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IBDO

Independent Auditor’s Report

Board of Directors
Christian Reformed Church Loan Fund, Inc. - U.S.
Grand Rapids, Michigan

We have audited the accompanying financial statements of Christian Reformed Church Loan
Fund, Inc. - U.S. (the Fund), which comprise the statements of financial position as of June 30,
2016 and 2015, the related statements of activities and cash flows for each of the three years in
the period ended June 30, 2016, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Christian Reformed Church Loan Fund, Inc. - U.S. as of June 30, 2016 and
2015, and the changes in its net assets and its cash flows for each of the three years in the period
ended June 30, 2016, in accordance with accounting principles generally accepted in the United
States of America.

BdO USA, 1P

August 8, 2016
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Christian Reformed Church Loan Fund, Inc. - U.S.

Statements of Financial Position

June 30, 2016 2015
Assets
Cash and cash equivalents $ 14,315,282 11,096,796
Note receivable, Christian Reformed Church in North America 2,000,000 2,000,000
Accrued interest receivable 68,824 119,308
Loans receivable - net of allowance for loan losses

of $527,947 in 2016 and 2015 18,491,742 21,350,992
Assets held for sale 298,138 -
Total Assets $ 35,173,986 34,567,096
Liabilities

Certificates payable $ 27,541,226 27,040,944

Accrued interest payable 123,224 65,046

Refundable commitment fees 2,500 -
Total Liabilities 27,666,950 27,105,990
Net Assets

Unrestricted 7,507,036 7,461,106
Total Liabilities and Net Assets $ 35,173,986 34,567,096

See accompanying notes to financial statements.



Christian Reformed Church Loan Fund, Inc. - U.S.

Statements of Activities

Year ended June 30, 2016 2015 2014
Revenues
Interest income $ 930,462 $ 1,023,586 $ 967,640
Interest income from concentrated cash
management 52,047 43,643 45,030
Other income 1,099 1,216 2,838
Total Revenues 983,608 1,068,445 1,015,508
Expenses
Interest 573,254 590,745 555,317
Christian Reformed Church in North America
support charges 237,424 184,643 197,944
Administrative 127,000 113,218 130,308
Total Expenses 937,678 888,606 883,569
Excess of Revenues Over Expenses 45,930 179,839 131,939
Net Assets, beginning of year 7,461,106 7,281,267 7,149,328
Net Assets, end of year $ 7,507,036 $ 7,461,106 $ 7,281,267

See accompanying notes to financial statements.



Christian Reformed Church Loan Fund, Inc. - U.S.

Statements of Cash Flows

Year ended June 30, 2016

2015 2014

Cash Flows From (for) Operating Activities
Excess of revenues over expenses $ 45,930
Adjustments to reconcile excess of revenues over
expenses to net cash from operating activities:
Changes in operating assets and liabilities:

$ 179,839 $ 131,939

Accrued interest receivable 50,484 (5,554) 11,529
Accrued interest payable 58,178 (2,358) 1,537
Refundable commitment fees 2,500 (13,438) (1,562)
Net Cash From Operating Activities 157,092 158,489 143,443
Cash Flows From (for) Investing Activities
Advances on loans receivable (450,300) (2,069,907) (4,008,762)
Collections on loans receivable 3,011,412 2,897,765 2,912,892
Net Cash From (for) Investing Activities 2,561,112 827,858 (1,095,870)
Cash Flows From (for) Financing Activities
Issuances of certificates payable 1,978,388 3,502,354 4,262,910
Redemptions of certificates payable (1,478,106) (3,227,936) (3,081,586)
Net Cash From Financing Activities 500,282 274,418 1,181,324
Net Increase in Cash and Cash Equivalents 3,218,486 1,260,765 228,897
Cash and Cash Equivalents, beginning of year 11,096,796 9,836,031 9,607,134
Cash and Cash Equivalents, end of year $ 14,315,282 $ 11,096,796 $ 9,836,031

Supplemental Disclosure of Cash Flow Information

Cash paid for interest $ 19,616 $ 80,837 $ 71,297

Interest expense reinvested in certificates payable 495,460 512,266 484,045
Non-Cash Investing Activity

Transfer from loans to assets held for sale $ 298,138 $ - $ -

See accompanying notes to financial statements.



Christian Reformed Church Loan Fund, Inc. - U.S.

Notes to Financial Statements

1. Organization

The purpose of the Christian Reformed Church Loan Fund, Inc. - U.S. (the Fund), a nonprofit
corporation, is to assist congregations of the Christian Reformed Church in financing capital
expansion projects. To accomplish this, the Fund grants loans, up to certain limits, for land and
other capital expenditures to churches in the United States of America. Loan recipients are charged
interest at rates sufficient to cover the Fund’s cost of borrowing and operating expenses.

The Fund operates from office facilities provided by Christian Reformed Church in North America
(CRCNA).

2. Summary of Significant Accounting Policies
Basis of Presentation
Net assets of the Fund and changes therein are classified and reported as follows:

o Unrestricted Net Assets - net assets which are not subject to donor-imposed stipulations.

o Temporarily Restricted Net Assets - net assets subject to donor-imposed stipulations that
should be met by actions of the Fund and/or the passage of time.

e Permanently Restricted Net Assets - net assets subject to donor-imposed stipulations requiring
that they be maintained permanently by the Fund.

The Fund has no temporarily or permanently restricted net assets; however, the Board of Directors
has designated $222,053 of unrestricted net assets for any future loan losses in excess of the
allowance account.

Revenues and investment income are reported as follows:

Revenues are reported as increases in unrestricted net assets, unless use of the related assets is
limited by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net
assets. Gains and losses on investments and other assets or liabilities are reported as increases or
decreases in unrestricted net assets unless their use is restricted by explicit donor stipulation.
Expirations of temporary restrictions on net assets (i.e., the donor-stipulated purpose has been
fulfilled and/or the stipulated time period has elapsed) are reported as reclassifications between
the applicable classes of net assets. Temporarily restricted contributions whose restrictions are
satisfied in the same year in which the contribution revenue is recorded are reported as unrestricted
contributions.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect amounts reported therein. Due to the inherent uncertainty involved in making estimates,
actual results reported in future periods may differ from those estimates.



Christian Reformed Church Loan Fund, Inc. - U.S.

Notes to Financial Statements

Subsequent Events

Management has evaluated subsequent events through August 8, 2016, the date the financial
statements were available to be issued. Based on evaluation, there were no matters identified that
had a significant impact on the financial statements as presented.

Income Taxes

The Fund is included in the CRCNA group exemptions as an organization described under Internal
Revenue Code Section 501(c)(3), exempt from taxation under Section 501(a). Contributions to the
Fund are deductible for federal tax purposes.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and highly liquid investments purchased with an original
maturity of three months or less at the date of purchase.

Concentrations of Credit Risk

The Fund maintains its cash in various bank and brokerage accounts managed by CRCNA, and does
not consider there to be a significant credit risk arising from deposits in excess of federally insured
limits.

The risk associated with making many large loans is managed by limiting the size of each secured
loan to $1,500,000 or 6% of total assets. A loan may exceed $1,500,000 only if members of the
church invest in investment certificates with a minimum term of three years and in an amount at
least equal to the amount by which the loan exceeds $1,500,000. The total amount of all unsecured
loans shall not exceed 10% of the total outstanding loans of the Fund (see Note 3). There were no
loans with a balance over $1,500,000 for the years ended June 30, 2016 and 2015.

Loans

Loans that management has the intent and ability to hold for the foreseeable future, or until
maturity or payoff, are reported at the principal balance outstanding, net an allowance for loan
losses.

The loan portfolio is segmented into standard loans and construction loans, both of which are
secured by a mortgage on the property. The Fund also makes unsecured loans for capital
improvements or repairs to existing church-owned buildings. Construction loans are loans in the
construction stage and are not completed to the point where permanent occupancy is permitted.

The Fund considers a loan impaired when, based on current information and events, it is probable
that the Fund will be unable to collect the scheduled payments of principal or interest when due
according to the contractual terms of the original loan agreement.

Interest Income

Interest income is recognized and accrued on loans receivable and cash and cash equivalents, when

earned. Interest income on impaired loans is recognized only when interest payments are received.
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Christian Reformed Church Loan Fund, Inc. - U.S.

Notes to Financial Statements

Allowance for Loan Losses

The allowance for loan losses is increased by a provision for losses charged to expense and reduced
by loans charged off, net of recoveries. The allowance is maintained at a level considered adequate
to provide for probable incurred loan losses based on management’s evaluation of the anticipated
impact on the loan portfolio of current economic conditions, past loan experience, probable future
losses on loans to specific borrowers, the financial condition of the borrower, the value of underlying
collateral, and other pertinent factors that management believes require current recognition in
estimating probable loan losses. Specific reserves are established for any impaired loan for which
the recorded investment in the loan exceeds the fair value of the loan, less estimated costs to sell.
There were no charge-offs or recoveries in the years ended June 30, 2016, 2015 and 2014.

Fair Value Measurements
Recorded book value approximates fair value for all financial instruments within the Fund.
3. Loans Receivable

The components of loans receivable by class, net, at June 30 are as follows:

2016 2015

Commercial real estate loans
Secured loans $ 18,936,777 $ 21,783,471
Unsecured loans 82,912 95,468
Allowance for loan losses (527,947) (527,947)
Loans Receivable, net $ 18,491,742 $ 21,350,992

The allowance for loan losses relates solely to standard loans, and these loans have been evaluated
for impairment. There was no activity in the allowance account for the years ended June 30, 2016
and 2015.

Loans receivable at June 30, 2016 bear interest at predominantly adjustable interest rates ranging
from 4.00% to 5.75% at June 30, 2016, and mature in various amounts through the year 2038.
Substantially all loans receivable are secured by first or second real estate mortgages.

Maturities on loans receivable at June 30, 2016 are summarized as follows:

Year ending June 30,

2017 $ 51,700
2018 752,900
2019 107,600
2020 367,000
2021 263,700
Thereafter 17,476,800
Total $ 19,019,700
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Christian Reformed Church Loan Fund, Inc. - U.S.

Notes to Financial Statements

A summary of current and past due loans at June 30, 2016 is as follows:

Current 30-59 days 60-89 days 90+ days Total

Standard $19,019,689 $ - $ - $ - $19,019,689

A summary of current and past due loans at June 30, 2015 is as follows:

Current 30-59 days 60-89 days 90+ days Total

Standard $21,878,939 $ - $ - $ - $21,878,939

There was one impaired loan at June 30, 2016 and 2015 with a balance of $541,059 and $533,552,
respectively. This impaired loan had a specific allowance of $21,000 and $171,000 recorded as of
June 30, 2016 and 2015, respectively.

This restructured loan is considered a Troubled Debt Restructuring based on the fact that the Fund
has granted a concession to the borrower, which was considered to be experiencing financial
difficulties. The subject loan is not included in nonperforming loans, as it is considered probable
that all contractual principal and interest due under the restructured terms will be collected.

4. Certificates Payable

Certificates payable are issued under certificate offerings either registered or exempt from
registration in the states where the certificates are offered. The certificates are initially offered in
minimum denominations of $1,000 or $5,000, depending on the type of certificate, and may be
issued by the Fund at any time. Interest is paid monthly or quarterly, depending on the amount
invested, and may be reinvested by the certificate holder at an annual percentage yield
(predominately fixed) ranging from 0.75% to 2.50% at June 30, 2016 (weighted average at June 30,
2016, 2015 and 2014 of 1.95%, 2.15% and 2.16%, respectively). Principal amounts are due at maturity
or upon demand, depending on the type of certificate.

Maturities on outstanding certificates at June 30, 2016 are summarized as follows:

Year ending June 30,

Flex certificates, payable on demand $ 5,469,100
2017 10,752,200
2018 5,027,400
2019 3,607,200
2020 1,550,200
2021 1,134,900
Total $ 27,541,000

In 2016 and 2015, the Fund had certificates payable renewed at maturity in the amount of
approximately $9,332,000 and $10,496,000, respectively.
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Christian Reformed Church Loan Fund, Inc. - U.S.

Notes to Financial Statements

5. Line of Credit

The Fund has an unsecured line of credit with a bank which permits borrowings up to $2,000,000 at
the bank’s prime rate. This line of credit expires on February 28, 2017; no amounts were outstanding
as of June 30, 2016 or 2015.

6. Commitments

As of June 30, 2016, the Fund had outstanding commitments and approved loans aggregating
approximately $369,200, which will be disbursed as they are requested by the churches.

7. Transactions With Other Christian Reformed Church Entities and Related Parties

During the years ended June 30, 2016, 2015 and 2014, the Fund incurred charges of approximately
$237,000, $185,000 and $198,000, respectively, from CRCNA for support charges related to the
consolidated financial services function.

The Fund manages its cash in conjunction with the CRCNA consolidated cash management system.
As part of this process, CRCNA may borrow funds from participating entities. At June 30, 2016, the
Fund held a note receivable from CRCNA in the amount of $2,000,000, which accrues interest at
1.38% per annum. All principal and interest are due December 31, 2016. It is management’s intent
to renew this note on an annual basis.

Certificates payable include approximately $165,000 and $161,000 at June 30, 2016 and 2015,
respectively, due to certain directors, officers and employees of the Fund.

13



