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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of
CBMC, Inc.:

We have audited the accompanying statements of financial position of CBMC, Inc., as of June
30, 2003 and 2002, and the related statements of activities, functional expenses, and cash
flows for the years then ended. These financial statements are the responsibility of CBMC,
Inc.’s management. 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 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 CBMC, Inc. as of June 30, 2003 and 2002 and the changes
in its net assets and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America,

\ *
@@m % r Reoed
Knoxville, Tennessee

August 26, 2003

ATLANTA . CHARLOTTE . KNOXVILLE . TAMPA BAY



CBMC, INC.

Statements of Financial Position

o ———

June 30,
2003 2002
ASSETS
Cash and cash equivalents $ 1,112,202 §$ 911,863
Promises to give 14,645 4,200
Receivables, net 10,688 11,560
Inventories 79,459 86,390
Prepayments 20,051 14,352
Investments 226,229 249,006
Property held for sale 30,000 30,060
Property and equipment, net 263,650 349,425
Cash surrender value of life insurance policies 143,240 135,066
TOTAL ASSETS $ 1,900,164 §$§ 1,791,862
LIABILITIES AND NET ASSETS
LIABILITIES
Accounts payable and accrued expenses 37,203 36,131
Accrued salaries, benefits, and
compensated absenses 98,155 106,908
Other habilities 8,891 6,900
Annuity obligations 228,704 258,792
Capital lease 1,970 13,233
TOTAL LIABILITIES 374,923 421,964
NET ASSETS
Unrestricted 315,547 100,914
Temporarly restricted 1,085,037 1,144,452
Permanently restricted 124,657 124,532
TOTAL NET ASSETS 1,525,241 1,369,898
TOTAL LIABILITIES AND NET ASSETS $ 1,900,164 $ 1,791,862

See notes to financial statements.



CBMC, INC.
Statement of Activities

Year Ended June 30, 2003
L e .

Temporarily Permanently

Unrestricted Restricted Restricted Total
SUPPORT AND REVENUE
Contributions b 829,614 § 3,658,578 % 125§ 4,488,317
Sales 223,567 - - 223,567
Material and event support 259,415 205,665 - 465,080
Investment income 13,593 - - 13,593
Other revenue 64,658 - - 64,658
1,390,847 3,864,243 125 5,255,215
Net assets released from restrictions 3,923,658 {(3,923,658) - -
TOTAL SUPPORT AND REVENUE 5,314,505 (59,415) 125 5,255,215
EXPENSES AND LOSSES
Program services
Field Ministry 3,185,747 - - 3,185,747
Forums 310,876 - - 310,876
Ministry tools 270,033 - - 270,033
Leadership development and training 501,650 - - 501,650
Conference events 309,394 - - 309,394
TOTAL PROGRAM SERVICES 4,577,700 - - 4,577,701
Supporting services
General and administrative 263,578 - - . 263,578
Cost of generating support 271,334 - - 271,334
TOTAL SUPPORTING SERVICES 534,912 - - 534,912
TOTAL EXPENSES 5,112,612 - - 5,112,612
(Gain) loss on disposal of property and
equipment (12,846) - - (12,846)
Change in value of annuity obligations 105 - - 105
TOTAL EXPENSES AND LOSSES 5,099 871 - - 5,099,871
CHANGE IN NET ASSETS 214,633 (59,415) 125 155,343
NET ASSETS, beginning of year 100,914 1,144,452 124,532 1,369,898
NET ASSETS, end of year b 315,547 § 1,085,037 $§ 124,657 § 1,525241

See notes to financial statements. 3



CBMC, INC.
Statement of Activities

Year Ended June 30, 2002
L

Temporarily  Permanently

Unrestricted Restricted Restricted Total
SUPPORT AND REVENUE
Contributions $ 10838381 $ 3425739 § 12,647 § 4,522,267
Sales 239,222 - - 239,222
Material and event support 256,044 132,883 - 388,927
Investment income 39,924 - - 39,924
Other revenue 62,292 - - 62,292
1,681,363 3,558,622 12,647 5,252,632
Net assets released from restrictions 3,992,426 (3,992,426) - -
TOTAL SUPPORT AND REVENUE 5,673,789 (433,804) 12,647 5,252,632
EXPENSES AND LOSSES
Program services
Field Ministry 2,960,979 - - 2,960,979
International Ministry 71,095 - - 71,095
Forums 335,064 - - 335,064
Ministry tools 275,266 - - 275,266
Leadership development and training 629,621 - - 629,621
Conference events 461,144 - - 461,144
TOTAL PROGRAM SERVICES 4,733,169 - - 4,733,169
Supporting services
General and administrative 237,473 ~ - 237,473
Cost of generating support 294,494 - - 294,494
TOTAL SUPPORTING SERVICES 531,967 - - 531,967
TOTAL EXPENSES 5,265,136 - - 5,265,136
(Gain) loss on disposal of property and
equipment 14,740 - - 14,740
Loss on property held for sale 46,000 - - 46,000
Change in value of annmity obligations 15,121 - - 15,121
TOTAL EXPENSES AND LOSSES 3,340,997 - - 5,340,997
CHANGE IN NET ASSETS 332,792 (433,804) 12,647 (88,365)
NET ASSETS, beginning of year (231,878) 1,578,256 111,885 1,458,263
NET ASSETS, end of year $ 100914 § 1,144,452 § 124,532 § 1,369,898

See notes to financial statements. 4



9 SIUBUIAIDIS [DIOUDULf OF S3]0U 23S

TISTITGS PEEILT §  8LSE9T $  ¥6L'60f $ 0S9°T0S § ££0°0LT $ 9L801E § - § LPL'SRI'ES
LOT'LS bze'e 1619 LE6'S 289 LLYT £96°¢ - L6E09 IS0
£20'y 0t 106 S08 S0§ 01T £6¢ - L08 159197u]
§20°9T1 #0681 A ¥06°81 +06°81 £8¢°91 10£9 - I7AY4 woperoasda(
SPEFE 0LYT LOEE ove°T LEST SEL 905 - 0SS°T1 20URINSU]
7016 1LL'8T 08€£°C 69v°T P01y L9T°61 v87°C - LTTTE ageysog
£17°0S1 TLELT LST'8T 988°C¢ 850°8¢ 650°S1 18€°11 - 00¥°LT $33J [ETOISSAYOL]
058°cT L9LT 19L°C SESE L18'T 915°L 1611 - £9TY 3urssasoid eleQq
19L°9L ¥ES‘9 190°€1 0101 9LE%6 £6L°8 P0ET - £39°vC yowdinby
099°%L COPLI'8 LLT's LERS W'l SEEY €L1°01 - 72908 Sunurg
900°L¥1 186 cTy 61% 905°8 T6S19 865°C - STYTL S[eleIRA
8vE'IE  9p8 96€°1 PELL 0L9°¢ FE9°T Sig'e - £5€°61 sorpddng
88871 661°9 £56°6 7166 0111 658 6£1°8 - VoL SL suoydaa],
£80°007 £70°S 11509 £10°S L66°S 8ZI°S1 EPLOT - 819°L6 oy
9b0°S1T 91T’y 6S€°1 91T'L PLETE 86L 9£6°¢ - LP1S91 sgunasy
S6T781 796°11 SIEE ¥89°CH £21°8¢ 100°€ 6TT°11 - 18689 S[esIAl
£05°1¥¢C 02591 9LTY 9L1°8¢ TIS'LS TL6°E 980°0T - 190°18 [oARL],
BILPSI EVET ¥T9 EIL 6EE'8 96L bLT'9 - 679°9¢1 o[Iqowomy
6¥T°EST°E 905" LET 05S£°801 TL9'S01 8 THT 314°€01 ovo'v0T - GLO'ISTT sjjauaq
pue salIefes —muo_ﬁ
vOS SIP 8T5 81 LI SLP'8T STH'SE vLS81 111°62 - 602°087 s)gauLq JOIO
EVEP8I 08¢£°6 85L'o 0199 600°ST - T889 PISTI - 061°LT1 saxe) [JoIied
TOE'ESSTS 865601 $ 0178 § £85°08 $ #SOZ6T § TO6LL § SIF99T § - $ 9LTVP8 1S saue[es
ooy Swsiy  aapoysuunpy SquAATY Supipva sjoaf SN0  [PUONDILIAINY JFriTy
pug pun stz axtiaaafuo)y duysiapnaT  Apsnupy Pi2LI
sagpagioy Supoddng SaoMdDS UDIS01F
;
£00Z ‘0§ aunyp papusy 4vay

sasuadxsy ppuoyoun,J fo g

"ONI DOINID



9 ‘Spuaap1s iouvulf 0f sajou 235

9£1°69T°¢S Pevr6T § ELFLET g PPI'I9Y § 129679 § 99Z°SLT $ P90°SEE $ S60°TL $ 6L6°096'CS

99.°901 cTr'T 978 615°CT 101°%C L9S°€E opS'E vSTT 080°I¥ »YIO
8ZI°CI OFS‘T $97°T L88°1 01S°1 $SL 015°T L88'1 PLLE 150J107U]
690°€H1 09¥'12 LEO'ST 09%°12 0912 #88°L1 LLSE LLS'E v19°8T uoperoada(]
$£9°6 176 16Z°1 618 LOT 0z 6£6°1 LIl I¥E°E aouemSU]
SOFTL 10T S1LT vE9‘T 000°€ 858°61 08T L9%°] 8T£°0€ aFeisod
806°8L1 1Z1°9¢ FL691 rARN4 088°€E £07°91 8S0°ST - SPEYP S16°8C $99j [eUOIsSaJoId
96£°01 £67°¢ 000°S LYEL Z8L's 0b1°01 L9T'1 (996) £95‘8 Buwissaooud vie(]
LLETET 62001 11007 912%T §€5°1T 6t6°S1 8€9°C F9°1 §SESE uawndinby
L9851 69%°Z1 $89°1 90¥°€ 679°€ 10€°1 005°1¢ $98 ZI0°1T Sunymig
SLI'EST $9E°T 165 8799 065°¢1 766°65 991°C LET 90L°LY S[eLIJEIA
£1L°9¢ 1SH°1 ¥STU SPE‘1 91T 0SE‘l pEY'Y 615 FILET sonddng
£TI'STI 0£9°S LOTL LF1'L $T98 kAR AN E9F° P $09°69 suondaraf,
$8T'L81 LY 780°08 TETY 10ty T65°T1 TLETT - rEF 001 sy
9TF'91T 509°C 1.2 LETOE 120°SS 8687 ¥Tso ¥6I1°E 9LLTTT s3umoap
158°0$T v£9 SIS 011°66 L16°L6 oL L8ST L1z $TI'ES s[ea
r0'90€ 160°S 081°C L09°601 9zL €T 961 9Z9°L 86€°T 85TVS [oABIL
979°8p1 665 LOS 7't - LIg9 $86 19L°¢ £2T TITPET omy
SPLLLO'E 0LV bLT 719°L8 oI+ 6 YO¥'Z0T  6bLPOT 1€F%2T S6ESH 807°SH1°T sjyouaq

PUE SoIE[es [Ej0f,

OF 1 bhh 117°0€ 6001 896'%1 T00°EE Lt'el 65¥°TE £5T°L 994°T6T SHFeUq B
LO8061 969°01 085S LT6S vL8TT 1199 1191 1£8°C LOLTET saxe) [[o1ded
86L°THP'ZS  E9EEET $  £50°89 § ICStL § TSl § 998°9L § I9€°LL1 § TIE'SE § S6L'6ILIS saliefeg
ior BUISIDY  2annHISUNLUIPY ST Sumnd g sjoof SWINIO  [DUOTIDUIITU] S
pung pun pisuasy acuaaafuo) diysisprar  Apsunpy PR
saptaioy Sunsoddng . $2010428 wiviSol g

e R e e S
Z00Z ‘o€ aunyp papuy 1w

sasuadxsy ppuorpun,y fo juatuais

ONI DINID



Year Ended June 30,
2003 2002
CASH FLOWS FROM FINANCING ACTIVITIES:
Payments on captial lease obligations {11,263) (10,367)
Proceeds from permanently restricted contributions 125 12,647
Payments to annuitants (30,193) (30,528)
NET CASH USED IN
FINANCING ACTIVITIES (41,331) (28,248)
NET INCREASE (DECREASE) IN CASH '
AND CASH EQUIVALENTS 200,341 (157,272)
CASH AND CASH EQUIVALENTS,
beginning of year 911,863 1,069,135

CASH AND CASH EQUIVALENTS, _
endofyear § 1,112,204 § 911,363

NON-CASH TRANSACTION:

Payments to annuitants totaling $30,000 and $10,000 were paid directly from annuity
investments during 2003 and 2002, respectively.

See notes to financial statements. 8



CBMC, INC.
Notes to Financial Statements

Years Ended June 30, 2003

L —
NOTE A--ORGANIZATION, OPERATIONS AND BASIS OF PRESENTATION

CBMC, Inc. (CBMC) is a not-for-profit charitable organization incorporated under the laws of
the State of Delaware in 1939. CBMC’s mission is to present Jesus Christ as Savior and Lord to
business and professional men, and to develop Christian business and professional men to carry
out The Great Commission. CBMC has many affiliated local committees that conduct meetings
and are active in their communities independent of this organization. The financial statements of
the local committees are not required to be and have not been combined with the financial
statements of CBMC.

CBMC is classified as an organization exempt from federal income tax under Section 501(c)(3)
of the U.S. Internal Revenue Code and has been classified as a publicly supported organization
which is not a private foundation under Section 509(a) of the Code.

NOTE B--SIGNIFICANT ACCOUNTING POLICIES

The financial statements of CBMC, Inc. have been prepared on the accrual basis. The significant
accounting policies followed are described below.

Cash and Cash Equivalents: CBMC considers all unrestricted highly liguid investments with an
initial maturity of three months or less to be cash equivalents. CBMC maintains cash and cash
equivalent accounts at various financial institutions which at times may exceed federally insured
amounts.

Promises to Give: Unconditional promises to give are recognized as support when received.
Unconditional promises to give that are expected to be collected within one year are recorded at
net realizable value. Amounts expected to be collected in future years are recorded at the present
value of their estimated future cash flows.

Inventories: Inventories consist of publications and other merchandise available for resale and
are stated at the lower of cost or market. Cost is determined on a first-in, first-out basis.

Investments: Investments in marketable securities traded on a national securities exchange are
stated at fair market value based on the last reported sales price on the valuation date. Other
investments consist of insurance annuity contracts and are stated at cost. Net appreciation or
depreciation in the fair value of investments, which consists of the realized gains or losses and
the unrealized appreciation or depreciation of those investments, is reported in the Statements of
Activities.




CBMCG, INC.
Notes to Financial Statements - Continued

Years Ended June 30, 2003

L R ——
NOTE B--SIGNIFICANT ACCOUNTING POLICIES - Continued

Investment securities donated to CBMC are typically sold upon receipt or shortly thereafter and
contribution income is recognized for the net proceeds.

Property held for sale is recorded at estimated fair value and consists of donated real estate.
During 2002, management evaluated the carrying value of this property and reduced it to an
estimated net realizable value.

Property and Equipment: Expenditures for property and equipment in excess of $1,500 are
capitalized at cost. Donated materials, supplies, and equipment, where significant in amount, are
recorded as support at their estimated fair value.

Depreciation is provided on the straight-line method based on the following estimated useful
lives of depreciable assets:

Furniture and equipment 5-10 years
Data processing 3-5 years
Vehicles . 3-5 years
Leasehold improvements 5-15 years

Annuity Obligations: The liability for annnities is estimated based on the present value of
expected future payments considering the beneficiaries’ life expectancy and applicable discount
rates based upon federal tables. An adjustment to the liability is recognized in the Statements of
Activities for changes in the value.

Contributions: Contributions received are recorded as unrestricted, temporarily restricted, or
permanently restricted support. All contributions are considered to be available for unrestricted
use unless specifically restricted by the donor. Amounts received that are designated for future
periods or restricted by the donor for specific purposes are reported as temporarily restricted or
permanently restricted support that increase those net asset classes. When a restriction expires
(that is, when a stipulated time resfriction ends or purpose restriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
Statements of Activities as net assets released from restrictions.

Donated Services: CBMC receives various donated services that range from limited
participation of individuals in fundraising and other activities to active participation in program
services and administrative functions that are not recorded as support and expenses as
recognition criteria have not been met. Significant donated services are reported as support and
expenses at their estimated fair value if specific criteria for recognition are met.

10



CBMC, INC.,
Notes to Financial Statements - Continued

Years Ended June 30, 2003

T —
NOTE B--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 Statements of Activities.
Accordingly, certain costs have been allocated among the programs and supporting services
benefited based on management’s estimate.

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 revenue, support and expenses during the reporting period. Actual results could
differ from those estimates.

Reclassifications: Certain 2002 amounts have been reclassified to conform with the 2003
presentation.  Such reclassifications include $61,612 of previously reported permanently
restricted net assets which were reclassified to temporarily restricted net assets as of July 1, 2001
based on management’s confirmation of donor’s intent.

NOTE C--INVESTMENTS

Investments stated at fair value consist of the following at June 30:

Unrealized
Cost Fair Value Appreciation
2003 2002 2003 2002 2003 2002

Mutual $ 106,910 $ 104,852 $§ 112,922 $107,741 $ 6012 § 2,889

Other investments are stated at cost and consist of insurance annuity contracts with carrying
values of $113,307 and $141,265, respectively, as of June 30, 2003 and 2002.

Investment income consists of the following:

2003 2002
Interest and dividend income $ 16,715 § 38,047
Net realized and unrealized gains(losses) 3,122 (1,877)
$ 13593 § 39,924

11



CBMC, INC.
Notes to Financial Statements - Continued

Years Ended June 30, 2003

L e R -
NOTE D--PROPERTY AND EQUIPMENT

Property and equipment consists of the following at June 30:

2003 2002

Leasehold improvements $ 162,877 § 160,877
Equipment 476,018 494,659
Equipment under capital lease 31,608 31,608
Vehicles 58,335 67,135
728,838 754,279

Less: accumulated depreciation (465,188) (404,854)
$ 263,650 § 349,425

In December 2001, CBMC entered into a building rehabilitation and use agreement with an
organization whereby CBMC paid $120,000 for the rehabilitation and renovation of a portion of
a building located in the Chicago area. In return, CBMC was granted certain usage rights,
through a lease agreement, of the portion of the renovated building for a fifteen year period.
CBMC has recorded its investment in the renovation as a leasehold improvement in the
accompanying financial statements and is depreciating this leasehold improvement over the
fifteen year agreement period.

NOTE E--ANNUITY OBLIGATIONS

CBMC has established a gift annuity plan whereby donors may contribute assets to CBMC in
exchange for the right to receive a fixed doliar annual return during their lifetimes. The
difference between the fair value of assets received and the liability for future payments is
recognized as income at the date of the gift. Upon the death of the annuitant (or the last joint
annuitant), income distributions cease. The annuity payment liability is estimated based on the
present value of expected future payments. Adjustments to the annuity obligation due to
amortization of the discount and changes in life expectancy are included in the Statement of
Activities

Also included in annuity obligations at June 30, 2003 and 2002 is an amount that represents the
present value of payments to be made to the widow of a former president of the organization.
Lifetime monthly payments of $1,500 have been discounted using an 8% interest rate.

12



CBMC, INC.
Notes to Financial Statements - Continued

Years Ended June 30, 2003

T e ———
NOTE F--NET ASSETS

Temporarily restricted net assets are available for donor specified ministry operations and
projects.

Permanently restricted net assets consist of donor contributions to a memorial fund established in
memory of a former president and staff member. Interest generated from this fund is to be used
to support the ongoing ministry activity of evangelism and discipleship and is expended in the
year earned. Therefore, such amounts are reported as unrestricted support.

Net assets released from donor restrictions were used for various ministry operations and
equipment purchases as specified by the donors.

NOTE G--LEASE COMMITMENTS
CBMC leases certain office space under long-term lease agreements. CBMC also leases
automobiles and office equipment under noncancelable operating leases with terms of three to

five years.

CBMC leases certain data processing equipment under a capital lease arrangement dated
September 7, 2000. The lease is payable in 36 monthly installments of $995.

Minimum lease payments under this capital lease and noncancelable operating leases with
remaining terms in excess of one year as of June 30, 2003 are as follows:

Operating Capital

Leases Leases
2004 $ 109,126 § 1,990
2005 90,591 -
2006 25,972 -
$ 225,689 1,990

Amounts representing interest (20)

Present value of net minimum lease payments $ 1,970

NOTE H--RETIREMENT PLAN

CBMC sponsors a 401(k) plan which covers substantially all employees. CBMC matches $.50
for each dollar of an employee contribution up to 3% of the employee’s gualifying
compensation. In addition, CBMC may contribute a discretionary amount to the plan based on a

13



CBMC, INC.
Notes to Financial Statements - Continued

Years Ended June 30, 2003

m
NOTE H--RETIREMENT PLAN - Continued
percentage of employee’s compensation. This discretionary contribution was 5% for each of the

plan years ended December 31, 2002 and 2001. Retirement plan expense totaled $138,551 and
$153,852, respectively, for 2003 and 2002.

14



