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Independent Auditor's Report

To the Board of Directors
Bethany Christian Services

Report on the Audits of the Consolidated Financial Statements

Opinion

We have audited the consolidated financial statements of Bethany Christian Services and its subsidiaries (the
"Organization"), which comprise the consolidated statement of financial position as of December 31, 2023 and
2022 and the related consolidated statements of activities and changes in net assets, functional expenses, and
cash flows for the years then ended, and the related notes to the consolidated financial statements. 

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
financial position of the Organization as of December 31, 2023 and 2022 and the changes in its net assets,
functional expenses, and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS) 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 Audits of the Consolidated Financial Statements section of our
report. We are required to be independent of the Organization and to meet our 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 opinion.

Responsibilities of Management for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated 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
consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Organization's ability to
continue as a going concern within one year after the date that the consolidated financial statements are issued
or available to be issued. 

Auditor's Responsibilities for the Audits of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated 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 audits conducted in accordance with GAAS 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. 
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To the Board of Directors
Bethany Christian Services

In performing audits in accordance with GAAS and Government Auditing Standards, we:

• Exercise professional judgment and maintain professional skepticism throughout the audits.

• Identify and assess the risks of material misstatement of the consolidated 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 consolidated financial
statements.

• Obtain an understanding of internal control relevant to the audits 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
Organization's internal control. Accordingly, no such opinion is expressed. 

• 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 consolidated financial
statements.

• Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Organization's ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audits, significant audit findings, and certain internal control-related matters that
we identified during the audits.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 19, 2024 on our
consideration of Bethany Christian Services' internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The
purpose of that report is solely 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 of Bethany Christian
Services' 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 Bethany Christian Services' internal
control over financial reporting and compliance.

March 19, 2024
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Bethany Christian Services

Consolidated Statement of Financial Position
December 31, 2023 and 2022

2023 2022

Assets

Current Assets
Cash and cash equivalents $ 6,100,423 $ 5,049,285
Restricted cash and cash equivalents - 1,600,000
Investments (Note 4) 24,586,167 22,486,548
Receivables - Net of allowances 31,033,417 21,209,643
Prepaid expenses and other current assets:

Prepaid expenses 2,790,876 2,506,460
Deposits 264,014 272,295

Total current assets 64,774,897 53,124,231

Property and Equipment - Net (Note 5) 25,471,087 26,055,154

Right-of-use Operating Lease Assets (Note 7) 7,118,686 9,632,997

Investment in Unconsolidated Affiliate (Note 4) 543,866 483,318

Total assets $ 97,908,536 $ 89,295,700

Liabilities and Net Assets

Current Liabilities
Accounts payable $ 4,666,530 $ 3,245,754
Bank line of credit 500,000 -
Deferred revenue 1,515,324 854,472

Accrued employee compensation and other liabilities:
Accrued employee compensation and benefits 3,336,305 6,088,803
Accrued insurance liability 8,147,627 2,974,464

Total accrued employee compensation and other liabilities 11,483,932 9,063,267

Current portion of long-term debt (Note 8) 1,842,285 8,918,531
Current portion of lease liabilities - Operating (Note 7) 3,455,801 4,318,434

Total current liabilities 23,463,872 26,400,458

Long-term Debt - Net of current portion (Note 8) 9,302,251 2,970,000

Lease Liabilities - Operating (Note 7) 3,867,912 5,572,717

Annuities Payable (Note 6) 158,781 166,402

Total liabilities 36,792,816 35,109,577

Net Assets
Without donor restrictions:

Undesignated 41,487,629 35,233,500
Board designated (Note 11) 15,587,119 13,680,155

Total without donor restrictions 57,074,748 48,913,655

With donor restrictions (Notes 11 and 12) 4,040,972 5,272,468

Total net assets 61,115,720 54,186,123

Total liabilities and net assets $ 97,908,536 $ 89,295,700

See notes to consolidated financial statements. 3



Bethany Christian Services

Consolidated Statement of Activities and Changes in Net Assets
Years Ended December 31, 2023 and 2022

2023 2022

Without Donor
Restrictions With Donor Restrictions Total

Without Donor
Restrictions With Donor Restrictions Total

Revenue, Gains, and Other Support
Contributions of cash and other financial assets $ 6,484,960 $ 1,678,722 $ 8,163,682 $ 8,143,710 $ 4,439,738 $ 12,583,448
Contributions of nonfinancial assets 679,149 - 679,149 - - -
Child support 172,003,091 - 172,003,091 151,983,361 - 151,983,361
Service fees 7,917,527 - 7,917,527 6,957,010 - 6,957,010
Investment income (loss) 3,389,700 130,615 3,520,315 (4,821,817) (128,238) (4,950,055)

Other income 208,803 - 208,803 450,631 - 450,631

Total revenue, gains, and other support 190,683,230 1,809,337 192,492,567 162,712,895 4,311,500 167,024,395

Net Assets Released from Restrictions 3,040,833 (3,040,833) - 2,680,834 (2,680,834) -

Total revenue, gains, other support, and net
assets released from restrictions 193,724,063 (1,231,496) 192,492,567 165,393,729 1,630,666 167,024,395

Expenses
Program services:

Adoption 9,960,221 - 9,960,221 11,411,324 - 11,411,324
Foster care 28,859,129 - 28,859,129 31,581,096 - 31,581,096
Youth services 4,145,443 - 4,145,443 4,572,749 - 4,572,749
International social services 2,826,124 - 2,826,124 2,645,351 - 2,645,351
Refugee and immigrant services 92,938,130 - 92,938,130 77,837,950 - 77,837,950
Counseling 4,000,610 - 4,000,610 5,072,821 - 5,072,821
Residential treatment 2,677,500 - 2,677,500 2,543,117 - 2,543,117
Family Preservation & Strengthening 12,094,260 - 12,094,260 8,815,556 - 8,815,556
Substance Use Disorder 3,710,417 - 3,710,417 3,375,320 - 3,375,320

Other programs 968,864 - 968,864 1,410,307 - 1,410,307

Total program services 162,180,698 - 162,180,698 149,265,591 - 149,265,591

Support services:
Management and general 18,561,733 - 18,561,733 19,684,917 - 19,684,917

Fundraising 4,820,539 - 4,820,539 5,688,350 - 5,688,350

Total support services 23,382,272 - 23,382,272 25,373,267 - 25,373,267

Total expenses 185,562,970 - 185,562,970 174,638,858 - 174,638,858

Change in Net Assets 8,161,093 (1,231,496) 6,929,597 (9,245,129) 1,630,666 (7,614,463)

Net Assets - Beginning of year 48,913,655 5,272,468 54,186,123 58,158,784 3,641,802 61,800,586

Net Assets - End of year $ 57,074,748 $ 4,040,972 $ 61,115,720 $ 48,913,655 $ 5,272,468 $ 54,186,123

See notes to consolidated financial statements. 4



Bethany Christian Services

Consolidated Statement of Functional Expenses
Year Ended December 31, 2023

Adoption Foster Care
Youth

Services

International
Social

Services

Refugee and
Immigrant
Services Counseling

Residential
Treatment

Family
Preservation

&
Strengthening

Substance
Use Disorder

Other
Programs

Management
and General Fundraising Total

Salaries $ 5,521,379 $ 9,954,439 $ 1,726,164 $ 207,066 $ 44,609,447 $ 2,340,720 $ 1,643,990 $ 7,291,076 $ 2,139,277 $ 263,510 $ 10,730,047 $ 2,696,307 $ 89,123,422
Fringes 1,074,677 1,986,361 378,407 43,367 6,921,355 353,007 280,532 1,176,011 379,706 53,140 1,893,133 442,696 14,982,392
Taxes 404,674 728,241 125,227 15,209 3,289,368 172,876 121,741 535,615 156,180 18,964 773,928 195,388 6,537,411
Professional fees 812,783 1,033,306 503,849 18,995 8,840,489 279,080 142,931 1,051,774 217,451 27,608 1,677,890 310,413 14,916,569
Supplies 40,932 77,061 51,758 963 485,942 18,018 29,888 51,809 82,244 11,985 31,844 7,469 889,913
Telephone 131,878 185,774 25,008 331 795,545 31,813 5,387 120,429 15,235 9,836 60,749 18,171 1,400,156
Postage 25,261 14,873 2,877 4,694 74,963 3,298 2,281 9,684 566 3,240 75,072 77,874 294,683
Occupancy 169,690 286,891 102,647 6,166 1,806,526 114,296 110,225 83,097 113,130 28,410 233,850 39,295 3,094,223
Leases 419,512 705,007 194,462 (5,348) 2,878,792 139,075 5,823 385,225 257,032 (93,218) 1,818 20,528 4,908,708
Printing 9,241 21,531 3,142 2,972 42,156 7,035 206 24,029 2,749 3,644 37,770 334,033 488,508
Information technology 180,828 367,000 50,541 70,390 1,645,830 158,681 64,779 194,847 57,866 37,273 51,728 44,311 2,924,074
Equipment and furnishings 90,260 64,993 38,061 4,693 414,051 14,104 7,465 32,891 27,915 2,370 39,677 3,008 739,488
Travel 341,665 733,414 80,770 39,140 2,144,431 79,902 24,181 608,100 83,291 29,314 454,107 96,683 4,714,998
Conferences and meetings 66,668 83,278 53,150 1,013 304,464 10,950 8,569 44,281 14,318 33,920 236,204 102,843 959,658
Advertising - - - - - - - - - - 1,307,733 121,402 1,429,135
Special assistance 428,534 12,261,290 528,202 149,700 16,941,521 144,460 117,328 244,478 100,917 3,169 20,402 - 30,940,001
Global operations support - - - 2,229,359 41,586 - - - - 378,899 28,401 - 2,678,245
Payment processing fees 46,453 601 - 4,244 769 1,095 - 2,733 240 511 3,206 20,741 80,593
Educational and

promotional materials 2,122 590 5,387 150 24,819 187 1,651 3,462 10,489 1,261 62,051 8,903 121,072
Miscellaneous fundraising - - - - - - - - - - - 207,390 207,390
Bad debt (13,747) (986) - - 1,912 38,798 (10,677) 53 28,103 - 50,000 (9,992) 83,464
Interest expense - - - - 317,502 - - - - 27,176 64,833 - 409,511
Miscellaneous 68,482 101,564 12,338 17,840 267,713 19,891 21,435 122,783 10,646 13,425 175,735 24,335 856,187
Depreciation 130,936 223,489 174,627 15,180 740,088 68,551 99,765 105,970 9,592 114,428 550,337 20,929 2,253,892
Donated goods and

services 7,993 30,412 88,826 - 348,861 4,773 - 5,913 3,470 (1) 1,218 37,812 529,277

Total functional
expenses $ 9,960,221 $ 28,859,129 $ 4,145,443 $ 2,826,124 $ 92,938,130 $ 4,000,610 $ 2,677,500 $ 12,094,260 $ 3,710,417 $ 968,864 $ 18,561,733 $ 4,820,539 $ 185,562,970

See notes to consolidated financial statements. 5



Bethany Christian Services

Consolidated Statement of Functional Expenses
Year Ended December 31, 2022

Adoption Foster Care
Youth

Services

International
Social

Services

Refugee and
Immigrant
Services Counseling

Residential
Treatment

Family
Preservation

&
Strengthening

Substance
Use Disorder

Other
Programs

Management
and General Fundraising Total

Salaries $ 6,446,276 $11,549,182 $ 1,928,580 $ 64,137 $38,747,461 $ 3,101,788 $ 1,586,124 $ 5,312,980 $ 2,061,065 $ 494,438 $11,032,776 $ 3,315,936 $ 85,640,743
Fringes 1,230,329 2,214,930 358,049 13,951 6,018,891 443,596 265,000 932,231 293,137 97,642 1,664,082 524,241 14,056,079
Taxes 473,128 849,446 140,411 4,677 2,861,411 229,524 117,836 390,463 151,271 36,294 801,687 239,943 6,296,091
Professional fees 660,565 727,549 465,802 5,244 4,550,903 235,585 72,786 485,957 126,378 42,452 1,560,841 224,539 9,158,601
Supplies 63,544 74,355 107,798 619 480,832 27,280 31,586 49,020 103,270 19,140 39,077 13,574 1,010,095
Telephone 164,371 229,778 28,740 1,391 729,069 50,564 7,645 107,765 14,590 12,469 104,108 24,492 1,474,982
Postage 33,459 17,023 1,706 1,213 51,800 5,865 2,671 9,120 948 6,546 168,620 94,924 393,895
Occupancy, including lease

cost of $5,694,954 773,992 1,070,800 397,522 8,492 4,905,174 332,317 126,478 378,798 364,447 (206,156) 361,567 113,036 8,626,467
Printing 24,861 23,455 5,056 48 39,955 7,640 697 18,584 665 7,169 93,110 294,547 515,787
Information technology 233,929 492,432 73,593 61,027 1,919,456 113,899 52,767 244,910 77,936 62,580 205,766 60,975 3,599,270
Equipment and furnishings 86,776 75,841 45,931 349 529,995 11,410 6,480 32,799 21,465 16,779 52,518 6,863 887,206
Travel 276,781 706,272 71,438 31,644 1,738,342 107,339 28,647 446,762 52,884 53,695 547,533 144,033 4,205,370
Conferences and meetings 103,721 109,094 100,900 888 299,867 26,148 13,669 25,652 13,231 50,117 213,967 62,868 1,020,122
Advertising - - - - - - - - - - 1,758,909 120,419 1,879,328
Special assistance 532,200 12,968,854 656,214 218,165 13,674,588 251,818 124,010 177,262 68,407 1,701 44,758 400 28,718,377
Global operations support - - - 2,207,793 267,905 - - - - 332,090 56,607 - 2,864,395
Payment processing fees 58,328 601 4 5,842 952 6,520 - 1,803 643 1,265 4,419 15,787 96,164
Educational and promotional

materials 3,083 797 11,705 33 24,213 4,669 1,304 7,499 1,634 8,427 138,886 14,757 217,007
Miscellaneous fundraising - - - - - - - - - - - 331,645 331,645
Bad debt 13,209 1,319 - - 852 43,106 662 - 8,057 - - - 67,205
Interest expense 25,318 5,521 75 5 233,543 1,452 3,966 451 - 132,009 124,109 3,266 529,715
Miscellaneous 74,670 242,513 14,905 14,029 149,053 28,514 15,976 96,569 8,447 40,176 208,835 50,744 944,431
Depreciation 132,784 221,334 164,320 5,804 613,688 43,787 84,813 96,931 6,845 201,474 502,742 31,361 2,105,883

Total functional
expenses $11,411,324 $31,581,096 $ 4,572,749 $ 2,645,351 $77,837,950 $ 5,072,821 $ 2,543,117 $ 8,815,556 $ 3,375,320 $ 1,410,307 $19,684,917 $ 5,688,350 $ 174,638,858

See notes to consolidated financial statements. 6



Bethany Christian Services

Consolidated Statement of Cash Flows
Years Ended December 31, 2023 and 2022

2023 2022

Cash Flows from Operating Activities
Increase (decrease) in net assets $ 6,929,597 $ (7,614,463)
Adjustments to reconcile increase (decrease) in net assets to net cash, cash equivalents, and

restricted cash from operating activities:
Depreciation 2,253,892 2,105,883
Gain on disposal of property and equipment (97,218) (52,689)
Bad debt expense 83,464 67,205
Net realized and unrealized (gains) losses on investments (2,652,211) 5,806,134
Earnings on unconsolidated affiliate (60,548) (56,128)
Distributions from unconsolidated affiliate - 80,000
Net present value adjustment of annuities payable 13,670 136
Impairment of goodwill - 133,833
Contributions restricted for long-term investment (3,750) (24,782)
Amortization of right-of-use operating lease assets 4,839,558 5,912,191
Changes in operating assets and liabilities that (used) provided cash and cash

equivalents:
Receivables (9,907,238) (1,383,850)
Prepaid expenses and other assets (276,135) (307,783)
Accounts payable 1,420,776 (1,114,403)
Accrued and other liabilities 2,420,665 1,765,785
Deferred revenue 660,852 (104,479)
Payments on operating leases (4,892,685) (5,858,858)

Net cash, cash equivalents, and restricted cash provided by (used in)
operating activities 732,689 (646,268)

Cash Flows from Investing Activities
Purchase of property and equipment (1,808,844) (2,756,115)
Proceeds from disposition of property and equipment 236,237 269,618
Purchases of investments (5,613,591) (4,515,706)
Proceeds from sales and maturities of investments 6,166,183 15,798,326

Net cash, cash equivalents, and restricted cash (used in) provided by
investing activities (1,020,015) 8,796,123

Cash Flows from Financing Activities
Proceeds from debt - 1,000,000
Payments on debt (743,995) (945,868)
Payments on annuities payable (21,291) (21,291)
Draws on revolving credit facilities 4,000,000 55,250,000
Payments on revolving credit facilities (3,500,000) (61,000,000)
Contributions restricted for long-term investment 3,750 24,782

Net cash, cash equivalents, and restricted cash used in financing activities (261,536) (5,692,377)

Net (Decrease) Increase in Cash, Cash Equivalents, and Restricted Cash (548,862) 2,457,478

Cash, Cash Equivalents, and Restricted Cash - Beginning of year 6,649,285 4,191,807

Cash, Cash Equivalents, and Restricted Cash - End of year $ 6,100,423 $ 6,649,285

Consolidated Statement of Financial Position Classification of Cash, Cash Equivalents,
and Restricted Cash

Cash and cash equivalents $ 6,100,423 $ 5,049,285

Restricted cash and cash equivalents - 1,600,000

Total cash, cash equivalents, and restricted cash
$ 6,100,423 $ 6,649,285

Supplemental Cash Flow Information
Cash paid for interest $ 409,511 $ 529,715
Operating right-of-use asset and lease liability added 2,325,247 4,565,101

See notes to consolidated financial statements. 7



Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 1 - Nature of Business

Bethany Christian Services (the "Organization") is a not-for-profit corporation whose sources of revenue
are derived principally from public contributions, government grants, and service fees. The Organization
operates a child placement agency and provides such services as foster care, pregnancy counseling,
adoptive services, and other related social services as may be appropriate in stabilizing and/or improving
human relationships and conditions. Currently, these services are provided in 30 home offices in 27
states plus Washington, D.C., with the central business office located in Grand Rapids, Michigan.
Approximately 89 and 91 percent of operating revenue in 2023 and 2022, respectively, was derived from
services provided under contract with governmental units. 

Note 2 - Significant Accounting Policies

Principles of Consolidation 

The consolidated financial statements include the accounts of the Organization and all of its wholly
owned subsidiaries, which include all of the various branches and related legal entities, including Bethany
Christian Services USA, LLC; Bethany Christian Services Global, LLC; and Bethany Christian
Foundation, LLC. All material intercompany accounts and transactions have been eliminated in
consolidation.

Use of Estimates 

The preparation of consolidated financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

Basis of Presentation 

The Organization prepares its consolidated financial statements on an accrual basis in accordance with
generally accepted accounting principles (GAAP).

Cash Equivalents 

The Organization considers all highly liquid investments with an original maturity of three months or less
when purchased to be cash equivalents. Restricted cash includes amounts required to be held as
collateral by third parties.

Concentration of Credit Risk Arising from Deposit Accounts

The Organization maintains cash balances at several banks. Accounts at each institution are insured by
the Federal Deposit Insurance Corporation up to $250,000 and certain other federally managed
programs. As of December 31, 2023 and 2022, the Organization had depository accounts with a financial
institution in excess of federally insured limits.

Investments 

Investments are stated at fair value, except for the investment in unconsolidated affiliate, which is
recorded using the equity method. Gains or losses on investments are reported in the consolidated
statement of activities and changes in net assets as increases or decreases in net assets without donor
restrictions unless their use is restricted by explicit donor stipulations or by law.

8



Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 2 - Significant Accounting Policies (Continued)

Trade Accounts Receivable 

The Organization’s trade accounts receivable balance consists of amounts due from its customers. Trade
accounts receivable are stated at invoice amounts. An allowance for credit losses is established for
amounts expected to be uncollectible over the contractual life of the receivables. The Organization
collectively evaluates trade receivables to determine the allowance for credit losses. Trade receivables
share similar risk characteristics as they are substantially all sourced from state or federal funding. The
Organization calculates the allowance using an expected loss model that considers the Organization’s
actual historical loss rates adjusted for current economic conditions reasonable and supportable
forecasts. The Organization considers any economic conditions determined to be relevant by
management when making adjustments for reasonable and supportable forecasts. Uncollectible amounts
are written off against the allowance for credit losses in the period they are determined to be
uncollectible. Recoveries of amounts previously written off are recognized when received. The allowance
was $205,849 and $198,473 at December 31, 2023 and 2022, respectively.

Property and Equipment 

Property and equipment are recorded at cost when purchased or at fair value at the date of donation and
are being depreciated on a straight-line basis over their estimated useful lives. Costs of maintenance and
repairs are charged to expense when incurred. Estimated useful lives are 40 years for buildings, 20 years
for land improvements (or the lease term, whichever is shorter), 10 years for furniture and fixtures, and 3
to 5 years for vehicles.

The Organization reports gifts of property and equipment as unrestricted support unless explicit donor
stipulations specify how the donated assets must be used. Gifts of property and equipment with explicit
restrictions that specify how the assets are to be used and gifts of cash or other assets that must be used
to acquire property and equipment are reported as restricted support. 

Certain property and equipment were acquired with funds from grant contracts that include the option for
the grantor to require reversion of title at the end of the grant contract. These assets are insignificant to
the consolidated financial statements as a whole and were fully depreciated as of December 31, 2023
and 2022.

Leases

The Organization has operating leases described in Note 7. The Organization recognizes expense for
operating leases on a straight-line basis over the lease term. The Organization made a policy election not
to separate lease and nonlease components. Therefore, all payments are included in the calculation of
the right-of-use asset and lease liability.   

The Organization has operating leases for certain buildings with a lease term of one year or less that the
Organization elected to account for as short-term leases. As these leases are short-term leases, they are
not included in the right-of-use asset and lease liability. 

The Organization assesses whether it is reasonably certain to exercise an option to extend or terminate a
lease at the lease commencement date. In this assessment, the Organization considers all relevant
factors that create economic incentive to exercise such options, including asset, contract, market, and
entity-based factors. The Organization did not include the renewal options to calculate the lease asset
and liability.

When readily determinable, the Organization utilizes the interest rate implicit in the lease to determine the
present value of future lease payments. For leases where the implicit rate is not readily determinable, the
Organization's incremental borrowing rate is used.
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Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 2 - Significant Accounting Policies (Continued)

Classification of Net Assets 

Net assets of the Organization are classified based on the presence or absence of donor-imposed
restrictions.

Net assets without donor restrictions: Net assets that are not subject to donor-imposed restrictions or for
which the donor-imposed restrictions have expired or been fulfilled. Net assets in this category may be
expended for any purpose in performing the primary objectives of the Organization. 

Net assets with donor 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, where the donor
has stipulated the funds be maintained in perpetuity. 

Earnings, gains, and losses on donor-restricted net assets are classified as net assets without donor
restrictions unless specifically restricted by the donor or by applicable state law.

Contributions 

Contributions of cash and other assets, including unconditional promises to give in the future, are
reported as revenue when received, measured at fair value. Donor promises to give in the future are
recorded at the present value of estimated future cash flows. Contributions resulting from split-interest
agreements, measured at the time the agreements are entered, are based on the difference between the
fair value of the assets received or promised and the present value of the obligation to the third-party
recipient(s) under the contract.

Contributions without donor-imposed restrictions and contributions with donor-imposed time or purpose
restrictions that are met in the period in which the contributions are received are both reported as
contributions without donor restrictions. 

Certain government grants are accounted for as conditional contributions, being nonexchange in nature.
These grants are reported in the child support line on the consolidated statement of activities and
changes in net assets and are recognized as revenue as qualifying expenses are incurred. The
remaining conditional balance of these grants totaled $53,577,950 and $31,280,575 at December 31,
2023 and 2022, respectively. 

Contributions receivable that are expected to be collected within one year are recorded at net realizable
value. Contributions receivable of $16,609,870 and $12,014,436 is recorded with receivables as of
December 31, 2023 and 2022, respectively. Unconditional promises to give that are expected to be
collected in future years are recorded at the present value of their estimated future cash flows. The
discounts on those amounts are computed using risk-free interest rates applicable to the years in which
the promises are received. Amortization of the discounts is included in contribution revenue. An
allowance for uncollectible contributions is provided when evidence indicates amounts promised by
donors may not be collectible.

Grant Revenue 

During 2023 and 2022, the Organization recognized revenue from exchange grant contracts of
$159,786,128 and $138,951,153, respectively.
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Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 2 - Significant Accounting Policies (Continued)

Disaggregation of Revenue

Revenue received for grants determined to be exchange transactions is recognized as services are
provided. Grant revenue is primarily received for child support and refugee services. These services may
be transferred to granting agencies both at a point in time or over time. Of the $159,786,128 and
$138,951,153 of revenue recognized from contracts with granting agencies during 2023 and 2022,
respectively, revenue recognized over time amounted to $157,335,057 and $136,632,042, respectively,
while the remainder was recognized at a point in time.

There are no significant economic factors that affect the nature, amount, timing, and uncertainty of the
Organization's revenue and cash flows. 

Contract Balances

In some situations, the Organization receives cash prior to the satisfaction of the performance obligation,
which results in the Organization recognizing contract liabilities. Deferred revenue consists primarily of
grant revenue received in advance of expenditures incurred. 

For the years ended 2023 and 2022, the beginning balances of the Organization's receivables from
exchange grant contracts were $8,411,851 and $10,965,528, respectively. The ending balances of the
Organization's receivables from exchange grant contracts were $13,555,454 and $8,411,851,
respectively.

Nature of Promises to Transfer and Timing of Satisfaction of Performance Obligations

The Organization's exchange grant services are performed both over time and at a point in time. 

For foster care services, the Organization has a performance obligation for the placement and
supervision of the child in the foster care home, which is recognized over time as services are performed
using an output method of time elapsed to measure progress.

For refugee services, the Organization has a performance obligation to provide employment services to
refugees, which is recognized over time using an input method of costs incurred.

For foster care adoption services, the Organization has performance obligations for the supervision of the
child in the foster care home and the adoption placement of the child within the home. The supervision is
recognized over time as services are performed using an output method of time elapsed to measure
progress. The adoption placement is recognized at a point in time when the adoption is finalized. 

In most cases, services that the Organization contracts to transfer to customers are performed by the
Organization. In no case does the Organization act as an agent (i.e., the Organization does not provide a
service of arranging for another party to transfer goods or services to the customer).

Significant Payment Terms

Payment for services provided by the Organization is typically due within 30 days after an invoice is sent
to the granting agency. Invoices for services performed over time are typically sent to granting agencies
on the last business day of each calendar month. Invoices for services performed at a point in time are
typically sent to granting agencies within 3 calendar days of performance. None of the Organization's
contracts have a significant financing component.

Allocating the Transaction Price

The transaction price of a contract is the amount of consideration to which the Organization expects to be
entitled in exchange for transferring promised services to a granting agency. 
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Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 2 - Significant Accounting Policies (Continued)

To determine the transaction price of a contract, the Organization considers its customary business
practices and the terms of the contract. For the purpose of determining transaction prices, the
Organization assumes that the services will be transferred to the granting agency as promised in
accordance with existing contracts and that the contracts will not be canceled, renewed, or modified.

Most of the Organization's contracts with granting agencies have fixed transaction prices that are
denominated in U.S. dollars and payable in cash. For some contracts, however, the amount of
consideration to which the Organization will be entitled is variable. Under those contracts, some or all of
the consideration for satisfied performance obligations is contingent on events over which the
Organization has no direct influence. For example, foster care contracts contain per diem rates for
administration and boarding, and foster care adoption contracts have a specific tiered rate system based
on days in placement. Certain refugee service contracts are direct cost contracts in which the
Organization will be reimbursed for direct costs incurred.

The Organization includes amounts of variable consideration in a contract's transaction price only to the
extent that the Organization has a relatively high level of confidence that the amounts will not be subject
to significant reversals, that is, downward adjustments to revenue recognized for satisfied performance
obligations. In determining amounts of variable consideration to include in a contract's transaction price,
the Organization relies on its experience and other evidence that supports its qualitative assessment of
whether revenue would be subject to a significant reversal. The Organization considers all the facts and
circumstances associated with both the risk of a revenue reversal arising from an uncertain future event
and the magnitude of the reversal if that uncertain event were to occur.

To allocate an appropriate amount of consideration to each separate performance obligation, the
Organization determines the stand-alone selling price at contract inception of the good or service
underlying each separate performance obligation and allocates the transaction price on a relative stand-
alone selling price basis. The stand-alone selling price is the price at which the Organization would sell a
promised service separately to a granting agency.

Adoption Revenue

During 2023 and 2022, the Organization recognized revenue from adoption contracts of $7,917,527 and
$6,957,010, respectively, which is recognized within service fees on the consolidated statement of
activities and changes in net assets. 

Disaggregation of Revenue

Prospective parents involved in the domestic infant and international adoption process are charged a fee
for services, consisting of home study, placement of the child, and supervision during the post-placement
probationary time period. The international adoption process also includes fees charged by the
Organization for acting as a liaison with the international agency. These services may be transferred to
prospective parents both at a point in time or over time. Of the $7,917,527 and $6,957,010 of revenue
recognized from adoption contracts with prospective parents during 2023 and 2022, respectively,
revenue recognized over time amounted to $74,296 and $206,774, respectively, while the remainder was
recognized at a point in time.

There are no economic factors that significantly affect the nature, amount, timing, and uncertainty of the
Organization's adoption revenue and cash flows. 
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Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 2 - Significant Accounting Policies (Continued)

Contract Balances

In some situations, the Organization receives cash prior to the satisfaction of the performance obligation,
which results in the Organization recognizing contract liabilities. Deferred revenue consists primarily of
adoption fees billed to prospective parents and collected in advance of providing adoption services. The
Organization's receivables from adoption contracts were $868,093, $783,356, and $728,948 as of
December 31, 2023; December 31, 2022; and January 1, 2022, respectively. Contract liabilities from
adoption contracts were $128,274, $199,071, and $385,598 as of December 31, 2023; December 31,
2022; and January 1, 2022, respectively.

Nature of Promises to Transfer and Timing of Satisfaction of Performance Obligations

The Organization's adoption services are performed both over time and at a point in time. 

For adoption fee revenue, the Organization has the following performance obligations:

 Processing application - Revenue recognized at a point in time upon completion of processing the

application

 Processing paperwork and providing support and training - Revenue recognized over time as services

are performed using an output method of time elapsed to measure progress

 Performance of home study - Revenue recognized over time as services are performed using an

output method of time elapsed to measure progress

 Pursue referral - Revenue recognized over time as services are performed using an output method of

time elapsed to measure progress

 Placement of child - Revenue recognized at a point in time upon placement of child

 Perform home assessment and satisfy legal requirements - Revenue recognized over time as services

are performed using an output method of time elapsed to measure progress

In most cases, services that the Organization contracts to transfer to prospective parents are performed
by the Organization. In no case does the Organization act as an agent (i.e., the Organization does not
provide a service of arranging for another party to transfer goods or services to the prospective parents).

Significant Payment Terms

Payment for services provided by the Organization is typically due upon posting of the charge to the
prospective parents' account. Notices for services performed over time or for services performed at a
point in time are posted to the prospective parents' account at the time they are assessed. The
Organization does not offer discounts if the prospective parents pay some or all of an invoiced amount
prior to the due date. 

Allocating the Transaction Price

The transaction price of a contract is the amount of consideration to which the Organization expects to be
entitled in exchange for transferring promised services to prospective parents. 

To determine the transaction price of a contract, the Organization considers its customary business
practices and the terms of the contract. For the purpose of determining transaction prices, the
Organization assumes that the services will be transferred to the prospective parents as promised in
accordance with existing contracts and that the contracts will not be canceled, renewed, or modified.

Most of the Organization's contracts with prospective parents have fixed transaction prices that are
denominated in U.S. dollars and payable in cash. None of the Organization's contracts have a significant
financing component.
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Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 2 - Significant Accounting Policies (Continued)

For some contracts, however, the amount of consideration to which the Organization will be entitled is
variable. Under those contracts, some or all of the consideration for satisfied performance obligations is
contingent on events over which the Organization has no direct influence. For example, the fees paid for
the home study and placement may be partially or fully refundable depending on circumstances outside
of the Organization's control. The Organization includes amounts of variable consideration in a contract's
transaction price only to the extent that the Organization has a relatively high level of confidence that the
amounts will not be subject to significant reversals, that is, downward adjustments to revenue recognized
for satisfied performance obligations. In determining amounts of variable consideration to include in a
contract's transaction price, the Organization relies on its experience and other evidence that supports its
qualitative assessment of whether revenue would be subject to a significant reversal. The Organization
considers all the facts and circumstances associated with both the risk of a revenue reversal arising from
an uncertain future event and the magnitude of the reversal if that uncertain event were to occur.

To allocate an appropriate amount of consideration to each separate performance obligation, the
Organization determines the stand-alone selling price at contract inception of the service underlying each
separate performance obligation and allocates the transaction price on a relative stand-alone selling price
basis. The stand-alone selling price is the price at which the Organization would sell a promised service
separately to prospective parents.

Functional Allocation of Expenses 

Costs of providing the program and support services have been reported on a functional basis in the
consolidated statement of functional expenses. The financial statements report certain categories of
expenses that are attributable to more than one program or supporting function. Therefore, these
expenses require allocation on a reasonable basis that is consistently applied. Salaries, wages, and
associated employee benefits are allocated based on estimates of time and effort. Depreciation and
occupancy expenses are allocated based on square footages. All other expenses are allocated based on
direct identification and utilization. Costs have been allocated between the various program and support
services based on estimates determined by management. Although the methods of allocation used are
considered appropriate, other methods could be used that would produce different amounts.

For the year ended December 31, 2023, the Organization added leases and donated goods and services
to the consolidated statement of functional expenses. For the year ended December 31, 2022, lease
expense was included in occupancy and donated goods and services were included with expenses that
most closely matched the nature of the donated good or service.

Income Taxes 

The Organization is a not-for-profit corporation and is exempt from tax under the provisions of Internal
Revenue Code Section 501(c)(3). 

Advertising Expense 

Advertising expense is charged to income during the year in which it is incurred. Advertising expense for
2023 and 2022 was $1,429,135 and $1,879,328, respectively.

Contingencies

The Organization was self-insured for health, professional, and general liability insurances as of
December 31, 2023 and 2022. For health insurance, the Organization has an individual stop-loss at the
contract/employee level ($250,000 in 2023 and 2022). The accrual for estimated health claims incurred
but not reported was $739,546 and $1,042,464 at December 31, 2023 and 2022, respectively. Losses
and claims are reported as fringe benefits in the consolidated statement of functional expenses totaling
$11,220,624 and $10,788,540 for the years ended December 31, 2023 and 2022, respectively.
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Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 2 - Significant Accounting Policies (Continued)

For professional and general liability insurance, effective July 1, 2021 and retroactive to September 1,
2020, the Organization was self-insured up to $3 million on a claims-made basis and secured a $7 million
excess/umbrella policy for professional and general liability, including $2 million in excess/umbrella
coverage for sexual abuse and molestation. Effective July 1, 2023 and retroactive to July 1, 2021, the
Organization is self-insured up to $2 million per claim ($6 million aggregate) on a claims-made basis and
has secured a $10 million excess/umbrella policy for professional and general liability, including $5 million
in excess/umbrella coverage for sexual abuse and molestation. From July 1, 2022 until June 30, 2023,
the Organization maintained a $3 million letter of credit secured by a $3 million segregation of the
Organization’s line of credit with the bank. From July 1, 2021 until June 30, 2022, the Organization
maintained a $3 million letter of credit and a $3 million restricted cash deposit account with the bank for
the professional and general liability self-insurance plan. The accrued liability for estimated professional
and general liability claims was $7,408,081 and $1,932,000 at December 31, 2023 and 2022,
respectively. 

Risks and Uncertainties

The Organization invests in various investment securities. Investment securities are exposed to various
risks, such as interest rate, market, and credit risks. Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment securities
will occur in the near term and that such changes could materially affect the amounts reported in the
consolidated statement of financial position.

The Organization's child support revenue category is made up of approximately 61 and 55 percent of
contracts with state and federal agencies for international refugee services as of December 31, 2023 and
2022, respectively.

Subsequent Events 

The consolidated financial statements and related disclosures include evaluation of events up through
and including March 19, 2024, which is the date the consolidated financial statements were available to
be issued.

Note 3 - Liquidity and Availability of Resources

The following reflects the Organization's financial assets as of December 31, reduced by amounts not
available for general use because of contractual or donor-imposed restrictions within one year of the
consolidated statement of financial position date:

2023 2022

Cash and cash equivalents $ 6,100,423 $ 5,049,285
Restricted cash - 1,600,000
Accounts receivable - Net 31,033,417 21,209,643
Investments 24,586,167 22,486,548

Financial assets - At year end 61,720,007 50,345,476

Less those unavailable for general expenditures within one year due to
contractual or donor-imposed restrictions:

Restricted by donor with time or purpose restrictions 1,789,004 1,933,321
Restricted by donors in perpetuity 207,695 258,219
Restricted by Recourse Agreement - 1,600,000

Less amounts unavailable to management without board approval -
Board-designated endowments 14,807,763 12,996,147

Financial assets available to meet cash needs for general
expenditures within one year $ 44,915,545 $ 33,557,789
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December 31, 2023 and 2022

Note 3 - Liquidity and Availability of Resources (Continued)

The Organization's endowment funds consist of donor-restricted endowments and board-designated
quasi endowments. Income from donor-restricted endowments is not restricted for specific purposes and
is available for general expenditure. As described in Note 11, the Organization applies a spending rate of
5 percent on its board-designated endowments; therefore, $779,356 and $684,008 of appropriations from
the endowment will be available within the next 12 months as of December 31, 2023 and 2022,
respectively. Although the Organization does not intend to spend from its quasi endowment other than
amounts appropriated for general expenditure as part of its annual budget approval and appropriation
process, amounts from its quasi endowment could be made available if necessary.

The Organization's cash flows have seasonal variations during the year attributable to service
reimbursement from various governmental entities and a concentration of approximately 40 percent of
contributions received in the fourth quarter. The Organization maintains a line of credit that can be drawn
upon, as further described in Note 8, to manage liquidity needs. 

Note 4 - Investments

The details of the Organization's investments at December 31 are as follows:

2023 2022

Mutual funds $ 8,131,316 $ 10,397,805
Pooled funds 156,202 167,610
Exchange-traded funds 16,298,649 11,921,133

Subtotal 24,586,167 22,486,548

Investment in unconsolidated affiliate 543,866 483,318

Total $ 25,130,033 $ 22,969,866

Investment income (loss) consists of the following:

2023 2022

Interest and dividends $ 868,104 $ 856,079
Realized and unrealized gains (losses) 2,652,211 (5,806,134)

Total $ 3,520,315 $ (4,950,055)

During 2005, the Organization purchased a 40 percent minority interest in a limited liability company for
$802,060. This investment in the unconsolidated affiliate is accounted for using the equity method of
accounting. The Organization recognized income of approximately $61,000 and $56,000 for the years
ended December 31, 2023 and 2022, respectively, and received a distribution of $80,000 for the year
ended December 31, 2022. There were no distributions for the year ended December 31, 2023. The
Organization is the sole tenant of the real estate limited liability company and has incurred lease
expenses of $201,843 in 2023 and $195,966 in 2022 related to an operating lease entered into in
conjunction with the investment.
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Note 5 - Property and Equipment

Property and equipment are summarized as follows:

2023 2022

Land $ 1,315,815 $ 1,315,815
Land improvements 1,454,373 1,454,373
Buildings and improvements 31,555,893 30,836,238
Transportation equipment 1,244,938 1,016,350
Furniture and fixtures 9,578,672 9,723,105
Construction in progress 346,194 144,981

Total cost 45,495,885 44,490,862

Accumulated depreciation 20,024,798 18,435,708

Net property and equipment $ 25,471,087 $ 26,055,154

Depreciation expense for 2023 and 2022 was $2,253,892 and $2,239,716, respectively.

Note 6 - Annuities Payable

The Organization sponsors a program in which donors may transfer assets to the Organization for the
right to receive a predetermined return during their lifetimes (an annuity). Based upon the terms of each
annuity agreement, the Organization determines its liability under the agreement using the estimated
present value of future payments to the annuitant. Such future payments are determined utilizing the life
expectancy of the annuitant (based on Annuity 2012 Table for males and females) and the interest rate
(discount rate), the applicable federal midterm rate for U.S. Treasury bills, in effect at the time of the gift.
At December 31, 2023 and 2022, the Organization recorded $158,781 and $166,402, respectively, in
annuities payable relating to such program. 

Note 7 - Leases

The Organization is obligated under operating leases primarily for buildings, vehicles, and copiers,
expiring at various dates through 2028. The right-of-use asset and related lease liability have been
calculated using a discount rate between 4.00 and 5.50 percent, which is the Organization's incremental
borrowing rate. The rate implicit in the Organization's leases is not readily available. The leases require
the Organization to pay taxes, insurance, utilities, and maintenance costs. Total lease expense under
these leases was $4,908,708 and $5,694,954 for the years ended December 31, 2023 and 2022,
respectively. 

Included in lease expense are variable lease payments totaling $225,578 and $163,886 for the years
ended December 31, 2023 and 2022, respectively, which are dependent on certain operating activities.

Lease expense for operating leases includes $289,765 and $219,939 related to leases classified as
short-term leases during the years ended December 31, 2023 and 2022, respectively.
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Note 7 - Leases (Continued)

Future minimum annual commitments under these operating leases are as follows:

Years Ending
December 31 Amount

2024 $ 3,891,727
2025 2,321,662
2026 1,185,033
2027 574,205

2028 77,603

Total 8,050,230

Less amount
representing
interest 726,517

Present value of
net minimum
lease payments 7,323,713

Less current
obligations 3,455,801

Long-term
obligations under
leases $ 3,867,912

As of December 31, 2023 and 2022, the weighted-average remaining lease term for all operating leases
is 2.56 and 2.88 years, respectively. The weighted-average discount rate associated with operating
leases as of December 31, 2023 and 2022 is 4.13 and 4.00 percent, respectively.

Note 8 - Long-term Debt and Line of Credit

The Organization has a $11,000,000 line of credit from a bank at both December 31, 2023 and 2022.
There were $500,000 of outstanding borrowings at December 31, 2023 and no outstanding borrowings at
December 31, 2022. The line of credit bears interest at the Secured Overnight Financing Rate (SOFR)
plus 2.30 and 1.80 percent, subject to a 3.75 and 3.00 percent floor, as of December 31, 2023 and 2022,
respectively (an effective rate of 7.68 percent at December 31, 2023 and 6.10 percent at December 31,
2022). The line of credit is collateralized by the Organization's brokerage accounts and expires on July 1,
2024.

As of December 31, 2023 and 2022, the Organization had outstanding notes payable as follows: 

2023 2022

Barnabas Foundation note payable with principal payable upon the
termination of the loan and interest due quarterly. Interest is at a fixed
rate of 3.00 percent as of December 31, 2023 and 2022. The loan
originally matured in June 2022; was extended to June 21, 2024; and is
unsecured $ 1,500,000 $ 1,500,000

Grand Rapids building (670 Burton) promissory note payable in monthly
principal installments of $28,000, including interest at a fixed rate of 4.77
percent. The loan matures on January 25, 2026 and is collateralized by
the property 3,787,890 3,936,765

18



Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 8 - Long-term Debt and Line of Credit (Continued)

2023 2022

Grand Rapids building (660 Burton) promissory note payable in monthly
principal installments of $6,055, including interest at a fixed rate of 3.93
percent. The loan matures on December 19, 2026 and is collateralized
by the property $ 858,088 $ 895,738

Kalamazoo building (Seeco Dr.) promissory note payable in monthly
principal installments of $4,930, including interest at a fixed rate of 3.64
percent. The loan matures on August 20, 2026 and is collateralized by
the property 700,679 733,325

Kalamazoo building (KL Ave.) promissory note payable with available
borrowings up to $3,000,000 due in monthly principal installments of
$17,090 beginning on May 30, 2022, including interest at a fixed rate of
3.25 percent. The loan matures on April 30, 2028 and is collateralized
by the Organization's Holland real estate (James St.) 2,827,879 2,928,682

Term loan payable in monthly principal installments of $57,350 plus
interest at LIBOR plus 1.75 percent (an effective rate of 6.14 percent at
December 31, 2022). The loan was paid in full on May 10, 2023 - 424,021

Federal Home Loan Bank Affordable Housing Program notes payable,
received to assist in the building of low-income housing units. This loan
has no repayment requirements, no interest, and will be forgiven at the
end of the 15-year compliance period if the related projects are operated
in compliance with the grant terms. The loan is expected to be forgiven
on August 27, 2034. The loan is secured by the housing units
associated with the loan 750,000 750,000

Federal Home Loan Bank Affordable Housing Program notes payable,
received to assist in the building of low-income housing units. This loan
has no repayment requirements, no interest, and will be forgiven at the
end of the 15-year compliance period if the related projects are operated
in compliance with the grant terms. The loan is expected to be forgiven
on March 26, 2028. The loan is secured by the housing units associated
with the loan 720,000 720,000

Total 11,144,536 11,888,531

Less current portion 1,842,285 8,918,531

Long-term portion $ 9,302,251 $ 2,970,000

The balance of the above debt matures as follows:

Years Ending Amount

2024 $ 1,842,285
2025 357,590
2026 4,999,843
2027 125,737
2028 3,069,081

Thereafter 750,000

Total $ 11,144,536

Interest expense for the line of credit and long-term debt totaled $409,511 and $529,715 for 2023 and
2022, respectively. 
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Note 8 - Long-term Debt and Line of Credit (Continued)

The Organization is required to meet a semi-annual debt service coverage ratio as of December 31, 2023
and quarterly debt covenants that include liquidity requirements as of December 31, 2022, in relation to
the term loans payable and line of credit.

At December 31, 2022, the Organization was in violation of the unencumbered liquid assets to
indebtedness covenant. Under the terms of the agreement, the bank may call the loan if the Organization
is in violation of any restrictive covenant. The bank has waived the violation as of and for the year ended
December 31, 2022. 

Note 9 - Employee Benefit Plan

The Organization has a 403(b) retirement plan. Under the plan, employees can elect to defer up to 85
percent of their annual compensation up to the maximum dollar amount determined by the Internal
Revenue Code.

The Organization provides a discretionary match for eligible employee contributions in an amount equal
to 100 percent of elective deferral contributions according to the following schedule:

Years of Service

Limit on
Contributions

Matched

Less than 2 No matching
contribution

2 - 4 4 percent
5 - 9 6 percent

10 or more 8 percent

In addition, the Organization can make a discretionary contribution up to 2 percent of salary for each
participant employed at the end of the year, with at least two years of service, and who has worked at
least 1,000 hours during the year. The discretionary contribution was not made in 2023 or 2022.

The Organization made contributions of $2,499,172 and $2,264,885 to the plan for the years ended
December 31, 2023 and 2022, respectively.

Note 10 - Fair Value Measurements

Accounting standards require certain assets and liabilities be reported at fair value in the consolidated
financial statements and provide a framework for establishing that fair value. The framework for
determining fair value is based on a hierarchy that prioritizes the inputs and valuation techniques used to
measure fair value.

The following tables present information about the Organization's assets measured at fair value on a
recurring basis at December 31, 2023 and 2022 and the valuation techniques used by the Organization to
determine those fair values. 

Fair values determined by Level 1 inputs use quoted prices in active markets for identical assets that the
Organization has the ability to access. 

Fair values determined by Level 2 inputs use other inputs that are observable, either directly or indirectly.
These Level 2 inputs include quoted prices for similar assets in active markets and other inputs, such as
interest rates and yield curves, that are observable at commonly quoted intervals. 

Level 3 inputs are unobservable inputs, including inputs that are available in situations where there is
little, if any, market activity for the related asset. These Level 3 fair value measurements are based
primarily on management's own estimates using pricing models, discounted cash flow methodologies, or
similar techniques taking into account the characteristics of the asset. 

20



Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022
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In instances where inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Organization's assessment of the significance of particular inputs to these
fair value measurements requires judgment and considers factors specific to each asset. 

Assets Measured at Fair Value on a Recurring Basis at
December 31, 2023

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
December 31,

2023

Assets
Investments:

Mutual funds - Domestic
stock $ 2,521,176 $ - $ - $ 2,521,176

Mutual funds - Foreign stock 3,197,012 - - 3,197,012
Mutual funds - Bonds 2,413,128 - - 2,413,128
Exchange-traded funds -

Domestic stock 8,625,399 - - 8,625,399
Exchange-traded funds -

Foreign stock 2,734,261 - - 2,734,261
Exchange-traded funds -

Real estate 280,985 - - 280,985
Exchange-traded funds -

Bonds 4,658,004 - - 4,658,004
Pooled funds - Domestic

stock - 35,483 - 35,483
Pooled funds - Foreign

equity - 46,717 - 46,717
Pooled funds - Bonds - 37,068 - 37,068
Equity securities measured

at net asset value 36,934

Total investments $ 24,429,965 $ 119,268 $ - $ 24,586,167
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Assets Measured at Fair Value on a Recurring Basis at
December 31, 2022

Quoted Prices in
Active Markets

for Identical
Assets

(Level 1)

Significant Other
Observable

Inputs
(Level 2)

Significant
Unobservable

Inputs
(Level 3) 

Balance at
December 31,

2022

Assets
Investments:

Mutual funds - Domestic
stock $ 2,765,751 $ - $ - $ 2,765,751

Mutual funds - Foreign stock 3,111,644 - - 3,111,644
Mutual funds - Bonds 4,520,410 - - 4,520,410
Exchange-traded funds -

Domestic stock 7,035,542 - - 7,035,542
Exchange-traded funds -

Foreign stock 2,222,134 - - 2,222,134
Exchange-traded funds -

Real estate 228,800 - - 228,800
Exchange-traded funds -

Bonds 2,434,657 - - 2,434,657
Pooled funds - Domestic

stock - 40,546 - 40,546
Pooled funds - Foreign

equity - 51,560 - 51,560
Pooled funds - Bonds - 40,010 - 40,010
Equity securities measured

at net asset value 35,494

Total investments $ 22,318,938 $ 132,116 $ - $ 22,486,548

The fair value of pooled funds at December 31, 2023 and 2022 was determined primarily based on Level
2 inputs. The Organization estimates the fair value of these investments using quoted prices for similar
assets in active markets and other inputs, such as interest rates and yield curves.

Note 11 - Donor-restricted and Board-designated Endowments

The Organization's endowment includes both donor-restricted endowment funds and funds designated by
the board of directors to function as endowments. Net assets associated with endowment funds, including
funds designated by the board of directors to function as endowments, are classified and reported based
on the existence or absence of donor-imposed restrictions.
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Note 11 - Donor-restricted and Board-designated Endowments (Continued)

Interpretation of Relevant Law

The Organization is subject to the Uniform Prudent Management of Institutional Funds Act (UPMIFA)
and, thus, classifies amounts in its donor-restricted endowment funds as net assets with donor
restrictions because those net assets are time restricted until the board of directors appropriates such
amounts for expenditures. Most of those net assets are also subject to purpose restrictions that must be
met before reclassifying those net assets to net assets without donor restrictions. The board of directors
of the Organization had interpreted UPMIFA as not requiring the maintenance of purchasing power of the
original gift amount contributed to an endowment fund unless a donor stipulates the contrary. As a result
of this interpretation, when reviewing its donor-restricted endowment funds, the Organization considers a
fund to be underwater if the fair value of the fund is less than the sum of (a) the original value of initial and
subsequent gift amounts donated to the fund and (b) any accumulations to the fund that are required to
be maintained in perpetuity in accordance with the direction of the applicable donor gift instrument. The
Organization has interpreted UPMIFA to permit spending from underwater funds in accordance with the
prudent measures required under the law. Additionally, in accordance with UPMIFA, the Organization
considers the following factors in making a determination to appropriate or accumulate donor-restricted
endowment funds: 

 The duration and preservation of the fund

 The purpose of the Organization and the donor-restricted endowment fund

 General economic conditions

 The possible effect of inflation and deflation

 The expected total return from income and the appreciation of investments

 Other resources of the Organization

 The investment policies of the Organization

Endowment Net Asset Composition by Type of Fund
as of December 31, 2023

Without Donor
Restrictions

With Donor
Restrictions Total

Board-designated endowment funds $ 15,587,119 $ - $ 15,587,119
Donor-restricted endowment funds:

Original donor-restricted gift amount and amounts
required to be maintained in perpetuity by the
donor - 207,695 207,695

Accumulated investment gains - 95,543 95,543
Term endowment - 551,266 551,266

Total $ 15,587,119 $ 854,504 $ 16,441,623
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Note 11 - Donor-restricted and Board-designated Endowments (Continued)

Changes in Endowment Net Assets for the Fiscal
Year Ended December 31, 2023

Without Donor
Restrictions

With Donor
Restrictions Total

Endowment net assets - Beginning of year $ 13,680,155 $ 825,921 $ 14,506,076

Investment return:
Investment income 518,921 - 518,921

Net appreciation 1,640,828 130,615 1,771,443

Total investment return 2,159,749 130,615 2,290,364

Contributions 46,922 3,750 50,672
Appropriation of endowment assets for expenditure (299,707) (105,782) (405,489)

Endowment net assets - End of year $ 15,587,119 $ 854,504 $ 16,441,623

Endowment Net Asset Composition by Type of Fund
as of December 31, 2022

Without Donor
Restrictions

With Donor
Restrictions Total

Board-designated endowment funds $ 13,680,155 $ - $ 13,680,155
Donor-restricted endowment funds:

Original donor-restricted gift amount and amounts
required to be maintained in perpetuity by the
donor - 258,219 258,219

Accumulated investment gains - 91,559 91,559
Term endowment - 476,143 476,143

Total donor-restricted endowment funds - 825,921 825,921

Total $ 13,680,155 $ 825,921 $ 14,506,076

Changes in Endowment Net Assets for the Fiscal
Year Ended December 31, 2022

Without Donor
Restrictions

With Donor
Restrictions Total

Endowment net assets - Beginning of year $ 23,843,312 $ 929,377 $ 24,772,689

Investment return:
Investment income 563,016 - 563,016

Net depreciation (3,803,526) (128,238) (3,931,764)

Total investment return (3,240,510) (128,238) (3,368,748)

Contributions 147,793 24,782 172,575
Appropriation of endowment assets for expenditure (7,070,440) - (7,070,440)

Endowment net assets - End of year $ 13,680,155 $ 825,921 $ 14,506,076

24



Bethany Christian Services

Notes to Consolidated Financial Statements
December 31, 2023 and 2022

Note 11 - Donor-restricted and Board-designated Endowments (Continued)

Return Objectives and Risk Parameters 

The Organization has adopted investment and spending policies for endowment assets that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of the endowment assets. Endowment assets include those assets of
donor-restricted funds that the Organization must hold in perpetuity or for a donor-specified period, as
well as board-designated funds. Under this policy, as approved by the board of directors, the endowment
assets are invested in a manner that is intended to produce results that exceed the price and yield results
while assuming a moderate level of investment risk. The Organization expects its endowment funds, over
time, to provide an average rate of return of approximately 8 percent annually. Actual returns in any given
year may vary from this amount.

Strategies Employed for Achieving Objectives 

To satisfy its long-term rate-of-return objectives, the Organization relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current
yield (interest and dividends). The Organization targets a diversified asset allocation that places a greater
emphasis on equity-based investments to achieve its long-term return objectives within prudent risk
constraints.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Organization has a policy of appropriating for distribution each year 5 percent of its endowment
fund's average fair value over the prior eight quarters through the calendar year end preceding the fiscal
year in which the distribution is planned. In establishing this policy, the Organization considered the long-
term expected rate of return on its endowment. Accordingly, over the long term, the Organization expects
the current spending policy to allow its endowment to grow an average of 3 percent annually. The
Organization has a policy that permits spending from underwater endowment funds depending on the
degree to which the fund is underwater, unless otherwise precluded by donor intent or relevant laws and
regulations.
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Note 12 - Net Assets

Net assets with donor restrictions as of December 31 are available for the following purposes:

2023 2022

Subject to expenditures for a specified purpose:
Term endowments $ 551,266 $ 476,143
Accumulated earnings on donor endowments 95,543 91,559
Community development projects 317,386 442,521
Therapeutic respite - 15,159
Unaccompanied children crisis - 585,574
Afghan Placement and Assistance Fund - 343,586
Border crisis response 118,472 330,404
Equine riding arena 226,120 235,836
Foster care recruitment 226,101 307,229
Caring Connection Fund 216,870 418,351
Inclusion & Generous Spaces Program 89,770 206,180
Compassion Ministry Fund 103,368 87,066
Grand Rapids Infant Adoption 75,000 -
Grand Rapids Refugee Health Services 60,000 -
St. Louis Pregnancy Counseling 22,917 -
Nashville Transitional Foster Care 33,000 -
Western South Dakota ReNew Program 25,000 -
GRIS 254,765 -
Refugee Resettlement 729,620 -

Total subject to expenditures for a specified purpose 3,145,198 3,539,608

Subject to the passage of time - Pledges 688,079 1,474,641
Subject to the Organization's spending policy and appropriation - Donor

endowment 207,695 258,219

Total $ 4,040,972 $ 5,272,468
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