CONNECTIONAL TABLE
OF THE UNITED METHODIST CHURCH

Financial Statements

December 31, 2008 and 2007
(With Independent Auditors’ Report Thereon)



CONNECTIONAL TABLE
OF THE UNITED METHODIST CHURCH

INDEPENDENT AUDITORS’ REPORT

FINANCIAL STATEMENTS

Statements of Financial Position

Statements of Activities.......

Statements of Cash Flows.....

Notes to Financial Statements

Table of Contents

..................................................

.....................................................

........................................................

.......................................................



(;Z%)SSLIN

SOCIATES

CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors’ Report

The Members
Connectional Table of the United Methodist Church and

The Committee on Audit and Review
General Council on Finance and Administration of
The United Methodist Church

We have audited the accompanying statements of financial position of the Connectional Table
of The United Methodist Church (“CT”) as of December 31, 2008 and 2007, and the related
statements of activities and cash flows for the years then ended. These financial statements are
the responsibility of CT’s management. 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 audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Connectional Table of The United Methodist Church as of
December 31, 2008 and 2007, and the changes in its net assets and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of
America.

(A (3401..,_' ¢ AM, Ae.

May 18, 2009
Nashville, Tennessee

2525 West End Avenue, Suite 1100 + Nashville, Tennessee 37203 + phone: 615-320-5500 « fax: 615-329-9465 « www.crosslinpc.com
An Independent Member of The BDO Seidman Alliance



CONNECTIONAL TABLE

OF THE UNITED METHODIST CHURCH

Statements of Financial Position

Years ended December 31, 2008 and 2007

Assets

Investment in GCFA short-term pooled investment fund
Accrued World Service Fund allocation

Accrued income

Prepaid expense

Equipment, net of accumulated depreciation

Total assets
Liabilities and Net Assets
Liabilities: '
Accounts payable
Accrued liabilities

Total liabilities

Net assets:
Unrestricted
Temporarily restricted

Total net assets
Total liabilities and net assets

See accompanying notes to financial statements.

$

2008 2007
425,960 397,590
86,101 85,902
678 —

1,623 1,526
2,853 519
517,215 485,537
32,444 9,323
2,458 2,570
34,902 11,893
225,057 153,408
257,256 320,236
482,313 473,644
517,215 485,537




CONNECTIONAL TABLE
OF THE UNITED METHODIST CHURCH
Statements of Activities
Years ended December 31, 2008 and 2007

2008 2007
Temporarily Temporarily
Unrestricted Restricted Total Unrestricted Restricted Total
Revenue:
Allocation from World Service Fund  $ 291,025 — 291,025 292,338 — 292,338
Transition team contigency grants 158,525 —_ 158,525 5,140 321,650 326,790
Interest Income 6,402 —_ 6,402 15,147 — 15,147
Loss on sale of equipment — — — (1,086) = (1,086)
Miscellaneous — — — 62 — 62
Net assets released from restrictions 62,980 (62,980) — 100,757 (100,757) L
Total revenue 518,932 (62,980) 455,952 412,358 220,893 633,251
Expenses:
Operating: .
Administration 231,161 — 231,161 132,041 — 132,041
- Meetings 153,142 — 153,142 141,184 — 141,184
Total operating expenses 384,303 — 384,303 273,225 — 273,225
Other: .
State of the Church 1,380 — 1,380 40,757 — 40,757
General Conference Messaging 61,600 — 61,600 60,000 — 60,000
Total other expenses 62,980 — 62,980 100,757 — 100,757
Total expenses 447,283 — 447 283 373,982 — 373,982
Change in net assets 71,649 (62,980) 8,669 38,376 220,893 259,269
Net assets at beginning of year 153,408 320,236 473,644 115,032 99,343 214,375
Net assets at end of year $ 225,057 257,256 482,313 153,408 320,236 473,644

See accompanying notes to financial statements.



CONNECTIONAL TABLE

OF THE UNITED METHODIST CHURCH

Statements of Cash Flows

Years ended December 31, 2008 and 2007

Cash flows from operating activities:
Change in net assets $
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation
Loss on sale of equipment
(Increase) decrease in accrued World Service
Fund allocation
Decrease in accounts receivable
Increase in accrued income
Increase in prepaid expense
(Decrease) increase in accrued liabilities
Increase (decrease) in accounts payable

Net cash provided by operating activities

Cash flows from investing activities:
Purchase of equipment
Proceeds from sale of equipment
Increase in GCFA short-term pooled investment fund

Net cash used in investing activities

2008 2007
8,669 259,269
519 1,093
— 1,086
(199) 3,259
— 48,696
(678) -
(96) (1,217)
(112) 2,570
23,121 (125,564)
31,224 189,192
(2,854) —
— 283
(28,370) (189,475)
(31,224) (189,192)

Net change in cash

Cash at beginning of year

Cash at end of year $

See accompanying notes to financial statements.
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CONNECTIONAL TABLE
OF THE UNITED METHODIST CHURCH

Notes to Financial Statements
December 31, 2008 and 2007

Nature of the Organization

As stated in The 2004 Book of Discipline of The United Methodist Church, “the purpose of
Connectional Table (CT) is for the discernment and articulation of the vision for the church
and the stewardship of the mission, ministries, and resources of The United Methodist
Church (the Church) as determined by the actions of the General Conference and in
consultation with the Council of Bishops. As part of the total mission of the Church, CT is
to serve as a steward of the vision and resources for mission and ministry, provide fiscal

responsibility, and establish policies and procedures to carry out the mission of the
Church.”

Funding for CT’s operations is significantly provided by allocations received from the
General Funds of The United Methodist Church based on a four-year budget developed
from projections of expected program costs. The allocation accounts for 99% and 98% of
the CT’s total revenue in 2008 and 2007, respectively. CT’s continued existence is partially
dependent upon the Church’s future support. The Church’s future support is dependent
upon contributions from its congregations (i.e., congregational participation in the
apportionment covenant).

Summary of Significant Accounting Policies

The financial statements have been prepared on the accrual basis of accounting. CT’s
significant accounting policies are described below:

(a) Basis of Presentation

To ensure the observance of limitations and restrictions placed on the use of
resources, CT maintains its accounts in accordance with the principles and practices
of fund accounting. Fund accounting is the procedure by which resources for various
purposes are classified into funds that are in accordance with activities or objectives
of CT. Separate accounts are maintained for each fund.

For reporting purposes, however, CT’s financial statements have been prepared to
focus on the organization as a whole. Resources are classified into three net asset
categories based on the existence or absence of donor-imposed restrictions.
Accordingly, the net assets of CT and changes therein are classified and reported as
follows:

Unrestricted — Net assets that are not subject to donor-imposed restrictions.

Temporarily restricted — Net assets subject to donor-imposed stipulations that
will be met either by actions of CT and/or the passage of time.
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- CONNECTIONAL TABLE
OF THE UNITED METHODIST CHURCH

Notes to Financial Statements
December 31, 2008 and 2007

Permanently restricted — Net assets subject to donor-imposed stipulations that
they be maintained permanently by CT. Generally, the donors of these assets
permit CT to use all or part of the income earned on related investments for
general or specific purposes. During the years ended December 31, 2008 and
2007, CT did not have any permanently restricted net assets.

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 or by law. Expirations of temporary
restrictions on net assets are reported as reclassifications from temporarily restricted
net assets to unrestricted net assets.

Use of Estimates

Management of CT has made estimates and assumptions relating to the reporting of
assets and liabilities and the disclosure of contingent assets and liabilities at the date
of the financial statements, and the reported amounts of revenue and expenses during
the reporting period. Actual results could differ from those estimates.

Investment in GCFA Short-Term Pooled Investment Fund

The amounts presented as invested with General Council on Finance and
Administration of The United Methodist Church (GCFA) in the accompanying
financial statements represent CT’s portion of the short-term investment portfolio
managed by GCFA on behalf of certain agencies and related organizations of The
United Methodist Church. The short-term investment portfolio includes funds
invested in bank accounts, money market funds, bank certificates of deposit, auction
rate securities, U.S. Government agency notes, a hedge fund of funds, and notes from
other United Methodist and quasi-governmental organizations. The carrying value of
these investments approximates fair value at December 31, 2008 and 2007. GCFA
allocates interest earned on the portfolio to the participating entities. For the years
ended December 31, 2008 and 2007, GCFA allocated $6,402 and $15,147 of interest
income, respectively.

Equipment

Equipment is recorded at cost, less accumulated depreciation. Depreciation is
computed using the straight-line method over estimated useful lives of three years for
computer equipment and five years for furniture and office equipment.
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CONNECTIONAL TABLE
OF THE UNITED METHODIST CHURCH

Notes to Financial Statements

December 31, 2008 and 2007

(¢) Income Taxes

CT is covered under GCFA’s group determination letter from the Internal Revenue
Service indicating that it is a nonprofit corporation and, except for taxes pertaining to
unrelated business income, is exempt from federal and state income taxes under
Section 501(c)(3) of the Internal Revenue Code. CT had no significant unrelated
business income during the years ended December 31, 2008 and 2007.

Equipment

Equipment consists of furniture, computer equipment, and office equipment with a cost of
$4,412 and $3,280 and accumulated depreciation of $1,558 and $2,761 at December 31,
2008 and 2007, respectively.

Related Parties

CT receives World Service Fund allocations from the General Funds of The United
Methodist Church, which are administered by GCFA to support the activities of CT. In
addition, GCFA provides various services to CT, such as general ledger processing and
maintenance, cash management, and group insurance plan administration.

CT had the following transactions with GCFA:

» 2008 2007
Investment in GCFA short-term pooled investment fund $ 425,960 397,590
Accrued World Service Fund allocation 86,101 85,902
Allocation from World Service Fund - 291,025 292,338
Group insurance expense 13,129 9,861

CT holds meetings in which General Agency staff and members attend. In an effort to
minimize the costs of these meetings, group rates for hotel rooms and meals are established
at the meeting location and billed directly to CT. At the completion of the meeting, CT
bills each General Agency for their appropriate portion of the hotel and meal costs. A
portion of the stated accounts receivable at December 31 represents money owed from the
General Agencies to CT for its portion of the hotel and meal costs.

Employee Benefits

. (@) Retirement Benefits

The CT sponsors the United Methodist Personal Investment Plan (UMPIP), a section
403(b) defined contribution church plan. UMPIP allows each plan sponsor to elect the
employer contribution formula. CT makes semi-monthly contributions to each
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OF THE UNITED METHODIST CHURCH

Notes to Financial Statements
December 31, 2008 and 2007

eligible employee’s account held by GBOPHB based on 9% of annual employee
compensation. Total contributions made by the CT during 2008 and 2007 were
$8,505 and $2,359 respectively. ~

(b) Health, Life, and Other Employee Benefits

CT provides health, life, and other employee benefits for its active employees and
health, dental, and life benefits to retirees through a group plan which qualifies for
treatment as a multiemployer plan under Statement of Financial Accounting
Standards No. 106, Employers’ Accounting for Postretirement Benefits Other Than
Pensions. Substantially all retired employees are eligible to participate in the Plan if
they have attained normal retirement age while in the employ of CT.

The General Agencies of The United Methodist Church Benefit Plan (the Plan)
provides medical, dental, life, and long- and short-term disability defined benefits to
participants of the general agencies, two other United Methodist-related organizations
and all Bishops covered by the Episcopal Fund. Effective January 1, 2004, plan
amendments were made to change the retiree benefits offered and increase the related
premiums paid by retirees.

The Plan’s unfunded accumulated postretirement benefit obligation (APBO) was
$116,339,138 and the Plan’s unfunded expected postretirement benefit obligation
(EPBO) was $145,876,135 as of December 31, 2008. As of December 31, 2007, the
APBO and EPBO were $128,072,593 and $152,435,970, respectively.

All of CT’s active employees are covered by the Plan. The cost of the benefits is
recognized as expense as premiums are paid. The total cost of benefits for active
employees was $13,129 and $9,861 in 2008 and 2007, respectively.

(6) Transition Team Contingency Fund Grants

The 2004 General Conference established the Transition Team Contingency Fund to be
administered by the Connectional Table. The purpose of the fund is to provide funding to
General Agencies of the United Methodist Church and other entities that were assigned
programs or functions that were previously performed by the General Council on
Ministries. Upon assignment of these responsibilities, the Connectional Table, in
consultation with the General Agency affected, determines the necessary funding
requirements to administer the program or function. The CT grants the General Agency or
entity the approved amount. The Transition Team Contingency Fund grants are awarded to
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OF THE UNITED METHODIST CHURCH

Notes to Financial Statements
December 31, 2008 and 2007

the General Agency or entity as requested. Transition Team Contingency Grants awarded
to the Connectional Table during 2008 and 2007 are as follows:

2008 2007
Budget Supplement $ 158,525 —
State of the Church — 200,050
General Conference Messaging — 121,600
Global Nature Task Group — - 5,140
Total Transition Team Contingency Grants $ 158,525 326,790

Temporarily Restricted Net Assets

Temporarily restricted net assets at December 31, 2008 and 2007, have been restricted by
the donors as follows:

2008 2007
State of the Church $ 257,256 258,636
General Conference Messaging — 61,600
Total temporarily restricted net assets $ 257,256 320,236

These net assets at December 31 were released from donor restrictions by incurring
expenses satisfying the restricted purposes by the donors.

2008 2007
State of the Church $ 1,380 40,757
General Conference Messaging 61,600 60,000
Net assets released from restrictions $ 62,980 100,757
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OF THE UNITED METHODIST CHURCH

Notes to Financial Statements
December 31, 2008 and 2007

(8) Operating Expenses

Operating expenses are as follows:

Administration
Salaries $
Employee benefits
Depreciation
Equipment
Insurance
Office supplies
Other
Postage
Printing and copying
Professional services
Rent
Telephone
Search Committee
Promotional Materials
Services rendered by other agencies
Travel

Total expenses for administration

Meetings

Meetings

Telephone

Postage

Printing and copying

Interpretation services

Staff travel

Other

Total expenses for meetings
Total expenses for operations $

10

2008 2007

153,853 87,934
32,082 16,977

519 1,093
3,306 734
502 560
1,117 725
5,119 3,086
685 1,314
54 582
419 1,468
5,425 —
4,236 4374
855 2,045
8,016 —
1,095 —
13.878 11.149
231.161 132.041
139,441 125,260
564 977
1,468 2,562
2,841 2,542
5,341 6,482
2,503 3,361
984 —
153,142 141,184
384,303 273,225







