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Bourgeois Bennett
CERTIFIED PUBLIC ACCOUNTANTS | CONSULTANTS

A LIMITED LIABILITY COMPANY

INDEPENDENT ACCOUNTANT’S AUDIT REPORT

To the Elders and the Board of Directors,
Celebration Church, Inc.,
Metairie, Louisiana.

Qualified Opinion

We have audited the accompanying financial statements of Celebration Church, Inc. (the
“Church”) (a nonprofit organization), which comprise the statements of financial position as of
December 31, 2021 and 2020, and the related statements of activities and cash flows for the years
then ended, and the related notes to the financial statements.

In our opinion, except for the effects of not reporting expenses by functional category
described in the Basis for Qualified Opinion section of our report, the financial statements referred
to in the first paragraph present fairly, in all material respects, the financial position of the Church
as of December 31, 2021 and 2020, and changes in net assets and cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Basis for Qualified Opinion

As more fully described in Note 2j, the Church did not report expenses by functional
category. Accounting principles generally accepted in the United States of America require the
reporting of expenses by functional category. The effects on the accompanying financial statements
of the failure to report expenses by function have not been determined.

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Church and to
meet our other ethical responsibilities, in accordance with the relevant ethical requirements relating
to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinions.
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Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with accounting principles generally accepted in the United States of
America; and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the financial statements that are free from material misstatement,
whether due to fraud or error. In preparing the financial statements, management is required to
evaluate whether there are conditions or events, considered in the aggregate, that raise substantial
doubt about The Church’s ability to continue as a going concern within one year after the date that
the financial statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as
a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with generally
accepted auditing standards and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud
is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the consolidated financial statements.

In performing an audit in accordance with generally accepted auditing standards and
Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

e Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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, no such
opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Church’s ability to continue as a going
concern for a reasonable period of time.
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We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control related matters that we identified during the audit.

Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements
as a whole. Schedule 1 is required by Louisiana Revised Statute 24:513(a)(3). Such information in
the supplemental schedule is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or
to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the information is
fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report, dated
December 29, 2022 on our consideration of the Church’s internal control over financial reporting
and on our test of its compliance with certain provisions of laws, regulations, contracts and grant
agreement, and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the effectiveness on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Church’s internal control over financial reporting and

compliance.
/@mgz«) W [LC.

Certified Public Accountants.
New Orleans, Louisiana,
December 29, 2022.



STATEMENTS OF FINANCIAL POSITION

Celebration Church, Inc.
Metairie, Louisiana

December 31, 2021 and 2020

ASSETS
2021 2020
Current Assets
Cash and cash equivalents $ 6,067,750 $ 3,249,734
Restricted cash 1,000,009 -
Accounts receivable, net 1,032,365 737,679
Insurance receivable 5,445,165 -
Inventory - 18,937
Other current assets 14,267 12,205
Total current assets 13,559,556 4,018,555
Noncurrent Assets
Property and equipment, net 28,683,720 32,613,073
Total assets $42.243.276 $36.631.628

See notes to financial statements.



LIABILITIES AND NET ASSETS

Current Liabilities
Accounts payable and accrued expenses
Accrued payroll liabilities
Deferred tuition and fees revenue
Deferred grant revenue
Other current liabilities
Current portion of long-term debt

Total current liabilities
Noncurrent Liabilities
Long-term debt, net of current portion and
unamortized debt issuance costs
Deferred grant revenue, net of current portion
Other noncurrent liabilities
Tenant deposits
Total noncurrent liabilities
Total liabilities

Commitments and Contingencies

Net Assets
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets

Exhibit A

2021 2020
$ 1,239,375 $§ 256,533
15,487 16,923
960,642 584,353
193,570 181,955
774,988 786,685
936,546 801,234
4,120,608 2,627,683
13,937,238 14,848,317
4,778,870 4,967,025
300,000 300,000
36,691 35,241
19,052,799 20,150,583
23,173,407 22,778,266
18,738,938 13,558,982
330,931 294,380
19,069,869 13,853,362
$42.243.276 $36.631.628




STATEMENT OF ACTIVITIES

Celebration Church, Inc.
Metairie, Louisiana

For the year ended December 31, 2021

Revenue, Gains, and Other Support
Contributions
School tuition, fees and other, net
Shopping center
Bookstore
Hope Closet
Airline Daycare
Grants
Paycheck Protection Program
loan forgiveness
Net assets released from restrictions

Total revenue, gains, and
other support

Operating Expenses
Program service:
Church and ministry
School
Shopping centers rent
Bookstore
Hope Closet
Airline Daycare
Other program services
Supporting service:
Administrative and general
Depreciation

Total operating expenses

Operating income

Exhibit B-1

Without With
Donor Donor
Restrictions Restrictions Totals
$ 8,028,725 $384,335 $ 8,413,060
2,982,530 - 2,982,530
1,076,287 - 1,076,287
19,762 - 19,762
99,383 - 99,383
736,757 - 736,757
1,141,443 - 1,141,443
1,389,589 - 1,389,589
347,784 (347,784) -
15,822,260 36,551 15,858,811
4,347,871 - 4,347,871
3,574,444 - 3,574,444
497,083 - 497,083
27,416 - 27,416
85,706 - 85,706
644,494 - 644,494
29,445 - 29.445
2,198,878 - 2,198,878
1,076,292 - 1,076,292
12,481,629 - 12,481,629
3,340,631 36,551 3,377,182




Other Income (Expenses)
Gain on asset disposal
Interest income
Interest expense
Hurricane expenses
Interest expense - amortization of
debt issuance costs

Other income, net
Change in Net Assets

Net Assets
Beginning of year

End of year

See notes to financial statements.

Exhibit B-1

(Continued)
Without With
Donor Donor
Restrictions Restrictions Totals
3,465,891 - 3,465,891
24 - 24
(741,631) - (741,631)
(870,439) - (870,439)
(14,520) - (14,520)
1,839,325 - 1,839,325
5,179,956 36,551 5,216,507
13,558,982 294,380 13,853,362
$18,738,938 $330,931 $19,069,869




STATEMENT OF ACTIVITIES

Celebration Church, Inc.
Metairie, Louisiana

For the year ended December 31, 2020

Revenue, Gains, and Other Support

Contributions

School tuition, fees and other, net

Shopping centers rent

Bookstore

Hope Closet

Airline Daycare

Grants

Paycheck Protection Program
loan forgiveness

Other revenue

Net assets released from restrictions

Total revenue, gains, and
other support

Operating Expenses

Program service:
Church and ministry
School
Shopping centers
Bookstore
Hope Closet
Airline Daycare
Other program services
Supporting service:
Administrative and general
Depreciation

Total operating expenses

Operating income

Exhibit B-2

Without With
Donor Donor
Restrictions Restrictions Totals

$ 6,873,511 $ 255,800 $ 7,129,311
3,844,504 - 3,844,504
1,058,281 - 1,058,281
29,474 - 29,474
68,344 - 68,344
581,820 - 581,820
364,024 - 364,024
1,466,100 - 1,466,100
14,822 - 14,822
315,010 (315,010) -
14,615,890 (59,210) 14,556,680
5,638,067 - 5,638,067
3,294,164 - 3,294,164
534,290 - 534,290
34,188 - 34,188
74,477 - 74,477
495,891 - 495,891
20,351 - 20,351
1,670,221 - 1,670,221
1,119,631 - 1,119,631
12,881,280 - 12,881,280
1,734,610 (59,210) 1,675,400




Other Income (Expenses)
Interest income
Interest expense
Interest expense - amortization of
debt issuance costs
Other expense, net

Change in Net Assets

Net Assets
Beginning of year (as restated)

End of year

See notes to financial statements.

Exhibit B-2

(Continued)
Without With
Donor Donor
Restrictions Restrictions Totals
45 - 45
(758.,479) - (758.,479)
(20,394) - (20,394)
(778,828) - (778,828)
955,782 (59,210) 896,572
12,603,200 353,590 12,956,790
$13,558,982 $ 294,380 $13,853,362




STATEMENTS OF CASH FLOWS

Celebration Church, Inc.
Metairie, Louisiana

For the years ended December 31, 2021 and 2020

Cash Flows From Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net
cash provided by operating activities:
Depreciation expense
Bad debt expense
Amortization of deferred loan costs
(Gain) loss on disposal of property and equipment
Paycheck Protection Program loans forgiveness
Changes in operating assets and liabilities:
Accounts receivable
Other receivables
Inventory
Other current assets
Accounts payable and accrued expenses
Accrued payroll liabilities
Deferred tuition and fees revenue
Deferred grant revenue
Other current liabilities
Other noncurrent liabilities

Net cash provided by operating activities
Cash Flows From Investing Activities
Proceeds from asset disposals
Purchases of property and equipment
Net cash provided by investing activities
Cash Flows From Financing Activities
Proceeds from Paycheck Protection Program loans
Borrowings under long-term debt
Repayments of long-term debt

Net cash provided by financing activities
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Exhibit C

2021 2020
$5,216,507 $ 896,572
1,076,292 1,119,631
68,000 94,000
14,520 20,394
(3,465,891) 314,961
(1,389,589) (1,466,100)
(362,686) 166,551

- 1,080

18,937 18,668
(2,062) (1,862)
982,842 (171,838)
(1,436) 13,902
376,289 (667,050)
(176,540) (219,769)
(10,247) (120,059)

- 300,000
2,344,936 299,081
1,000,000 -
(126,213) (186,666)
873,787 (186,666)
1,389,589 1,466,100
- 490,154
(790,287) (693,033)
599,302 1,263,221




Net Increase in Cash and Cash Equivalents
and Restricted Cash

Cash and Cash Equivalents and Restricted Cash
Beginning of year

End of year
Supplemental Disclosures of Cash Flow Information
Cash paid for interest during the year

Noncash Activity
Line of credit balance refinanced as a term note payable

See notes to financial statements.
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(Continued)
2021 2020
3,818,025 1,375,636
3,249,734 1,874,098
$7,067,759 $3,249,734
$ 741,631 $ 758,479
$ - $ 199,907




Note 1 -

Note 2 -

Exhibit D

NOTES TO FINANCIAL STATEMENTS

Celebration Church, Inc.
Metairie, Louisiana

December 31, 2021 and 2020

NATURE OF ACTIVITIES

Celebration Church, Inc. (the “Church”) is all about helping people find and fulfill God’s
plans and purposes for their lives. The Church has eight church campuses located across
the Greater New Orleans area. The Church also operates the Crescent City Christian
School (the “School”) which is located in Metairie, Louisiana. In addition, the Church
operates a Celebration Shopping Center, a Celebration Bookstore and Café, Celebration
Square, the Hope Closet, and a Celebration Daycare.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Basis of Accounting
The financial statements of the Church are prepared on the accrual basis of accounting.
Under this method, revenues are recognized when earned, and expenses are recorded
when incurred.

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

and reported as follows:

Net Assets Without Donor Restrictions - Resources are available to support the
general operations of the Church.

Net Assets With Donor Restrictions - Net assets subject to donor-imposed

stipulations that may or will be met either by action of the Church and/or the
passage of time, or net assets that are maintained in perpetuity by the Church.

12



Exhibit D
(Continued)

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

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 disclosures and the reported amounts of
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.

Cash and Cash Equivalents

The Church considers all short term, highly liquid investments with an initial maturity
of three months or less to be cash equivalents.

Accounts Receivable

Accounts receivable consists of tuition and fees related to the school system and are
stated at the amounts the school expects to collect. The School generally does not
require collateral and maintains an allowance for doubtful accounts for estimated
losses resulting from the inability of its students to make required payments. If the
financial condition of the School’s students were to deteriorate, adversely affecting
their ability to make payments, additional allowances would be required. The School’s
estimate for the allowance for doubtful accounts is based on a review of the current
status of accounts receivable. Accounts receivable is presented net of an allowance
for doubtful accounts of $221,229 and $153,229 as of December 31, 2021 and 2020,
respectively. The School uses a third-party company for tuition financing and earns
3% interest on all financed tuition. Interest income for the year ended December 31,
2021 and 2020 was insignificant.

Inventory

Inventory is stated at the lower of cost or net realizable value using the first-in, first-
out (FIFO) method. Inventory consists of apparel, audio books, Bibles, books, cards,
gifts, jewelry, media, music, software, and toys.

Property and Equipment

Property and equipment are stated at cost. The Church capitalizes all cost with an
estimated useful life greater than one year and an original cost in excess of $5,000.
Expenditures for maintenance, repairs, and minor renewals are charged against
earnings as incurred. Major expenditures for renewals and betterments are capitalized.
Donations of property and equipment are recorded as contributions at their estimated

13



Exhibit D
(Continued)

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
g. Property and Equipment (Continued)

fair value. Such donations are reported as contributions without donor restriction
unless the donor has restricted the donated asset to a specific purpose. Assets donated
with explicit restrictions regarding their use and contributions of cash that must be
used to acquire property and equipment are reported as contributions with donor
restrictions. Absent donor stipulations regarding how long those donated assets must
be maintained, the Church reports restrictions of net assets when the donated or
acquired assets are placed in service as instructed by the donor. The Church
reclassifies net assets with donor restrictions to net assets without donor restrictions
at that time.

Years
Building and improvements 15-39
Furniture and fixtures 3-7
Computer equipment 5
Equipment 5-7
Transportation equipment 5

h. Construction in Progress

Construction in progress is stated at cost, which includes the cost of construction and
other direct cost attributed to the construction. No provision for depreciation is made
on construction in progress until such time as the relevant assets are completed and
put into service.

i. Contributions and Revenue Recognition

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 donor restricted support is reported as an increase in net assets
without 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.

School tuition for the upcoming school year is reported as deferred amounts and
tuition revenue is recognized as earned on a monthly basis.

14



Exhibit D
(Continued)

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i

Contributions and Revenue Recognition (Continued)

Revenues are recognized when control of the promised goods or service is transferred
to the customers and tenants, in an amount that reflects the consideration to which the
Church expects to be entitled from customers or tenants for goods transferred or
services rendered. Revenue is recognized, over time, as performance obligations are
satisfied. Performance obligations are determined based on the nature of the good or
services provided. Revenue earned over time is recognized at the estimated amounts
expected to be collected.

Costs incurred by the Church in obtaining a contract are not capitalized. As part of the
Church’s adoption of the new revenue recognition guidance, the Church has elected
to apply the practical expedient to recognize the incremental costs of obtaining
contracts as an expense when incurred if the amortization period of the assets that the
Church otherwise would have recognized is one year or less. These costs are included
in operating expenses in the Statements of Activities.

The Church has elected to apply practical expedients to not disclose the revenue
related to unsatisfied performance obligations if the contract has an original duration
of one year or less, and the Church has recognized revenue for the amount in which it
has the right to bill.

The following is a description of principal service lines from which the Church
generates its revenue:

School and Airline Daycare tuition: Revenue from tuition and fees are presented at
transaction prices, which typically are determined based on standard published rates
for the services provided, less any financial aid awarded by the Church to qualifying
students. Tuition and fees revenues are recognized, and associated performance
obligations are satisfied over time during the course of the fiscal year in which the
student services are provided.

Shopping Center rent: Rent is received each month. Revenue is recognized when
control of the building space is provided.

Bookstore and Hope Closet sales: Sales of goods are presented at transaction prices
based on amounts charged for goods based on standard mark ups from the cost of
those goods. Revenue is recognized when control of the goods is transferred to the
customer.
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Exhibit D
(Continued)

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

i

Contributions and Revenue Recognition (Continued)

The Church has recorded deferred grant income from money reimbursed from the
Federal Emergency Management Agency (FEMA) for depreciable property replaced
as a result of the damage from Hurricane Katrina. Grant revenue is recognized over
the useful lives of the replaced property. The grant revenue recognized for the years
ended December 31, 2021 and 2020, was $183,894 and $195,662, respectively. The
remaining balance of deferred revenue as of December 31, 2021 and 2020 is
approximately $4,937,000 and $5,125,000. respectively.

Methods Used For Allocation of Expenses

The Church has elected not to report expenses by functional category. The reporting
of expenses by functional category is required under generally accepted accounting
principles (GAAP).

Income Taxes

The Church qualifies as a not-for-profit organization under Section 501 (c)(3) of the
Internal Revenue Code, and thus, is exempt from federal and state income taxes.

Accounting standards provide detailed guidance for financial statement recognition,
measurement, and disclosure of uncertain tax positions recognized in an entity’s
financial statements. It requires an entity to recognize the financial statement impact
of a tax position when it is more likely than not that the position will not be sustained
upon examination. As of December 31, 2021, management believes the Church has
no uncertain tax positions that qualify for either recognition or disclosure in the
financial statements. Tax years ended December 31, 2019 and later remain subject to
examination by taxing authorities.

Contributed Services

A number of unpaid volunteers have made significant contributions of their time to
the Church. These contributed services do not meet the criteria for recognition
required by generally accepted accounting principles and are not reflected in the
accompanying financial statements.

. Advertising Expense

The Church uses advertisings to promote its programs among the audiences it serves.
The Church’s policy is to expense advertising costs as incurred. Advertising expense
for the years ended December 31, 2021 and 2020 was $55,860 and $45,388,
respectively.
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Exhibit D
(Continued)

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
n. Financial Aid

The School and daycare provide financial aid in the form of tuition reduction to
children of school employees, church members and other various discounts. Tuition
revenue in the Statement of Activities is reported net of financial aid in the amount of
$240,508 and $342,331 for the years ended December 31, 2021 and 2020,
respectively.

0. Compensated Absences

Employees of the Church are entitled to paid vacation, paid sick days, and personal
days off, depending on job classifications, length of service and other factors. It is
impracticable to estimate the amount of compensation for future absences, and
accordingly, no liability has been recorded to the accompanying financial statements.
The Church’s policy is to recognize the costs of compensated absences when actually
paid to employees.

p- Recently Issued Accounting Standards
Leases

In February 2016, the Financial Accounting Standards Board (FASB) issued
Accounting Standards Update (ASU) No. 2016-02, “Leases” (Topic 842). ASU No.
2016-02 requires that a lease liability and related right-of-use-asset representing the
lessee’s right to use or control the asset be recorded on the Statement of Financial
Position upon the commencement of all leases except for short-term leases. Leases
will be classified as either finance leases or operating leases, which are substantially
similar to the classification criteria for distinguishing between capital leases and
operating in existing lease accounting guidance. As a result, the effect of leases in the
Statements of Activities and the Statements of Cash Flows will be substantially
unchanged from the existing lease accounting guidance. The ASU No. 2016-02 is
effective for fiscal years beginning after December 15, 2021. Early adoption is
permitted. The Church is currently evaluating the full effect that the adoption of this
standard will have on the financial statements.
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Exhibit D
(Continued)

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
p. Recently Issued Accounting Standards (Continued)
Discount Rate

In November 2021, the FASB issued ASU No. 2021-09, “Leases” (Topic 842)
“Discount Rate for Lessees That Are Not Public Business Entities” (ASU No. 2021-
09). This ASU currently provides lessees that are not public business entities with a
practical expedient that allows them to elect, as an accounting policy, to use a risk-
free rate as the discount rate for all leases. The amendments in this update allow those
lessees to make the risk-free rate election by class of underlying asset, rather than at
the entity-wide level. An entity that makes the risk-free rate election is required to
disclose which asset classes it has elected to apply a risk-free rate. The amendments
require that when the rate implicit in the lease is readily determinable for any
individual lease, the lessee use that rate (rather than a risk-free rate or an incremental
borrowing rate), regardless of whether it has made the risk-free rate election. Entities
that have not yet adopted Topic 842, are required to adopt the amendments in this
update at the same time that they adopt Topic 842.

Contributed Nonfinancial Assets

In September 2020, the FASB issued ASU No. 2020-07, Not-for-Profit (Topic 958)
“Presentation and Disclosures by Not-for-Profit Entities for Contributed
Nonfinancial Assets” the amendments in this update apply to nonprofit organizations
that receive contributed nonfinancial assets. Contribution revenue may be presented
in the financial statements using different terms (for example, gifts, donations, grants,
gifts-in-kind, donated services, or other terms). The amendments address presentation
and disclosure of contributed nonfinancial assets. The term nonfinancial asset includes
property and equipment (such as land, buildings, and equipment), use of property and
equipment or utilities, materials and supplies, intangible assets, services, and
unconditional promises of those assets. The ASU is effective for fiscal years
beginning after June 15, 2022. The Church is currently evaluating the effect that the
adoption of this standard will have on its financial statements.

q. Reclassifications

Certain amounts in the 2020 financial statements have been reclassified to conform to
the 2021 financial statement presentation.

18



Note 2 -

Note 3 -

Exhibit D
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

r. Subsequent Events

Management evaluates events occurring subsequent to the date of the financial
statements in determining the accounting for and disclosure of transactions and events
that affect the financial statements. Subsequent events have been evaluated through
December 29, 2022, which is the date the financial statements were available to be

1ssued.

RESTATEMENT

Net assets as of December 31, 2019 have been restated to reflect various corrections of
errors discovered during 2020. The following table presents these corrections.

Net assets as of December 31, 2019,
as previously reported

Net asset correction - increase (decrease):
To correct:

Payroll taxes expensed when paid,
which were already accrued,
accrued payroll liabilities

overstated
To record:

Contributions not recorded
in prior year

Understatement of deferred revenue

Note payable not previously recorded

To write off prior year:

Credit card debt balances

Uncollectible receivables

Property and equipment disposals

Other current asset disposals

Other current liabilities understated

Expense invoices voided
(accounts payable understated)

Net assets as of December 31, 2019,
as restated

19

Net Assets Net Assets

Without Donor  With Donor Total
Restrictions Restrictions Net Assets
$14,543,059 $353,590 $14,896,649

30,242 - 30,242

20,995 - 20,995
(124,369) - (124,369)
(113,058) - (113,058)
(86,591) - (86,591)
(420,781) - (420,781)
(422,893) - (422,893)
(426,352) - (426,352)
(306,602) - (306,602)
(90,450) - (90,450)

$12,603,200 $353,590 $12,956,790




Exhibit D
(Continued)

Note 4 - CONCENTRATIONS OF CREDIT RISK

The Church maintains deposits with local financial institutions. Accounts at these
institutions are insured by the U.S. Federal Deposit Insurance Corporation up to $250,000
per account. The balances at times may exceed federally insured limits. As of December
31, 2021, there was approximately $6,690,000 in uninsured cash.

Note 5 - INSURANCE RECEIVABLE

On August 29, 2021, Hurricane Ida struck the Greater New Orleans Area. Certain
buildings owned by the Church sustained damage. The Church maintains various
insurance policies on the damaged buildings. Estimated damages sustained and insurance
proceeds are as follows:

Estimated damage to buildings at net book value $3.100.000

Estimated insurance reimbursement for replacement

cost and supplemental coverages $6,500,000
Insurance proceeds received during the year ended

December 31, 2021 1,000,000
Remaining insurance proceeds receivable $5.500.000

Note 6 - PROPERTY AND EQUIPMENT

Property and equipment as of December 31, 2021 and 2020 consists of the following:

2021 2020

Land $ 3,965,757 $ 3,965,757
Building and improvements 32,868,406 37,142,666
Furniture and fixtures 1,187,289 1,187,288
Computer equipment 1,013,302 1,013,301
Equipment 3,655,762 3,655,763
Transportation equipment 52,600 52,600
Construction in progress 436,141 196,718
43,179,257 47,214,093

Less accumulated depreciation (14,495,537) (14,601,020)
Totals $28,683,720 $32,613,073

Depreciation expense for the years ended December 31, 2021 and 2020 was $1,076,292
and $1,119,631, respectively.
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Exhibit D
(Continued)

Note 7- LONG-TERM DEBT

Long-term debt as of December 31, 2021 and 2020 consists of the following:

2021 2020

Various notes payable to Hancock Whitney bank paid
in monthly installments of approximately $150,000,
including interest ranging from 4.5% to 6%. The notes
mature at various times, through 2028. The notes are
secured by the assets of the Church. $14,468,948 $15,235,480

Economic Injury Disaster Loan (EIDL) agreements
administered by the United States Small Business
Administration (SBA) totaling $300,000. Interest on
the loan is 2.75%. The loan requires principal and
interest payments of $1,282 beginning June 22, 2022
through maturity, October 22, 2051. The loan is
secured by substantially all tangible and intangible
property of the Church. 300,000 300,000

Note payable to Pawnee Leasing, Inc. paid in monthly
installments of $2,369, including interest at 12.60%.
The note matures in 2024. The note is secured by the
assets of the Church. 70,884 86,043

Note payable to the Louisiana Baptist Convention paid
in monthly installments of $966, including interest at
3.00%. The note matures in 2027. The note is 62,128 70,724

Total long-term debt 14,901,960 15,692,247
Less: current portion (936,546) (801,234)
Less: unamortized debt issuance costs (28,176) (42,696)

Long-term debt, less current portion and
unamortized deft issuance costs $13,937,238 $14,848,317
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Exhibit D
(Continued)

Note 7- LONG-TERM DEBT (Continued)
The maturities of long-term debt as of December 31, 2021 are as follows:

Years ending

December 31,
2022 $ 936,546
2023 7,312,408
2024 355,760
2025 327,036
2026 331,077
Thereafter 5,639,133
Total $14,901,960

Note 8 - DEFERRED LOAN COSTS

Certain costs related to the long-term debt and other financing costs were capitalized and
were being amortized over the estimated life of the related notes payable. Financing and
loan acquisition costs totaled $245,116 for both of the years ended December 31, 2021
and 2020. Accumulated amortization totaled $216,940 and $202,420 as of December 31,
2021 and 2020, respectively. For the years ended December 31, 2021 and 2020,
amortization expense totaled $14,520 and $20,394 , respectively.

Note 9 - NET ASSETS WITH DONOR RESTRICTIONS
Net assets with donor restrictions totaled $330,931 and $294,380 as of December 31,
2021 and 2020, respectively, restricted for use in ministry support.

Note 10 - LEASES
Lessee
The Church leases copy machines and buildings from various businesses under non-
cancelable operating leases that expire at various dates through 2026. The lease

agreements typically provide for a specific monthly payment. The amount due in
subsequent years are deemed by management to be insignificant.
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Exhibit D
(Continued)

LEASES (Continued)

Lessor

The Church leases a church, retail space, and office space to various tenants under non-
cancelable operating leases that expire at various dates through 2026. The lease
agreements typically provide for a specific monthly payment plus reimbursement of

certain operating costs. The minimum future rentals under non-cancelable operating
leases as of December 31, 2021 are approximately as follows:

Years ending

December 31,
2022 $ 843,000
2023 699,000
2024 415,000
2025 159,000
2026 45,300
Total $2,161,300

PAYCHECK PROTECTION PROGRAM LOAN

On March 12, 2021, the Church received a $951,165 loan under the Paycheck Protection
Program (PPP) of the U.S. Small Business Administration (SBA). Interest on the loan
was 1%. The loan was forgiven on April 22, 2022. The loan forgiveness of $951,164 is
reported on the December 31, 2021 Statement of Activities.

On March 12, 2021, the School received a $438,424 loan under the PPP of the SBA.
Interest on the loan was 1%. The loan was forgiven on April 11, 2022. The loan
forgiveness of $438,425 is reported on the December 31, 2021 Statement of Activities.

On April 8, 2020, the Church received a $993,700 loan under the PPP of the U.S. Small
Business Administration (SBA). Interest on the loan was 1%. The loan was forgiven on
June 14, 2021. The loan forgiveness of $993,700 is reported on the December 31, 2020
Statement of Activities.

On April 8, 2020, the School received a $472,400 loan under the PPP of the SBA. Interest

on the loan was 1%. The loan was forgiven on April 21, 2021. The loan forgiveness of
$472,400 is reported on the December 31, 2020 Statement of Activities.
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Exhibit D
(Continued)

EMPLOYEE BENEFIT PLAN

The Church sponsors a defined contribution plan (the “Plan”) for all employees qualified
under Section 403(b) of the Internal Revenue Code. Contributions to the Plan by the
Church are based on the participant’s contributions. The Church pays expenses associated
with the administration of the Plan. The Church did not make any contributions to the
Plan during the years ended December 31, 2021 and 2020.

COMMITMENTS AND CONTINGENCIES

The Church is exposed to various risks of loss from torts; theft of, damage to, and
destruction of assets; business interruption; employee injuries and illness; and natural
disaster. Commercial insurance coverage is purchased for claims arising from such
matters.

The Church has received grants from the federal government in response to federally
declared emergencies. These grants are subject to audit by the corresponding oversight
agency as to allowable costs paid with governmental funds and as to the share of costs
contributed by the Church. The Church would be liable for as much as the full amount of
governmental funds expended for the year, if under audit, the oversight agency was to
determine that all costs charged to the project were disallowed. During the year ended
December 31, 2020, management determined that $300,000 is a reasonable estimate of
disallowed grant funds. The estimated disallowed grant funds of $300,000 is reported as
administrative and general expenses on the December 31, 2020 Statement of Activities.

LIQUIDITY AND AVAILABILITY OF RESOURCES

As part of the Church’s liquidity management, it has a policy to structure its financial
assets to be available as its general expenditures, liabilities, and other obligations come
due.

The Church receives gifts with donor restrictions and contributions with donor time and
purpose restrictions. In addition, the Church generates revenue and receives support
without donor restrictions. Contributions without donor restrictions, school tuition,
shopping center rentals, bookstore sales, Hope Closet sales, daycare tuition, and other
income are considered to be available to meet cash needs for general expenditures.
General expenditures include ministry, school, shopping centers, bookstore, Hope Closet,
Airline Daycare, other program, general and administrative and depreciation expenses.
Annual operations are defined as activities occurring during, and included in the budget
for, the upcoming year.
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Exhibit D
(Continued)

The following table represents financial assets available for general expenditures within

one year of December 31, 2021 and 2020:

2021 2020
Financial assets:
Cash and cash equivalents $6,067,750 $3,249,734
Accounts receivable, net 1,032,365 737,679
Total financial assets 7,100,115 3987413
Less amounts not available to be
used within one year, due to:
Contractual or donor imposed restrictions:
Purpose restricted net assets (330,931) (294,380)
Financial assets available to meet
general expenditures within one year $6.769.184 $3.693.033
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Schedule 1

SCHEDULE OF COMPENSATION, BENEFITS, AND OTHER
PAYMENTS TO AGENCY HEAD OR CHIEF EXECUTIVE OFFICER

Celebration Church, Inc.
Metairie, Louisiana

For the year ended December 31, 2021

Agency Head Name: Lead Pastor Dennis Watson

Purpose
Salary $
Benefits - insurance
Benefits - retirement
Deferred compensation
Workers compensation
Benefits - life insurance
Benefits - long term disability
Benefits - FICA and Medicare
Car allowance
Vehicle provided by government
Cell phone
Dues
Vehicle rental
Per diem
Tuition reimbursements
Travel
Registration fees
Conference travel
Unvouchered expenses
Meetings and conventions
Other

S OO OO OO oo oo oo oo oo oo oo

&+
)

Note:
No public funds were used to pay Mr. Watson's salary, benefits, or any other compensation
during the year ended December 31, 2021.
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SPECIAL REPORTS OF CERTIFIED PUBLIC ACCOUNTANTS




Bourgeois Bennett
CERTIFIED PUBLIC ACCOUNTANTS | CONSULTANTS

A LIMITED LIABILITY COMPANY

INDEPENDENT AUDITOR’S REPORT ON INTERNAL
CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors,
Celebration Church, Inc.,
Metairie, Louisiana.

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of
Celebration Church, Inc. (a non-profit corporation) (the “Church”), which comprise the statement
of financial position as of December 31, 2021, and the related statements of activities and cash flows
for the year then ended, and the related notes to the financial statements, which collectively comprise
the Church’s financial statements, and have issued our report thereon dated December 29, 2022.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, 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.

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 material weakness is a deficiency,
or a 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. 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.
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Our consideration of internal control was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control that
might be material weaknesses or significant deficiencies. Given these limitations, during our audit
we did not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Church’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct
and material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Church’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Church’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

ﬁm«g««) W [LC.

Certified Public Accountants.

New Orleans, Louisiana,
December 29, 2022.
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SCHEDULE OF FINDINGS AND RESPONSES

Celebration Church, Inc.
Metairie, Louisiana

For the year ended December 31, 2021

Section I - Summary of Auditor’s Results
a) Financial Statements
Type of report issued on the financial statements: unmodified

Internal control over financial reporting:

e Material weakness(es) identified? Yes X No
e Significant deficiency(ies) identified that are
not considered to be a material weakness? Yes X None reported
Noncompliance material to financial statements noted? Yes X No

b) Federal Awards
The Church did not expend federal awards in excess of $750,000 during the year ended

December 31, 2021 and, therefore, is exempt from the audit requirements under the Uniform
Guidance.

Section II - Internal Control Over Financial Reporting and Compliance and Other Matters
Material to the Financial Statements
Internal Control Over Financial Reporting

No material weaknesses were reported during the audit of the financial statements for the
year ended December 31, 2021.

No significant deficiencies were reported during the audit of the financial statements for the
year ended December 31, 2021.
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(Continued)

Section II - Internal Control Over Financial Reporting and Compliance and Other Matters
Material to the Financial Statements (Continued)

Compliance and Other Matters
There were no compliance findings material to the financial statements reported during the
audit for the year ended December 31, 2021.
Section III - Federal Award Findings and Questioned Costs
Internal Control and Compliance Material to Federal Awards
The Church did not expend federal awards in excess of $750,000 during the year ended

December 31, 2021 and therefore is exempt from the audit requirements under the Uniform
Guidance.
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SCHEDULE OF PRIOR YEAR FINDINGS AND RESPONSES

Celebration Church, Inc.
Metairie, Louisiana

For the year ended December 31, 2021

Section I - Internal Control Over Financial Reporting and Compliance and Other Matters
Material to the Financial Statements

Internal Control Over Financial Reporting

No material weaknesses were reported during the audit of the financial statements for the
year ended December 31, 2020.

No significant deficiencies were reported during the audit of the financial statements for the
year ended December 31, 2020.

Compliance and Other Matters
There were no compliance findings material to the financial statements reported during the
audit for the year ended December 31, 2020.
Section II - Internal Control and Compliance Material to Federal Awards
Celebration Church, Inc. did not expend federal funds in excess of $750,000 during the year

ended December 31, 2020 and, therefore, is exempt from the audit requirements under the
Uniform Guidance.

Section III - Management Letter

A management letter was not issued in connection with the audit for the year ended December
31, 2020.
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MANAGEMENT’S CORRECTIVE ACTION PLAN

Celebration Church, Inc.
Metairie, Louisiana

For the year ended December 31, 2021

Section I - Internal Control Over Financial Reporting and Compliance and Other Matters
Material to the Financial Statements

Internal Control Over Financial Reporting

No material weaknesses were reported during the audit of the financial statements for the
year ended December 31, 2021.

No significant deficiencies were reported during the audit of the financial statements for the
year ended December 31, 2021.

Compliance and Other Matters
There were no compliance findings material to the financial statements reported during the
audit for the year ended December 31, 2021.
Section II - Internal Control and Compliance Material to Federal Awards
The Church did not expend more $750,000 in Federal awards during the year ended December
31, 2021, and therefore, is exempt from the audit requirements under the Uniform Guidance.
Section III - Management Letter

A management letter was not issued in connection with the audit for the year ended December
31,2021.
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STATEWIDE AGREED-UPON PROCEDURES




Bourgeois Bennett
CERTIFIED PUBLIC ACCOUNTANTS | COMSULTANTS

A LIMITED LIABILITY COMPANY

INDEPENDENT ACCOUNTANT’S REPORT ON
APPLYING AGREED-UPON PROCEDURES

To the Elders and the Board of Directors of
Celebration Church, Inc.,
Metairie, Louisiana.

We have performed the procedures described in Schedule 2 on the control and compliance
(C/C) areas identified in the Louisiana Legislative Auditor’s (LLA) Statewide Agreed-Upon
Procedures (SAUP) for the fiscal period January 1, 2021 through December 31, 2021. Celebration
Church, Inc. (the “Church”) management is responsible for those C/C areas identified in the SAUPs.

The Church has agreed to and acknowledged that the procedures performed are appropriate
to meet the intended purpose of the engagement, which is to perform specified procedures on the
C/C areas identified in the LLA’s SAUPs for the fiscal period January 1, 2021 through December
31, 2021. Additionally, the LLA has agreed to and acknowledged that the procedures performed are
appropriate for its purpose. This report may not be suitable for any other purpose. The procedures
performed may not address all the items of interest to a user of this report and may not meet the
needs of all users of this report and, as such, users are responsible for determining whether the
procedures performed are appropriate for their purposes.

The procedures and associated findings are described in Schedule 2.

We were engaged by the Church to perform this agreed-upon procedures engagement and
conducted our engagement in accordance with the attestation standards established by the American
Institute of Certified Public Accountants and applicable standards of Government Auditing
Standards. We were not engaged to and did not conduct an examination or review engagement, the
objective of which would be the expression of an opinion or conclusion, respectively, on these C/C
areas identified in the SAUPs. Accordingly, we do not express such an opinion or conclusion. Had
we performed additional procedures, other matters might have come to our attention that would have
been reported to you.

We are required to be independent of the Church and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements related to our agreed-upon procedures
engagement.
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This report is intended solely to describe the scope of testing performed on those C/C areas
identified in the SAUPs, and the result of that testing, and not to provide an opinion on control or
compliance. Accordingly, this report is not suitable for any other purpose. Under Louisiana Revised
Statue 24:513, this report is distributed by the LLA as a public document.

/Gnuﬁm W LLC.

Certified Public Accountants.

New Orleans, Louisiana,
December 29, 2022.
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Schedule 2

SCHEDULE OF PROCEDURES AND ASSOCIATED FINDINGS
OF THE STATEWIDE AGREED-UPON PROCEDURES

Celebration Church, Inc.
Metairie, Louisiana

For the year ended December 31, 2021

The required procedures and our findings are as follows:

Procedures Performed on the Church’s Written Policies and Procedures:

l.

Obtain and inspect the Church’s written policies and procedures and observe that they address
each of the following categories and subcategories if applicable to public funds and the Church’s
operations:

a) Budgeting, including preparing, adopting, monitoring, and amending the budget.
Performance: Obtained and read the written policy for budgeting and found it to address
all the functions listed above.
Exceptions: There were no exceptions noted.

b) Purchasing, including (1) how purchases are initiated; (2) how vendors are added to the
vendor list; (3) the preparation and approval process of purchase requisitions and purchase
orders; (4) controls to ensure compliance with the public bid law; and (5) documentation
required to be maintained for all bids and price quotes.

Performance: Obtained and read the written policy for purchasing and found it to address
all the functions listed above.
Exceptions: There were no exceptions noted.

c) Disbursements, including processing, reviewing, and approving.
Performance: Obtained and read the written policy for disbursements and found it to
address all the functions listed above.
Exceptions: There were no exceptions noted.

d) Receipts/Collections, including receiving, recording, and preparing deposits. Also, policies
and procedures should include management’s actions to determine the completeness of each
type of revenue.

Performance: Obtained and read the written policy for receipts/collections and found it to
address all the functions listed above.
Exceptions: There were no exceptions noted.
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Schedule 2
(Continued)

Procedures Performed on the Church’s Written Policies and Procedures: (Continued)

e)

g)

h)

)

Payroll/Personnel, including (1) payroll processing, (2) reviewing and approving time and
attendance records, including leave and overtime worked, and (3) approval process for
employee(s) rate of pay or approval and maintenance of pay rate schedules.
Performance: Obtained and read the written policy for payroll and personnel and found it
to address all the functions listed above.
Exceptions: There were no exceptions noted.

Contracting, including (1) types of services requiring written contracts, (2) standard terms

and conditions, (3) legal review, (4) approval process, and (5) monitoring process.
Performance: The Church did not have any qualifying contracts to test in the period.
Exceptions: There were no exceptions noted.

Credit Cards (and debit cards, fuel cards, P-Cards, if applicable), including (1) how cards are
to be controlled, (2) allowable business uses, (3) documentation requirements, (4) required
approvers of statements, and (5) monitoring card usage (e.g., determining the reasonableness
of fuel card purchases).
Performance: Obtained and read the written policy for credit cards and found it to address
all the functions listed above.
Exceptions: There were no exceptions noted.

Travel and Expense Reimbursement, including (1) allowable expenses, (2) dollar thresholds

by category of expense, (3) documentation requirements, and (4) required approvers.
Performance: The Church has a policy that no travel expenses should be incurred.
Exceptions: There were no exceptions noted.

Ethics, including (1) the prohibitions as defined in Louisiana Revised Statute 42: 1111-1121,
(2) actions to be taken if an ethics violation takes place, (3) system to monitor possible ethics
violations, and (4) requirement that all employees, including elected officials, annually attest
through signature verification that they have read the Church’s ethics policy.

Not applicable for not-for-profit entities.

Debt Service, including (1) debt issuance approval, (2) continuing disclosure/EMMA

reporting requirements, (3) debt reserve requirements, and (4) debt service requirements.
Not applicable for not-for-profit entities.
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Schedule 2
(Continued)

Procedures Performed on the Church’s Written Policies and Procedures: (Continued)

k)

D

Information Technology Disaster Recovery/Business Continuity, including (1) identification
of critical data and frequency of data backups; (2) storage of backups in a separate physical
location isolated from the network; (3) periodic testing/verification that backups can be
restored; (4) use of antivirus software on all systems; (5) timely application of all available
system and software patches/updates; and (6) identification of personnel, processes, and tools
needed to recover operations after a critical event.

Performance: Obtained and read the written policy for information technology disaster
recovery/business continuity policy and found it to address all the functions listed
above.

Exceptions: There were no exceptions noted.

Sexual Harassment, including R.S. 42:342-344 requirements for (1) agency responsibilities
and prohibitions, (2) annual employee training, and (3) annual reporting.
Not applicable for not-for-profit entities.

Procedures Performed on the Church’s Board:

2. Obtain and inspect the board/finance committee minutes for the fiscal period, as well as the
board’s enabling legislation, charter, bylaws, or equivalent document in effect during the fiscal
period and:

a)

b)

Observe that the board/finance committee met with a quorum at least monthly, or on a
frequency in accordance with the board’s enabling legislation, charter, or other equivalent
document.

Performance: The Church’s bylaws require a minimum of 4 meetings annually. We
obtained and read minutes from 4 board (Administrative Committee) meetings during
the year ended December 31, 2021. The frequency of and quorum representation of
those meetings was considered to be appropriate.

Exceptions: There were no exceptions noted.

For those entities reporting on the governmental accounting model, observe whether the
minutes referenced or included monthly budget-to-actual comparisons on the general fund,
quarterly budget-to-actual, at a minimum, on proprietary funds, and semi-annual budget-to
actual, at a minimum, on all special revenue funds. Alternatively, for entities reporting on the
nonprofit accounting model, observe that the minutes referenced or included financial activity
relating to public funds if those funds comprised more than 10% of the entity’s collections
during the fiscal period.

Not applicable for not-for-profit entities with less than 10% of entity collections

comprised of public funds during the fiscal period.
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(Continued)

Procedures Performed on the Church’s Board: (Continued)

©)

For governmental entities, obtain the prior year audit report and observe the unassigned fund
balance in the general fund. If the general fund had a negative ending unassigned fund balance
in the prior year audit report, observed that the minutes for at least 1 meeting during the fiscal
period referenced or included a formal plan to eliminate the negative unrestricted fund balance
in the general fund.
Not applicable. The Church is a nonprofit organization. The governmental accounting
model is not applicable.

Procedures Performed on the Church’s Bank Reconciliations:

3. Obtain a listing of the Church’s bank accounts from management and management’s
representation that the listing is complete. Ask management to identify the main operating
account. Select the Church’s main operating account and select 4 additional accounts (or all
accounts if less than 5). Randomly select 1 month from the fiscal period, obtain and inspect the
corresponding bank statement and reconciliation for each selected account, and observe that:

b)

Performance: Obtained the listing of bank accounts from management and received
management’s representation in a separate letter that the listing is complete.
Exceptions: There were no exceptions noted.

Bank reconciliations include evidence that they were prepared within 2 months of the related
statement closing date (e.g., initialed and dated, electronically logged); and
Performance: Obtained monthly bank reconciliation for the selected months for the main
operating bank account and 4 other accounts. Inspected management’s documentation
for timely preparation of the bank reconciliations.
Exceptions: There were no exceptions noted.

Bank reconciliations include evidence that a member of management who does not handle
cash, post ledgers, or issue checks has reviewed each bank reconciliation (e.g., initialed and
dated, electronically logged); and
Performance: Inspected the Church’s bank reconciliations for the 5 bank accounts selected
and discussed the review procedure with the member of management who does not
handle cash, post ledgers, or issue checks and who has reviewed each bank
reconciliation.
Exceptions: The review procedure is not documented by initialing and dating the bank
reconciliations.

Management has documentation reflecting that it has researched reconciling items that have
been outstanding for more than 12 months from the statement closing date, if applicable.
Performance: Requested documentation from management reflecting that it has
researched reconciling items that have been outstanding for more than 12 months from
the statement closing date.
Exceptions: There were no exceptions noted.
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(Continued)

Procedures Performed on the Church’s Collections:

4. Obtain a listing of deposit sites for the fiscal period where deposits for cash/check/money order
(cash) are prepared and management’s representation that the listing is complete. Select 5 deposit
sites (or all deposit sites if less than 5).

Performance: Obtained the listing of deposit sites from management and received
management’s representation in a separate letter that the listing is complete. Selected the
sole location for testing.

Exceptions: There were no exceptions noted.

5. For each deposit site selected, obtain a listing of collection locations and management’s
representation that the listing is complete. Randomly select 1 collection location for each deposit
site (e.g., collection locations for 5 deposit sites), obtain and inspect written policies and
procedures relating to employee job duties (if no written policies or procedures, inquire of
employees about their job duties) at each collection location, and observe that job duties are
properly segregated at each collection location such that:

Performance: Obtained the listing of collection locations from management and received
management’s representation in a separate letter that the listing is complete.
Exceptions: There were no exceptions noted.

a) Employees that are responsible for cash collections do not share cash drawers/registers.
Performance: Inspected policy manuals, inquired of client as to all the requirements.
Exceptions: There were no exceptions noted.

b) Each employee responsible for collecting cash is not responsible for preparing/making bank
deposits, unless other employee/official is responsible for reconciling collection
documentation (e.g., pre-numbered receipts) to the deposit.

Performance: Inspected policy manuals, inquired of client as to all the requirements.
Exceptions: There were no exceptions noted.

c) Each employee responsible for collecting cash is not responsible for posting collection entries
to the general ledger or subsidiary ledgers unless another employee/official is responsible for
reconciling ledger postings to each other and to the deposit.

Performance: Inspected policy manuals, inquired of client as to all the requirements.
Exceptions: There were no exceptions noted.

d) The employee(s) responsible for reconciling cash collections to the general ledger and/or
subsidiary ledgers, by revenue source and/or agency fund additions are not responsible for
collecting cash, unless another employee verifies the reconciliation.

Performance: Inspected policy manuals, inquired of client as to all the requirements.
Exceptions: There were no exceptions noted.
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Schedule 2
(Continued)

Procedures Performed on the Church’s Collections: (Continued)

6.

Obtain from management a copy of the bond or insurance policy for theft covering all employees
who have access to cash. Observe the bond or insurance policy for theft was enforced during the
fiscal period.

Performance: Obtained a copy of the insurance policy for theft covering all employees who
have access to cash. Observed that the insurance policy for theft was enforced during the
fiscal period.

Exceptions: There were no exceptions noted.

Randomly select 2 deposit dates for each of the Church’s 4 bank accounts selected for procedures
#3 under “Procedures Performed on the Church’s Bank Reconciliations” above (select the next
deposit date chronologically if no deposits were made on the dates randomly selected and
randomly select a deposit if multiple deposits were made on the same day). [Alternately, the
practitioner may use a source document other than bank statements when selecting the deposit
dates for testing, such as a cash collection log, daily revenue report, receipt book, etc.] Obtain
supporting documentation for each of the 10 deposits selected and:

a) Observe that receipts are sequentially pre-numbered.
Performance: Obtained supporting documentation for the selected deposits and observed
that no deposits required pre-numbered cash receipts.
Exceptions: There were no exceptions noted.

b) Trace sequentially pre-numbered receipts, system reports, and other related collection
documentation to the deposit slip.
Performance: Traced supporting documentation to the deposit slip.
Exceptions: There were no exceptions noted.

c) Trace the deposit slip total to the actual deposit per the bank statement.
Performance: Traced deposit slip total to actual deposit per bank statement.
Exceptions: There were no exceptions noted.

d) Observe that the deposit was made within 1 business day of receipt at the collection location
(within 1 week if the depository is more than 10 miles from the collection location or the
deposit is less than $100 and any cash is stored securely in a locked safe or drawer).

Performance: Observed that the deposits tested were made within 1 business day of
receipt.
Exceptions: There were no exceptions noted.

e) Trace the actual deposit per the bank statement to the general ledger.

Performance: Traced the actual deposit per the bank statement to the general ledger.
Exceptions: There was no exception noted.
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Schedule 2
(Continued)

Procedures Performed on the Church’s Non-Payroll Disbursements (Excluding Card
Purchases/Payments, Travel Reimbursements, and Petty Cash Purchases):

8. Obtain a listing of locations that process payments for the fiscal period, and management’s
representation that the listing is complete. Select 5 locations (or all locations if less than 5).

Performance: Obtained a listing of locations that process payments for the fiscal period from
management and received management’s representation in a separate letter that the listing
is complete. Selected the sole location for testing.

Exceptions: There were no exceptions noted.

9. For each location selected under #8 above, obtain a listing of those employees involved with non-
payroll purchasing and payment functions. Obtain written policies and procedures relating to
employee job duties (if the Church has no written policies and procedures, inquire of employees
about their job duties), and observe that job duties are properly segregated such that:

a)

b)

d)

At least 2 employees are involved in initiating a purchase request, approving a purchase, and
placing an order/making the purchase.

Performance: Obtained a listing of employees involved in initiating a purchase request,
approving a purchase, and placing an order/making a purchase. Observed at least 2
employees are involved.

Exceptions: There were no exceptions noted.

At least 2 employees are involved in processing and approving payments to vendors.
Performance: Obtained a listing of employees involved in processing and approving
payments to vendors. Observed at least 2 employees are involved.
Exceptions: There were no exceptions noted.

The employees responsible for processing payments are prohibited from adding/modifying
vendor files unless another employee is responsible for reviewing changes to vendor files.
Performance: Obtained a listing of employees involved in processing payments to
vendors. Observed that the employee responsible for processing payments is involved
in adding/modifying vendor files. Management confirmed and we observed that
another employee is responsible for reviewing changes to vendor files.
Exceptions: There were no exceptions noted.

Either the employee/official responsible for signing checks mails the payment or gives the
signed checks to an employee to mail who is not responsible for processing payments.
Performance: Obtained a listing of employees involved with signing and mailing checks
and verified they are not involved in the processing of payments.
Exceptions: There were no exceptions noted.
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Schedule 2
(Continued)

Procedures Performed on the Church’s Non-Payroll Disbursements (Excluding Card
Purchases/Payments, Travel Reimbursements, and Petty Cash Purchases): (Continued)

10. For each location selected under #8 above, obtain the Church’s non-payroll disbursement

transaction population (excluding cards and travel reimbursements) and obtain management’s
representation that the population is complete. Select 5 disbursements for each location, obtain
supporting documentation for each transaction and:
Performance: Obtained the Church’s non-payroll disbursement transaction population and
management’s representation in a separate letter that the population is complete. Selected
5 disbursements from the sole location that processes payments for testing.
Exceptions: There were no exceptions noted.

a) Observe whether the disbursement matched the related original itemized invoice and
supporting documentation indicates deliverables included on the invoice were received by the
entity.

Performance: Observed the 5 disbursements matched the related original invoice/billing
statements.
Exceptions: There were no exceptions noted.

b) Observe that the disbursement documentation included evidence (e.g., initial/date, electronic
logging) of segregation of duties tested under #9, as applicable.
Performance: Observed the 5 disbursements included evidence of segregation of duties.
Exceptions: There were no exceptions noted.

Procedures Performed on the Church’s Credit Cards, Debit Cards, Fuel Cards, P-Cards:

11.

Obtain from management a listing of all active credit cards, bank debit cards, fuel cards, and P-
cards (cards) for the fiscal period, including the card numbers and the names of the persons who
maintained possession of the cards. Obtain management’s representation that the listing is
complete.
Performance: Obtained a listing of all active credit cards, bank debit cards, fuel cards, and P-
cards (cards) for the fiscal period, including the card numbers and the names of the persons
who maintain possession of the cards and received management’s representation in a
separate letter that the listing is complete.
Exceptions: There were no exceptions noted.

12. Using the listing prepared by management, randomly select 5 cards (or all cards if less than 5)

that were used during the fiscal period, rotating cards each year. Randomly select 1 monthly
statement or combined statement for each card (for a debit card, randomly select 1 monthly bank
statement), obtain supporting documentation, and:
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Schedule 2
(Continued)

Procedures Performed on the Church’s Credit Cards, Debit Cards, Fuel Cards, P-Cards:
(Continued)

13.

a) Observe that there is evidence that the monthly statement or combined statement and

supporting documentation (e.g., original receipts for credit/debit card purchases, exception
reports for excessive fuel card usage) was reviewed and approved, in writing, by someone
other than the authorized card holder.
Performance: Observed evidence that the statement and supporting documentation was
reviewed and approved, in writing, by someone other than the authorized card holder.
Exceptions: There were no exceptions noted.

b) Observe that finance charges and/or late fees were not assessed on the selected statements.

Performance: Observed that there were no finance charges and/or late fees assessed on the
selected statements.
Exceptions: There were no exceptions noted.

Using the monthly statements or combined statements selected under #12 above, excluding fuel
cards, select 10 transactions (or all transactions if less than 10) from each statement, and obtain
supporting documentation for the transactions (i.e., each card should have 10 transactions subject
to testing).

a) For each transaction, report whether the transaction is supported by:

1) An original itemized receipt that identifies precisely what was purchased.

Performance: Observed if the transactions from the monthly statements were
supported by original itemized receipts that identifies precisely what was
purchased.

Exceptions: Two transactions selected were not support by an original itemized
receipt.

2) Written documentation of the business/public purpose.
Performance: Observed the transactions from the monthly statements were supported
with written documentation of the business/public purpose.
Exceptions: There were no exceptions noted.

3) Documentation of the individuals participating in meals (for meal charges only).
Performance: Observed that only 1 transaction selected was for meal charges and was
supported by documentation of the individuals participating in the meals.
Exceptions: There were no exceptions noted.
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(Continued)

Procedures Performed on the Church’s Travel and Travel-Related Expense Reimbursements:

14. Obtain from management a listing of all travel and related expense reimbursements during the
fiscal period and management’s representation that the listing or general ledger is complete.
Randomly select 5 reimbursements, obtain the related expense reimbursement forms/prepaid
expense documentation of each selected reimbursement, as well as the supporting
documentation. For each of the 5 reimbursements selected:

b)

d)

Performance: Inquired about travel and related expense reimbursements during the fiscal
period. Management represented that there were no travel or related expense
reimbursements during the period.

Exceptions: There were no exceptions noted.

If reimbursed using a per diem, agree the reimbursement rate to those rates established either
by the State of Louisiana or the U.S. General Services Administration (Www.gsa.gov).
Performance: Management represented that there were no travel or related expense
reimbursements during the period.
Exceptions: There were no exceptions noted.

If reimbursed using actual costs, observe that the reimbursement is supported by an original
itemized receipt that identifies precisely what was purchased.
Performance: Management represented that there were no travel or related expense
reimbursements during the period.
Exceptions: There were no exceptions noted.

Observe that each reimbursement is supported by documentation of the business/public
purpose (for meal charges, observe that the documentation includes the names of those
individuals participating) and other documentation required by written policy (procedures
#1h).
Performance: Management represented that there were no travel or related expense
reimbursements during the period.
Exceptions: There were no exceptions noted.

Observe that each reimbursement was reviewed and approved, in writing, by someone other
than the person receiving the reimbursement.
Performance: Management represented that there were no travel or related expense
reimbursements during the period.
Exceptions: There were no exceptions noted.
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(Continued)

Procedures Performed on the Church’s Contracts:

15. Obtain from management a listing of all agreements/contracts for professional services, materials
and supplies, leases, and construction activities that were initiated or renewed during the fiscal
period. Obtain management’s representation that the listing is complete. Randomly select 5
contracts (or all contracts if less than 5) from the listing, and:

b)

d)

Performance: Obtained a listing of all agreements/contracts for professional services,
materials and supplies, leases, and construction activities that were initiated or renewed
during the fiscal period and selected a contract for testing. Obtained management’s
representation that the listing is complete.

Exceptions: There were no exceptions noted.

Observe that the contract was bid in accordance with the Louisiana Public Bid Law (e.g.,
solicited quotes or bids, advertised), if required by law.
Performance: Observed that the contract selected did not require the bids to be in
accordance with Louisiana Public Bid Law.
Exceptions: There were no exceptions noted.

Observe that the contract was approved by the governing body, if required by policy or law
(e.g., Lawrason Act, Home Rule Charter).
Performance: Observed that the contract selected did not require Board approval.
Exceptions: There were no exceptions noted.

If the contract was amended (e.g., change order), observe that the original contract terms
provided for such an amendment and that the amendments were made in compliance with the
contract terms.
Performance: Observed that the contract selected for testing was not amended during the
fiscal period.
Exceptions: There were no exceptions noted.

Randomly select 1 payment from the fiscal period for each of the 5 contracts, obtain the
supporting invoice, agree the invoice to the contract terms, and observe that the invoice and
related payment agreed to the terms and conditions of the contract.

Performance: Inspected 1 payment for the contract selected, obtained supporting invoice,
agreed invoice to the contract terms, and observed invoice related to the payment
agreed to terms and conditions of the contract.

Exceptions: There were no exceptions noted.
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Schedule 2
(Continued)

Procedures Performed on the Church’s Payroll and Personnel:

16. Obtain a listing of employees and officials employed during the fiscal period and management’s
representation that the listing is complete. Randomly select 5 employees/officials, paid salaries,
and personnel files, and agree paid salaries to authorized salaries/pay rates in the personnel files.

17.

Performance: Obtained a listing of employees employed during the fiscal period from
management and received management’s representation in a separate letter that the listing
is complete. Selected 5 employees, obtained related paid salaries and personnel files, and
agreed paid salaries to authorized salaries/pay rates in the personnel files.

Exceptions: There were no exceptions noted.

Randomly select 1 pay period during the fiscal period. For the 5 employees/officials selected
under #16 above, obtain attendance records and leave documentation for the pay period, and:

a)

b)

d)

Observe that all selected employees/officials documented their daily attendance and leave
(e.g., vacation, sick, compensatory).
Performance: Selected 1 pay period to test leave taken during that period. Inspected all
daily attendance and leave records for proper documentation.
Exceptions: There were no exceptions noted.

Observe that supervisors approved the attendance and leave of the selected
employees/officials.
Performance: Observed that supervisors approved the attendance and leave of the selected
employees/officials.

Exceptions: There were no exceptions noted.

Observe that any leave accrued or taken during the pay period is reflected in the Church’s
cumulative leave records.
Performance: Observed that any leave accrued or taken during the pay period was
reflected in the cumulative leave records.
Exceptions: There were no exceptions noted.

Observe that the rate paid to the employees agree to the authorized salary/pay rate found
within the personnel file.
Performance: Agreed the pay rates to the authorized salary/pay rates maintained in
employee files.
Exceptions: There were no exceptions noted.
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Schedule 2
(Continued)

Procedures Performed on the Church’s Payroll and Personnel: (Continued)

18. Obtain from management a list of those employees/officials that received termination payments
during the fiscal period and management’s representation that the list is complete. Select 2
employees/officials, obtain related documentation of the hours, and pay rates used in
management’s termination payment calculations, agree the hours to the employees’/officials’
cumulative leave records, and agree the pay rates to the employees’/officials’ authorized pay
rates in the employees’/officials’ personnel files.

Performance: Inquired of management of those employees/officials that the Church
terminated during the fiscal period. No termination payments were made during the fiscal
period.

Exceptions: There were no exceptions noted.

19. Obtain management’s representation that employer and employee portions of third-party payroll
related amounts (e.g., payroll taxes, retirement contributions, health insurance premiums,
garnishments, workers’ compensation premiums, etc.) have been paid, and any associated forms
have been filed, by required deadlines.

Performance: Obtained management’s representation that employer and employee portions
of third-party payroll accounts have been paid, and any associated forms have been filed
by the required deadlines.

Exceptions: There were no exceptions noted.

Procedures Performed on the Church’s Ethics:

20.Using the 5 randomly selected employees/officials from procedure #16 under “Procedures
Performed on the Church’s Payroll and Personnel” above, obtain ethics compliance
documentation from management, and:

a) Observe whether the documentation demonstrates each employee/official completed one hour
of ethics training during the fiscal period.
Not applicable for not-for-profit entities.

b) Observe whether the Church maintains documentation which demonstrates each employee
and official were notified of any changes to the Church’s ethics policy during the fiscal period,
as applicable.

Not applicable for not-for-profit entities.
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(Continued)

Procedures Performed on the Church’s Debt Service:

21.0Obtain a listing of bonds/notes issued during the fiscal period and management’s representation
that the listing is complete. Select all debt instruments on the listing, obtain supporting
documentation, and observe that the State Bond Commission approval was obtained for each
debt instruments issued.
Not applicable for not-for-profit entities.

22.0btain a listing of bonds/notes outstanding at the end of the fiscal period and management’s
representation that the listing is complete. Randomly select 1 bond/note, inspect debt covenants,
obtain supporting documentation for the reserve balance and payments, and agree actual reserve
balances and payments to those required by debt covenants.
Not applicable for not-for-profit entities.

Procedures Performed on the Church’s Fraud Notice:

23. Obtain a listing of misappropriations of public funds and assets during the fiscal period and
management’s representation that the listing is complete. Select all misappropriations on the
listing, obtain supporting documentation, and observe that the Church reported the
misappropriation(s) to the legislative auditor and the district attorney of the parish in which the
Church is domiciled.

Performance: Inquired of management of any misappropriations of public funds and assets
during the fiscal period. There was no fraud during the period.
Exceptions: There were no exceptions noted.

24. Observe the Church has posted on its premises and website, the notice required by R.S. 24:523.1
concerning the reporting of misappropriation, fraud, waste, or abuse of public funds.
Performance: Inspected the fraud notice posted on the premises concerning the reporting of
misappropriation, fraud, waste, or abuse of public funds.
Exceptions: The fraud notice was not posted on the Church’s website.

Procedures Performed on the Church’s Information Technology Disaster Recovery/Business
Continuity:

25. Perform the following procedures, verbally discuss the results with management, and report “We
performed the procedures and discussed the results with management.”

a) Obtain and inspect the Church’s most recent documentation that it has backed up its critical
data (if no written documentation, inquire of personnel responsible for backing up critical
data) and observe that such backup occurred within the past week. If backups are stored on
a physical medium (e.g., tapes, CDs), observe evidence that backups are encrypted before
being transported.

Performance: We performed the procedures and discussed the results with management.
Exceptions: There were no exceptions noted.
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(Continued)

Procedures Performed on the Church’s Information Technology Disaster Recovery/Business
Continuity: (Continued)

b) Obtain and inspect the Church’s most recent documentation that it has tested/verified that its
backups can be restored (if no written documentation, inquire of personnel responsible for
testing/verifying backup restoration) and observe evidence that the test/verification was
successfully performed within the past three months.

Performance: We performed the procedures and discussed the results with management.
Exceptions: There were no exceptions noted.

c) Obtain a listing of the Church’s computers currently in use and their related locations, and
management’s representation that the listing is complete. Randomly select 5 computers and
observe while management demonstrates that the selected computers have current and active
antivirus software and that the operating system and accounting system software in use are
currently supported by the vendor.

Performance: We performed the procedures and discussed the results with management.
Exceptions: There were no exceptions noted.

Procedures Performed on the Church’s Sexual Harassment:

26.

27.

28.

Using the 5 randomly selected employees/officials from procedure #16 under “Procedures
Performed on the Church’s Payroll and Personnel” above, obtain sexual harassment training
documentation from management, and observe the documentation demonstrates each employee/
official completed at least 1 hour of sexual harassment training during the calendar year.

Not applicable for not-for-profit entities.

Observe that the Church has posted its sexual harassment policy and complaint procedure on its
website (or in a conspicuous location on the Church’s premises if the Church does not have a
website).

Not applicable for not-for-profit entities.

Obtain the Church’s annual sexual harassment report for the current fiscal period, observe that
the report was dated on or before February 1, and observe it includes the applicable requirements
of R.S. 42:344:

a) Number and percentage of public servants in the agency who have completed the training
requirements;

Not applicable for not-for-profit entities.

b) Number of sexual harassment complaints received by the agency;
Not applicable for not-for-profit entities.

c) Number of complaints which resulted in a finding that sexual harassment occurred;
Not applicable for not-for-profit entities.
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(Continued)

Procedures Performed on the Church’s Sexual Harassment: (Continued)
d) Number of complaints in which the finding of sexual harassment resulted in discipline or
corrective action;
Not applicable for not-for-profit entities.
e) Amount of time it took to resolve each complaint.
Not applicable for not-for-profit entities.

Management’s Response to Exceptions

3b) The member of management who reviews each bank reconciliation will document the
procedure by initialing and dating the performance on each reconciliation reviewed.

13a(1) Management will ensure that all credit card payments are supported by original receipts.

24 Management will post the fraud notice to the Church’s website.
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