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INDEPENDENT AUDITOR’S REPORT

To the Trustees 
Church Loan Fund, Inc.
Cleveland, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of Church Loan Fund, Inc., which comprise the 
statements of financial position as of December 31, 2019 and 2018, the related statements of activities, functional 
expenses and cash flows for the years then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance 
with accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America. Those standards 
require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements 
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of the 
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no 
such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Church Loan Fund, Inc. as of December 31, 2019 and 2018, and the 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.

Chattanooga, Tennessee
April 7, 2020



2019 2018
ASSETS

Cash 7,810,856$     4,180,198$     
Loans receivable - church loans (net) 32,134,797     34,084,114     
Other receivables 2,218,988    2,250,828    

   Total assets 42,164,641$   40,515,140$   

Investment deposits 42,028,615  40,340,200  

   Total liabilities 42,028,615  40,340,200     

NET ASSETS - WITHOUT RESTRICTIONS 136,026          174,940          

TOTAL LIABILITIES AND NET ASSETS 42,164,641$   40,515,140$   

LIABILITIES

CHURCH LOAN FUND, INC.

STATEMENTS OF FINANCIAL POSITION

DECEMBER 31, 2019 AND 2018

            The accompanying notes are an integral part of the financial statements. 3



2019 2018
INCOME

Interest 2,297,230$     2,378,983$     
Late fees 2,176           2,990              
Miscellaneous 7,604           43,442            

Total income 2,307,010 2,425,415       

FUNCTIONAL EXPENSES
Church of God Benefits Board, Inc. management fee 231,422          138,471          

Interest expense 2,114,502    2,227,806    

Total expenses 2,345,924 2,366,277       

CHANGE IN NET ASSETS (38,914)           59,138            

Net assets without restrictions - beginning of year 174,940       115,802          

Net assets without restrictions - end of year 136,026$        174,940$        

CHURCH LOAN FUND, INC.

STATEMENTS OF ACTIVITIES

YEARS ENDED DECEMBER 31, 2019 AND 2018

            The accompanying notes are an integral part of the financial statements. 4



2019 2018
PROGRAM SERVICE EXPENSES

Interest 2,114,502$     2,227,806$     

Total program service expenses 2,114,502 2,227,806       

MANAGEMENT AND GENERAL EXPENSES
Church of God Benefits Board, Inc. management fee 231,422          138,471          

Total management and general expenses 231,422    138,471          

TOTAL FUNCTIONAL EXPENSES 2,345,924$     2,366,277$     

CHURCH LOAN FUND, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

YEARS ENDED DECEMBER 31, 2019 AND 2018

            The accompanying notes are an integral part of the financial statements. 5



2019 2018
CASH FLOWS FROM OPERATING ACTIVITIES

Change in net assets (38,914)$         59,138$          
Adjustments to reconcile change in net assets to
 net cash from operating activities:

Change in other receivables 31,840            (54,956)           

Change in investment deposits 1,688,415       2,121,676       

Net cash from operating activities 1,681,341       2,125,858       

CASH FLOWS FROM INVESTING ACTIVITIES
New loans issued (1,939,011)      (2,318,935)      

Principal payments received on loans receivable 3,888,328       3,142,640       

Net cash from investing activities 1,949,317       823,705          

NET CHANGE IN CASH 3,630,658       2,949,563       

Cash - beginning of year 4,180,198       1,230,635       

Cash - end of year 7,810,856$     4,180,198$     

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Interest paid during the period 2,114,502$     2,227,806$     

CHURCH LOAN FUND, INC.

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2019 AND 2018

            The accompanying notes are an integral part of the financial statements. 6
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NOTE 1 – ORGANIZATION

The Church Loan Fund, Inc. (the “Organization” or “CLF”) was incorporated in March 2010 and began 
operations on July 20, 2010 to serve as a manager and administrator of church loans, and to serve as an 
originator of first mortgage church loans to qualified congregations within the Church of God, an 
international religious denomination with headquarters in Cleveland, Tennessee.

For many years, different organizations and departments within, or affiliated with, the Church of God 
have made loans to churches within the denomination. The largest of those entities was the church loan 
fund that was administered as an investment tool for the Ministers’ Retirement Plan.

The Ministers’ Retirement Plan’s loan fund, beginning in 1983, initially served as the primary investment 
tool for that plan’s participants. Until July 2007, the loan fund within the Ministers’ Retirement Plan 
served as an integral part of the investment strategy of that plan. However, in July 2007, the Internal 
Revenue Service promulgated new rules concerning the operation of 403(b) (9) church plans. The new 
rules prohibited church retirement plans from directly making church loans as an investment and further 
prohibited church retirement plans from holding church loans within an investment portfolio that is 
directly a part of the retirement plan. Because of this change in regulation, the Church of God Benefits 
Board, Inc. (COGBB), the administrator of the Ministers’ Retirement Plan, made the decision to separate 
the church loan program from the Ministers’ Retirement Plan.

With the formation of the CLF, all loans previously held within the Ministers’ Retirement Fund were 
assigned to the CLF and are no longer owned by the Ministers’ Retirement Plan. As of July 20, 2010, the 
Ministers’ Retirement Plan relinquished all responsibilities and obligations regarding the church loan 
portfolio, and such were assumed by the CLF.

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation

The financial statements of the Organization have been prepared in accordance with accounting principles 
generally accepted in the United States of America (“GAAP”), which require the Organization to report 
information regarding its financial position and activities according to the following net asset 
classifications:

Net assets without restrictions: Net assets that are not subject to donor-imposed restrictions and 
may be expended for any purpose in performing the primary objectives of the organization. These 
net assets may be used at the discretion of the Organization’s management and the board of 
directors. 

Net assets with restrictions: Net assets subject to stipulations imposed by donors, and grantors. 
Some donor restrictions are temporary in nature; those restrictions will be met by actions of the 
Organization or by the passage of time. Other donor restrictions are perpetual in nature, whereby
the donor has stipulated the funds be maintained in perpetuity. 

(Continued)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

Donor restricted contributions are reported as increases in net assets with donor restrictions. When a 
restriction expires, net assets are reclassified from net assets with donor restrictions to net assets without 
donor restrictions in the statement of activities. At present the CLF has no net assets with donor 
restrictions.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates
and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results may 
differ from those estimates.

Loans Receivable and Allowance for Loan Losses

Loans receivable is stated at unpaid principal balances, less an allowance for loan losses. Interest on loans 
is recognized over the term of the loan and is calculated using the simple interest method on principal 
amounts outstanding.

The allowance for loan losses is increased by charges to income and decreased by charge-offs (net of 
recoveries). Management’s periodic evaluation of the adequacy of the allowance is based on the 
Organization’s past loan-loss experience, known and inherent risks in the portfolio, adverse situations that 
may affect the borrower’s ability to repay, estimated value of any underlying collateral, and current 
economic conditions.

The Organization considers a loan impaired when, based on current information or factors, it is probable 
that the Organization will not collect the principal and interest payments according to the loan agreement. 
Management considers many factors in determining whether a loan is impaired, such as payment history, 
value of collateral, and changes in the borrower’s circumstances. Past due status is determined based on 
contractual terms. Loans that are delinquent less than two months are generally not considered impaired, 
unless the borrower has claimed bankruptcy, or the Organization has received specific information 
concerning the loan impairment. The Organization measures impairment on a loan by loan basis by either 
using the fair value of collateral or the present value of expected cash flows. Loans are placed on non-
accrual when management believes, after considering economic conditions, business conditions, and 
collection efforts, that collection of interest is doubtful. As of December 31, 2019 and 2018, the 
Organization had no financing receivables on nonaccrual status. Uncollectible interest previously accrued 
is charged off or an allowance is established by a charge to interest income. Interest income on non-
accrual loans is recognized only to the extent cash payments is received.

Cash Equivalents

For the purposes of these financial statements, the CLF considers all highly liquid debt instruments with 
an original maturity of three months or less to be cash equivalents.

(Continued)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional Allocation of Expenses

The costs of providing the services of the Organization have been summarized on a functional basis on 
the statements of activities. 

Income Tax Status

The Church Loan Fund, Inc. is a Tennessee nonprofit corporation, and is exempt from taxes under Code 
Section 501(c) (3) of the Internal Revenue Code.

NOTE 3 – AVAILABILITY AND LIQUIDITY

The Organization has $7,810,856 in cash available to meet the cash needs for general expenditures within 
one year of the balance sheet. Total expenditures totaled $2,345,924 for the year ended December 31, 
2019. The Organization’s goal is generally to maintain financial liquid assets to meet one year of 
management fees and interest expense. 

NOTE 4 – LOANS RECEIVABLE

Loans receivable consist of loans made primarily to local congregations of the Church of God for church 
facilities. The loans are made with varying terms and rates of interest and are secured by a first mortgage 
on the real estate and underwritten by their state council. Maturities on the loans are not to exceed twenty 
years. An allowance for uncollectable loans has been established generally based on a percentage of loan 
amounts past due at year end. The allowance for uncollectible loans totaled $308,180 for 2019 and 2018.
Loans are considered past due when receipt of payment has not been received on or before the payment 
due date.

Age analysis of past due financing receivables as of December 31, 2019

Recorded
Total Investment

Past Due Financing >90 Days and
30-59 Days 60-180 Days 180 Days Total Current Receivables Accruing

Commercial:
Real estate $ 434,793 $ 36,354 $ - $ 471,147 $ 31,971,830 $ 32,442,977 $ -
Chattels - - - - - - -

Unallocated - - - - - - -

Total $ 434,793 $ 36,354 $ - $ 471,147 $ 31,971,830 $ 32,442,977 $ -

(Continued)
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NOTE 4 – LOANS RECEIVABLE (Continued)

Age analysis of past due financing receivables as of December 31, 2018
Recorded

Total Investment
Past Due Financing >90 Days and

30-59 Days 60-180 Days 180 Days Total Current Receivables Accruing

Commercial:
Real estate $ 173,176 $ 231,999 $ - $ 405,175 $ 33,987,119 $ 34,392,294 $ 29,500
Chattels - - - - - - -

Unallocated - - - - - - -

Total $ 173,176 $ 231,999 $ - $ 405,175 $ 33,987,119 $ 34,392,294 $ 29,500

Allowance for credit losses and recorded investment in financing receivables

2019 2018
Allowance for Credit Losses:

Commercial Commercial
Real Estate Real Estate

Beginning balance $ 308,180 $ 308,180
   Charge-offs - -
   Recoveries - -
   Provision - -

Ending balance $ 308,180 $ 308,180

Ending balance – individually evaluated for impairment $ - $ -

Ending balance – collectively evaluated for impairment $ 308,180 $ 308,180

Financing Receivables:

Ending balance $32,442,977 $34,392,294

Ending balance – individually evaluated for impairment $ - $ -

Ending balance – collectively evaluated for impairment $32,442,977 $34,392,294
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NOTE 5 – OTHER RECEIVABLES

Other receivables at December 31, 2019 and 2018, consist of the following:

2019 2018

8.75% note receivable from Mount Holly Church of God, 
  interest only payments on original loan balance of $435,000 $ 221,442 $ 221,442

6.25% note receivable from International Worship Center,
  principal and interest payments of $11,078 1,483,912 1,500,000

6.00% note receivable from Living Waters Romanian Church,
  principal and interest payments of $1,586 148,857 158,642

5.00% note receivable from Church of God North Central 
  Hispanic Region, interest only payments 306,575 306,575

7.00% note receivable from East Liverpool Church of God,
  Incorporated, principal and interest payments of $841 58,202 64,169

Total other receivables $ 2,218,988 $ 2,250,828

NOTE 6 – CONCENTRATION OF CREDIT RISK

The CLF maintains cash balances at various financial institutions, whose accounts are insured by the 
Federal Deposit Insurance Corporation (FDIC). The CLF’s balance on deposit at the banks may exceed 
the insured amount from time to time throughout the year. At December 31, 2019, the CLF had on deposit 
an amount in excess of the FDIC limit of $6,828,015. The CLF does not believe they are exposed to 
undue risk on cash balances.

NOTE 7 – RELATED PARTY TRANSACTIONS

The COGBB and the CLF are currently run by the same staff with separate board of directors. Since the 
CLF does not have any employees, the CLF pays a service fee for the services provided by the staff of the 
COGBB. These services totaled $231,422 and $138,471 for 2019 and 2018, respectively.

During 2010, the COGBB contributed their loan portfolio of $33,551,640 to the CLF. The COGBB 
considers this contribution as their initial investment deposit into the CLF. Each year the COGBB board 
designates a portion of interest income to be reinvested in the CLF. Total interest income reinvested in the 
CLF was $6,476,975 and $4,788,560 as of December 31, 2019 and 2018, respectively. The total 
investment by the COGBB with the CLF is $42,028,615 and $40,340,200 as of December 31, 2019 and 
2018, respectively.

The CLF paid $2,114,502 and $2,227,806 in interest on the investment deposit to the COGBB in 2019
and 2018, respectively.
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NOTE 8 – SUBSEQUENT EVENTS

Management has evaluated events and transactions subsequent to December 31, 2019 through the date of 
the independent auditor’s report (the date the financial statements were available to be issued) for 
potential recognition or disclosure in the financial statements. Except for the following paragraph, 
management has not identified any other items requiring recognition or disclosure.

Subsequent to December 31, 2019, local, U.S., and world governments have encouraged self-isolation to 
curtail the spread of the global pandemic, coronavirus disease (COVID-19), by mandating temporary 
work stoppage in many sectors and imposing limitations on travel and size and duration of group 
meetings. Most industries are experiencing disruption to business operations and the impact of reduced 
consumer spending. There is unprecedented uncertainty surrounding the duration of the pandemic, its
potential economic ramifications, and any government actions to mitigate them. Accordingly, while 
management cannot quantify the financial impacts to CLF as of the date of the independent auditor’s 
report, management believes that a material impact on CLF’s financial position and results of future 
operations is reasonably possible.




