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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Fonkoze USA, Inc.
Washington, D.C.

We have audited the accompanying balance sheets of Fonkoze USA, Inc. (a not-for-profit
organization) as of December 31, 2001 and 2000 and the related statements of activities,
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 audit 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 Fonkoze USA, Inc. as of December 31,2001 and 2000
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.

KM,C\JWL + /%\-h—-'«', (P

June 17, 2002



FONKOZE USA, INC.
BALANCE SHEETS

December 31, 2001 and 2000

2001 2000
ASSETS
CURRENT ASSETS
Cash $ 64,340 48,392
Interest receivable 5,894 4,023
l.oans receivable - current portion 172,350 191,000
Other receivables 22,500 -
TOTAL CURRENT ASSETS 265,084 243,415
LOANS RECEIVABLE - less current portion 972,925 664,900
TOTAL ASSETS $ 1,238,009 908,315
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable $ 3,607 -
Interest payable 4,760 3,858
Loans payable - investors, current portion 172,350 191,000
Other payables 6,210 -
TOTAL CURRENT LIABILITIES 186,927 194,858
LOANS PAYABLE - INVESTORS, less current portion 972,925 664 900
TOTAL LIABILITIES 1,159,852 859,758
NET ASSETS
Unrestricted 75,207 46,477
Temporarily restricted 2,950 2,080
TOTAL NET ASSETS 78,157 48,557
TOTAL LIABILITIES AND NET ASSETS $ 1,238,009 908,315

See accompanying notes.

9.



IMI
‘sgjou BulAuedwoooe asg

/558F $ 080 ¢ @ Zvor § iGL8L § 056z § @ l0ZSL 8§ Hv3IA 40 ANT LY S13SSVY LN
0€L'6¥ 06€'} OvLiy /GG8Y 080'C 1L¥9F HY3A 40 SNINNID3G 1Y 81388V LIN
(£28) 069 {(goz't) 009'6Z 048 0£2'82 $138SY L3N N IDONYHD
GBG'GCS - G55 GeS ZLE'089 - ZLE'0ge SASNI4XI TWLOL
666'CEL - 666'ZEL 906141 - 906'L4 1L 5$32IAY3S ONILHO4dNS V101
8Z.'v6 - 926 956 1E1 - 956'LEL UOHBSIUILLPY
L£Z'8E - 1/2°8€ 056'sY - 0S6'sP Buisieipung
SIADIAYIS ONILHOLdNS
98G'Z6¢ - 98G'Z6E 0¥ 205 - 90%'20S $321AYIS WVHS0HEd TWLOL
v2Z'09 - $2. 09 $20'85 - 52085 uoneanps
£22'11 . €L GLLg - GlLL'z sjuelf Jauio
£66'6E - £56'SE +65'8. - ¥65'8. BMPUOC] JO UOJIBID0SSY JUBSE 0) SJUEBIS
ovS'29 - 0vS'/9 Gi'Ze - Sb1'zE 8SNOH UONEYSIA 0} SIUBID
965'91Z - 985'9LZ LZ6'088 - 126'08E HEH 9Z05U04 0} SJUBIS)
SADIAYIS NvHDHOHd
S§3agNIdX3
ZL0'5eS 069 Zeeves ZL6'80L 0.8 ZF0'B0Z SINNIATY TWLOL
- (1/8'0%¢8) 128'09¢ - (190'8vz) 190°8%¢ suoioK;sal weiboid Jo Uonoelsses

'SUONOL}SAI WO pasealal SJossE jopN
- - - - - - awooul uoiebaEg

69Z'LL - 69222 264'001 - 18/'00L SUIONNAUILOD PU-U|
018'9l - oLs‘gl 99g'9Z - §9t'92 sLodUl 3s=219)U[
£6E'VT £BE'PT - ££0'82 £e0's 000'0Z punj sowy
L1g'zeT £20'6LL §8.'€5 9’158 869'99 8E8'¥8E SUOINGMILED siouop Jofep
08s') - 085°L - - - SUCHNCLAUGS SBDIY0 OO
1281 Grl'g 9z.'01 20.L'92 - 0L'92 SUQINGLIUOD fenplalpul
ooo'szl 0c0°szh - 000'¥vLL 000'PLL " sjuRlo)
giL'gc § Qoo'sz $ gL't % 827 ¢ - g glzz % SUORNQLILICD LELS pUE plecd
S3INNIAIY
|10, pajosey pelosalun EEI polailsay pajoMsalun
Alelodws ) Ajuelodwa |

C002 1002

000¢ PUB LO0Z ‘LE Jaquadaq pepul SiesA
SAILAILDY JO SINANILVLS

"ONI 'YSN FZOANCH



I.VI

"sejou BulAuedwicooe seg

ZLe'o89 ¢ 986°'lElL $ 056'Sy ¢ GZ0'8g $ 18E' PPy &

6e8'C - Ge8'z - -

9/6'G 9/6'S - - -

0SL'L 0S1'L - - -

£85'89 6T e olL'cl 6/5'02 -

868'Z - 62l BZF'L -

069°G - GZ8'e 528°C -

008'S 008°c - - -

6/0'2L ¥¥9'6€ ¥16°TL Lot'6l -

BGE'S 65¢'G - - -

G/6'GL G/6'Gl - - -

LEL LEL - - -

gL'y Gog'z BL'L o6 -

668y 6.6 0it'L 0s¥'z -

L16'L L16°L - - -

020'7L - 0104 0L0'L -

G8T's 950'} 986'} ev9'T -

reo'cl rZ9'cl - - -

zie'L - 989 989 -

5LLT - - - GLL'z

¥65'8. - - - ¥65°8.

G¥/'2E - - - T IAAS

126'0gE - - - 176°0EE

889's $ 889'G $ - $ - ¢ - $
{B101 uonelisiniwpy m:_w_m._vC3n_ uopeone3g SlUeIsy

L0OZ 'LE J8quisdag papus Jesh
SASNIdX3T TYNOILONNL 40 LNIWI1VLS

"ONI 'YSN AZOMNOA

WioL

Buisiyenpy

SOXE] ||0lAey
suoneuog

saueles

SNo3LE||90sIA
sasuadxa punj souy
Wwad 80

$9IIAUSS |BUOISSBI0Id
@ouRINsy|

osuadxe jsa1a)u]
safieyo yueyg

|anel |

sucydsia]

salddng

Buguug

abejsogq

sBunasw preog
uBisapnoie]

sjuelb J8 Y0

BMPUOA JO UONIBIDOSSY JUBSRad 0} SjUsls)
8SNoH UONEYSIA 0] SiuelD
nleH 9z0%Uo4 O} SjUBl
sa8) Buinsuan



lml

‘sajou ButAuedwooaoe @sg

Gesszs ¢ 8T.'v6 $ WEACE $ v2.'09 $ zog'tee $

L'z orlL'T - - -

GGe'elL GSE'Cl - - -

¥70'9 - 220t zeon'e -

290y 890y - - -

06¢ 06¢ - - -

08¥'cL 0¥L'9g 969'71L 70'cT -

821 2821 - - -

885 886 - - -

vri'e vry's - - -

198 198 - - -

8G6'G z6L'L £8e'2 £8¢'Z -

5v9'c 82. 760"l £28'L -

G/8 G/8 - - -

Z£9'0L - 01£'s 9le's -

zee'y 4 192'1L 1LL'Z -

£2l's £Z.'8 - - -

G¥6'C - iVl eiv'L -

€LL'LL - - - Ll

£66'GE - - - £56°GE

0¥S'.L9 - - - ors2L9

965'0Le - - - 965912

coL'Sy $ 0es'cl $ 120'6 $ z8s'ee $ - $
[=ateX § UoesiuIpyY Buisieipuny uoieonp3 SjuBID)

SIASNADXT TYNOILINNG 4O LNIWILVYLS

OOON ‘1¢ Jaquiana(] pepud Jesp

"ONI 'YSN JZOMNOS

V10l

SNoaUe||9astN

sspWwoD g9

pun} oWy

sl 8210

soagy Buly |[enuuy

SO0IAISS [BUOISS3}0.d
aouBInsSU|

sa2Jn0sal pue diysiaguiasiy
asUadxs 1salau]

sableyo yueg

ELCIT

suoydaje)

salddng

- Bupuug

abesod

sBunesuwl pisog
ubisapancie

sjuelb Jalio

2MpLUO JO UOIIBIDCSSY JUBSESd 0} SJUBID
29SNOH UCIBYSIA 0} SJUBID)
eH 2ZOHUO Q) SIUBID)
saa) Buynsuon



FONKOZE USA, INC.
STATEMENTS OF CASH FLOWS

Years Ended December 31, 2001 and 2000

2001 2000
CASH FLOWS FROM OPERATING ACTIVITIES
Change in nef assets 29,600 $ (573)
Adjustments to reconcite change in net assets
to net cash used by operating activities:
{Increase) decrease in:
interest receivable (1,871) 558
Loans receivable (289,375) (243,400)
Other receivables (22,500) -
Increase (decrease) in: ‘
Accounts payable 3,607 -
Interest payable 902 (3,914)
Loans payable - investors 289,375 243,400
Other payables 6,210 -
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES 15,948 (3,929)
NET INCREASE (DECREASE) IN CASH 15,948 (3,929)
CASH AT BEGINNING OF YEAR 48,392 52,321
CASH AT END OF YEAR 64,340 $ 48,392
SUPPLEMENTAL DISCLOSURES
Cash paid during the year for:
Interest 15,073 $

Income taxes

See accompanying notes.
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FONKOZE USA, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

NOTE A - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Fonkoze USA, Inc. (the Organization) was established at the initiative of individuals in the
United States to raise both donated and invested funds in order to provide grants, loans,
and technical assistance to the organized poor of Haiti, and to promote education in the
U.S. about alternative approaches to democratic and sustainable economic developmentin
Haiti. At the first organizational meeting, the Board of Directors of Fonkoze USA, Inc.
voted that Fonkoze Haiti (a Haitian Foundation) would be a recipient of such grants and
loans approved by the Board to support programs and activities benefiting the poor. Ata
subsequent meeting of the Board of Directors, additional Haitian organizations were
approved as Fonkoze USA, Inc. grant recipients.

Basis of Presentation

Financial statement presentation follows the recommendations of the Financial Accounting
Standards Board in its Statement of Financial Accounting Standards (SFAS) No. 117,
“Financial Statements of Not-for-Profit Organizations.” Under SFAS No. 117, the
Organization is required to report information regarding its financial position and acfivities
according to three classes of net assets: unrestricted net assets, temporarily restricted net
assets, and permanently restricted net assets. At December 31, 2001 and 2000, the
Organization had no permanently restricted net assets. Temporarily restricted net assets
consisted of:

2001 2000
Visitation House 3 450 $ 2,080
Fonkoze Haiti 2,500 -
Total temporarily restricted net assets $ 2,950 $ 2,080

Estimates

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

Cash

For purposes of the financial statement presentation, cash includes all demand accounts.

-7



FONKOZE USA, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

NOTE A - NATURE OF ACTIVITIES AND SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Receivables

The Organization does not maintain an allowance for doubtful accounts, as all amounts are
deemed to be collectible. All amounts are due from Fonkoze Haiti.

Revenue and Expenses

The Organization's financial statements are prepared using the accrual method of
accounting. In accordance with this method of accounting, revenues are recognized in the
period in which they are earned and expenses are recognized in the period in which they
are incurred. All revenue and expenses which are applicable to future periods have been
presented as deferred or prepaid on the accompanying balance sheets.

Restricted and Unrestricted Revenue

Contributions are recorded as unrestricted, temporarily restricted, or permanently restricted
support, depending on the existence and/or nature of any donor restrictions.

Donor-restricted revenue is reported as an increase in temporarily or permanently
restricted net assets, depending on the nature of the resiriction. When a restriction expires
(that is, when a stipulated time restriction ends or purpose resfriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the statements of activities as net assets released from restriction.

Income Taxes

The Organization has been granted exemption from federal income taxes under Section
501(c)(3) of the Internal Revenue Code and is not classified as a private foundation.



FONKOZE USA, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

NOTE B - AFFILIATED ORGANIZATIONS

The Organization shares a common mission with Fonkoze Haiti. Donations and loans
acquired by the Organization are donated through grants and loans to Fonkoze Haiti. Two
of sixteen board members are common to the Organization and Fonkoze Haiti. Grants
made to Fonkoze Haiti were $330,927 and $216,596 for the years ended December 31,
2001 and 2000, respectively. Loans made to Fonkoze Haiti were $1,145,275 and
$855,900 for the years ended December 31, 2001 and 2000, respectively. interest
received on loans from Fonkoze Haiti was $24,277 and $5,703 for the years ended
December 31, 2001 and 2000, respectively.

One board member of the Organization is also a board member of the Peasant Association
of Fondwa, located in Haiti. Grants made to the Peasant Association of Fondwa equaled
$78,594 and $35,953 for the years ended December 31, 2001 and 2000, respectively.

NOTE C - DONATED SERVICES

The services of an attorney have been donated to the Organization for various corporate
matters for the years ended December 31, 2001 and 2000 in the amounts of approximately
$95,800 and $68,953, respectively. In the year 2001, $31,000 of the total donated attorney
services was devoted solely to lcans to Fonkoze Haiti and the related expense was
allocated to grants to Fonkoze Haiti. The expenses related to the remaining value of these
services has been allocated to various functional areas based on management's
estimation on the statements of activities. Additional services for travel, room, and board
provided for a Fonkoze student were donated by various professionals. The total estimated
value of these donations for the years ended December 31, 2001 and 2000 are $4,997 and
$8,316, respectively. All donated services have been reflected as in-kind contributions in
the accompanying financial statements.

NOTE D - LEASE

The Organization occupies office space in Washington, D.C. The rental payments are
made under lease terms that are in force on a month-to-month basis. Rent expense forthe
years ended December 31, 2001 and 2000 were $3,800 and $4,068, respectively.



FONKOZE USA, INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2001 and 2000

NOTE E - LOANS PAYABLE - INVESTORS

The loans payable balances of $172,350 and $191,000, current portion, and $972,925 and
$664,900, long-term portion, as of December 31, 2001 and 2000, respectively, are
comprised of payables to various investors who have made loans to Fonkoze USA, Inc. to
support its programs and activities. The interest rate on these loans payable vary between
zero and four percent, and the maturity dates vary up to November 2008. Interest expense
on loans payable was $15,975 and $9,444 for the years ended December 31, 2001 and
2000, respectively.

Maturity on the loans is as follows:

2002 $ 172,350
2003 188,325
2004 269,500
2005 262,100
2006 188,000
Thereafter 65,000

1,145,275
Less: current portion 172,350

LOANS PAYABLE - INVESTORS,
fess current portion $ 972,925

-10-



