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DHG

Independent Auditors’ Report

Board of Directors
Heart for Lebanon Foundation
Black Mountain, NC

We have audited the accompanying financial statements of Heart for Lebanon Foundation, which
comprise the statements of financial position as of December 31, 2020 and 2019 and the related
statements of activities and changes in net assets, functional expenses, and cash flows for the years
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Heart for Lebanon Foundation as of December 31, 2020 and 2019, and the results
of 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.

Asheville, NC
April 1, 2021

DHG is registered in the U.S. Patent and Trademark Office to Dixon Hughes Goodman LLP.
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Heart for Lebanon Foundation
Statements of Financial Position
December 31,2020 and 2019

ASSETS

Current assets:
Cash and cash equivalents
Investments
Cash and cash equivalents, restricted
Investments, board designated

Total current assets

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable
Total current liabilities
Net assets:
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

2020 2019
2,156,330 1,176,877
2,898,981 1,665,389

- 118,340

750,072 531,717
5,805,383 3,492,323
11,536 9,714
11,536 9,714
5,793,847 3,364,269
- 118,340
5,793,847 3,482,609
5,805,383 3,492,323

See accompanying notes.



Heart for Lebanon Foundation

Statements of Activities and Changes in Net Assets

Year Ended December 31,2020

Support and revenues:
Contributions
Dividends and interest
Investment gain, net
Net assets released from restrictions
Total support and revenues
Expenses:
Program services:
General programs
Missionary services
Total program services
Supporting services:
Management and general
Fundraising
Total supporting services
Total expenses
Change in net assets

Net assets, beginning of year

Net assets, end of year

Without With

Donor Restrictions Donor Restrictions Total
$ 5,689,732 $ 1,598,860 $ 7,288,592
59,839 - 59,839
174,426 - 174,426
1,717,200 (1,717,200) -
7,641,197 (118,340) 7,522,857
4,567,500 - 4,567,500
170,000 - 170,000
4,737,500 - 4,737,500
235,061 - 235,061
239,058 - 239,058
474,119 - 474,119
5,211,619 - 5,211,619
2,429,578 (118,340) 2,311,238
3,364,269 118,340 3,482,609
$ 5,793,847 $ - $ 5,793,847

See accompanying notes.



Heart for Lebanon Foundation

Statements of Activities and Changes in Net Assets

Year Ended December 31, 2019 (Continued)
Without With
Donor Restrictions Donor Restrictions Total
Support and revenues:
Contributions $ 2,495,985 $ 3,149,446 $ 5,645,431
Dividends and interest 74,943 - 74,943
Investment loss, net 213,122 - 213,122
Net assets released from restrictions 3,383,523 (3,383,523) -
Total support and revenues 6,167,573 (234,077) 5,933,496
Expenses:
Program services:
General programs 3,731,319 - 3,731,319
Missionary services 160,000 - 160,000
Total program services 3,891,319 - 3,891,319
Supporting services:
Management and general 508,357 - 508,357
Fundraising 424,046 - 424,046
Total supporting services 932,403 - 932,403
Total expenses 4,823,722 - 4,823,722
Change in net assets 1,343,851 (234,077) 1,109,774
Net assets, beginning of year 2,020,418 352,417 2,372,835
Net assets, end of year $ 3,364,269 $ 118,340 $ 3,482,609

See accompanying notes.



Heart for Lebanon Foundation
Statements of Functional Expenses
Year Ended December 31,2020

General Missionary Total Management Fund- Total
Programs Services Program and General Raising Supporting Total

Advertising and promotion $ 367,853 $ - $ 367,853 $ - $ 123,952 $ 123,952 $ 491,805
Communications 48,591 - 48,591 14,926 8,505 23,432 72,023
Compensation 325,288 - 325,288 92,939 46,470 139,409 464,697
Contract services 122,476 - 122,476 18,914 28,371 47,285 169,760
Direct funding 3,615,800 170,000 3,785,800 - - - 3,785,800
Insurance - - - 2,476 - 2,476 2,476
Investment and bank fees 46,954 - 46,954 15,651 - 15,651 62,605
Office expenses 3,917 - 3,917 3,917 - 3,917 7,834
Professional fees - - - 32,875 - 32,875 32,875
Rent and utilities - - - 43,370 - 43,370 43,370
Telephone - - - 2,052 - 2,052 2,052
Travel and transportation 36,621 - 36,621 7,940 31,760 39,700 76,321

Total expenses $ 4,567,500 $ 170,000 $ 4,737,500 $ 235,061 $ 239,058 $ 474119 $ 5,211,619

See accompanying notes.



Heart for Lebanon Foundation
Statements of Functional Expenses

Year Ended December 31, 2019 (Continued)
General Missionary Total Management Fund- Total
Programs Services Program and General Raising Supporting Total

Advertising and promotion $ 60,125 $ - $ 60,125 $ 52913 $ 120,303 $ 173,216 $ 233,341
Communications 19,431 - 19,431 23,227 9,379 32,606 52,037
Compensation 101,004 - 101,004 202,008 101,004 303,012 404,016
Contract services 79,252 - 79,252 142,654 95,102 237,756 317,008
Direct funding 3,388,648 160,000 3,548,648 - - - 3,548,648
Insurance - - - 2,331 - 2,331 2,331
Office expenses 4,252 - 4,252 4,252 - 4,252 8,504
Professional fees - - - 30,290 - 30,290 30,290
Rent and utilities - - - 38,351 - 38,351 38,351
Telephone - - - 2,680 - 2,680 2,680
Travel and transportation 78,607 - 78,607 9,651 98,258 107,909 186,516

Total expenses $ 3,731,319 $ 160,000 $ 3,891,319 $ 508,357 $ 424,046 $ 932,403 $ 4,823,722

See accompanying notes.



Heart for Lebanon Foundation
Statements of Cash Flows
Years Ended December 31,2020 and 2019

Cash flows from operating activities:
Change in net assets $
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Realized and unrealized (gains) on investments
Changes in operating assets and liabilities:
Accounts payable and other current liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of investments
Proceeds from sale of investments

Net cash used by investing activities

Cash flows from financing activities:
Proceeds from PPP loan
Repayment of PPP loan

Net cash used by investing activities

Increase in cash

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year $

As presented on statements of financial position:
Cash and cash equivalents $
Cash and cash equivalents, restricted

Cash and cash equivalents, end of year $

2020 2019

2,311,238 1,109,774
(174,426) (213,122)
1,822 (6,446)
2,138,634 890,206
(1,374,288) (753,573)
96,767 221,627
(1,277,521) (531,946)
66,000 -
(66,000) -
861,113 358,260
1,295,217 936,957
2,156,330 1,295,217
2,156,330 1,176,877
- 118,340
2,156,330 1,295,217

See accompanying notes.



Heart for Lebanon Foundation
Notes to Financial Statements

Notes to Financial Statements

1.  Summary of Significant Accounting Policies

Nature of foundation

Heart for Lebanon Foundation (the “Foundation”) was incorporated on June 25, 2007 and is a nonprofit
corporation whose purpose is to facilitate proper education, provide humanitarian aid, strengthen community
development, and to assist individuals living within the country of Lebanon in recovering from the effects of war
through the provision of relief supplies and services.

The Foundation’s support comes primarily through fundraising events, individual contributions and corporate
contributions.

Basis of accounting

The Foundation’s financial statements have been prepared using the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America.

Financial statement presentation

The Foundation is required to report information regarding its financial position and activities according to two
classes of net assets: net assets without donor restrictions and net assets with donor restrictions.

Net Assets Without Donor Restrictions — Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions. The governing board has designated, from net assets
without donor restrictions, net assets for board-designated endowments.

Net Assets With Donor Restrictions — Net assets subject to donor- (or certain grantor-) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will be met by
the passage of time or other events specified by the donor. Other donor-imposed restrictions are
perpetual in nature, where the donor stipulates that resources be maintained in perpetuity.

Support that is restricted by the donor is reported as an increase in net assets without donor restrictions if the
restriction expires in the reporting period in which the support is recognized. All other donor-restricted support is
reported as an increase in net assets with donor restrictions, depending on the nature of the restriction. When a
restriction expires (that is, when a stipulated time restriction ends or purpose restriction is accomplished), net
assets with donor restrictions are reclassified to net assets without donor restrictions and reported in the
statements of activities as net assets released from restrictions.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect certain amounts and disclosures. Accordingly, actual
results could differ from those estimates.

Cash and cash equivalents

For the purpose of the statement of cash flows, the Foundation considers all money market account balances to
be cash equivalents, except those that are part of the investment portfolio.



Heart for Lebanon Foundation
Notes to Financial Statements

Investments

Investments in marketable securities that have readily determinable fair values and all debt securities are stated
at fair value in the statement of financial position. Unrealized gains and losses are included in the change in net
assets in the accompanying statement of activities. The Foundation maintains money market funds and mutual
funds which are stated at fair value based on market price on December 31, 2020 and 2019.

Investment income is recorded net of investment expenses. For the years ended December 31, 2020 and 2019,
investment expenses were $30,439 and $25,925, respectively.

The Foundation's investment portfolio is exposed to various risks, such as interest rate risk, market risk, and
credit risk. Because of the level of risk associated with such investments, changes in their values will occur, and
such changes could materially affect the amounts reported in the Foundation's financial statements.

Donated services

The Foundation receives donated services from a variety of unpaid volunteers assisting in its activities.
Contributed services are recorded only if the service creates or enhances nonfinancial assets, requires a
specialized skill, is performed by persons possessing those skills and would otherwise have to be purchased.
There were no contributed services that met these criteria.

Functional expenses

The Foundation allocates its expenses on a functional basis among its various programs and support services.
Expenses that can be identified with a specific program or support service are allocated directly according to their
nature and expenditure classification. Other expenses that are common to two or more functions are allocated
based on management's estimate of the program activities benefited. General and administrative expense provide
for the overall support and direction of the Foundation.

Income taxes

Heart for Lebanon Foundation is incorporated as a nonprofit corporation under the laws of the State of North
Carolina. It qualified as a tax-exempt entity under Section 501(c)(3) of the Internal Revenue Code (“IRC”) and is
not subject to federal income taxes except for income from its unrelated business activities. In addition, the
Foundation qualifies for the charitable contribution deduction under Section 170(b)(1)(A) and has been classified
as a Foundation that is not a private foundation under Section 509(a)(2).

Tax positions

The Foundation follows the provisions of "Accounting for Uncertainty in Income Taxes" issued by the Financial
Accounting Standards Board (“FASB”) which clarifies the accounting for the recognition and measurement of the
benefits of individual tax positions in the financial statements, including those of nonprofit foundations. Tax
positions must meet a recognition threshold of more-likely-than-not in order for the benefit of those tax positions to
be recognized in the Foundation's financial statements.

The Foundation analyzes tax positions taken, including those related to the requirements set forth in IRC Sec.
501(c) to qualify as a tax exempt Foundation, activities performed by volunteers and board members, the
reporting of unrelated business income, and its status as a tax-exempt foundation under North Carolina state
statute. The Foundation does not know of any tax benefits arising from uncertain tax positions and there was no
effect on the Foundation's financial position or changes in net assets as a result of analyzing its tax positions.



Heart for Lebanon Foundation
Notes to Financial Statements

Advertising costs

Advertising costs are charged to operations when incurred.

Conflict of interest policy

It is the policy of the Foundation that all officers and directors shall disclose any conflict of interest between their
own individual interests and the interests of the Foundation. The Foundation has a conflict of interest policy
whereby board members must advise the board of any direct or indirect interest in any transaction or relationship
with the Foundation and not participate in discussions and decisions regarding any action affecting their
individual, professional, or business interests.

Subsequent events

Subsequent events were reviewed for the Foundation through April 1, 2021, the date the financial statements
were available to be issued.

2. Liquidity and Availability

Financial assets available for general expenditure, that is, without donor or other restrictions limiting their use,
within one year of the statement of financial position date, comprise the following:

2020 2019
Total cash and cash equivalents $ 2,156,330 $ 1,176,877
Investments 2,898,981 1,665,389
Investments, board designated 750,072 531,717
Total $ 5,805,383 $ 3,373,983

As part of the Foundation’s liquidity management plan, cash in excess of daily requirements is invested in short-
term investments.

3. Investments
Investments consist of the following at December 31:

2020 2019

Investments:
Investments $ 2,898,981 $ 1,665,389
Investments, board designated 750,072 531,717
$ 3649053 § 2,197,106

Investments:
Equities $ 2,842,208 $ 1,866,333
Fixed income 203,454 118,366
Cash 603,391 212,407

$ 3,649,053 $ 2,197,106
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Heart for Lebanon Foundation
Notes to Financial Statements

4, Restrictions on Net Assets

Net assets with donor restrictions consist of contributions restricted by donors for particular purposes. The
remaining portion of such contributions as of December 31, 2020 and 2019 consists of the following:

2020 2019

Children at risk 3 - $ 118,340

5. Restricted Contributions

Total restricted contributions for the year ending December 31, 2020 and 2019 were as follows:

2020 2019
Relief & community care $ 1,150,757 $ 1,075,330
Children at risk 448,103 711,182
Capital campaign - 1,362,934

$ 1508860 § 3.149.446

6. Related Party Transactions

Heart for Lebanon, a legal nongovernmental organization in Lebanon, received a total of approximately
$3,615,800 and $3,388,000 during the years ended December 31, 2020 and 2019, respectively, from the
Foundation.

Dr. Camille Melki is the CEO for the Foundation and the affiliated Heart for Lebanon based in Lebanon. Dr. Melki
is contracted annually by the Foundation's Board of Directors to serve as a missionary who raises his own
financial support, and as CEOQO, to oversee the day-to-day operations of the affiliated Lebanese organization. He
reports to and is accountable to the Foundation's Board of Directors and the affiliated Lebanese organization's
General Assembly. During the years ended December 31, 2020 and 2019, the Chief Executive Officer received
approximately $170,000 and $160,000 in missionary support, respectively.

The members of the Foundation's board of directors contributed approximately $10,500 and $16,000 in 2020 and
2019, respectively.

The Foundation contracts services for day-to-day operations with a company that is related to a board member
whom retired from the Organization before 2020. In December 31, 2019, the Foundation paid $150,000, to this
company to perform the general administration function and the fundraising function. The Foundation also used a
company related to a board member to facilitate radio advertisements. The Foundation reimbursed the company
$252,302 during the year ended December 31, 2019 for these advertisements. As the board member discussed
above retired prior to 2020, there is no related party relationship to disclose for this period.

In 2019, the Foundation rented office space from a relative of the Chief Operating Officer, under a lease
agreement that expires in 2026. During 2019, the Foundation paid $36,000 in rental expense. The Chief
Operating Officer position turned over prior to 2020, therefore this was not a related party relationship in 2020.
Rent Expense for 2020 was $40,800.

n



Heart for Lebanon Foundation
Notes to Financial Statements

Minimum future lease payments are estimated as follows:

2021 $ 42,900
2022 42,900
2023 42,900
2024 42,900
2025 42,900
Thereafter 42,900
Total $ 257,400

7. Concentration of Credit Risk and Contingencies

The Foundation's cash deposit balances on occasion may exceed the FDIC limit during the year. Management
believes that it is not exposed to any significant credit risk on its cash balances.

Financial instruments, which potentially subject the Foundation to concentrations of credit risk, consist of money
market accounts and investment securities. The Foundation has significant investment in various types of mutual
funds and therefore, is subject to concentration of credit risk. Investments are made by an investment manager
engaged by the Foundation, and is monitored by the board of directors. Although the fair value of investments is
subject to fluctuations on a year-to-year basis, management believes the investment policy is prudent for the long-
term welfare of the Foundation and its purpose.

8. Concentration of Revenue and Support

In 2020 and 2019, the Foundation received 38% and 43% of its support from the five largest donors, respectively.
Revenues from the major sources for the years ended December 31, 2020 and 2019 are as follows:

2020
Not-for-profit 1 $ 1,275,570
Christian Ministry Organization 1 557,250
Not-for-profit 2 375,000
Christian Ministry Organization 2 280,000
Not-for-profit 3 253,000
All other sources 4,547,772
$ 7,288,502

2019
Church $ 1,002,581
Not-for-profit 1 489,414
Christian Ministry Organization 1 421,200
Christian Ministry Organization 2 255,980
Not-for-profit 3 248,000
All other sources 3,228,256
$ 5,645,431

12



Heart for Lebanon Foundation
Notes to Financial Statements

9. Functional Allocation of Expenses

The Foundation provides direct funding for programs based in Lebanon. This amount was remitted to an affiliated
Foundation in Lebanon. Management and general expenses consisted mainly of financial administration
expenses and for day-to-day operations. Fund raising expenses are costs related to fundraising campaigns in the
United States and related travel and communication costs.

The direct funding program expenditures in 2020 and 2019 were for the following:

2020 2019
Relief and Community Care $ 1,724,000 $ 1,086,560
Children at Risk 576,000 694,340
Capital Campaign 348,800 1,351,704
Beirut Explosion 967,000 -

$ 3,615,800 $ 3,132,604

10. Fair Value Measurements

Assets recorded at fair value in the statement of position are categorized based upon the level of judgment
associated with the inputs used to measure their fair value. Level inputs are defined as follows:

Level 1. Unadjusted quoted prices in active markets for identical assets and liabilities.

Level 2. Observable inputs other than those included in Level 1, such as quoted market prices
for similar assets or liabilities in active markets, quoted market prices for identical
assets or liabilities in inactive markets, and inputs that are derived principally from or
corroborated by observable market data by correlation or other means.

Level 3. Significant unobservable inputs reflecting management's own assumptions about the
inputs used in determining the fair value.

Fair values of assets measured on a recurring basis as of December 31, 2020 and 2019 are as follows:

Assets at Fair Value as of December 31, 2020
Level 1 Level 2 Level 3 Total

Marketable securities $ 3,045662 $ - 8 - $ 3,045,662

Assets at Fair Value as of December 31, 2019

Level 1 Level 2 Level 3 Total
Marketable securities $ 1,984,699 $ - $ - $ 1,984,699

The Foundation had $603,391 and $212,407 of cash and cash equivalents held in investment accounts as of
December 31, 2020 and 2019, respectively, which was not classified as a level as prescribed within the provision.

13



Heart for Lebanon Foundation
Notes to Financial Statements

Fair values for investments are determined by reference to quoted market prices and other relevant information
generated by market transactions.

11. COVID-19 and Payroll Protection Program

The World Health Organization declared the outbreak of COVID-19, a novel strain of Coronavirus, a pandemic.
The coronavirus outbreak is disrupting supply chains and affecting production and sales across a range of
industries. The extent of the impact of the outbreak on the Foundation’s operational and financial performance will
depend on certain developments, including the duration and spread of the outbreak, impact on our donors,
employees and vendors, and governmental, regulatory and private sector responses. The financial statements do
not reflect any adjustments as a result of the subsequent increase in economic uncertainty.

In response to the COVID-19 pandemic, the Coronavirus Aid, Relief and Economic Security (CARES) Act was
signed into law on March 27, 2020. One provision of the law included the expansion of the availability of funds by
establishing the Payroll Protection Program (PPP), a new loan program under the Small Business Administration’s
7(a) program. An additional feature of this program is that a portion or all of loans under the PPP may effectively be
converted to a grant through a special loan forgiveness provision if certain criteria are met. Any portion of a PPP
loan that is not forgiven has a term of two years, and bears interest at 1%, with repayments deferred for ten months
from the date of the loan. In April 2020, the Foundation applied for and received a PPP loan of $66,000. This PPP
loan was repaid in full in May 2020. This PPP loan was repaid in full in May 2020 because of the generosity of
Foundation donors and God's blessing on the ministry, therefore the funds could not be used as the loan purpose
was intended.
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