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INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of
Baptist Children's Homes of North Carolina, Inc.
Thomasville, North Carolina

Opinion

We have audited the accompanying consolidated financial statements of Baptist Children's Homes of North
Carolina, Inc. ("BCH" - a nonprofit organization), which comprises the consolidated statement of financial position
as of September 30, 2023, and the related consolidated statements of activities, functional expenses, and cash flows
for the year then ended, and the related notes to financial statements.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of Baptist Children's Homes of North Carolina, Inc. as of September 30, 2023, and the changes in
its net assets and its cash flows for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Basis of Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Our responsibilities under those standards are further described in the
Auditor's Responsibilities for the audit of the Financial Statements section of our report. We are required to be
independent of Baptist Children's Homes of North Carolina, Inc. and to meet our other ethical responsibilities in
accordance with the relevant ethical requirements relating to our audit. 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 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 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 Baptist Children's Homes of North
Carolina, Inc.'s ability to continue as a going concern within one year after the date that the consolidated 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 consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors' report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards and Government
Auditing Standards will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Misstatements, 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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Baptist Children's Homes of North Carolina, Inc.
Thomasville, North Carolina

In performing an audit in accordance with generally accepted auditing standards, we:

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

e Identify and assess the risks of material misstatement of the 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.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purposes of expressing an opinion on the effectiveness of
Baptist Children's Homes of North Carolina, Inc.'s internal control. Accordingly, no such opinion is
expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Baptist Children's Homes of North Carolina, 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.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards and
the State Single Audit Implementation Act, is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the consolidated financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the schedule of expenditures of state awards is fairly stated, in all material
respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated January 5, 2024, on our
consideration of Baptist Children's Homes of North Carolina, Inc.’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, and 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
BCH’s 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
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Baptist Children's Homes of North Carolina, Inc.
Thomasville, North Carolina

considering BCH’s internal control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited BCH’s 2022 financial statements, and we expressed an unmodified audit opinion on
those audited financial statements in our report dated December 22, 2022. In our opinion, the summarized
comparative information presented herein as of and for the year ended September 30, 2022, is consistent, in all
material respects, with tht;gjited financial statements from which it has been derived.

Foad & Congllon,

January 5, 2024

Foard and Company, P.A. | Certified Public Accountants Page 3
1347 Harding Place | Charlotte, NC 28204-2911
704.372.1515 | www.foard.cpa



BAPTIST CHILDREN'S HOMES OF NORTH CAROLINA, INC.

Consolidated Statement of Financial Position
September 30, 2023, With Prior Year Comparative Totals

2023 2022
ASSETS
Cash and cash equivalents 12,848,133 16,608,324
Accounts receivable, net 1,348,726 1,211,156
Sales tax refunds receivable 234,553 69,117
Unconditional promises to give, net 61,127 256,240
Investments:
Pooled assets 33,489,002 29,431,724
Non-pooled assets 4,550,122 4,020,293
Real estate held for investment 210,200 270,120
Student loans receivable, net 340,129 316,058
Prepaid expenses 557,596 352,839
Inventory 6,147 -
Cash surrender value of life insurance 82,340 79,286
Property and equipment, net 22,716,636 18,136,874
Operating lease right of use assets 1,410,332 1,196,638
TOTAL ASSETS 77,855,043 71,948,669
LIABILITIES AND NET ASSETS
Liabilities:
Accounts payable and accrued expenses 1,516,048 1,241,409
Deferred revenue 1,793 -
Annuities payable 521,071 570,725
Notes payable 422,532 422,532
Operating lease liability 1,410,332 1,196,638
Total Liabilities 3,871,776 3,431,304
Net Assets:
Without Donor Restrictions:
Designated 28,727,424 25,847,619
Undesignated 25,723,168 20,378,803
Total Net Assets Without Donor Restrictions 54,450,592 46,226,422
With donor restrictions 19,532,675 22,290,943
Total Net Assets 73,983,267 68,517,365
TOTAL LIABILITIES AND NET ASSETS 77,855,043 71,948,669

See accompanying notes to financial statements.
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BAPTIST CHILDREN'S HOMES OF NORTH CAROLINA, INC.

Consolidated Statement of Activities

Year Ended September 30, 2023, With Prior Year Comparative Totals

Without Donor With Donor Totals
Restrictions Restrictions 2023 2022
SUPPORT AND REVENUE
Cooperative program offering $ 1,595320 $ 1,012417 $ 2,607,737 $§ 2,853,055
Contributions:
Church offerings 4,949,041 - 4,949,041 4,395,677
Estate gifts and bequests:
Cash and promises 1,927,586 39,414 1,967,000 947,136
In-kind - - - 37,600
Other gifts:
Cash and promises 11,377,168 756,316 12,133,484 14,944,440
In-kind 934,541 24,224 958,765 1,433,050
Inherent contribution from LH 988,519 - 988,519 -
Program service fees 11,226,411 - 11,226,411 9,766,314
Weekday education 712,591 - 712,591 672,893
Miscellaneous 85,050 - 85,050 491,675
Rent income 397,999 - 397,999 415,283
Gain on disposal of equipment (52,414) 67,689 15,275 30,700
Investment income 3,896,680 884,849 4,781,529 (7,656,634)
Net assets released from restrictions:
Satisfaction of time restrictions 110,531 (110,531) - -
Restrictions satisfied by payments 5,432,646 (5,432,646) - -
TOTAL SUPPORT AND REVENUE 43,581,669 (2,758,268) 40,823,401 28,331,189
EXPENSES
Program Services:
Weekday education 1,403,108 - 1,403,108 1,190,897
Family services 10,781,309 - 10,781,309 9,706,331
Enrichment activities 572,964 - 572,964 493,075
Group homes 1,293,814 - 1,293,814 1,145,887
Adoption services 3,596,418 - 3,596,418 2,801,445
Foster care 4,613,130 - 4,613,130 3,598,293
Wilderness camps 2,752,738 - 2,752,738 2,629,301
Developmentally Disabled Ministries 3,340,664 - 3,340,664 2,987,098
Special Ministries 1,338,899 - 1,338,899 1,002,992
N.C. Baptist Aging Ministry 1,118,868 - 1,118,868 989,662
Emergency Care 794,738 - 794,738 761,452
Scholarships and grants awarded 65,658 - 65,658 276,431
Total Program Services 31,672,308 - 31,672,308 27,582,864
Management and general 1,485,951 - 1,485,951 1,448,118
Fundraising 2,199,240 - 2,199,240 1,903,622
TOTAL EXPENSES 35,357,499 - 35,357,499 30,934,604
CHANGE IN NET ASSETS 8,224,170 (2,758,268) 5,465,902 (2,603,415)
NET ASSETS, BEGINNING 46,226,422 22,290,943 68,517,365 71,120,780
NET ASSETS, ENDING $ 54,450,592 § 19,532,675 § 73,983,267 § 68,517,365

See accompanying notes to financial statements.
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BAPTIST CHILDREN'S HOMES OF NORTH CAROLINA, INC.
Consolidated Statement of Functional Expenses
Year Ended September 30, 2023, With Prior Year Comparative Totals

Program Services

Weekday Family Enrichment Group Adoption Foster Emergency Wilderness
Education Services Activities Homes Services Care Care Camps

PERSONNEL
Salaries and wages $ 803,452 $§ 4,414,098 $ 45952 $ 710,960 $ 1,490,955 $ 1930453 § 399,181 § 1,184,091
Benefits and taxes 275,986 1,843,859 22,044 312,514 390,373 764,104 167,827 676,570

Total Personnel 1,079,438 6,257,957 67,996 1,023,474 1,881,328 2,694,557 567,008 1,860,661
OTHER EXPENSES
Supplies 17,105 266,297 9,930 16,014 56,088 51,560 21,737 38,261
Food 58,588 613,938 57 35,805 20,073 19,909 40,091 83,060
Clothing - 44,127 - 8,609 146 445 10,842 6,209
Child care 1,530 192,536 4,878 14,190 196,444 1,272,904 30,791 12,954
Utilities and insurance 38,439 592,431 227,035 34,016 42,727 48,218 57,748 141,846
Telephone 5,464 84,493 6,066 7,063 22,273 34,699 5,646 16,883
Membership & training 3,041 112,190 76 1,469 46,488 25,914 32 22,468
Travel and auto 4,555 329,151 - 24,220 163,696 142,177 56 70,644
Postage & printing 46 11,269 - 138 14,519 2,707 38 2,703
Legal and accounting 2,619 20,412 - - 4,881 3,655 - 4,048
Information technology 11,152 126,637 7,447 9,471 22,146 16,887 4,256 43,090
Scholarships & grants - - - - 536,804 - - -
Depreciation 57,958 509,462 81,884 26,715 78,642 119,621 - 166,537
Repairs & maintenance 74,225 1,303,809 165,018 61,241 26,225 120,486 36,340 211,636
Other 48,948 316,600 2,577 31,389 483,938 59,391 20,153 71,738
TOTAL EXPENSES $ 1,403,108 $ 10,781,309 $ 572,964 $ 1,293,814 § 3,596,418 $ 4,613,130 § 794,738 § 2,752,738

See accompanying notes to financial statements.
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Program Services

Developmentally NC Baptist

Special Disabled Aging Scholarships Management Totals

Ministries Ministry Ministry Awarded Total and General Fundraising 2023 2022
$§ 479252 $ 1,861,430 $ 601,355 $ - $ 13,921,179 $ 829,467 $§ 906,620 $ 15,657,266 $ 14,064,263
134,135 613,936 112,868 - 5,314,216 30,687 263,498 5,608,401 4,369,308
613,387 2,475,366 714,223 - 19,235,395 860,154 1,170,118 21,265,667 18,433,571
344,437 34,279 21,643 - 877,351 15,322 25,480 918,153 789,330
85,976 80,564 12,345 - 1,050,406 6,019 8,436 1,064,361 923,315
- 209 - - 70,587 - - 70,587 81,647
1,211 86,599 - - 1,814,037 20,787 - 1,834,824 1,474,146
50,944 110,977 6,017 - 1,350,398 98,265 13,522 1,462,185 1,321,135
8,020 34,978 12,421 - 238,006 19,796 13,886 271,688 236,993
4,968 15,121 9,914 - 241,681 13,917 16,971 272,569 287,978
23,357 109,794 60,278 - 927,928 25,269 112,485 1,065,682 946,095
5,075 2,318 29,924 - 68,737 8,504 604,717 681,958 570,722
- 6,397 1,631 - 43,643 128,116 1,203 172,962 56,045
20,229 52,766 12,349 - 326,430 106,727 41,771 474,928 476,823
9,420 - - 65,658 611,882 - - 611,882 635,786
71,090 148,377 31,949 - 1,292,235 85,567 48,763 1,426,565 1,277,793
61,553 96,784 93,715 - 2,251,032 22,183 7,740 2,280,955 2,364,099
39,232 86,135 112,459 - 1,272,560 75,325 134,148 1,482,033 1,059,126

$ 1338899 8 3,340,664 $ 1,118,868 $ 65,658 $ 31,672,308 3 1485951 § 2,199,240 $§ 35357499 $ 30,934,604
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BAPTIST CHILDREN'S HOMES OF NORTH CAROLINA, INC.

Consolidated Statement of Cash Flows

Year Ended September 30, 2023, With Prior Year Comparative Totals

OPERATING ACTIVITIES 2023 2022
Change in net assets 5,465,902 (2,603,415)
Adjustments to reconcile change in net assets
to cash flows from operating activities:
Depreciation expense 1,426,565 1,277,793
Gain on disposal of equipment (15,275) (30,700)
Contributions restricted for long-term purposes (687,420) (2,724,447)
Contributions of real estate held for investment - (37,600)
Realized and unrealized (gains) losses on investments (3,429,629) 8,636,052
Change in value of annuities payable (49,654) (108,520)
(Increase) decrease in operating assets:
Accounts receivable (137,570) (66,283)
Sales tax refunds receivable (165,436) (20,949)
Unconditional promises to give 195,113 523,254
Prepaid expenses (204,757) (142,876)
Inventory (6,147) -
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses 274,639 76,314
Deferred revenue 1,793 -
Cash Flows From Operating Activities 2,668,124 4,778,623
INVESTING ACTIVITIES
Proceeds from sale of investments 2,580,754 2,357,773
Acquisition of investments (3,678,312) (2,452,541)
Issuance of student loans, net of repayments (24,071) 51,864
Proceeds from disposal of property and equipment 97,915 8,500
Acquisitions of property and equipment (6,088,967) (4,325,128)
Decrease in cash surrender value of life insurance (3,054) (3,648)
Cash Flows From Investing Activities (7,115,735) (4,363,180)
FINANCING ACTIVITIES
Contributions restricted for long-term purposes 687,420 2,724,447
Cash Flows From Financing Activities 687,420 2,724,447
CHANGE IN CASH AND CASH EQUIVALENTS (3,760,191) 3,139,890
CASH AND CASH EQUIVALENTS, BEGINNING 16,608,324 13,468,434
CASH AND CASH EQUIVALENTS, ENDING $ 12,848,133 $§ 16,608,324
See accompanying notes to financial statements. Page 8
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BAPTIST CHILDREN’S HOMES OF NORTH CAROLINA, INC.

Notes to Consolidated Financial Statements

September 30, 2023

NOTE 1 - ORGANIZATION AND PURPOSE

Nature of activities

Baptist Children’s Homes of North Carolina, Inc. (BCH), which has locations throughout North
Carolina, provides programs of intentionalized services to children and families experiencing family
breakdown or who need to strengthen relationships. BCH is supported primarily through donor
contributions, grants, and special service fees, all primarily originating in North Carolina. Additionally,
BCH maintains funds to grant scholarships and provide educational loans to children in care and
children of employees based on the criteria established by each individual donor.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

The financial statements have been prepared on the accrual basis of accounting in accordance with
accounting principles generally accepted in the United States of America (GAAP). Under GAAP,
BCH is required to report information regarding its net assets according to the following
classifications:

Net assets without donor restrictions — These amounts are not subject to any donor-imposed
stipulations and include resources invested in property. Net assets without donor restrictions
can be designated by BHC’s Board of Trustees. However, these funds have not been restricted
by donors.

Net assets with donor restrictions — These amounts are subject to donor-imposed stipulations.
These restrictions may be temporary in nature, with the restriction being met either by actions
of BCH or the passage of time, or perpetual, such that the net assets will be held in perpetuity
by BCH.

Contributions and program revenue

BCH reports gifts of cash and other assets as restricted support if they are received with donor
stipulations that limit the use of the donated assets. When a donor restriction expires (that is, when a
stipulated time restriction ends or the purpose of the restriction is accomplished), net assets with donor
restrictions are reclassified to net assets without donor restrictions and reported in the statement of
activities as net assets released from restrictions. Program service fees and Weekday education tuition
are recognized as a receivable and revenue when the services have been performed.

Principles of consolidation

These financial statements reflect the consolidated operations of Baptist Children’s Homes of North
Carolina, Inc. as stated above and its subsidiary, BCH Asheboro Home Inc. BCH Asheboro Home Inc.
is a North Carolina corporation whose sole owner is BCH. BCH Asheboro Home Inc. was organized to
enable BCH to receive financing from the U.S Department of Housing and Urban Development. All
significant intercompany balances and transactions have been eliminated.
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BAPTIST CHILDREN’S HOMES OF NORTH CAROLINA, INC.

Notes to Consolidated Financial Statements

September 30, 2023

Cash and cash equivalents
Cash and cash equivalents include all financial institution checking accounts, money market funds, and
certificates of deposit with original maturities of three months or less.

Accounts and notes receivable

Accounts and notes receivable consist of uncollateralized obligations from governmental agencies and
parents of children in care. These receivables are stated at the amount invoiced. The carrying amount
of accounts receivable is reduced by accounts considered uncollectible. Management individually
reviews all accounts receivable aged in excess of 30 days from the invoice date and, based on an
assessment of the borrower’s current creditworthiness, estimates the portion, if any, of the balance that
will not be collected. Interest charges are not assessed on past due accounts. Accounts and notes
receivable at year-end are net of an allowance for uncollectible amounts of $50,000.

Unconditional promises to give

BCH recognizes unconditional promises to give as support in the period the promise is received.
Conditional promises to give are recognized when the conditions on which they depend are
substantially met. BCH uses the allowance method to determine uncollectible unconditional
contributions receivable. The allowance is based on prior years’ experience and management’s
analysis of specific promises made. Long-term promises to give are presented without a discounted to
present value as this amount would be immaterial to these financial statements.

Student loans receivable

Student loans receivable consist of uncollateralized notes from individuals formerly in care or the
parents of these individuals (affiliated) and from staff members or their dependents (unaffiliated) for
the purpose of financing the costs of post-secondary education. These notes have varying repayment
schedules with interest rates not exceeding 6.0%. Repayment of principal and interest begins one
month after the student graduates from or otherwise leaves school. BCH uses the allowance method to
determine uncollectible student loans and records an allowance for uncollectible accounts. This
allowance is based on prior years’ experience and management’s analysis of individual loan accounts.
Student loans receivable at year-end are net of an allowance for uncollectible accounts of $3,227.

Investments

BCH carries investments in marketable equity securities with readily determinable fair values and all
investments in debt securities at their fair values in the statement of financial position. Unrealized
gains and losses are included in the change in net assets in the accompanying statement of activities.

BCH maintains master investment accounts for their scholarship and loan, endowment, and plant
funds. Realized and unrealized gains and losses from securities in the master investment account are
allocated monthly to the individual account as allowed by donor restrictions based on the relationship
of the fair value of each account to the total fair value of the master investment accounts, as adjusted or
additions to or deductions from those accounts.
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BAPTIST CHILDREN’S HOMES OF NORTH CAROLINA, INC.

Notes to Consolidated Financial Statements

September 30, 2023

Property and equipment

Purchased fixed assets are carried at cost, and donated fixed assets are recorded at their fair market
value at the date of the gift, both subject to a $5,000 capitalization policy. Donations of property and
equipment are reported as without donor restricted support unless the donor has restricted the donated
asset to a specific purpose. During the year, BCH recorded $22,724 of donated fixed assets.

Depreciation is provided using the straight-line method over the estimated useful lives. Maintenance,
repair costs, and minor replacements are charged to expense as incurred. When assets are retired or
otherwise disposed of, the costs and accumulated depreciation are removed from the accounts and any
gain or loss is reflected in current operations.

Donated services and goods

Donated services are reported as contributions when the services (a) create or enhance nonfinancial
assets or (b) would be purchased if they had not been provided by contribution, require specialized
skills, and are provided by individuals possessing those skills. Donated goods, if significant, are
included in support at fair value. During the year, BCH recorded $958,765 donated goods and no
donated services. Donated goods consisted of land, clothing, gift cards, supplies and food. The land is
valued at the property tax value at the date of donation. All other items are valued at the fair market
value of the goods donated. The land, clothing, gift cards, supplies and food items are used for BCH’s
program or supporting service activities.

BCH receives a substantial amount of donated services from unpaid volunteers in carrying out its
program activities. No amounts have been reflected in the financial statements for these services since
they generally do not meet the criteria for recognition described above.

Functional allocation of expenses

BCH’s activities are focused in three functional areas. Program services represent the primary focus of
BCH’s activities. Supporting services are fundraising activities and management and general activities.
Personnel expenses are allocated based on management’s estimate of time spent on the three functions.
Occupancy expenses are allocated based on management’s estimate of square footage used by each
function. All other expenses are allocated based on an analysis of the various expenses that comprise
those costs.

Use of estimates

The preparation of financial statements in conformity with GAAP 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
support, revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Income taxes

BCH is exempt from federal and state income taxes under Section 501(c)(3) of the Internal Revenue
Code and is classified as a public charitable organization under Section 509(a)(1) of the Internal
Revenue Code.
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BAPTIST CHILDREN’S HOMES OF NORTH CAROLINA, INC.

Notes to Consolidated Financial Statements

September 30, 2023

Use of estimates

The preparation of financial statements in conformity with GAAP 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
support, revenues and expenses during the reporting period. Actual results could differ from those
estimates.

Recent accounting pronouncement

BCH adopted Accounting Standards Update 2016-02, Leases (Topic 842), which requires lessees to
recognize lease assets and lease liabilities on the statement of financial position for all leases with
terms longer than 12 months and disclose key information about leasing arrangements. BCH elected
not to reassess at adoption (i) expired or existing contracts to determine whether they are or contain a
lease, (i1) the lease classification of any existing leases, or (iii) initial direct costs for existing leases.

Leases

BCH determines if an arrangement is or contains a lease at inception. Leases are included in right of
use (“ROU”) assets and lease liabilities in the statement of financial position. The operating ROU
assets represent BCH’s right to use underlying assets for the lease term, and the operating lease
liability represents BCH’s obligation to make lease payments arising from these leases. ROU assets
and lease liabilities reflect the present value of the future minimum lease payments over the lease term.
BCH has made an accounting policy election to use a risk-free rate of interest in lieu of its incremental
borrowing rate to discount future lease payments. The discount rate represents the weighted average
risk-free discount rate using a period comparable with that of the individual lease term. Operating lease
expense is recognized on a straight-line basis over the lease term. BCH does not report ROU assets
and lease liabilities for its leases with a term of 12 months or less; rather, they are reported as a lease
expense on a straight-line basis over the lease term.

Prior-Year Comparative Totals

The financial statements include certain prior-year summarized information in total but not by net asset
class or functional expense category. Such information does not include sufficient detail to constitute a
presentation in conformity with US GAAP. Accordingly, such information should be read in
conjunction with BCH’s 2022 financial statements, from which the summarized information was
derived.  Certain prior year amounts have been reclassified to conform to the current year’s
presentation.

NOTE 3 - UNCONDITIONAL PROMISES TO GIVE

Unconditional promises to give are receivable as follows:

Year ending September 30:

2024 $ 75,582
Less: Allowance for uncollectible contributions receivable 14,455
$ 61,127
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BAPTIST CHILDREN’S HOMES OF NORTH CAROLINA, INC.

Notes to Consolidated Financial Statements

September 30, 2023

NOTE 4 - PROPERTY AND EQUIPMENT

The principal categories and estimated useful lives of property and equipment at year-end are as
follows:

Estimated
Useful Lives

Land - $ 3,644,154
Buildings and improvements 10-20 years 33,181,767
Furniture, equipment and vehicles 5-15 years 6,380,959
Land improvements 5 years 2,207,135
Construction in progress - 3,426,752
48,840,767

Less - accumulated depreciation 26,124,129
$ 22,716,638

BCH owns certain real estate with reversionary restrictions. Should these properties cease to be used
for the original residential use intended, the ownership of these properties will revert back to the
original donor or their designee. These properties have a carrying balance of $586,590 as of year-end
and are included in buildings and improvements shown above.

NOTE 5 - INVESTMENTS

Investments as of year-end consist of the following:

Pooled investments:

Mutual/Exchange Traded Funds $ 33,489,001
Non-pooled investments:

Mutual/Exchange Traded Funds $ 4,214,288

Other investments 335,833

$ 4,550,121

Real estate held for investment purposes $ 210,200

Real estate held for investment purposes consists primarily of donated land and is reported at the
appraised value at the time of donation.
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Notes to Consolidated Financial Statements

September 30, 2023

NOTE 6 - FAIR VALUE MEASUREMENTS

GAAP requires fair value of financial instruments to be determined based on the exchange price that
would be received for an asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants. It
establishes a three-level valuation hierarchy based upon observable and unobservable inputs, as
follows:

Level I - Fair value is based on quoted prices in active markets for identical assets or liabilities.

Level 2 — Fair value is based on observable inputs other than Level 1 prices, such as quoted prices for
similar assets or liabilities, quoted prices in markets that are not active, or other inputs that are
observable or can be corroborated by observable market data for substantially the full term of the
assets or liabilities.

Level 3 — Fair value is based on unobservable inputs that are supported by little or no market activity
and that are significant to the fair value of the assets or liabilities.

BCH has segregated its investments into the most appropriate level within the fair value hierarchy
defined by GAAP at year-end as follows:

Total Level 1 Level 2 Level 3

Pooled investments:
Mutual/Exchange Traded Funds $§ 33,489,001 $ 33,489,001 $ - $ -

Non-pooled investments:
Mutual/Exchange Traded Funds § 4,214,288 $§ 2,884,612 $ 1,329,676 $ -

Other investments 335,833  $ 335,833 - -
$ 4,550,121 3,220,445 $ 1,329,676 $ -
Real estate held for investment $ 210,200 $ - $ - $ 210,200

BCH’s level 2 mutual funds relate to funds held by Provision Financial Resources of NC Baptist, Inc.
Values of these investments are determined by Provision based on the market value of the underlying
assets, which generally consist of publicly-traded securities. The value of the level 3 other investments
are determined by management based on its estimates and third-party appraisals. The value of real
estate held for investment purposes consists primarily of donated land and is reported at the appraised
value at the time of donation.
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Notes to Consolidated Financial Statements

September 30, 2023

The following table sets forth a summary of changes in the fair value of BCH’s level 3 assets for the
year.

Balance, beginning of year $ 294,421
Contributions of real estate held for investment -
Sales of real estate held for investments (84,221)
Balance, end of year $ 210,200

NOTE 7 - CHARITABLE REMAINDER UNITRUSTS

BCH has been named the beneficiary and trustee of certain charitable remainder unitrusts. Under the
terms of the trust agreements, funds have been placed in irrevocable trusts with the donors receiving
specified annual payments for the remainder of their lives or over a specified period of time. Any
remaining trust assets will be distributed to BCH at the conclusion of the trust commitments. The fair
value of investments in charitable remainder unitrusts is included in BCH’s investments and is
captioned “Annuity and life income fund”. The present value of the estimated liability for amounts
payable to donors is included as annuities payable.

NOTE 8 - FUNDS HELD IN TRUST BY OTHERS

BCH is the beneficiary of income from trust funds held and administered by outside fiscal agents with
variance power over the distribution of the assets. Accordingly, no amounts are reflected in the
accompanying financial statements related to the value of these accounts. Income is recorded as BCH
receives payments due to the uncertainty of the timing and amounts that will be received. Income of
$481,997 earned on these funds is included in other contributions for the year.

NOTE 9 - UNDISTRIBUTED WILLS AND BEQUESTS

As of year-end BCH, is named as the beneficiary in the wills of certain decedents, the estates of which
are in various degrees of settlement. It is not practical to estimate the net realizable value of the
settlements or the periods in which such settlements will occur.

NOTE 10 - ENDOWMENT

BCH has adopted investment and spending policies for endowment assets that attempt to provide a
predictable stream of funding to programs supported by its endowment funds while also maintaining
the purchasing power of those endowment assets over the long-term. Accordingly, the investment
process seeks to achieve an after-cost total real rate of return, including investment income as well as
capital appreciation, which exceeds the annual distribution with acceptable levels of risk.
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Notes to Consolidated Financial Statements

September 30, 2023

Endowment assets are invested in a well-diversified asset mix, which includes equity and debt
securities, that is intended to result in a consistent inflation-protected rate of return that has sufficient
liquidity to make annual distributions while growing the funds. Actual returns in any given year will
vary. The Board of Trustees allows endowment investment earnings to be used to fund operations as
needed.

NOTE 11 - NOTES PAYABLE

During its fiscal year 2008, BCH secured a U.S. Department of Housing and Urban Development
(“HUD”) mortgage for the acquisition of a facility located in Asheboro, North Carolina. Total
advances received on the mortgage were $422,532. Per the agreement with HUD, the non-amortizing
balance will remain a liability for BCH for a period of 50 years with no requirement for repayment
provided BCH maintains the property within the stipulations of its agreement with HUD. This activity
is subject to annual monitoring of compliance by HUD. During the year, BCH recorded donated
interest related to this mortgage payable of $21,127.

NOTE 12 - RETIREMENT PLAN

BCH maintains a non-contributory defined contribution pension plan for all employees funded by
payments to Guidestone Financial Services, which accumulates such proceeds and investment earnings
to purchase annuities as required for providing retirement benefits. BCH contributes 5 percent of each
eligible employee’s compensation and matches 100 percent of employee contributions up to five
percent. These contributions are 100 percent vested after five years. Contributions to the pension plan
totaled $1,240,542 for the year.

NOTE 13 - OPERATING LEASES

BCH leased office space and equipment from an unrelated party during the year under long-term non-
cancelable operating lease arrangements. The leases contains no significant restrictions. In addition,
BCH did not identify any contracts entered during the year meeting the criteria, nor did it have any
finance leases during the year. At year-end, the operating lease ROU asset balance and lease liability
balance was $1,410,332.

As of September 30, 2023:

Weighted-average discount rate:
Operating leases 2.00%

Weighted-average remaining lease term
Operating leases 12.50
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September 30, 2023

Future minimum lease payments required under the operating lease are as follows:

Year ended September 30:
2024 $ 260,925
2025 263,985
2026 251,647
2027 218,886
2028 and thereafter 502,665
Total lease payment 1,498,108
Less: present value discount (87,776)
Present value of liability $ 1,410,332

NOTE 14 - NET ASSETS

Net assets without donor restrictions as of year-end consist of the following:

Designated by the Board of Trustees for:

Purchase and maintenance of property and equipment $ 2,043,717
Granting of scholarships and educational loans 1,369,199
Endowment 25,314,508

$ 28,727,424

The Board of Trustees reserves the right to utilize Board-designated funds for purposes other than
those designated above.

Net assets with donor restrictions at year-end consist of the following:

Restricted by time or purpose:

Promises to give in future years $ 1,427
Granting of scholarships and educational loans 3,404,377
Purchase and maintenance of property and equipment 5,442,177
Payment of annuities payable 718,041
9,566,022

To be held in perpetuity - See below 9,966,653
$ 19,532,675

Net assets with donor restrictions that they be held in perpetuity at year-end consist of endowment fund
investments to be held in perpetuity, the income from which is expendable to support the programs of
intentionalized services to children and families.
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Notes to Consolidated Financial Statements

September 30, 2023

NOTE 15 - CONCENTRATION OF RISK

Cash

Cash and certificates of deposit held in bank accounts are insured up to $250,000 by the Federal
Deposit Insurance Corporation (FDIC). The total cash and certificates of deposit held by BCH at year-
end includes $12,276,922 in excess of insured limits covered by the FDIC. Management diversifies
funds within other qualified financial institutions to minimize the FDIC insurance limitations.

Investments

Investments held in certain financial institutions are insured up to $500,000 by the Securities Investor
Protection Corporation (SPIC); however, this insurance does not cover the loss of value of the
underlying assets. As disclosed in Note 6 above, BCH maintains a variety of investments which are
subject to fluctuations in market values and expose the BCH to a certain degree of investment risk.

Support and revenue

During the year, BCH received approximately 21 percent of its total support and revenue either
directly from or indirectly through the Baptist State Convention of North Carolina, Inc. This
concentration of support and revenue represents a significant risk that operations could be impacted
should this funding source reduce or discontinue its funding.

NOTE 16 - CONTINGENT LIABILITIES

BCH self insures for employee health care costs up to a maximum of $100,000 per year for each of the
approximately 300 eligible employees. Any cost in excess of the self-insured amount is covered by
health care insurance provided by a third-party insurer. During the year, BCH incurred $3,169,589 of
health care costs related to self-insurance and the third-party insurance policy. This amount is
consistent with prior years based on the number of eligible employees. However, the future cost could
be significantly higher depending on actual employee health care claims.

Financial awards from governmental entities in the form of grants and loans are subject to special
audits by the funding agencies. Such audits could result in claims against BCH for disallowed costs or
noncompliance with grantor restrictions.

No provision has been made for any liabilities that may arise from the above contingent liabilities since
the future amounts, if any, cannot be determined at this date.

NOTE 17 - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

BCH has $50,931,388 of financial assets available within one year of the balance sheet date to meet
cash needs for general expenditure consisting of cash of $12,538,599, investments of $38,331,662, and
receivables of $61,127, which are expected to be collected during the year. Of this total, $19,532,675
of the financial assets are subject to donor or other contractual restrictions that make them unavailable
for general expenditure within one year of the balance sheet date.
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Notes to Consolidated Financial Statements
September 30, 2023

NOTE 18 - SUBSEQUENT EVENTS

BCH has evaluated subsequent events from the date of the statement of financial position through the
date of the independent auditors’ report, which is the date the financial statements were available to be
issued. During this period, no material recognizable subsequent events were identified.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Trustees of
Baptist Children’s Homes of North Carolina, Inc.
Thomasville, North Carolina

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Baptist Children’s
Homes of North Carolina, Inc. (BCH), which comprise the statement of financial position as of
September 30, 2023, and the related statements of activities and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated January 5,
2024.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered BCH’s internal control
over financial reporting (internal control) as a basis for designing audit procedures that are appropriate
in the circumstances for the purpose of expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of BCH’s internal control. Accordingly, we
do not express an opinion on the effectiveness of BCH’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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To the Board of Directors of
Baptist Children’s Homes of North Carolina, Inc.
Thomasville, North Carolina

Report on Compliance and Other Matters

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

Purpose of this Report

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

Foadd & (onpllan, A

January 5, 2024
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY
THE UNIFORM GUIDANCE AND THE STATE SINGLE AUDIT IMPLEMENTATION ACT

To the Board of Directors of
Baptist Children’s Homes of North Carolina, Inc.
Thomasville, North Carolina

Report on Compliance for Each Major State Program

Opinion on Each Major State Program

We have audited Baptist Children’s Homes of North Carolina, Inc.’s (BCH) compliance with the types
of compliance requirements identified as subject to audit in the OMB Compliance Supplement and the
Audit Manual for Governmental Auditors in North Carolina, issued by the Local Government
Commission, that could have a direct and material effect on BCH’s major State program for the year
ended September 30, 2023. BCH’s major State program is identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

In our opinion, BCH complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on its major State program for the year
ended September 30, 2023.

Basis for Opinion on Each Major State Program

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance), and the State Single
Audit Implementation Act. Our responsibilities under those standards and the Uniform Guidance are
further described in the Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of BCH and to meet our other ethical responsibilities, in accordance
with relevant ethical requirements relating to our audit. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our opinion on compliance for each major
State program. Our audit does not provide a legal determination of BCH’s compliance with the
compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements
of laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to
BCH’s State program.
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To the Board of Directors of
Baptist Children’s Homes of North Carolina, Inc.
Thomasville, North Carolina

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on BCH’s compliance based on our audit. 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, Government Auditing Standards, and the Uniform
Guidance will always detect material noncompliance when it exists. The risk of not detecting material
noncompliance resulting from fraud is higher than for that resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material if there is a
substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about BCH’s compliance with the requirements of each
major State program as a whole.

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

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

. Identify and assess the risks of material noncompliance, 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 BCH’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered
necessary in the circumstances.

. Obtain an understanding of BCH’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and report
on internal control over compliance in accordance with the Uniform Guidance, but not for the
purpose of expressing an opinion on the effectiveness of BCH’s internal control over
compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Report on Internal Control Over Compliance

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a State program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a State program will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a State
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.
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To the Board of Directors of
Baptist Children’s Homes of North Carolina, Inc.
Thomasville, North Carolina

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify
all deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit we did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses may exist that have not been identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Foad & 674:7, A

January 5, 2024
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BAPTIST CHILDREN’S HOMES OF NORTH CAROLINA, INC.
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2023

I.

9.

Summary of Auditors’ Results
1.

An unqualified opinion was issued on the financial statements of Baptist Children’s Homes of
North Carolina, Inc. (“BCH”).

No significant deficiencies related to the audit of the financial statements are reported in the
“Independent Auditors’ Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements In Accordance with
Government Auditing Standards.”

No instances of noncompliance material to the financial statements of BCH were disclosed
during the audit.

No significant deficiencies relating to the audit of the major State program are reported in the
“Independent Auditors’ Report on Compliance For Each Major Program And On Internal
Control Over Compliance Required By The Uniform Guidance.”

An unmodified opinion was issued on BCH’s compliance with the types of compliance
requirements applicable to its major State program.

Our audit disclosed no audit findings related to the major State program for BCH.

The program tested as a major program was North Carolina Department of Health and Human
Services, Division of Budget and Analysis Directed Grant.

The threshold used for distinguishing between Type A and B programs was $500,000 in
accordance with the State Single Audit Implementation Act.

BCH did not qualify as a low-risk auditee under Section 200 of the Uniform Guidance.

II. Findings Related to the Audit of the Financial Statements
No findings for the year ended September 30, 2023.

II1. Findings Related to the Audit of State Awards
No findings for the year ended September 30, 2023.

IV. Summary Schedule of Prior Year Audit Findings

No findings for the year ended September 30, 2022.
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BAPTIST CHILDREN’S HOMES OF NORTH CAROLINA, INC.

SCHEDULE OF EXPENDITURES OF STATE AWARDS
YEAR ENDED SEPTEMBER 30, 2023

State Grantor/ State
Program Title Expenditures
North Carolina Department of Health and Human Services
Division of Budget and Analysis:
Directed Grant $ 750,000
Total

S 750000
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