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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Nashville Inner City Ministry, Inc.
Nashville, Tennessee

I have audited the accompanying statement of financial position of Nashville Inner City
Ministry, Inc. (a Tennessee Corporation — Not For Profit) as of December 31, 2005 and the
related statements of revenues and expenses and changes in net assets and cash flows for
the year then ended. These financial statements are the responsibility of the Company’s

management. My responsibility is to express an opinion on these financial statements based
on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly in all material
respects, the financial position of Nashville Inner City Ministry, Inc. as of December 31,
2005, and the results of its operations, changes in net assets and cash flows for the year then

ended in conformity with accounting principles generally accepted in the United States of
America.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The accompanying supplemental schedule of revenues and
expenses by location is presented for purposes of additional analysis and is not a required
part of the basic financial statements. Such information has been subjected to the auditing

July 24, 2006 DAVID P. GUENTHER



NASHVILLE INNER CITY MINISTRY, INC.
(A TENNESSEE CORPORATION - NOT-FOR-PROFIT)
STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2005

ASSETS
Current Assets:
Cash in the bank $ 441,626
Advances to related entities 1,129
Prepaid expenses 16,046
Total Current Assets $ 458,801
Fixed Assets:
Vehicles $ 286,409
Office equipment 61,478
Leasehold improvements 82,946
430,833
Less: Accumulated depreciation 273,329
Total Fixed Assets 157,504
Other Assets:
Advance to Inner City Foundation $ 119,500
Total Other Assets 119,500
Total Assets $ 735,805

LIABILITIES AND NET ASSETS

Current Liabilities:

Accounts payable $ 11,941

Payroll withholdings 3,329
Total Current Liabilities $ 15,270
Unrestricted Net Assets: ' 720,535
Total Liabilities and Net Assets $ 735,805

The accompanying notes to financial statements are an integral part of this statement.



NASHVILLE INNER CITY MINISTRY, INC.

(A TENNESSEE CORPORATION - NOT-FOR-PROFIT)

STATEMENT OF REVENUES AND EXPENSES AND CHANGES IN NET ASSETS

Revenues:

FOR THE YEAR ENDED DECEMBER 31, 2005

Congregational contributions $
Individual contributions

Corporate contributions

Special contributions, net of direct expenses of $116,684
Interest income

Gain on disposition of fixed assets

Total revenues: $
Expenses:
Program services $

Management and general

Fund raising

Total expenses: $
Excess (deficit) of revenues over expenses $
Unrestricted net assets, December 31, 2004

Unrestricted net assets, December 31, 2005 $

1,388,534
172,308
40,632
594,249
5,768
1,200

2,202,691

1,827,576
300,545
127,152

2,255,273

(52,582)

773,117

720,535

The accompanying notes to financial statements are an integral part of this statement.



NASHVILLE INNER CITY MINISTRY, INC.
(A TENNESSEE CORPORATION - NOT-FOR-PROFIT)
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2005

Cash Flows Provided by:

Operations - decrease in unrestricted net assets $ (52,582)
Add: expenses not requiring an outlay of cash - depreciation 38,308
Proceeds from disposition of fixed assets 8,500
Advances to related entities (1,129)
Donated fixed assets (6,000)
Increase in prepaid expenses (2,695)
Decrease in accounts payable and accrued expenses ~ (4,289)
Net cash flows from operating activities $ (19,887)

Cash flows from investing activities:
Purchase of fixed assets $ (76,025)
Net cash flows from investing activities (76,025)

Cash flows from financing activities:

Repayment of loan to Inner City Foundation $ 19,772
Net cash flows from financing activities ‘ 19,772
Net decrease in cash $ (76,140)
Cash, December 31, 2004 517,766
Cash, December 31, 2005 $ 441,626

The accompanying notes to financial statements are an integral part of this statement.



NASHVILLE INNER CITY MINISTRY, INC.

(A TENNESSEE CORPORATION - NOT-FOR-PROFIT)
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2005

Assistance to individuals
Salaries and wages
Employee benefits
Payroll taxes
Accounting and legal
Supplies

Telephone

Postage and shipping
Occupancy
Equipment expense
Printing

Travel

Depreciation
Insurance
Miscellaneous

Public relations

Other fund raising expense

PROGRAM
SERVICES

$ 50,584
846,707
151,242

18,285
161,148
71,998
2,659
167,642
8,358
1,051
307,288
36,760
3,854

$_1,827,576

MANAGEMENT ~ FUND
& GENERAL  RAISING TOTAL

$ : - $ 50584
149,988 53,640 1,050,335
20,072 760 172,074
4,868 398 23,551
9,766 i 9,766
52,188 1,080 215,316
10,407 . 82,405
19,164 8,211 30,034
16,388 - 184,030
6,002 - 14,360
122 22,897 24,070
2,353 8,283 317,924
1,548 . 38,308
5,563 - 5,563
2,116 ; 5,970
; 13,618 13,618
; 17,365 17,365
$ 300,545 $ 127,152 §$ 2,255,273

The accompanying notes to financial statements are an integral part of this statement.



NASHVILLE INNER CITY MINISTRY, INC.
(A TENNESSEE CORPORATION -NOT-FOR-PROFIT)
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2005

(1) ORGANIZATION AND GENERAL:

Nashville Inner City Ministry, Inc. (the organization) was established for the purpose of
providing evangelistic outreach into areas otherwise not served by local church
congregations. The organization provides bible school and worship services, as well as
specific financial assistance to needy individuals. The organization utilizes an extensive bus
ministry as its principal outreach tool. The organization currently serves the cities of
Nashville, Murfreesboro and Chattanooga, Tennessee, Huntsville and Mobile, Alabama,
and Pensacola, Florida. The organization’s principal funding comes from contributions
from local Churches of Christ.

(2) SIGNIFICANT ACCOUNTING POLICIES:

Basis of Accounting — The financial statements of the organization have been prepared on

the accrual basis of accounting and accordingly reflect all significant receivables, payables,
and other liabilities.

Basis of Presentation — Financial statement presentation follows the recommendations of
the Financial Accounting Standards Board in its Statement of Financial Accounting
Standards (SFAS) No. 117, Financial Statements of Not-for-Profit Organizations. Under
SFAS No. 117, the Organization is required to report information regarding its financial
position and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets. As of June 30,
2005, all of the organization’s net assets were unrestricted.

Use of Estimates — The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions

that affect certain reported amounts and disclosures. Accordingly, actual resulted could
differ from those estimates.

Property and Equipment — Acquisitions of property and equipment in that constitute a unit
of property are capitalized. Property and equipment are carried at cost or, if donated, at
the approximate fair value at the date of donation. Depreciation is computed using the
straight-line method over an estimated useful life of 5 years.

Revenue Recognition — Contributions received are recorded as unrestricted, temporarily

restricted, or permanently restricted support, depending on the existence and/or nature of
any donor restriction.



Nashville Inner City Ministry, Inc.
Notes To Financial Statements
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All donor-restricted support is reported as an increase in temporarily or permanently
restricted net assets, depending on the nature of the restriction. When a restriction expires
(that is, when a stipulated time restriction ends or purpose restriction is accomplished),
temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the statement of activities as net assets released from restrictions. The organization reports
any donor-restricted contributions whose restrictions are not in the same accounting
period as unrestricted support.

Contributed Services — The organization received a substantial amount of services donated
by volunteers in carrying out its ministry. No amounts have been reflected in the financial

statements for those services since they do not meet the criteria for recognition under SFAS
No. 116.

Income Taxes — The organization is exempt from federal income taxes under Internal
Revenue Code Section 501(c)(3).

Cash and Cash Equivalents — Cash and Cash Equivalents include all monies in banks and
highly liquid investments with maturity dates of less than three months. The carrying

value of cash and cash equivalents approximates fair value because of the short maturities
of those financial instruments.

(3) LEASES:

The organization leases various pieces of office equipment for use in its central office as
well as in certain of its ministry locations. These leases expire on various dates through

September, 2009. Total rental expense for this equipment in 2005 was $15,278. Future
minimum lease commitments are as follows:

2006 315,178
2007 $14,618
2008 $12,641
2009 $ 9,241
2010 -

Four of the organization’s six worship locations and a bus storage lot are rented on a
month-to-month basis.



Nashville Inner City Ministry, Inc.
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(4) RELATED PARTY TRANSACTIONS:

The facility housing the organization’s central office and vehicle maintenance and storage
facility, as well as two worship locations, are owned by the ICM Foundation, which is
considered to be a related party to the organization due to having common directors. The
facilities owned by the ICM Foundation are provided to the organization at no charge, with
the organization being responsible for all repairs and maintenance to the properties. No
amounts have been provided for the fair rental value of these facilities in the accompanying
financial statements.

In April, 2004, the organization advanced $154,272 to the ICM Foundation to purchase the
facilities which had been previously leased by the organization in Mobile, Alabama. This
advance is evidenced by a non-interest bearing note secured by the subject real estate. No
specific terms exist in this note for the repayment of principal. The ICM Foundation repaid
$15,000 on this note in 2004 and $19,772 in 2005.

(5) CONCENTRATIONS OF CREDIT RISK:

The total cash held by the organization at December 31, 2005 includes $341,568 in monies
that are not covered by insurance provided by the federal government. It is the opinion of

management that the solvency of the financial institution is not of particular concern at this
time.



