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BESTEN « DIERUF...

CERTIFIED PUBLICACCOUNTANTS

INDEPENDENT AUDITORS’ REPORT

To the Finance Committee of
Immanuel Baptist Church
Lexington, Kentucky

We have audited the accompanying financial statements of Immanuel Baptist Church (a nonprofit organization),
which comprise the statement of financial position as of December 31, 2020 and the related statements of activities,
functional expenses, and cash flows for the year 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
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 auditor's 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 Immanuel Baptist Church as of December 31, 2020 and the changes in its net assets and its cash flows for the
year then ended in accordance with accounting principles generally accepted in the United States of America.

1t Df s

Lexington, Kentucky
April 30, 2021

190 Market Street | Lexington, Kentucky | 40507 | www.BandDcpa.com
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IMMANUEL BAPTIST CHURCH
STATEMENT OF FINANCIAL POSITION

ASSETS
CURRENT ASSETS
Cash
Accounts receivable

INVESTMENTS
D.G. Gridley annuity and life insurance policy
Mutual funds
KBF endowment

PROPERTY AND EQUIPMENT
Land
Land improvements
Buildings
Equipment
Vebhicles

Allowance for depreciation

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable
Credit cards payable
Payroll taxes and benefits payable
Note payable - current portion

NET ASSETS
Without donor restrictions
With donor restrictions

DECEMBER 31, 2020

TOTAL CURRENT ASSETS

TOTAL INVESTMENTS

TOTAL PROPERTY AND EQUIPMENT
PROPERTY AND EQUIPMENT - NET

TOTAL ASSETS

TOTAL CURRENT LIABILITIES

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See Independent Auditors' Report and Notes to Financial Statements.
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2,024,993
550

2,025,543

2,842
1,058
12,495

16,395

951,784
763,831
17,243,744
1,183,919
62,747

20,206,025
(10,518,857)

9,687,168

11,729,106

115,077
38,425
15,439

159,157

328,098

10,598,514
802,494

11,401,008

11,729,106




IMMANUEL BAPTIST CHURCH
STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2020

REVENUES
Tithes and offerings
Supporting revenue
Miscellaneous revenue
Sales revenue
Program revenue
Service revenue
Rental income
Investment income
Unrealized gain (loss)
Unbudgted contributions
Net assets released from restriction:
Satisfaction of program restrictions

TOTAL REVENUES
EXPENSES
Program services
Supporting services:
Management and general
Fundraising
TOTAL EXPENSES
CHANGE IN NET ASSETS

NET ASSETS BEGINNING OF YEAR

NET ASSETS END OF YEAR

See Independent Auditors' Report and Notes to Financial Statements.

Without Donor With Donor
Restrictions Restrictions TOTAL

$ 4,773,461 - 4,773,461
267,174 - 267,174

23,960 - 23,960

16,934 - 16,934

144,018 - 144,018

33,253 - 33,253

5,600 - 5,600

13,477 - 13,477
(1,996) 1,336 (660)

- 348,588 348,588

215,861 (215,861) -
5,491,742 134,063 5,625,805
4,546,037 - 4,546,037

698,137 - 698,137

5,244,174 - 5,244,174

247,568 134,063 381,631
10,350,946 668,431 11,019,377

$ 10,598,514 802,494 11,401,008
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EXPENDITURES
Missions
Pastoral Ministry
Preschool Ministry
Children's Ministry
Student Ministry
College Ministry
Christian Education
ROC Ministry
Music Ministry
Senior Adults Ministry
Men's Ministry
Women's Ministry
Church Ministries
Church Childcare
Interns
Communications
Administration
Staff Miscellaneous
Building & Grounds
Finance Committee
Personnel
Food Service
PDO
Book Store
Interest
Fees and Service Charges
Depreciation
COVID-19 Response

Unbudgeted Expenditures
TOTAL EXPENDITURES _§

See Independent Auditors' Report and Notes to Financial Statements.

IMMANUEL BAPTIST CHURCH
STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED DECEMBER 31, 2020

Management

Program and General Fundraising Total
$ 783,734  $ - 8 $ 783,734
9,429 - 9,429
24,242 - 24,242
20,812 - 20,812
56,490 - 56,490
24,283 - 24,283
58,016 - 58,016
64,004 - 64,004
129,707 - 129,707
759 - 759
424 - 424
10,571 - 10,571
55,170 - 55,170
20,030 - 20,030
19,461 - 19,461
90,134 - 90,134
- 323,657 323,657
12,105 - 12,105
517,631 - 517,631
- 1,763 1,763
1,905,959 291,679 2,197,638
37,929 1,589 39,518
40,256 - 40,256
60 - 60
10,443 437 10,880
- 64,738 64,738
340,792 14,274 355,066
21,621 - 21,621
291,975 - 291,975
4,546,037 _$ 698,137 _§ $ 5,244,174
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IMMANUEL BAPTIST CHURCH
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2020

OPERATING ACTIVITIES
Change in net assets $ 381,631
Adjustments to reconcile change in net assets
to cash flows from operating activities:
Unrealized (gain) loss 660
Depreciation 355,066
Changes in operating assets and liabilities:
(Increase) decrease in:
Accounts receivable (550)
Increase (decrease) in:
Accounts payable (29,030)
Credit cards payable (19,269)
Payroll taxes and benefits payable (1,055)
CASH FLOWS FROM OPERATING ACTIVITIES 687,453
INVESTING ACTIVITIES
Purchases of investments -
Sales of investments 34,231
CASH FLOWS FROM INVESTING ACTIVITIES 34,231
FINANCING ACTIVITIES
Payments on note payable (510,512)
CASH FLOWS FROM FINANCING ACTIVITIES (510,512)
NET CHANGE IN CASH 211,172
CASH - BEGINNING OF YEAR 1,813,821
CASH - END OF YEAR $ 2,024,993
SUPPLEMENTAL CASH FLOW DISCLOSURES
Cash paid for interest $ 10,880
Cash paid for income taxes $ -

See Independent Auditors' Report and Notes to Financial Statements.
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IMMANUEL BAPTIST CHURCH
NOTES TO FINANCIAL STATEMENTS

NOTE A - NATURE OF ACTIVITIES
Immanuel Baptist Church (the Church) is a not-for-profit corporation established under the laws of the
state of Kentucky and operates as a religious organization. The Church’s mission is leading people to
Jesus and nurturing them in their faith. The Church is supported primarily through contributions from

members, thus changes in the economy of the Lexington, Kentucky area may impact the amount of
contributions received.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The financial statements are prepared on the accrual basis of accounting in accordance with accounting
principles generally accepted in the United States of America (U.S. GAAP).

Basis of Presentation

The Church presents the accompanying financial statements in accordance with Accounting Standards
Update (ASU) No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial Statements
of Not-for-Profit Entities. ASU 2016-14 requires that resources be classified for reporting purposes
based on the existence or absence of donor-imposed restrictions. This is accomplished by classification
of fund balances into two classes of net assets: without donor restrictions and with donor restrictions.
Descriptions of the two net asset categories and the types of transactions affecting each category
follow:

Without Donor Restrictions - Net assets that are not subject to donor-imposed restrictions.

With Donor Restrictions - Net assets subject to donor-imposed restrictions that will be met
either by actions of the Church or the passage of time.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Church considers all highly liquid money market
funds and certificates of deposit with original maturities of less than ninety days to be cash equivalents.

Accounts Receivable

Accounts receivable is comprised primarily of registration fees and tuition fees. The Church provides
an allowance for doubtful accounts estimated based on historical collection experience and a review of
the current status of accounts receivable. As of December 31, 2020, the allowance for doubtful
accounts is $0.

Contributions

The Church operates primarily on contributions from members. Contributions received are recorded as
net assets with donor restrictions or net assets without donor restrictions depending on the existence or
nature of any donor restrictions. Revenues received with donor imposed restrictions, or whose
restrictions are met in the same reporting period, are reported as with donor restriction. Revenues with
no restrictions are reported as without donor restriction when earned.

The Church reports gifts of cash, stock, land, building, and equipment, and other assets as being
without donor restriction unless explicit donor stipulations specify how the donated assets must be
used. Gifts of long-lived assets with explicit restriction that specify how the assets are to be used and
gifts of cash or other assets that must be used to acquire long-lived assets are reported as with donor
restrictions. Absent explicit donor stipulations about how long those long-lived assets must be
maintained, the Church reports expirations of donor restrictions when the donated or acquired long-
lived assets are placed in service.



IMMANUEL BAPTIST CHURCH
NOTES TO FINANCIAL STATEMENTS

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Faith commitments are not solicited by the Church as legally binding contracts and are for reasonable
budgeting purposes only. Members may increase or decrease their giving level as their financial
situation changes. Therefore, the financial statements do not include these commitments as receivables.

Tax Status

The Church is exempt from federal income taxes under Section 501(¢)(3) of the Internal Revenue
Code; accordingly, no provision for income taxes has been made in the accompanying financial
statements. The Church is, however, subject to income taxes on “unrelated business income,” of
which management has determined there was none for the year ended December 31, 2020. As of
December 31, 2020, the Church has no uncertain tax positions that qualify for disclosure in the
financial statements.

Property and Equipment

Property is stated at cost, if purchased, and at estimated fair value if donated. Assets with an
individual cost of $5,000 or more and useful lives longer than one year are capitalized. Repairs and
maintenance are charged to expense as incurred. Replacements and renovations are charged to expense
as incurred. Management does not believe this policy of expensing replacements and renovations of
existing fixed assets is materially different than accounting principles generally accepted in the United
States of America. Depreciation has been computed on the straight-line method using the following
asset lives:

Buildings 50 years
Land improvements 20 years
Equipment 3 to 10 years
Vehicles 5 years

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Investments

In accordance with generally accepted accounting principles, the Church records investments in
marketable securities with readily determinable fair values and all investments in debt securities at
their fair values in the statement of financial position. Unrealized gains and losses are included in the
statement of activities.

Donated Services

The Church does not record support, revenue, or expense from services contributed by volunteers.
However, a number of volunteers have donated time and materials to various programs.

Advertising costs

The Church expenses advertising costs as incurred.



IMMANUEL BAPTIST CHURCH
NOTES TO FINANCIAL STATEMENTS

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Functional Allocation of Expenses

The costs of providing the various programs and other activities have been summarized on a functional
basis in the statement of activities. Accordingly, certain costs have been allocated among the programs
and supporting services benefited.

Recent Accounting Pronouncements

In February 2016, FASB issued ASU 2016-02, Leases (Topic 842). The standard requires all leases
with lease terms over 12 months to be capitalized as a right-of-use asset and lease liability on the
balance sheet at the date of lease commencement. Leases will be classified as either finance or
operating. This standard will be effective for the Church for the year ending December 31, 2021.

In June 2018, FASB issued ASU No. 2018-08, Clarifying the Scope and the Accounting Guidance for
Contributions Received and Contributions Made. The amendments in this standard should assist
entities in 1) evaluating whether transactions should be accounted for as contributions (nonreciprocal
transactions) within the scope of Topic 958, Not-for-Profit Entities, or as exchange (reciprocal)
transactions subject to other guidance, and 2) determining whether contribution is conditional. This
standard will be effective for the Church for the year ending December 31, 2021.

The Church is currently in the process of evaluating the impact of adoption of ASU 2016-02 and ASU
2018-08 on the financial statements.

Date of Management’s Review

The Church’s subsequent events have been evaluated by management through April 30, 2021, which is
the date the financial statements were available to be issued.

NOTE C - FAIR VALUE MEASUREMENTS

FASB ASC Topic 820 establishes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted
prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest
priority to unobservable inputs (Level 3 measurements). The three levels of the fair value hierarchy
under FASB ASC Topic 820 are described below.

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets.

Level 2 - Inputs to the valuation methodology include quoted prices for similar assets and liabilities in
active markets, and inputs that are observable for the asset or liability, either directly or indirectly, for

substantially the full term of the financial instrument.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement.
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IMMANUEL BAPTIST CHURCH
NOTES TO FINANCIAL STATEMENTS

NOTE C — FAIR VALUE MEASUREMENTS - continued

The following table sets forth by level, within the fair value hierarchy, the Church’s investments at fair
value at December 31, 2020 on a recurring basis:

Description Level 1 Level 2 Level 3 Total
Cash and cash equivalents $ - $ - $ - $ -
Equities 7,434 - - 7,434
Fixed income 6,119 - - 6,119
D.G. Gridley annuity - 2,842 - 2,842
Total $ 13,553 § 2,842 § - $ 16,395

NOTE D - INVESTMENTS

Investments at December 31, 2020 consist of the following:

Cumulative
Unrealized
Cost Market Gain (Loss)
Cash and cash equivalents $ - $ - $ -
Equities 5,111 7,434 2,323
Fixed income 5,710 6,119 409
Annuity 10,859 2,842 (8,017)

$ 21,680 § 16,395 § (5.285)

NOTE E - NOTE PAYABLE

On May 30, 2014, the Church entered into a note payable with Forcht Bank for $1,530,936 which was
scheduled to mature on September 1, 2015 with an adjusted LIBOR interest rate. The adjusted LIBOR
rate equals the sum of the one month LIBOR rate plus 2.5%. The initial variable interest rate is 2.65%
per annum and shall be adjusted monthly on the first day of each LIBOR interest period. The Church is
required to make 14 consecutive interest only payments beginning on July 1, 2014, and commencing
January 1, 2015, the Church shall make semiannual principal payments of $25,000. The note payable
has been renewed annually at each maturity date since inception. As of December 31, 2020, the
balance of the loan is $159,157 and the remaining balance was fully paid off January 26, 2021.

NOTE F — CONCENTRATION OF CREDIT RISK

The Church has a concentration of credit risk in that it periodically maintains cash deposits in a single
financial institution in excess of amounts insured by the FDIC. The Church has not experienced any
losses on such accounts and does not believe that it is subject to significant credit risk related to the
accounts.

To reduce its credit risk to a minimum under the amounts insured by the FDIC, the Church has entered
into a Repurchasing Agreement with Forcht Bank (the Bank), whereby on a daily basis the Church will
keep a maximum of $100,000 in the main checking account and the rest is swept each night into a
Repurchase Agreement Account. The Bank and the Church enter into such Repurchase Agreement
transactions in which the Bank agrees to sell, and the Church agrees to purchase, securities with a
simultaneous agreement by the Church to resell and the Bank to repurchase such Securities on a certain
date.

Although the Church is directly affected by economic conditions in the geographic area, management
does not believe significant credit risk exists as of December 31, 2020.
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IMMANUEL BAPTIST CHURCH
NOTES TO FINANCIAL STATEMENTS

NOTE F — CONCENTRATION OF CREDIT RISK - continued

The Church’s investments are exposed to various risks such as significant world events, interest rate,
credit, and overall market volatility. Due to the level of risk associated with certain investment
securities, it is reasonably possible that changes in the fair value of investments will occur in the near
term and that such changes could materially affect the amounts reported in the statement of financial
position.

NOTE G — RESTRICTIONS ON NET ASSETS

The Church receives restricted donations and restricts cash through action of the Finance Committee
for use in various ministries and special projects. Net assets with donor restrictions represents monies
that have varying restrictions placed on them by donors and some net assets that are restricted by the
Finance Committee. The Church deems the classification of net assets restricted by the Finance
Committee as with donor restrictions to be a conservative approach and not material to the financial
statements as a whole.

NOTE H - RETIREMENT PLAN

The Church has an annuity retirement plan for its employees. All full-time employees are eligible to
participate in the plan after one year of employment, except for ordained ministers, who are eligible
upon the date of their employment.

The Church contributes up to five percent of the employee’s base salary on a one-to-one ratio based on
the employee’s contribution and all employees are fully vested on the date they participate in the plan.
The annuity retirement cost to the Church for the year ended December 31, 2020 totaled $50,795.

NOTE I - LEASES

The Church has entered into a lease agreement with the Lexington Christian Academy for classroom
space to operate a campus for Kindergarten through 6th grade. The initial term of the lease was from
January 1, 2003 through June 30, 2013. During 2010, the lease was extended through June 30, 2023.
The lease agreement requires an annual payment of $120,000 in nine monthly installments paid each
October through June, adjusted annually each January by the percentage increase in the Consumer
Price Index — All Cities as published by the U.S. Department of Labor, limited to an annual increase of
6%. The lease was amended beginning July 1, 2017 to include certain additional facilities of the
Church. Income from the lease agreement for the year ended December 31, 2020 totaled $152,716.

On August 10, 2020, the Organization entered into a one year lease agreement whereby the
Organization leases the main front entrance, worship center, bathrooms in the main hall, and one pre-
school room of its Church building for $350 per week or $1,400 per four week month. Total lease
income under this lease was $5,600.

NOTE J - COMMITMENTS

The Church entered into an agreement commencing June 8, 2015 with WLEX Broadcasting for
broadcasting services through December 31, 2029. The agreement requires payments of $2,261 each
broadcast increasing by 3% each year under the agreement. The agreement was renewed for three
additional years in 2019 with 2019 fees equaling 2018, a 2% increase in 2020, and a 3% increase in
2021. Total expenses related to this agreement for 2020 were $131,829.
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IMMANUEL BAPTIST CHURCH
NOTES TO FINANCIAL STATEMENTS

NOTE K — LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS
The following reflects the Church's financial assets as of the statement of financial position date,

reduced by amounts not available for general use because of program restrictions within one year of
the statement of financial position date.

Financial assets at year-end $ 2,041,938
Less those unavailable for general expenditures within one year, due to:
Donor-restricted and designated by Finance Committee (192,973)
Donor-restricted for KBF Endowment (12,495)

Financial assets available to meet cash needs for general expenditure within
one year $ 1,836,470

The Church is primarily funded by contributions and has some program and sales income.
Contributions may contain donor imposed restrictions. The Church generally maintains sufficient cash
to meet its responsibility to donor imposed restrictions.

NOTE L — SMALL BUSINESS ASSOCIATION (SBA) LOAN

On April 14, 2020, the Church entered into a two year loan agreement initiated by the Coronavirus
Aid, Relief, and Economic Security Act (the CARES Act) in the amount of $428,500. The loan can be
forgiven provided the stipulations of Section 1106 of the CARES Act are met. The loan was paid back
in full by the Church in August 2020.

NOTE M - COVID-19

As of March 2020, the coronavirus pandemic (COVID-19) is adversely affecting, and is expected to
continue to adversely affect, our overall operations. We have experienced, and expect to continue to
experience, pressure on cash flow and stress on our workforce, including our ability to retain
employees and their ability to execute their job responsibilities.

As aresult of COVID-19, we have been unable to continue business as usual. As a result, we have had
to conduct sermons online and other outreach has been limited. There is uncertainty around the
duration and breadth of the COVID-19 pandemic and as a result the ultimate impact on our financial
condition and operating results cannot be reasonably estimated at this time.

Public health officials have recommended and mandated precautions to mitigate the spread of COVID-
19, including prohibitions on congregating in heavily populated areas and shelter-in-place orders or
similar measures. As a result, we have temporarily closed or reduced certain elements of our
operations since March 2020. Our results will be adversely impacted by these actions taken to contain
or treat the impact of COVID-19, and the extent of such impact will depend on future developments,
which are highly uncertain and cannot be predicted.

While we expect the impacts of COVID-19 to have an adverse effect on our business, financial

condition and results of operations, we are unable to predict the extent or nature of these impacts at this
time.
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