assets and liabilities:

ACCOUNLS TECEIVADIC .....uviiieieieeiieii ettt sttt ettt e et e st e et e e seensesnnesnnesneens - (75)
Prepaid EXPENSES. ....cvieuvieiieeiieiieieete ettt ettt et e e e et e e te et e ae st snt e st et e enseenaeeraenseeseenns (85,711) (44,098)
ACCOUNLS PAYADIC .....c.eieniiiiicieciiesit ettt sttt ettt essaesse et e e seenneensesnneeneens 45,841 51,454
ACCTUEA HADIIITIES ...t e e e e e e e e e eareeeenneeeenn, (129,812) 100,214
DETEITEA TEVEIUE. ... e e e e e e e e et eeeeaeeeeeneeeeennes 35,680 24,763
Deferred inSUrance ProCeeas. ........ueuirierierieriieriieteeteeeeseesieeseeeeseesseesseeseessesseessaesseenseenns 512,150 -
OBNET @SSELES ..iieeeieiieeee ettt e e et ettt e e e e e e e et eeeeeseeaaaaeeeeeesesaaaaeeeeessesaasaseeeessesannsaasaeeesen, (44,009) -

TOtal AQJUSTMENLS........ieiiieeieeiieiieie ettt ettt et e et e eesteeseenaesseesseeseenseensesssessaenseensennns (579,809) 940,613
Net cash provided by Operating aCtiVities.........uerveerrerrierieerierierieseeieeeeseeseesseessesaesneseeens $_2.877,632 §$_ 4,106,176

Summary of Noncash Investing and Financing Activities

In 2022, the Organization made draws on their construction loan of $1,311,030 to finance construction of a Church
building.

The accompanying notes are an integral part of these financial statements.
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HOPE FELLOWSHIP MINISTRIES

Notes to Financial Statements

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Hope Fellowship Ministries, (the Organization) is incorporated under the laws of the state of Texas as a domestic
nonprofit corporation. During 2015, the Organization, formerly Hope Fellowship of the Assemblies of God,
formally changed its name to Hope Fellowship Ministries. The Organization’s primary source of revenue is free-
will donations. The primary activities of the Organization are worship services and related events. The
Organization holds Church services and related events at campuses in McKinney and Prosper and two locations in
Frisco, Texas.

Basis of Accounting

The accompanying financial statements have been prepared on the accrual basis of accounting and are presented in
conformity with accounting principles generally accepted in the United States of America (GAAP). The
Organization is required to report information regarding its financial position and activities according to the
following two classes of net assets:

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 the Organization. These net assets
may be used at the discretion of the Organization's management and the board of directors.

Net Assets With Donor Restrictions--Net assets subject to stipulations imposed by donors. Some donor
restrictions are temporary in nature; those restrictions will be met by actions of the Organization or the passage
of time. Other donor restrictions are perpetual in nature, where by the donor has stipulated the funds be
maintained in perpetuity. At December 31, 2022, $2,510,692 in net assets were donor-restricted for the
acquisition and construction of property and buildings. These funds were used in 2022 to fund construction of
the Prosper Church building. There is therefore no restricted cash as of December 31, 2022. These net assets
with donor restrictions will be reclassified to net assets without donor restriction and reported in the statement
of activities as net assets released from restriction when the project is complete and placed in service.

Income Taxes

The Organization is exempt from federal income taxes under Internal Revenue Code section 501(c)(3), as well as
state income taxes. The Organization is not required to file tax returns if it has no unrelated business income. The
Organization did not have any unrelated business income in 2022 or 2021. Based on its review, management does
not believe that the Organization has taken any material uncertain tax positions, including any position that would
jeopardize the Organization's tax-exempt status.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and deposits in banks. Deposits in banks may, at times, exceed
federally-insured limits. At December 31, 2022, the uninsured portion of bank balances was approximately $4.7
million. The Organization has not incurred any losses on such accounts. From time to time, the Organization
receives donations of stock or other financial instruments. These are converted into cash and transferred into a
deposit account as soon as practicable and customarily within a few days of receipt of the stock. The Organization
maintains a brokerage account to process these transactions but not for the purpose of holding investments.
Accordingly, the Organization classifies these holdings as cash and cash equivalents.
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HOPE FELLOWSHIP MINISTRIES

Notes to Financial Statements

Property and Depreciation

Property, buildings, and equipment is stated at cost, if purchased, or fair value if donated. Depreciation is
computed on a straight-line basis over the estimated useful lives of the related assets: furniture and equipment (3-
10 years), building improvements (5-30 years) and buildings (30 years). Asset additions are capitalized as are
betterments and renewals. Maintenance and repairs are charged to operations as incurred.

Leases

A contract contains a lease if, at its inception, the Organization has the right to control the asset during the contract
period. Finance and operating lease right-of-use (ROU) assets represent the Organization’s right to use an
underlying asset for the lease term and are included in property, buildings, and equipment on the statement of
financial position. Finance and operating lease liabilities represent the obligation to make lease payments arising
from the lease and are included in long-term liabilities on the statement of financial position. Finance and operating
lease ROU assets and lease liabilities are recognized based on the present value of the future minimum lease
payments over the lease term at the commencement date. Leases with a lease term of 12 months or less at inception
are not recorded on the statement of financial position. Operating lease expense is recognized on a straight-line
basis over the lease term and is included in equipment and supplies in the statement of activities. Interest expense
on finance lease liabilities is included in interest expense in the statements of activities. Finance lease ROU assets
are amortized over the lease term or the estimated useful lives of the ROU assets. Amortization of finance lease
right-of-use assets is included in depreciation and amortization expense. If a lease's implicit interest rate cannot be
determined, the Organization’s incremental borrowing rate is used to determine the present value of future
payments. When a contract contains lease and non-lease components, both components are accounted for as a
single lease component.

Debt Issuance Costs

The Organization capitalizes debt issuance costs (loan origination fees) and amortizes these costs over the life of
the loan using the straight-line method. Debt issuance cost is included in notes payable, net of accumulated
amortization of $33,945 and $23,501 at December 31, 2022 and 2021, respectively.

Contributions

The Organization reports gifts of cash and other assets as restricted support if they are received with donor
stipulations limiting the use of the donated assets. A donor restriction expires when a stipulated time restriction
ends or a purpose restriction is accomplished. At that time net assets with donor restrictions are reclassified to net
assets without donor restrictions and reported in the statement of activities as net assets released from restrictions.

Donated property and equipment and certain services are reflected as contributions at their estimated fair values on
the date of receipt and are recorded in the appropriate asset or expense account. Services are recorded if they
create or enhance nonfinancial assets or require specialized skills, are provided by individuals possessing those
skills, and would typically need to be purchased if not provided by donation.
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HOPE FELLOWSHIP MINISTRIES

Notes to Financial Statements

Classification of Revenue and Expenses

Operating activities include items which are directly related to the Organization's program services or are essential
support elements of those programs. Interest income and gains or losses on disposals of assets or liabilities do not
meet the Organization's criteria for operating activities and are included with other income and expenses.

The costs of providing the Organization's various programs and supporting services have been summarized on a
functional basis in the statement of activities, which reports certain categories of expenses that are attributable to
more than one program or supporting activity. Accordingly, these expenses have been allocated among the
programs and supporting services benefited using allocation bases that are reasonable and consistently applied.
Expenses that are allocated include: depreciation; interest; equipment and supplies; facility maintenance;
transportation; utilities; software and programming; insurance; and telephone and internet; which are all allocated
based on estimates of building usage. Personnel expenses are allocated on the basis of estimates of time and effort.

Financial Instruments

In determining fair value of its financial instruments, the Organization uses a variety of methods and assumptions
that are based on market conditions and risks existing at each balance sheet date. For the majority of financial
instruments, including long-term investments, notes receivable, and long-term debt, the Organization uses standard
market conventions and techniques, such as discounted cash flow analysis, replacement cost, or other valuation
methods, to determine fair value. All methods of assessing fair value resulted in a general approximation of value
and such value may never actually be realized.

Estimates

Management utilizes estimates in order to record certain transactions in accordance with generally accepted
accounting principles. Actual results may differ from those estimates.

Liquidity and Available Resources

The Organization had financial assets consisting of cash and cash equivalents of $6,078,721 and $7,814,699 at
December 31, 2022 and 2021, respectively. These financial assets are not subject to donor or other contractual
restrictions that make them unavailable for general expenditure within one year of the statement of financial
position date. As part of its liquidity management, the Organization raises tithes and offerings to meet their
cashflow requirements and structures its financial assets to be available as its general expenditures, liabilities, and
other obligations come due.

Reclassifications

Certain amounts from the 2021 financial statements have been reclassified to conform to the current year's financial
statement presentation and enhance comparability between periods. This change has no effect on net assets or the
change in net assets for the year ended December 31, 2021.

2. HEALTH INSURANCE

The Organization maintains a self-insured health benefits plan, which provides medical benefits to employees
electing coverage under the plan. The Organization maintains a reserve for incurred but unpaid medical claims and
claim development. The reserve is an estimate based on historical experience and other assumptions, some of
which are subjective. The Organization adjusts its self-insured medical benefits reserve as the Organization’s loss
experience changes due to medical inflation, changes in the number of plan participants, and an aging employee
base. The Organization’s self-insured medical benefits reserve was $12,090 and $142,069 at December 31, 2022
and 2021, respectively, and is included in accrued liabilities in the statements of financial position.
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HOPE FELLOWSHIP MINISTRIES

Notes to Financial Statements

3. NOTES PAYABLE

Following is a summary of notes payable at December 31: 2022 2021

4.50% note payable to a bank, payable in monthly installments of principal and
interest through maturity in October 2029, based on a 240 month amortization...... $ 10,780,444 $ 11,189,900

4.25% note payable to a bank, payable in monthly installments of principal and

interest through maturity in October 2029, based on a 240 month amortization...... 3,577,545 3,715,501
4.25% note payable to a bank, payable in monthly installments of principal and

interest through maturity in October 2029, based on a 240 month amortization...... 2,688,205 2,791,825
4.25% note payable to a bank, interest only payments due through March 2024...... 1,311,030 -

DEDL ISSUANCE COSLS....c..cueviriiniiiienietirieeete ettt sttt sttt st st (70,502) (80,947)

18,286,722 17,616,279

Less current maturities included in current liabilities...........cocovvenenencrrceiienc e (667,563) (651,113)
Notes payable, net of current portion and debt iSSUANCE COSL.....cveurrvereeerrerienenennen. $ 17,619,159 $_16,965,166

Future scheduled maturities of notes payable for the next five years and in the aggregate thereafter are as follows:

2023 et b et bt a bt s bttt b et e st b et b et ene et eene § 667,563
2024 bbbt a bt s bt n bbbt ne bt 700,794
2025 e bt bt h bt a bttt b et n bt ne b et ne et tne 757,206
2026 ..ttt b et bt a bttt b et n bbbt ne bt ene 792,485
2027 et bttt bbb a bt s bt n bt ne bt ne et eene 829,408
TREICATICT. ... e e e e e e e e e 14,609,768
Dbt ISSUANCE COSES.....eiureiieiieiieiieieeieettesieeteeteeteeteseesseesseesseenaeensesssessaenseensennns (70,502)
TOLAL . cevteeteie ettt ettt ettt ettt et et st st e b b e beeaeeteersesbenbesbebeeseere e $_18.286,722

The $10,780,444 note bears interest at 4.50% through October 2024. Notes with balances of $3,577,545 and
$2,688,205 at December 31, 2022, bear interest at 4.25% through October 2022 and 4.50% through October 2024.
Subsequent to October 2024 and through maturity, these interest rates will be at the Constant Maturity Treasury
rate plus 3.05% with a 4.50% floor.

In March 2022 the Organization entered into a $9,513,700 construction loan agreement to finance the construction
of a building on land in Prosper, Texas. During 2022, draws totaling $1,311,030 were made . Subsequent to year
end, an additional $3,017,581 in draws on the construction loan have been made. Interest only payments are due
through March 2024, after which principal and interest payments are due based upon a 25 year amortization
through maturity in April 2032. The interest rate on this note is fixed at 4.25% through April 2027. Subsequent to
April 2027 and through maturity, the interest rate will be at the lesser of 4.25% or the Constant Maturity Treasury
rate plus 2.99%.

All of this debt is payable to a single lender and is secured by all of the Organization's land, buildings, and
improvements, with a net book value of approximately $30.5 million at December 31, 2022.
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HOPE FELLOWSHIP MINISTRIES

Notes to Financial Statements

4. LEASES

The Organization is the lessee of audio/video equipment under finance leases expiring in 2023. The assets are
amortized over the estimated useful lives of the equipment as there is a transfer of title to the lessee at the end of
the lease term. Accumulated amortization for these assets was $814,342 and $639,940 at December 31, 2022 and
2021, respectively.

Minimum future lease payments under finance leases as of December 31, 2022, are as follows:

2023 ettt ettt b e st b e bt bttt nae e b e $ 15,194
Total minimum finance 1ease PaymMents...........coccvevvereierienienieeee e 15,194
Less amount repreSenting iNEEIEST.......eveeverrrerrierreerierieeieseeesteeeeeveeereseeesseenseensesnnes (437)
Present value of net minimum finance lease payments...........c.ccceecveeveeeeereeneennennne. $ 14,757

The Organization is the lessee of office equipment under an operating lease expiring in 2026. Operating lease cost
is included in equipment and supplies expense.

Minimum future lease payments under operating leases as of December 31, 2022, are as follows:

2023 e b et bt a bt s bRt b et n bbbt ne et eene $ 48,360

2024 bbbt a bt n bt n bbbt ne et e 48,360

2025 e bt bt h bt a bttt b et n bbbt ne bt ene 48,360

2026 ..ttt bt bttt a bttt b et n b et b et ne bt ene 20,150

Total minimum operating 1ease Payments...........ccoeeveeevereerieriereeieeeeeeesieeneeesee e 165,230

Less amount repreSenting iNEEIEST.......eveeverrierrierieerierieeiesieesteeeeeeeeereseeesseenseesesnnes (11,689)

Present value of net minimum operating lease payments............cecceeververeereeennennne. $ 153,541

Below is a summary of lease costs for the year ended December 31: 2022 2021
Interest on finance 1ease HabIlItIES .........ccvivviiiiiiiiieceiecee e $ 15,978 $ 41,319
Amortization of finance lease right-0f-use assets............ccevvverieriieciieiieriesiereeeeeee, 174,502 185,960
FINANCE 108SE COSL...vviuiriiiirieiiieieiieieiee ettt ettt s s bt sesene s $ 190,480 $ 227,279
OPEratiNng [EASE COSL....eviriieiieiieiieeieseesteste et eteste st e et eteenbeestessaessaesseenseenseensesnnes $ 48,360 $ 26,891

Other information:

Right-of-use assets obtained in exchange for new operating lease..............ccceeuenee. $ - $ 217,490

Weighted-average remaining lease term-finance 1€ases.........ccccoeverereecevenieniennenn 3 months 13 months
Weighted-average remaining lease term-operating 1ases..........ccoecvevvereereeereenennn. 41 months 53 months
Weighted-average discount rate-finance [€ases.........c.cceeeeeuenieneneneneneeienieniennenne 13.67% 12.34%
Weighted-average discount rate-operating 1€ases...........ccvevvvevveeeeeierieneenieeseeeennes 4.25% 4.25%
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Notes to Financial Statements

5. CONSTRUCTION IN PROCESS
Construction in process at December 31, 2022 consisted of costs for the construction of a Church building on land
in Prosper, Texas. The building will be home to the Prosper campus when completed in the third quarter of 2023.
Included in accounts payable at December 31, 2022 are payables related to construction of approximately
$762,000, including retainage of $495,000.

6. DEFINED CONTRIBUTION PLAN

The Organization participates in a 403(b) employee benefit plan. The Organization's expenses for this plan totaled
approximately $297,000 and $290,000 for the years ended December 31, 2022 and 2021, respectively.

7. SUBSEQUENT EVENTS

Management has evaluated subsequent events through June 23, 2023, the date the financial statements were
available to be issued.
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