
 

 

 
 
 
 
 
 
 

September 11, 2019 
 

 
To the Board of Elders  
Christ Fellowship 
 
 
We have audited the financial statements of Christ Fellowship (the “Church”) for the year ended June 30, 2019 and 
have issued our report thereon dated September 11, 2019.  Professional standards require that we communicate to 
you the following information related to our audit. 
 
Our Responsibility under U.S. Generally Accepted Auditing Standards 
 
As stated in our engagement letter dated July 1, 2019, our responsibility, as described by professional standards, is 
to express an opinion about whether the financial statements prepared by management with your oversight are 
fairly presented, in all material respects, in conformity with U.S. generally accepted accounting principles.  Our 
audit of the financial statements does not relieve you or management of your responsibilities. 
 
Significant Audit Matters 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for the selection and use of appropriate accounting policies.  The significant accounting 
policies used by the Church are described in Note 2 to the financial statements.  The Church adopted Accounting 
Standards Update 2016-14: Presentation of Financial Statements of Not-for-Profit Entities, which is an amendment 
to the FASB Accounting Standards Codification Topic 958; otherwise, no new accounting policies were adopted 
and the application of existing policies was not changed during 2019.  We noted no transactions entered into by the 
Church during the year for which there is a lack of authoritative guidance or consensus.  All significant transactions 
have been recognized in the financial statements in the proper period.   
 
Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events.  
Certain accounting estimates are particularly sensitive because of their significance to the financial statements and 
because of the possibility that future events affecting them may differ significantly from those expected.  The most 
sensitive estimates affecting the financial statements were: 
 

Management’s estimates of the depreciable lives related to property and equipment and the functional 
allocation of expenses are based on management’s experience and judgment. We evaluated the key factors 
and assumptions used to develop these estimates in determining that they are reasonable in relation to the 
financial statements taken as a whole. 

 
Certain financial statement disclosures are particularly sensitive because of their significance to the financial 
statement users.  There were no disclosures included in the financial statements that were considered to be sensitive 
in nature and the financial statement disclosures are neutral, consistent, and clear. 
 
 



Christ Fellowship 
September 11, 2019 
Page 2 
 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no significant difficulties in dealing with management in performing and completing our audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all misstatements identified during the audit, other than those that 
are clearly trivial, and communicate them to the appropriate level of management.  Management has agreed to 
correct all such misstatements.  We proposed the following adjusting journal entries detailed below during the 
course of our audit.  
 
    * Capitalize $42,591 in current year fixed asset additions. 
 
    * Record $1,140,542 in depreciation expense for the current year. 
 
       Reclassify $4,608,590 construction in progress to building account. 
    
    * Accrue $96,981 in payroll expense as of year-end. 
 
    * Record $379,818 to remove loan activity from General Equity Fund. 
 
    * Journal entries totaling $555,934 to record journal entries from the prior year audit not recorded in the current 
year.  
      
* These adjustments were made by us to properly convert the Church’s financial statements from budgetary cash 
basis to accrual basis in order to be in compliance with accounting principles generally accepted in the United 
States of America.  
 
Internal Control Related Matters 
 
In planning and performing our audit of the financial statements of the Church as of and for the year ended June 30, 
2019, in accordance with auditing standards generally accepted in the United States of America, we considered the 
Church’s  internal control over financial reporting (internal control) as a basis for designing audit procedures that 
are appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the Church’s internal control. Accordingly, we do 
not express an opinion on the effectiveness of the Church’s internal control. 
  
Our consideration of internal control was for the limited purpose described in the preceding paragraph and was not 
designed to identify all deficiencies in internal control that might be significant deficiencies or material weaknesses, 
and, therefore, significant deficiencies or material weaknesses may exist that were not identified.     
 
A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct 
misstatements on a timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in 
internal control that is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance.  A material weakness is a deficiency, or combination of deficiencies in internal control, 
such that there is a reasonable possibility that a material misstatement of the Church’s financial statements will not 
be prevented, or detected and corrected on a timely basis.  We did not identify any deficiencies in internal control 
that we consider to be material weaknesses. 
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Disagreements with Management 
 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or auditing matter, 
whether or not resolved to our satisfaction, that could be significant to the financial statements or the auditors’ 
report. We are pleased to report that no such disagreements arose during the course of our audit. 
 
Management Representations 
 
We have requested certain representations from management that are included in the management representation 
letter dated September 11, 2019.  
 
Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting matters, 
similar to obtaining a “second opinion” on certain situations. If a consultation involves application of an accounting 
principle to the Church’s financial statements or a determination of the type of auditors’ opinion that may be 
expressed on those statements, our professional standards require the consulting accountant to check with us to 
determine that the consultant has all the relevant facts. To our knowledge, there were no such consultations with 
other accountants. 
 
Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing standards, 
with management each year prior to retention as the Church’s auditors. However, these discussions occurred in the 
normal course of our professional relationship and our responses were not a condition to our retention. 
 
This information is intended solely for the use of the Board of Elders and management of Christ Fellowship and is 
not intended to be, and should not be, used by anyone other than these specified parties. 
 
 
Respectfully submitted, 
 

 
PSK LLP 
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INDEPENDENT AUDITORS’ REPORT

To the Board of Elders
Christ Fellowship
McKinney, Texas

We have audited the accompanying financial statements of Christ Fellowship (the “Church”), which comprise the 
statement of financial position as of June 30, 2019, 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.

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 audits 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 auditors consider internal control relevant to the Church’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 Church’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 Christ Fellowship as of June 30, 2019, 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.

Arlington, Texas
September 11, 2019
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Cash and cash equivalents 1,077,774$   
Prepaid expenses and receivables 1,439
Cash restricted for long-term purposes 175,361        

Property and equipment, net 20,408,816   

Total assets 21,663,390$ 

Liabilities
Accounts payable 23,834$        
Accrued expenses 158,527        

Notes payable, net 11,754,122   

Total liabilities 11,936,483   

Net assets
Without donor restrictions 9,143,396     

With donor restrictions 583,511        

Total net assets 9,726,907     

Total liabilities and net assets 21,663,390$ 

ASSETS

LIABILITIES AND NET ASSETS

CHRIST FELLOWSHIP

June 30, 2019
 Statement of Financial Position 

The accompanying notes are an integral part of these financial statements.
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Without
Donor With Donor

Restrictions Restrictions Total

Revenues
Tithes and offerings 4,368,671$   702,643$      5,071,314$   
Fee-based activity revenue 730,093 -                   730,093        
Interest income 1,884 -                   1,884           
Other income 26,082 -                   26,082          
Net assets released from restrictions 769,031        (769,031)      -                   

Total revenues 5,895,761     (66,388)        5,829,373     

Program expenses
Ministries 3,395,964     -                   3,395,964     
Worship  1,588,522     -                   1,588,522     
Outreach and missions 635,630        -                   635,630        

5,620,116     -                   5,620,116     
Supporting services 871,495        -                   871,495        

Total expenses 6,491,611     -                   6,491,611     

Change in net assets (595,850)      (66,388)        (662,238)      

Net assets at beginning of the year 9,739,246     649,899        10,389,145   

Net assets at end of the year 9,143,396$   583,511$      9,726,907$   

CHRIST FELLOWSHIP 
Statement of Activities

Year Ended June 30, 2019

The accompanying notes are an integral part of these financial statements.
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Outreach Supporting
 Ministries  Worship and Missions Services Total

Personnel 1,955,314$  531,036$     164,724$     511,246$     3,162,320$  
Supplies and resources 461,423       113,370       86,274         257,147       918,214       
Support for others 33,306         -                   281,530       -                   314,836       
Facilities 258,496       256,691       26,722         26,722         568,631       
Depreciation 513,244       513,244       57,027         57,027         1,140,542    
Interest 174,181       174,181       19,353         19,353         387,068       

Total 3,395,964$  1,588,522$  635,630$     871,495$     6,491,611$  

CHRIST FELLOWSHIP
Statement of Functional Expenses

Year Ended June 30, 2019

Program Expenses

The accompanying notes are an integral part of these financial statements.
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Cash flows from operating activities:
Change in net assets (662,238)$     
Adjustments to reconcile change in net assets to net cash and cash 
   equivalents used in operating activities:

Depreciation 1,140,542     
Contributions restricted for building costs (315,262)       
(Increase) decrease in assets:

Prepaid expenses and receivables 4,006            
Increase (decrease) in liabilities:

Accounts payable (199,149)       
Accrued expenses (429,788)       

Net cash and cash equivalents used in operating activities (461,889)       

Cash flows from investing activities:
Decrease in cash restricted for building costs 22,181          
Purchases of property and equipment (42,591)         

Net cash and cash equivalents used in investing activities (20,410)         

Cash flows from financing activities:
Contributions restricted for building costs 315,262        
Principal payments on notes payable (180,000)       
Principal advances on notes payable 199,818        

Net cash and cash equivalents provided by financing activities 335,080        

Change in cash and cash equivalents (147,219)       

Cash and cash equivalents at the beginning of the year 1,224,993     

Cash and cash equivalents at the end of the year 1,077,774$   

Supplemental disclosure of cash flow information:
Cash paid for interest 387,069$      

CHRIST FELLOWSHIP
 Statement of Cash Flows 
Year Ended June 30, 2019

The accompanying notes are an integral part of these financial statements.
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CHRIST FELLOWSHIP 
Notes to Financial Statements

1 - Historical Background

Christ Fellowship (the “Church”) was established in March of 1997 in the state of Texas, as a not-for-profit
religious organization, under Internal Revenue Code section 501(c)(3), as other than a private foundation.  The 
Church operates in pursuit of its mission to be people helping people find and follow Christ.

2 - Summary of Significant Accounting Policies

Basis of Accounting - The financial statements of the Church have been prepared on the accrual basis of 
accounting.  Under the accrual basis of accounting, revenues are recognized when earned and expenses are 
recorded when the obligation is incurred.  

Adoption of New Accounting Standards - In August 2016, the Financial Accounting Standards Board (“FASB”) 
issued Accounting Standards Update 2016-14: Presentation of Financial Statements for Not-for-Profit Entities
(“ASU 2016-14”), which is an amendment to the FASB Accounting Standards Codification (“FASB ASC”) 
Topic 958.  ASU 2016-14 is effective for annual financial statements issued for fiscal years beginning after 
December 15, 2017.  Adopting ASU 2016-14 has had the following impact on the Church’s financial 
statements:

 The temporarily restricted net asset class has been renamed net assets with donor restrictions.

 The unrestricted net asset class has been renamed net assets without donor restrictions.

 The financial statements now include a statement of functional expenses.

 The notes to financial statements include a new disclosure about liquidity and availability of resources 
(Note 3).

Basis of Presentation - Net assets and revenues, expenses, gains, and losses are classified based on the existence 
or absence of donor-imposed restrictions.  Accordingly, net assets and changes therein are classified as follows:

Net Assets Without Donor Restrictions - Net assets available for use in general operations and not subject 
to donor restrictions. 

Net Assets With Donor Restrictions - Net assets subject to donor 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 may be perpetual in nature, where the 
donor stipulates that resources be maintained in perpetuity.  Donor-imposed restrictions are released when a 
restriction expires, that is, when the stipulated time has elapsed, when the stipulated purpose for which the 
resource was restricted has been fulfilled, or both.

Revenues and Support - Revenues and support for the Church are primarily derived from tithes and offerings
from the Church membership.
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CHRIST FELLOWSHIP 
Notes to Financial Statements

2 - Summary of Significant Accounting Policies (continued)

Programs - The Church pursues its objectives through the execution of the following major programs: 

Ministries - Various ministry areas of the Church. 

Worship - Weekend church services and special events to lead everyone to a worship lifestyle.

Outreach and Missions - Reaching out to the people with the love of Jesus Christ.

Cash and Cash Equivalents - For purposes of reporting cash flows, the Church considers all bank deposits and 
highly liquid financial instruments with original maturities of three months or less, which are neither held for 
nor restricted by donors for long-term purposes, to be cash and cash equivalents. Cash and highly liquid 
financial instruments restricted to capital needs, such as building projects and debt retirement, or other long-
term purposes are excluded from this definition.

Property and Equipment - Property and equipment are recorded at cost, if purchased, and fair market value at 
date of donation, if contributed.  Depreciation is calculated using the straight-line method over the estimated 
useful lives of the respective assets as follows:

Buildings and improvements   5 - 30 years
Furniture, fixtures and equipment   3 - 25 years
Vehicles          5 years

Maintenance, repairs and minor renewals that do not significantly improve or extend the lives of the 
representative assets are expensed when incurred.  Additions, improvements and major renewals in excess of 
$5,000 are capitalized.

Functional Allocation of Expenses - The costs of program and supporting services activities have been 
summarized on a functional basis in the statement of activities. The statement of functional expenses presents 
the natural classification detail of expenses by function. Accordingly, certain costs have been allocated among 
the programs and supporting services benefited are allocated on the basis of estimates of time and effort.

Use of Estimates - Management uses estimates and assumptions in preparing these financial statements in 
accordance with accounting principles generally accepted in the United States of America.  Those estimates and 
assumptions affect the reported amount of assets and liabilities, the disclosure of contingent assets and 
liabilities, and the reported revenues and expenses.  Actual results could vary from the estimates that were used.

Donated Services - No amounts have been reflected in the financial statements for donated services.  The 
Church pays for most services requiring specific expertise.  A large number of people have contributed 
significant amounts of time to the activities of the Church without compensation.  The financial statements do 
not reflect the value of those contributed services.

Donated Assets - Donated marketable securities and other noncash donations are recorded as contributions at 
their estimated fair market values at the date of donation.

Compensated Absences - Employees of the Church, administrative and ministerial, are entitled to paid vacation 
depending upon length of service and other factors.  The Church cannot reasonably estimate the amount of
compensation for future absences; accordingly, no liability has been recorded in the accompanying financial 
statements.  The Church's policy is to recognize the cost of compensated absences when paid to employees.
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CHRIST FELLOWSHIP 
Notes to Financial Statements

2 - Summary of Significant Accounting Policies (continued)

Income Taxes - The Church follows the Income Taxes topic of the FASB ASC which prescribes a 
comprehensive model for the financial statement recognition, measurement, presentation and disclosure of 
uncertain tax positions taken or expected to be taken in income tax returns.  The Church is not aware of any 
activities that would jeopardize its tax-exempt status and is not aware of any activities that are subject to tax on 
unrelated business income.  As of June 30, 2019, the Church has no uncertain tax positions that qualify for 
either recognition or disclosure in the financial statements and does not expect this to change in the next twelve 
months.

Subsequent Events - Subsequent events have been evaluated through September 11, 2019, which is the date the 
financial statements were available to be issued.

3 - Liquidity and Availability of Resources

The Church operates under a budget for activities supported by unrestricted tithes and offerings. Its Board of 
Elders (the “Board”) is responsible for monitoring the liquidity necessary to meet the Church’s operating needs 
and meets periodically throughout the year to evaluate the actual results of financial operations versus the 
budget. Additionally, the Church maintains several Board-designated and donor-restricted funds purposed for 
various activities of the Church (See Notes 6 and 7). Church management, in accordance with Church policy 
and/or in collaboration with the Board, appropriates resources from Board-designated and donor-restricted 
funds as needed.

Financial assets available for general expenditure, that is, without donor restrictions limiting their use or without 
requiring specific action of the Board, within one year of the date of the statement of financial position are 
comprised of the following:

Cash and cash equivalents 1,077,774$   
Cash restricted for long-term purposes 175,361        

1,253,135     
Donor-restricted funds (583,511)       
Board-designated funds (499,797)       

Financial assets available to meet general
expenditure needs within one year 169,827$      

4 - Property and Equipment

Property and equipment as of June 30, 2019 are comprised of the following:

Land 835,576$          
Buildings and improvements 25,014,327       
Furniture, fixtures and equipment 3,369,743         
Vehicles 8,100                

29,227,746       
Less: accumulated depreciation (8,818,930)       

Net property and equipment 20,408,816$     
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CHRIST FELLOWSHIP 
Notes to Financial Statements

5 - Notes Payable and Line of Credit 

The Church is obligated under a $15,000,000 construction loan agreement with a financial institution. The 
related promissory note provides for an interest rate of 3.25% through October 2021, 3.50% through July 2024, 
and regular adjustments thereafter to the Prime Rate as of March 31 each year effective as of July 1.  The rate 
adjustments will be subject to the following collars:

Floor Ceiling

7/1/2024 - 6/30/2027 3.50% 4.35%
7/1/2027 - 6/30/2030 3.50% 5.25%
7/1/2030 - 6/30/2033 3.50% 6.00%

7/1/2033 - 10/28/2036 3.50% 6.50%

Payments will be interest only through October 2019 followed by monthly payments of principal and interest to 
affect a 25-year amortization.  All unpaid principal and interest will be due at maturity in October 2036. The 
loan is collateralized by various assets owned by the Church. The balance outstanding at June 30, 2019 was 
$11,754,122.

On or prior to October 1, 2019, the principal balance of the loan shall be reduced to an amount not to exceed 
$11,700,000.

The Church has a revolving line of credit agreement for $150,000.  This line of credit has a stated interest rate 
of the Prime Rate (5.50% at June 30, 2019) with collars of 3.50% and 5.75% and a maturity date of October 18, 
2019. There was no balance on this line of credit at June 30, 2019.

6 - Net Assets Without Donor Restrictions

The balance of net assets without donor restrictions as of June 30, 2019 includes net assets designated by the
Board for the following purposes:

Medical/Dental/Other 32,750$        
Worker's Compensation Insurance 3,493            
Global Ministries 122,586        
Reserve Fund 50,000          
RMR Fund 39,930          
Worship RMR/Enhance 20,638          
Mortgage Fund 230,400        

499,797$      
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CHRIST FELLOWSHIP 
Notes to Financial Statements

7 - Net Assets With Donor Restrictions

The balance of net assets with donor restrictions as of June 30, 2019 relates to certain contributions for which 
the donors have imposed purpose restrictions.  These restrictions require the Church to use such funds for 
expenditures directly related to various activities as follows:

Global Projects 58,221$            
Community Impact Ministries 159,350            
Love Fund 73,531              
Ministry Expansion Fund 175,361            
Residents/Local Missionary 75,804              
Other 41,244              

583,511$          

During the year ended June 30, 2019, net assets with donor restrictions in the amount of $769,031 had been 
expended in accordance with donor restrictions and have been reclassified to net assets without donor 
restrictions.

8 - Operating Leases

The Church has a non-cancelable operating lease for certain office equipment. The following is a schedule of 
future minimum rentals under the lease for the year ended June 30, 2019:

Year Ending June 30,

2020 33,114$         
2021 33,114           
2022 33,114           
2023 33,114           
2024 24,836           

Rent expense for year ended June 30, 2019 totaled approximately $36,000.

9 - Retirement Plan

The Church contributes to a Section 403(b) retirement plan with Envoy Financial for all full-time employees.  
The contributions for the year ended June 30, 2019 were $45,781.

10 - Concentration of Credit Risks

The Church maintains accounts at financial institutions which, at times, may exceed federally insured limits.
The Church has not experienced any losses in such accounts, and management does not believe it is exposed to 
any significant credit risk.
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