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Independent Auditors’ Report

The Board of Directors of the
Health and Welfare Ministries Department of the
General Board of Global Ministries of

The United Methodist Church

The Audit Committee of the
General Board of Global Ministries of
The United Methodist Church

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

We have audited the accompanying statements of financial position of the Health and Welfare Ministries
Department of the General Board of Global Ministries of The United Methodist Church (the
“Department”) 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 the Department’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 Health and Welfare Ministries Department of the General Board of Global
Ministries 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.

Coossline + A pseecatin,P.C.

June 19, 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



HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD
OF GLOBAL MINISTRIES OF
THE UNITED METHODIST CHURCH

Statements of Financial Position

December 31, 2008 and 2007

Assets

Cash and cash equivalents (Note 3)

Investments (Note 4)

Investment in debt securities of the United Methodist
Development Fund (Note 5)

Accounts receivable and other assets

Due from General Board of Global Ministries and
related entities

Total assets

Liabilities And Net Assets

Liabilities:
Accounts payable
Grants payable
Due to General Board of Global Ministries and
related entities

Total liabilities
Net assets:
Unrestricted
Temporarily restricted (Note 6)
Permanently restricted (Note 6)

Total net assets

Total liabilities and net assets

'See accompanying notes to financial statements.

2008 2007

§ 549,699 § 319,705
9,104,595 10,833,838
25,000 25,000
146,897 7,282
135,405 1,170,232
$9.961.,596 $12.356.057
$ 159,211 $ 251,837
- 216,000

236.809 10,640
396.020 478.477
240,074 222,141
9,271,502 11,607,439
48.000 48.000
9.565.576 11.877.580
$9.961.596 $12,.356,057



HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD
OF GLOBAL MINISTRIES OF
THE UNITED METHODIST CHURCH

Statement of Activities

Year Ended December 31, 2008

Temporarily Permanently
Unrestricted Restricted Restricted Total
Operating revenue:
World Service allocations $ 468,209 $ - $ - $ 468,209
General Board of Global Ministries and
related entities grants 1,095,681 732,071 - 1,827,752
Interest and dividends, net of
investment fees (Notes 3 and 4) 24,273 352,674 - 376,947
- Gifts and contributions - 50,000 - 50,000
Other income 36.508 - - 36,508
1,624,671 1,134,745 - 2,759,416
Net assets released from restrictions 1.826.065 (1.826.065) - -
Total operating revenue 3.450,736 (_691.320) - - 2,759.416
Operating expenses:
Program services:

Hospital revitalization program 792,595 - - 792,595

Community and institutional grants 216,295 - - 216,295

Comprehensive community-based care 254,721 - - 254,721

Health and wholeness ministries 266,138 - - 266,138

Global health 1.660.850 - - 1.660.850

Total program services 3,190,599 - - 3,190,599

Supporting services:

Management and general 242.204 - - 242204
Total operating expenses 3.432.803 - - 3.432.803
(Decrease) increase in net assets

from operations 17,933 ( 691,320) - ( 673,387
Non-operating activities:
Net depreciation in fair value of

investments (Note 4) - ( 1.638.617) - ( 1,638.617)

(Decrease) increase in net assets 17,933 ( 2,329,937) - ( 2,312,004)
Net assets at beginning of year 222.141 11,607,439 48.000 11,877.580
Net assets at end of year $§ 240074 $ 9.277.502 $48.000 $ 9.565.576

See accompanying notes to financial statements.




HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD
OF GLOBAL MINISTRIES OF
THE UNITED METHODIST CHURCH

Statement of Activities

Year Ended December 31, 2007

Temporarily Permanently

Unrestricted Restricted Restricted Total
Operating revenue:
World Service allocations $ 466,855 $ - $ 466,855
General Board of Global Ministries and
related entities grants 92,809 1,995,882 2,088,691
Interest and dividends, net of
investment fees (Notes 3 and 4) 26,332 332,212 358,544
Gifts and contributions 67,029 50,200 117,229
Other income 18.361 - 18,361
671,386 2,378,294 3,049,680
Net assets released from restrictions 1,443,147 (1.443.147) -
Total operating revenue 2.114.533 935.147 3.049.680
Operating expenses:
Program services:
Hospital revitalization program 138,293 - 138,293
Community and institutional grants 217,147 - 217,147
Comprehensive community-based care 210,048 - 210,048
Health and wholeness ministries 209,798 - 209,798
Global health 1.294.906 - 1.294.906
Total program services 2,070,192 - 2,070,192
Supporting services:
Management and general 84.751 - 84,751
Total operating expenses 2.154.943 - 2.154,943
Increase (decrease) in net assets
from operations ( 40,410) 935,147 894,737
Non-operating activities:
Net appreciation in fair value of
investments (Note 4) - 663.687 663,687
Increase (decrease) in net assets ( 40410) 1,598,834 1,558,424
Net assets at beginning of year 262,551 10.008.605 48.000 10.319.156
Net assets at end of year § 222141 $ 11,607,439 $48.000 $11.877.580

See accompanying notes to financial statements.



HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD

OF GLOBAL MINISTRIES OF
THE UNITED METHODIST CHURCH

Statements of Cash Flows

Years Ended December 31,2008 and 2007

Cash flows from operating activities:
(Decrease) increase in net assets
Adjustments to reconcile (decrease) increase in net assets to net
cash provided by operating activities:
Net depreciation (appreciation) in fair value of investments
Increase in accounts receivable and other assets
Decrease (increase) in amounts due to/from General Board
of Global Ministries and related entities

(Decrease) increase in accounts payable
(Decrease) increase in grants payable

Net cash provided by operating activities
Cash flows from investing activities:
Purchases of investments
Sales of investments
Net cash provided by (used in) investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying notes to financial statements.

2008 2007

$(2,312,004) $1,558,424
1,638,617 ( 663,687)
( 139,615) (1,575

1,260,996 (1,029,123)
(0 92,626) 236,851
(_216,000) 4,000
_139.368 104.890
(4,156,680) (1,287,024)
_4.247.306 1.283.026
90,626 (3,998

229,994 100,892
__ 318,705 218.813

549.699 $ 319,705
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HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD
OF GLOBAL MINISTRIES OF .
THE UNITED METHODIST CHURCH

Notes to Financial Statements

December 31, 2008 and 2007

Nature of Organization

The Health and Welfare Ministries Department of the General Board of Global Ministries of The
United Methodist Church (the “Department™) is a tax-exempt, not-for-profit organization which
was established to assist The United Methodist Church in becoming involved globally in health
and welfare ministries, especially in areas of child care, aging, health care, and the handicapped,
and to assist organizations, institutions, and programs related to annual conferences and other
units of The United Methodist Church in their involvement in direct service to persons in need
through both residential and nonresidential ministries.

The Department’s program areas are as follows:

Hospital Revitalization Program - provides resources to strengthen United Methodist Church
Hospitals primarily in Africa and Asia by improving the infrastructure of the hospitals and
funding medical equipment. This program was previously administered by the United
Methodist Committee on Relief (UMCOR).

Community and Institutional Grants - provides project and leadership development grants
principally for health, housing, or training programs.

Comprehensive Community-Based Care - enables local churches, districts, and community
organizations to start new or strengthen existing primary healthcare ministries.

Health and Wholeness Ministries - assists local churches, districts, and annual conferences to
develop ministries of health, healing, and wholeness.

Global Health - provides global advocacy/education and support in HIV/AIDS, malaria

control, and other health care issues globally and assists local churches and community
organizations with start-up and support for education and funding of the programs.

Summary of Significant Accounting Policies

(a) Basis of Presentation

The financial statements of the Department are prepared on the accrual basis of accounting.
The Department considers the net appreciation (depreciation) in fair value of investments to
be a non-operating activity.

(b) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits, and short-term
investments with original maturity dates of 90 days or less that are readily convertible to
known amounts of cash.
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HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD
OF GLOBAL MINISTRIES OF
THE UNITED METHODIST CHURCH

Notes to Financial Statements

December 31, 2008 and 2007

Investments

Investments are held by a financial institution and are recorded at fair value based on quoted
market prices with gains and losses included in the statement of activities.

(d) Net Assets

(¢

Unrestricted net assets represent resources over which the Board of Directors has full
discretion to use. Temporarily restricted net assets represent expendable resources which
have been time- or purpose-restricted by the donor. Permanently restricted net assets
represent contributions which require that the corpus be maintained intact in perpetuity and
that only the income be used as specified by the donor.

Revenues are reported as increases in unrestricted net assets unless their use is limited by
donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets.
New York State Law (substantially in conformity with the Uniform Management of
Institutional Funds Act) authorizes expenditure of appreciation (both realized and
unrealized) in the value of endowment funds, subject to a standard of business care and
prudence. The Department’s endowment consist of $48,000 in permanently donor-restricted
funds. No funds are designated by the Board of Directors to function as endowments. Gains
and losses on investments are reported as increases or decreases in unrestricted net assets
unless their use is restricted by donors or state law. When a donor restriction expires, that is,
when a stipulated time restriction ends or the purpose restriction is accomplished,
temporarily restricted net assets are reclassified to unrestricted net assets and reported in the
accompanying statements of activities as net assets released from restrictions.

Federal Income Tax Exemption

The Department is covered under the General Council on Finance and Administration’s
(GCFA) 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. The Department had no significant unrelated business income during the years ended
December 31, 2008 and 2007.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and judgments that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and revenue and expenses recognized during the
reporting period. Actual results could differ from those estimates.
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HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD
OF GLOBAL MINISTRIES OF
THE UNITED METHODIST CHURCH

Notes to Financial Statements

December 31, 2008 and 2007

(e) Financial Instruments

Effective January 1, 2008, the Department adopted SFAS No. 157, “Fair Value
Measurements,” which established a framework for measuring fair value in accordance with
GAAP, and expands disclosures about the use of fair value measures. The adoption of SFAS
No. 157 did not have an impact on the Department’s financial position or operating results.
Assets recorded at fair value in the statements of financial position are categorized based on
the level of judgment associated with the inputs used to measure their fair value. Level
inputs, as defined by SFAS No. 157, are as follows:

Level 1 - Values are unadjusted quoted prices for identical assets in active markets
accessible at the measurement date.

Level 2 - Inputs include quoted prices for similar assets in active markets, quoted prices
from those willing to trade in markets that are not active, or other inputs that are
observable or can be corroborated by market data for the term of the instrument. Such
inputs include market interest rates and volatilities, spreads and yield curves.

Level 3 - Certain inputs are unobservable (supported by little or no market activity) and
significant to the fair value measurement. Unobservable inputs reflect the Department’s
best estimate of what hypothetical market participants would use to determine a
transaction price for the asset or liability at the reporting date.

The Department’s financial instruments consist of cash, investments, receivables, and
accounts payable. The recorded values of cash, receivables, and accounts payable
approximate their fair values based on their short-term nature. Investments are recorded at
fair value using Level 1 inputs.

Transactions with Related Entities

The Department is one of two functional areas of the Health and Relief Unit of the General
Board of Global Ministries of The United Methodist Church (GBGM), the second being the
UMCOR. Certain administrative responsibilities and expenses of the Department are provided
by GBGM through its financial services division. The value of such contributed service is not
material to the financial statements and is not included as either revenue or expense in the
accompanying statements of activities.

Funding for the Department’s operations is principally provided by other units of The United
Methodist Church. Allocations received from the General Funds of The United Methodist
Church are allocated to the Department based on a four-year budget developed from expected
projected program costs. The World Service Fund (World Services) provides the basic financial
resources for The United Methodist Church. The amount of the annual World Service budget,
the method by which it shall be apportioned to the annual conferences, and the plan of
distribution of World Service receipts among the World Service agencies is approved at each
quadrennial session of the General Conference.

-8-
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HEALTH AND WELFARE MINISTRIES
DEPARTMENT OF THE GENERAL BOARD
OF GLOBAL MINISTRIES OF
THE UNITED METHODIST CHURCH

Notes to Financial Statements

December 31, 2008 and 2007

Amounts received from the other United Methodist Church units accounted for 83% and 84% of
the Department’s total operating revenue in 2008 and 2007, respectively. The Department’s
continued existence at the present level is dependent upon The United Methodist Church’s future
financial support. The United Methodist Church’s support of the Department is dependent upon
contributions from its congregations (i.e., congregational participation in the apportionment
convenant).

Cash and cash equivalents at December 31, 2008 and 2007 include the Department’s
participation in a pooled cash management program, which is administrated by GBGM for
certain divisions, departments, and agencies. The pooled funds are invested principally in
interest-bearing demand notes and short-term time deposits. Interest income is allocated based
upon the weighted average percentage that the Department’s balance bears to the total of the
pool. At December 31, 2008, and 2007, the Department had $408,523 and $322,559,
respectively, in the pooled cash management program. During 2008 and 2007, the Department
earned $22,510 and $24,766 respectively, in interest income from its participation in the pooled
cash management program.

Investments

At December 31, 2008 and 2007, the cost and the fair value of investments are as follows:

2008 2007
Cost Fair Value Cost Fair Value
Short-term securities $ 47,517 $ 47,517 § 113905 § 113,905
Bond mutual fund 6,344,203 6,035,216 7,184,954 7,070,133
Common stocks 2.808.751 3.021.862 2,323,205 3.649.800
Total investments $9.200.471 $9.104,595 $9.622.064 $10.833.838







