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INDEPENDENT AUDITOR’S REPORT 

 

Board of Directors 

United Methodist Community House, Inc. 

Grand Rapids, MI  49507 

 

Opinion 

We have audited the accompanying financial statements of United Methodist Community House, Inc. (a nonprofit 

organization), which comprise the statement of financial position as of December 31, 2022 and 2021, and the related 

statements of activities, functional expenses, and cash flows for the years then ended, and the related notes to the 

financial statements. 

 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position 

of United Methodist Community House, Inc. as of December 31, 2022 and 2021, and the changes in its net assets 

and its 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. 

Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of the 

Financial Statements section of our report. We are required to be independent of United Methodist Community 

House, Inc. and to meet our other ethical responsibilities in accordance with the relevant ethical requirements 

relating to our audits. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 

basis for our audit opinion. 

 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of the financial statements in accordance with 

accounting principles generally accepted in the United States of America, and for the design, implementation, and 

maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free 

from material misstatement, whether due to fraud or error. 

 

In preparing the financial statements, management is required to evaluate whether there are conditions or events, 

considered in the aggregate, that raise substantial doubt about United Methodist Community House, Inc.'s ability to 

continue as a going concern within one year after the date that the financial statements are available to be issued. 

 

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from 

material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. 

Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that 

an audit conducted in accordance with generally accepted auditing standards 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, including omissions, 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 financial statements. 
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In performing an audit in accordance with generally accepted auditing standards, we: 

 Exercise professional judgment and maintain professional skepticism throughout the audit. 

 Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or 

error, and design and perform audit procedures responsive to those risks. Such procedures include 

examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. 

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are 

appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

United Methodist Community House, Inc.'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 financial statements. 

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise 

substantial doubt about United Methodist Community House, Inc.'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 audit, significant audit findings, and certain internal control related matters that we 

identified during the audit. 

 

 

 

 

Meyaard Tolman & Venlet p.c. 

Zeeland, Michigan 

November 1, 2023 
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UNITED METHODIST COMMUNITY HOUSE, INC.

STATEMENTS OF FINANCIAL POSITION

December 31

ASSETS 2022 2021

CURRENT:

Cash and cash equivalents 381,902$            564,532$            

Receivables

Contributions 443,852              37,839                

Program service fees 71,763                68,183                

Prepaid expenses 4,215                  754                     

Inventory 1,153                  1,499                  

Total Current Assets 902,885              672,807              

PROPERTY AND EQUIPMENT, NET 4,031,244           3,299,105           

OTHER ASSETS:

Investments 32,978                39,415                

Total Other Assets 32,978                39,415                

TOTAL ASSETS 4,967,107$         4,011,327$         

LIABILITIES AND NET ASSETS

CURRENT:

Accounts payable 89,907$              160,102$            

Accrued liabilities 50,652                29,368                

Current portion of long-term debt 1,671,617           -                          

Total current liabilities 1,812,176           189,470              

LONG-TERM:

Note payable - bank 1,671,617           1,671,617           

Less current portion (1,671,617)          -                          

Total long-term debt, net of current portion -                          1,671,617           

Total Liabilities 1,812,176           1,861,087           

NET ASSETS:

Net assets without donor restrictions 2,647,660           2,090,907           

Net assets with donor restrictions 507,271              59,333                

Total Net Assets 3,154,931           2,150,240           

TOTAL LIABILITIES AND NET ASSETS 4,967,107$         4,011,327$         

See accompanying notes.  3



UNITED METHODIST COMMUNITY HOUSE, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2022

Net Assets Without Net Assets With

Donor Restrictions Donor Restrictions Total

PUBLIC SUPPORT AND REVENUE:

Public support

Contributions:

Individuals and businesses 97,043$                  -$                           97,043$                  

Foundations and grants 2,293,300               507,420                  2,800,720               

United Methodist Women - insurance,

supplementary gifts and other 20,181                    -                             20,181                    

United Methodist Church and Agencies 29,248                    -                             29,248                    

Net assets released from restrictions 59,482                    (59,482)                  -                             

Total public support 2,499,254               447,938                  2,947,192               

Revenue

Program fees 419,564                  -                             419,564                  

Fresh market sales 33,062                    -                             33,062                    

Transportation services 8,153                      -                             8,153                      

Contract reimbursements:

Senior Citizens 207,557                  -                             207,557                  

Child Care and Youth Services 620,657                  -                             620,657                  

Unrealized gain on investments (6,437)                    -                             (6,437)                    

Rental income 14,800                    -                             14,800                    

Miscellaneous income 7,827                      -                             7,827                      

Total revenue 1,305,183               -                             1,305,183               

TOTAL PUBLIC SUPPORT

AND REVENUE 3,804,437               447,938                  4,252,375               

EXPENSES

Program services

Child Development and Youth Services 1,265,614               -                             1,265,614               

Senior Citizens 359,791                  -                             359,791                  

Fresh Market 166,165                  -                             166,165                  

900 Division Project 292,384                  -                             292,384                  

Total program services 2,083,954               -                             2,083,954               

Supporting services

General and administrative 1,037,604               -                             1,037,604               

Fundraising 126,126                  -                             126,126                  

Total supporting services 1,163,730               -                             1,163,730               

TOTAL EXPENSES 3,247,684               -                             3,247,684               

CHANGE IN NET ASSETS 556,753                  447,938                  1,004,691               

Net assets, beginning of year 2,090,907               59,333                    2,150,240               

Net assets, end of year 2,647,660$             507,271$                3,154,931$             

See accompanying notes.  4



UNITED METHODIST COMMUNITY HOUSE, INC.

STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2021

Net Assets Without Net Assets With

Donor Restrictions Donor Restrictions Total

PUBLIC SUPPORT AND REVENUE:

Public support

Contributions:

Individuals and businesses 160,631$                -$                           160,631$                

Foundations and grants 1,439,941               29,333                    1,469,274               

United Methodist Women - insurance,

supplementary gifts and other 49,311                    15,000                    64,311                    

United Methodist Church and Agencies 29,300                    -                             29,300                    

Net assets released from restrictions 594,388                  (594,388)                -                             

Total public support 2,273,571               (550,055)                1,723,516               

Revenue

Program fees 390,493                  -                             390,493                  

Fresh market sales 10,788                    -                             10,788                    

Transportation services 3,844                      -                             3,844                      

Contract reimbursements:

Senior Citizens 154,338                  -                             154,338                  

Child Care and Youth Services 542,416                  -                             542,416                  

Unrealized gain on investments 4,734                      -                             4,734                      

Rental income 12,600                    -                             12,600                    

Miscellaneous income 9,026                      -                             9,026                      

Forgiveness on Payroll Protection Program loan 333,733                  -                             333,733                  

Total revenue 1,461,972               -                             1,461,972               

TOTAL PUBLIC SUPPORT

AND REVENUE 3,735,543               (550,055)                3,185,488               

EXPENSES

Program services

Child Development and Youth Services 988,954                  -                             988,954                  

Senior Citizens 337,420                  -                             337,420                  

Family Outreach 251                         -                             251                         

Fresh Market 94,214                    -                             94,214                    

900 Division Project 263,497                  -                             263,497                  

Total program services 1,684,336               -                             1,684,336               

Supporting services

General and administrative 742,565                  -                             742,565                  

Fundraising 248,944                  -                             248,944                  

Total supporting services 991,509                  -                             991,509                  

TOTAL EXPENSES 2,675,845               -                             2,675,845               

CHANGE IN NET ASSETS 1,059,698               (550,055)                509,643                  

Net assets, beginning of year 1,031,209               609,388                  1,640,597               

Net assets, end of year 2,090,907$             59,333$                  2,150,240$             

See accompanying notes.  5



UNITED METHODIST COMMUNITY HOUSE, INC.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2022

Child

Development and Senior Fresh

Youth Services Citizens Market

Salaries and wages 778,149$          197,545$          41,210$            

Employee insurance 15,976              4,742                378                   

403(b) contributions -                       -                       -                       

Payroll taxes 57,583              14,482              3,061                

Workers' compensation -                       -                       -                       

Unemployment 15,961              3,670                275                   

Contract, audit and legal fees -                       1,120                9,975                

Stipends -                       -                       14,625              

Office supplies 810                   347                   260                   

Program supplies 304,887            7,674                22,947              

Food, kitchen supplies, outside meals 34,712              1,363                4,943                

Telephone and internet 6,564                927                   3,499                

Postage -                       -                       -                       

Utilities 14,352              10,274              16,181              

General repair and maintenance/snow removal 1,800                10,063              13,108              

Depreciation and amortization 877                   46,283              -                       

Cleaning supplies 7                       -                       -                       

Property insurance and protection 5,851                8,947                -                       

Printing -                       2,815                528                   

Mileage reimbursements 1,252                -                       -                       

Vehicle maintenance and insurance 712                   46,037              428                   

Conferences, dues and training 4,435                3,002                554                   

Equipment 2,600                -                       1,644                

Staff development 7,363                500                   365                   

Staff recruitment -                       -                       -                       

Real estate taxes -                       -                       781                   

Interest, service charges and payroll processing 6,111                -                       291                   

Miscellaneous 5,612                -                       -                       

Cost of goods sold -                       -                       31,112              

Theft loss -                       -                       -                       

TOTAL EXPENSES 1,265,614$       359,791$          166,165$          

% of Expenses 38.97% 11.08% 5.12%

See accompanying notes.



900 Total

Division Program General and Fund-

Project Services Administrative raising Total

127,810$          1,144,714$       360,539$          78,866$            1,584,119$       

-                       21,096              66,668              6,620                94,384              

-                       -                       5,734                5                       5,739                

8,881                84,007              24,625              5,420                114,052            

-                       -                       5,051                -                       5,051                

777                   20,683              7,736                856                   29,275              

130,264            141,359            171,627            15,402              328,388            

-                       14,625              -                       -                       14,625              

-                       1,417                10,476              47                     11,940              

-                       335,508            -                       -                       335,508            

-                       41,018              3,593                -                       44,611              

-                       10,990              17,932              -                       28,922              

-                       -                       764                   747                   1,511                

-                       40,807              39,664              1,774                82,245              

5,000                29,971              90,021              -                       119,992            

-                       47,160              87,729              -                       134,889            

-                       7                       12,068              -                       12,075              

-                       14,798              3,601                685                   19,084              

38                     3,381                10,871              6,250                20,502              

-                       1,252                815                   -                       2,067                

-                       47,177              50                     -                       47,227              

-                       7,991                11,936              495                   20,422              

-                       4,244                16,757              8,385                29,386              

-                       8,228                3,041                -                       11,269              

-                       -                       18,139              -                       18,139              

19,614              20,395              3,077                -                       23,472              

-                       6,402                8,090                574                   15,066              

-                       5,612                -                       -                       5,612                

-                       31,112              -                       -                       31,112              

-                       -                       57,000              -                       57,000              

292,384$          2,083,954$       1,037,604$       126,126$          3,247,684$       

9.00% 64.17% 31.95% 3.88% 100.00%
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UNITED METHODIST COMMUNITY HOUSE, INC.

STATEMENT OF FUNCTIONAL EXPENSES

YEAR ENDED DECEMBER 31, 2021

Child

Development and Senior Family

Youth Services Citizens Outreach

Salaries and wages 599,188$          187,829$          -$                     

Employee insurance 9,929                2,858                -                       

403(b) contributions 91                     297                   -                       

Payroll taxes 43,748              13,755              -                       

Workers' compensation 1,038                2,729                -                       

Unemployment 12,688              3,001                -                       

Contract, audit and legal fees -                       -                       -                       

Office supplies 167                   15                     38                     

Program supplies 240,516            5,362                213                   

Food, kitchen supplies, outside meals 41,960              1,348                -                       

Telephone and internet 6,368                3,169                -                       

Postage -                       -                       -                       

Utilities 14,496              12,499              -                       

General repair and maintenance/snow removal 1,164                20                     -                       

Depreciation and amortization 3,008                42,903              -                       

Cleaning supplies 85                     80                     -                       

Property insurance and protection 5,593                4,788                -                       

Printing 1,912                3,300                -                       

Mileage reimbursements 29                     -                       -                       

Vehicle maintenance and insurance -                       36,872              -                       

Conferences, dues and training 764                   2,004                -                       

Equipment -                       9,107                -                       

Staff development 2,628                395                   -                       

Staff recruitment -                       -                       -                       

Real estate taxes -                       -                       -                       

Interest, service charges and payroll processing 3,146                39                     -                       

Bad debt -                       -                       -                       

Miscellaneous 436                   5,050                -                       

Cost of goods sold -                       -                       -                       

TOTAL EXPENSES 988,954$          337,420$          251$                 

% of Expenses 36.96% 12.61% 0.01%

See accompanying notes.



900 Total

Fresh Division Program General and Fund-

Market Project Services Administrative raising Total

29,579$            177,428$          994,024$          325,011$          105,653$          1,424,688$       

361                   -                       13,148              63,006              7,347                83,501              

-                       -                       388                   5,595                181                   6,164                

2,252                13,484              73,239              24,350              7,582                105,171            

39                     166                   3,972                2,536                237                   6,745                

988                   134                   16,811              6,243                829                   23,883              

334                   11,383              11,717              86,031              114,539            212,287            

182                   -                       402                   6,554                -                       6,956                

11,056              -                       257,147            2,072                -                       259,219            

-                       -                       43,308              835                   -                       44,143              

4,326                -                       13,863              11,854              333                   26,050              

-                       -                       -                   2,506                753                   3,259                

1,163                3,488                31,646              30,914              2,083                64,643              

2,331                2,112                5,627                60,429              -                       66,056              

11,126              33,377              90,414              35,264              -                       125,678            

99                     -                       264                   7,359                -                       7,623                

1,150                3,451                14,982              8,915                671                   24,568              

614                   -                       5,826                11,152              3,890                20,868              

35                     -                       64                     113                   -                       177                   

-                       -                       36,872              515                   -                       37,387              

295                   -                       3,063                11,264              478                   14,805              

3,233                -                       12,340              13,349              4,188                29,877              

179                   -                       3,202                1,667                174                   5,043                

-                       -                       -                   7,794                -                       7,794                

-                       18,474              18,474              3,822                -                       22,296              

300                   -                       3,485                10,489              6                       13,980              

-                       -                       -                   -                       -                       -                       

610                   -                       6,096                2,926                -                       9,022                

17,977              -                       17,977              -                       -                       17,977              

94,214$            263,497$          1,684,336$       742,565$          248,944$          2,675,845$       

3.52% 9.85% 62.95% 27.75% 9.31% 100.00%
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UNITED METHODIST COMMUNITY HOUSE, INC.

STATEMENTS OF CASH FLOWS

Year Ended December 31

2022 2021

CASH FLOWS FROM OPERATING ACTIVITIES:

Change in net assets 1,004,691$       509,643$          

Adjustments to reconcile change in net assets to net

cash provided by (used in) operating activities:

Realized and unrealized loss (gain) on investments 6,437                (4,734)              

Depreciation expense 134,889            125,678            

Changes in operating assets and liabilities

which provided (used) cash:

Receivables (409,593)          53,879              

Prepaid expenses (3,461)              6,381                

Inventory 346                   (1,499)              

Accounts payable (70,195)            63,753              

Accrued liabilities 21,284              (626)                 

Net Cash Provided (Used) by Operating Activities 684,398            752,475            

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchases of property and equipment (867,028)          (598,247)          

Net Cash Provided by Investing Activities (867,028)          (598,247)          

.

CASH FLOW FROM FINANCING ACTIVITIES:

Net short-term debt (repayments) borrowings -                       (410,000)          

Principal payments on long-term debt -                       77,660              

Net Cash Provided (Used) by Financing Activities -                       (332,340)          

Net increase (decrease) in cash (182,630)          (178,112)          

Cash and cash equivalents, beginning of year 564,532            742,644            

Cash and cash equivalents, end of year 381,902$          564,532$          

See accompanying notes.  8
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UNITED METHODIST COMMUNITY HOUSE, INC. 

NOTES TO FINANCIAL STATEMENTS 

YEARS ENDED DECEMBER 31, 2022 AND 2021 

______________________________________________________ 

 

 

MISSION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

MISSION – United Methodist Community House, Inc., (the “Organization”) is a not-for-profit corporation 

whose mission is to provide services for youth and senior citizens in the inner city of Grand Rapids, Michigan 

through the following programs: 

 

Child Development and Youth Services – The Organization’s nationally accredited early childhood 

development center provides affordable childcare with the capacity to serve 83 children between the ages 

of 6 weeks and 12 years old. This program has been operating at nearly 53% of capacity. A lagging 

enrollment has been persistent since the pandemic and mostly due to staffing challenges. This program has 

provided resources for parents and their children through intervention and access to services; helping them 

be better prepared to enter kindergarten. Additionally served are elementary-aged youth, through UMCH's 

oversight of nine (9) GRPS afterschool program sites, serving an additional 270 students with quality 

programming. 

 

Senior Citizen Services – The Organization’s senior program provides a congregate meal, Monday through 

Friday, where seniors gather for food, fun and fellowship. It also delivers meals for homebound seniors.  

Outreach and assistance as well as transportation are provided for those seniors requiring extra assistance in 

order to remain independent and in their own home. Activities include speakers, games, exercise, medical 

assistance, field trips, special events, arts and crafts, computer lab and even a senior prom. 

 

Family Outreach – The Organization’s family outreach services include the Center for Family 

Development and Social Work and Police Partnership. The Center for Family Development was created to 

serve as a hub of resources for the community on family development and to work with area colleges and 

universities to compile and designate best practices on parenting and family involvement. Programs 

include: Healthy Marriages, Healthy Relationships, Effective Family Formations and The Parenting 

Institute. Social Work and Police Partnership (SWAPP) is a problem-solving collaboration between United 

Methodist Community House, Grand Rapids Police Department, Community Mental Health and Grand 

Valley State University. The program is focused on assisting prostituted women and girls in resolving crisis 

situations and promoting their ability to achieve self-sufficiency to meet their own basic needs. 

 

Fresh Market - The Fresh Market at UMCH is the newest initiative by United Methodist Community House 

designed to offer affordable access to healthy, locally sourced food in an equitable, non-charity setting, all 

while supporting Michigan growers.  Market prices follow a sliding scale, so it will always be affordable 

for everyone.  Founded in 1902, UMCH has a long history of taking a holistic approach to meet the 

evolving needs of our neighbors in the Southeast Community neighborhood.  The Fresh Market is a 

celebration of the diverse, vibrant community we inhabit. 

 

900 Division Project – The 900 Division Project is a facilities development plan to enhance services for our 

core program areas which includes early childhood development, engagement and education for youth, 

engagement and support for older adults, and an affordable Fresh Market.  To support our early childhood 

development and youth education efforts, the facility will include an expanded child development center 

with an addition of drop-in services as well as evening care.  To help expand our engagement and support 

for older adults, the facility will include several units of affordable housing for adults aged 60+, as well as a 

senior activity center projected to serve 500+ members per day.  Once the planned facility is fully 

operational, third-party projections show that the senior center, housing, and Fresh Market will generate 

enough revenue to support their own operations and offset any operational deficits for the child 

development center.  
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USE OF ESTIMATES – The preparation of 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 financial statements 

and the reported amounts of income and expenses during the reporting period. Actual results could differ from 

those estimates. Significant estimates include, but are not limited to, allowances for uncollectible accounts 

receivable, useful lives of depreciable assets, fair value of in-kind contributions and the allocation of certain 

costs among services. 

 

BASIS OF PRESENTATION – The financial statements of the Organization have been prepared on the accrual 

basis of accounting.  The Organization reports information regarding its financial position and activities 

according to two classes of net assets: net assets without donor restriction and net assets with donor restriction.  

  

Net assets without donor restriction – Net assets that are not subject to or are no longer subject to donor 

imposed stipulations.   

 

Net assets with donor restriction – Net assets whose use is limited by donor-imposed time and/or purpose 

restrictions.   

 

Revenues are reported as increases in net assets without donor restriction unless use of the related assets is 

limited by donor-imposed restrictions. Expenses are reported as decreases in net assets without donor 

restriction. Gains and losses on investments and other assets or liabilities are reported as increases or decreases 

in net assets without donor restrictions unless their use is restricted by explicit donor stipulation or by law. 

Expirations of donor restrictions on the net assets (i.e. the donor-stipulated purpose has been fulfilled and/or the 

stipulated time period has elapsed) are reported as reclassifications between applicable classes of net assets. The 

Organization has adopted a policy to classify donor restricted contributions as without donor restrictions to the 

extent that donor restrictions were met in the year the contribution was received.   

 

REVENUE RECOGNITION – Contributions are recognized as revenues in the period unconditional promises 

to give are received. Conditional promises to give are not recognized until they become unconditional, that is 

when the conditions on which they depend are substantially met. Contributions of assets other than cash are 

recorded at their estimated fair value at the time of the contribution. Contributions are considered to be available 

for general purposes unless restricted by the donor for specific purposes. 

 

Performance obligations are determined based on the nature of the goods or services provided by the 

Organization in accordance with the contract. Revenue for performance obligations satisfied over time is 

recognized ratably over the period based on time elapsed. The Organization believes this method provides a 

faithful depiction of the transfer of services over the term of the performance obligation based on the inputs 

needed to satisfy the obligation. Receipts received prior to events occurring or before revenues are earned are 

classified as deferred revenue in the accompanying statements of financial position. Revenue for performance 

obligations satisfied at a point in time is generally recognized when goods or services are provided to customers 

at a single point in time and the Organization does not believe it is required to provide additional goods or 

services related to that sale. The Organization determines the transaction price based on standard charges for 

goods and services provided. The Organization's revenue streams do not have significant financing components 

or contract costs. Revenues are recorded net of any sales taxes charged. 

 

CASH AND CASH EQUIVALENTS – Cash and cash equivalents consist of demand deposits in banks and 

cash on hand. The Organization considers all highly liquid investments purchased with original maturities of 

three months or less to be cash equivalents. The Organization maintains demand deposits in banks, and in the 

normal course of business, has balances at times throughout the year that may exceed federally insured limits. 

Management believes the Organization is not exposed to any significant interest rate or other financial risk on 

these deposits. 

 

CONTRIBUTIONS RECEIVABLE – Contribution and grant receivables are stated at the amount management 

expects to collect from balances outstanding at year-end. Based on their assessment of the credit history with 

contributors and grantor agencies with outstanding balances and current relationships with them, management 

has concluded that realization of losses on balances outstanding at year-end will be immaterial. 



 

See independent auditor’s report.  11 

PROGRAM SERVICE FEE RECEIVABLES – The Organization extends credit in the normal course of 

business to others receiving their services. Ongoing credit evaluations of customers’ financial condition are 

conducted and no collateral is required.  Accounts receivable are stated at the amount management expects to 

collect from outstanding balances.  Management provides for probable uncollectible amounts through a charge 

to earnings and a credit to a valuation allowance based on its assessment of the current status of individual 

accounts. Balances that are still outstanding after management has used reasonable collection efforts are written 

off through a charge to the valuation allowance and a credit to accounts receivable. Changes in the valuation 

allowance have not been material to the financial statements. 

 

PREPAID EXPENSES – Payments to vendors for services that will benefit periods beyond the Organization’s 

fiscal year end are recorded as prepaid expenses. 

 

INVESTMENTS – Investments are stated at fair value and consist of a mutual fund run by the United 

Methodist Foundation of Michigan. The mutual fund invests in marketable debt and equity securities.  Changes 

in the fair value of the investments have been recorded as unrestricted revenue in the statements of activities.  

 

PROPERTY, EQUIPMENT, DEPRECIATION AND AMORTIZATION – Property and equipment, including 

leasehold improvements are stated at cost or, in the case of donations, estimated fair value at the date of 

donation. Donations are reported as unrestricted support unless the donor has restricted the use of the donated 

asset to a specific purpose. Major improvements and renewals are capitalized while ordinary maintenance and 

repairs are expensed. Management annually reviews these assets to determine whether carrying values have 

been impaired. Depreciation and amortization is computed using the straight-line method over the estimated 

useful lives of the related assets, which range from 3 to 40 years. 

 

PROMISES TO GIVE, PUBLIC SUPPORT AND REVENUE – Contributions received are recorded as 

unrestricted or restricted support depending on the existence and / or nature of any donor imposed restrictions. 

Contributions are recognized as unrestricted when the donor makes a promise to give that is, in substance, 

unconditional.  Contributions that are restricted by the donor are reported as increases in unrestricted net assets 

if the restrictions expire in the year in which the contributions are received. All other donor-restricted 

contributions are reported as increases in temporarily restricted net assets depending on the nature of the 

restrictions. When a restriction has been satisfied or expires, temporarily restricted net assets are classified to 

unrestricted net assets. Unconditional promises to give are recognized as revenues in the period the promises are 

received. 

 

In-kind contributions are recorded at estimated fair value at the date of receipt.  Donated goods are reported as 

in-kind contributions revenue and are either capitalized or expensed at the time of donation depending on the 

nature of the donation. There were no in-kind contributions during the years ended December 31, 2022 and 

2021. 

 

Bequest income is recorded at the time the Organization is informed of the donation. 

 

PROGRAM SERVICE FEES – Revenue from program service fees and other revenues qualify as “exchange 

transactions” type revenue in accordance with FASB ASC 958, Not-for-Profit Entities. Accordingly, revenues 

are recognized on a per diem basis or as services are provided, as applicable. 

 

FUNCTIONAL ALLOCATION OF EXPENSES – The costs of providing the various services and other 

activities have been summarized on a functional basis in the statements of activities. Accordingly, certain costs 

have been allocated among the services and supporting activities benefited as detailed in the statement of 

functional expenses. Dedicated support expenses consist of clerical functions associated with several different 

services. 

 

INCOME TAX STATUS – United Methodist Community House qualifies as a tax-exempt organization under 

Section 501(c)(3) of the Internal Revenue Code and is exempt from similar state and local taxes. Accordingly, 

no provision has been made for income taxes in these financial statements.  The Organization files a federal 

information return which is subject to audit by the Internal Revenue Service for three years after the filing date. 
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CONTRIBUTIONS RECEIVABLE 

 

The Organization has received pledges from donors to contribute specified amounts over the next five years.  

The expected collection of the contribution receivables is as follows: 

 

  2022   2021  

 

 Pledges – due in less than one year $ 443,852 $ 37,839 

   

 Total contributions receivable  443,852  37,839 

 Less unamortized discount to net present     

  value at 3%  -  - 

 Less allowance for uncollectible pledges  -  - 

 

 $ 443,852 $ 37,839 

 

 Contributions receivable 

 Net current portion $ 443,852 $ 37,839 

 Net long-term portion  -  - 

 

   $ 443,852 $ 37,839 

 

FAIR VALUE 

 

The Organization utilizes fair value measurements to record fair value adjustments to its investment securities 

and to determine fair value disclosures.  These assets are recorded at fair value on a recurring basis. 

 

Under FASB ASC 820, the Organization groups its investments at fair value into three levels (termed the fair 

value hierarchy), based on the markets in which the investments are traded and the reliability of the 

assumptions used to determine fair value. These levels are: 

 

Level 1: Valuation is based upon quoted prices for identical instruments traded in active markets.  Level 1 

securities include those traded on an active exchange, such as the New York Stock Exchange, U.S. 

Treasury securities that are traded by dealers or brokers in active over-the-counter markets, and money 

market funds. All of the Organization’s investments are classified as Level 1. 

 

Level 2: Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for 

identical or similar instruments in markets that are not active, and model-based valuation techniques for 

which all significant assumptions are observable in the market. The Organization holds no securities 

classified as Level 2. 

 

Level 3: Valuation is generated from model-based techniques that use at least one significant assumption 

not observable in the market. These unobservable assumptions reflect estimates of assumptions that market 

participants would use in pricing the asset or liability. The Organization holds no securities classified as 

Level 3. 
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PROPERTY AND EQUIPMENT 

 

Property and equipment is summarized as follows at December 31: 

 

  2022   2021  

 

 Construction in progress $ 1,386,095 $ 695,747 

 Land  375,700  375,700 

 Buildings  2,266,385  2,141,480 

 Leasehold improvements  54,245  54,245 

 Equipment  3,450  3,450 

 Furniture  75,886  74,609 

 Computer equipment  71,140  68,772 

 Vehicles  513,111  464,981 

 

 Total property and equipment  4,746,012  3,878,984 

 Less: accumulated depreciation  

  and amortization  714,768  579,879 

 

 Property and equipment, net $ 4,031,244 $ 3,299,105 

 

Depreciation and amortization expense was $134,889 and $125,678 for the years ended December 31, 2022 and 

2021, respectively. 

 

DEBT 

 

The Organization maintains a $300,000 revolving line of credit (balance of $0 and $0 at December 31, 2022 and 

2021, respectively) with interest charged at 0.5% over the bank’s prime rate but not less than 5.25% (effective 

rate of 8.00% at December 31, 2022). This agreement expired in May 2023, but has been granted a short-term 

extension until the audit has been completed. Borrowings are collateralized by all investments, property and 

equipment and accounts receivable.  As a condition of credit, the Organization is required to maintain its 

primary deposit account with the lender.   

 

Long-term debt consists of the following at December 31: 

 

  2022   2021  

  

Mortgage payable to IFF, collateralized 

by certain real property, requires 

interest only payments at 6.25% per 

annum  through November of 2023. 

Principal and any accrued interest is due 

in November of 2023.  $ 1,671,617 $ 1,671,617 

 

 Total long-term debt  -  1,671,617 

 Less current portion  1,671,617  - 

 

 Long-term debt, net of current portion $ - $ 1,671,617 
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Schedule future minimum principal payments on long-term debt for the years succeeding December 31, 2021 

are summarized as follows: 

 

  Year   Amount  

  

   2023 $ 1,671,617 

 

   Total $ 1,671,617 

NET ASSETS 

 

The components of net assets are as follows at December 31: 

 

  2022   2021  

  

 Net assets without donor restriction $ 2,647,660 $ 2,090,907 

 

 Net assets with donor restriction: 

  Subject to the passage of time  492,271  44,333 

  900 Division Project  -  - 

  Fresh Market  -  - 

  Summer camp scholarships  15,000  15,000 

 

 Total net assets $ 3,154,931 $ 2,150,240 

 

RETIREMENT PLAN 

 

The Organization sponsors a defined contribution retirement plan under Internal Revenue Code Section 403(b). 

The plan covers those employees that have reached 21 years of age and completed one year of service, defined 

as 1,000 hours in a calendar year. Employee contributions to the plan are based on a percentage of salary and 

wages of qualified individuals. The Organization made discretionary contributions in the amount of $5,739 and 

$6,164 for the years ended December 31, 2022 and 2021, respectively. 

 

SUPPLEMENTAL CASH FLOWS INFORMATION 

 

The Organization paid $117,255 ($102,190 of interest is included in construction in progress) and $114,679 

($100,699 of interest is included in construction in progress) in interest and other fiscal charges during the years 

ended December 31, 2022 and 2021, respectively. 

 

LIQUIDITY 

 

The following reflects the Organization’s financial assets as of the statement of financial position date, reduced 

by amounts not available for general use because of contractual or donor-imposed restrictions within one year 

of the statement of financial position date.  Donor-restricted amounts that are available for use within one year 

for general purposes include the payment from promises to give. 

 

Financial assets at December 31: 

 

 2022  2021 

    

Cash and cash equivalents $     381,902  $     564,532 

Receivables 515,615  106,022 

    

Financial assets available to meet cash needs for general 

expenditure within one year 

 

$     897,517  

 

$     670,554 
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PAYCHECK PROTECTION PROGRAM LOAN 

During January 2021, the Organization received a second Paycheck Protection Program loan from Mercantile 

Bank for $333,733.  During 2021, the Organization applied for and received approval from Mercantile Bank 

and the U.S. Small Business Administration to have this loan forgiven. 

COMMITMENTS AND CONTINGENCIES 

The Organization is currently developing plans for the 900 Division Street property with initial projected costs 

of $2,070,638 of which the initial phase is expected to be completed in 2024.  The remaining commitment at 

December 31, 2022 is $1,362,075. 

The Organization has been served with a lawsuit for allegedly breaching a development agreement, and the 

plaintiff is seeking damages in excess of $3 million.  The Organization is vigorously defending the case and has 

asserted counterclaims against the plaintiff.  Discovery is ongoing.  It is the opinion of management that the 

requested damages far exceed the losses, and the Organization will defend the claim.  No provision has been 

accrued in the financial statements as an amount for potential liability as the outcome of this matter is uncertain.  

SUBSEQUENT EVENTS 

Subsequent events were evaluated through November 1, 2023, which is the date the financial statements were 

available to be issued. 
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