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CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditors' Report

The Executive Committee
United Methodist Communications of
The United Methodist Church and

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

We have audited the accompanying consolidated statements of financial position of United Methodist
Communications of The United Methodist Church and subsidiaries (UMCom) as of December 31, 2008
and 2007, and the related consolidated statements of activities and cash flows for the years then ended.
These consolidated financial statements are the responsibility of UMCom’s management. Our
responsibility is to express an opinion on these consolidated 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 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 consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of United Methodist Communications of The United
Methodist Church and subsidiaries as of December 31, 2008 and 2007, and the consolidated changes in
their net assets and their consolidated cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic consolidated financial
statements taken as a whole. The supplemental information included in Schedules 1 — 3 is presented for
purposes of additional analysis and is not a required part of the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audits of the basic consolidated
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
consolidated financial statements taken as a whole.

M“"/ ."AM, £C.

May 25, 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



UNITED METHODIST COMMUNICATIONS

OF THE UNITED METHODIST CHURCH AND SUBSIDIARIES

Consolidated Statements of Financial Position ;

December 31, 2008 and 2007

Assets

Cash and cash equivalents $

Invested in General Council on Finance and Administration
(GCFA) short-term pooled investment fund

Accrued World Service

Accounts receivable, net

Pledges receivable

Inventory

Capitalized productions, net

Productions in process

Prepaid expenses

Property, plant, and equipment, net

Investments
Total assets $
Liabilities and Net Assets
Liabilities:
Accounts payable and accrued liabilities $

Deferred income
Total liabilities

Net assets:
Unrestricted:
Undesignated
Designated by Board
Designated for plant facilities

Total unrestricted net assets

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets $

See accompanying notes to consolidated financial statements.

2008 2007
1,000 1,000
2,441,582 4,146,432
5,056,679 4,934,818
634,537 474,018
4,425 6,450
340,850 183,777
5,400 12,600
37,991 29,830
132,933 131,449
2,630,690 2,730,021
13,132,769 14,872,635
24,418,856 27,523,030
1,163,980 1,406,881
49,461 75.807
1,213,441 1,482,688
13,427,202 14,459,719
6,666,508 7,498,203

2,630,690 2,730,021
22,724,400 24,687,943
443,100 1,329,809
37,915 22,590
23205415 26,040,342
24,418,856 27,523,030




UNITED METHODIST COMMUNICATIONS
OF THE UNITED METHODIST CHURCH AND SUBSIDIARIES

Consolidated Statements of Activities and Changes in Net Assets
Years ended December 31, 2008 and 2007

2008
Temporarily Permanently
Unrestricted restricted restricted Total
Revenue:
General church funds:
World Service $ 10,682,433 — — 10,682,433
World Service for Igniting Ministry 6,056,165 — — 6,056,165
World Service for Central
Conference Communications 235,521 — — 235,521
World Service for Igniting Ministry
Youth 117,760 — —_ 117,760
Connectional Giving Interpretation — 631,454 — 631,454
17,091,879 631,454 — 17,723,333
Contract productions 513,756 — — 513,756
Contract productions - COGS (299,526) — — (299,526)
Film rental and sales 166,863 — — 166,863
Film rental and sales - COGS (76,715) — — (76,715)
Igniting Ministry products 19,912 — — 19,912
Igniting Ministry products - COGS (18,521) — — (18,521)
Software and technology sales 1,020,802 — — 1,020,802
Software and technology sales - COGS (807,298) — — (807,298)
Reimbursement from Benefit Trust 694,472 — — 694,472
. Agency group insurance distribution 179,529 — — 179,529
Uniform Staff Pension Fund Distribution 453,356 — — 453,356
Magarine sales 34,131 — — 34,131
Magazine advertisements 414,460 — — 414,460
Magazine advertisements - COGS (27,817 —_— — 27,817y
Calendar sales 601,311 — — 601,311
Calendar sales - COGS (131,917) — _ (131,917)
Other income 225,893 — — 225,893
Kingswood 15,325 — — 15,325
Foundation:
Contributions 140,378 196,639 15,325 352,342
Interest and dividend income 61,655 — — 61,655
Realized loss on investments (205,367) — — (205,367)
Unrealized loss on investments (655,561) — — (655,561)
Interest and dividend income 395,625 — — 395,625
Realized loss on investments (1,188,368) — —_ (1,188,368)
Unrealized loss on investments (1,919,902) —_ — (1,919,902)
Net assets released from restrictions 1,714,802 (1,714,802) — —
Total revenue 18,413,157 (886,709) 15,325 17,541,773
Expenses:
Program 8,477,357 —_ — 8,477,357
Igniting Ministry — media purchases 5,763,339 — — 5,763,339
Central Conference Communications 359,731 — — 359,731
Igniting Ministry — youth 19,443 — — 19,443
Connectional Giving Interpretation 1,525,916 — —_— 1,525,916
General administration 3,901,282 — — 3,901,282
Foundation 313,497 — — 313,497
Kingswood 16,135 — — 16,135
Total expenses 20,376,700 _— — 20,376,700
Changes in net assets (1,963,543) (886,709) 15,325 (2,834,927)
Net assets at beginning of year 24,687,943 1,329,809 22,590 26,040,342
Net assets at end of year $ 22,724,400 443,100 37915 23,205,415

See accompany notes to consolidated financial statements

(Continued)



UNITED METHODIST COMMUNICATIONS
OF THE UNITED METHODIST CHURCH AND SUBSIDIARIES

Consolidated Statements of Activities and Changes in Net Assets
Years ended December 31, 2008 and 2007

2007
Temporarily Permanently
Unrestricted restricted restricted Total
Revenue:
General church funds:
World Service $ 10,833,183 — — 10,833,183
World Service for Igniting Ministry 5,618,507 — — 5,618,507
World Service for Central
Conference Communications 228,252 — — 228,252
World Service for Igniting Ministry
Youth 114,126 — — 114,126
Connectional Giving Interpretation — 1,110,873 — 1,110,873
16,794,068 1,110,873 — 17,904,941
Contract productions 462,977 — — 462,977
Contract productions - COGS (204,368) — — (204,368)
Film rental and sales 217,276 — — 217,276
Film rental and sales - COGS (114,097) — — (114,097)
Igniting Ministry products 36,237 — — 36,237
Igniting Ministry products - COGS (11,294) — —_ (11,294)
Software and technology sales 1,177,972 — — 1,177,972
Software and technology sales - COGS (963,026) — — (963,026)
Reimbursement from Benefit Trust 656,957 —_ — 656,957
Agency group insurance distribution 179,529 — — 179,529
Uniform Staff Pension Fund Distribution 455,713 — — 455,713
Magazine sales 63,327 — —_ 63,327
Magazine advertisements 370,996 — — 370,996
Magazine advertisements - COGS (23,304) — — (23,304)
Calendar sales 615,134 — — 615,134
Calendar sales - COGS (126,160) — — (126,160)
Other income 167,683 —_ — 167,683
Kingswood 75,507 — — 75,507
Foundation:
Contributions 167,015 61,709 — 228,724
Interest and dividend income 60,854 — —_ 60,854
Realized gain on investments 59,275 — — 59,275
Unrealized loss on investments (84,962) — — (84,962)
Interest and dividend income 646,222 — — 646,222
Realized gain on investments 501,194 — —_— 501,194
Unrealized loss on investments (192,684) — — (192,684)
Net assets released from restrictions 1,670,297 (1,670,297) — —_
Total revenue 22,658,338 (497,715) — 22,160,623
Expenses:
Program 8,688,894 — — 8,688,894
Igniting Ministry — media purchases 4,870,523 —_ — 4,870,523
Central Conference Communications 147,170 — — 147,170
Igniting Ministry — youth . 218,063 — — 218,063
Connectional Giving Interpretation 1,577,425 — — 1,577,425
General administration 3,470,530 _ — 3,470,530
Foundation 231,327 — — 231,327
Kingswood 79,962 — — 79,962
Total expenses 19,283,894 — — 19,283,894
Changes in net assets 3,374,444 (497,715) —_ 2,876,729
Net assets at beginning of year 21,313,499 1,827,524 22,590 23,163,613
Net assets at end of year $ 24,687,943 1,329,809 22,590 26,040,342

See accompany notes to consolidated financial statements



UNITED METHODIST COMMUNICATIONS
OF THE UNITED METHODIST CHURCH AND SUBSIDIARIES

Consolidated Statements of Cash Flows
Years ended December 31, 2008 and 2007

2008 2007
Cash flows from operating activities:
Change in net assets $ (2,834,927) 2,876,729
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation and amortization 465,288 454,303
Unrealized loss on investments 2,575,463 277,646
Net realized loss (gain) on sale of investments 1,393,735 (560,469)
Gain on disposal of assets (1,802) (845)
Changes in assets and liabilities:
Accrued World Service (121,861) 142,644
Accounts and pledges receivable (158,494) (19,263)
Inventory (157,073) 17,653
Productions in process (8,160) 24,941
Prepaid expenses (1,484) 41,411
Accounts payable and accrued liabilities (242,901) (1,016,278)
Deferred income (26,346) 13,346
Net cash provided by operating activities 881,438 2,251,818
Cash flows from investing activities:
Decrease in GCFA short-term pooled investment fund 1,704,350 848,861
Purchases of investments (2,324,807) (2,322,590)
Sales of investments 95,475 84,546
Purchases of property and equipment and capitalized productions (358,756) (863,480)
Proceeds from sale of property and equipment and
capitalized productions 1,800 845
Net cash used in investing activities (881,438) (2,251,818)
Net change in cash — -
Cash and cash equivalents at beginning of year 1,000 1,000
Cash and cash equivalents at end of year 1,000 1,000

See accompanying notes to consolidated financial statements.
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UNITED METHODIST COMMUNICATIONS
OF THE UNITED METHODIST CHURCH AND SUBSIDIARIES

Notes to Consolidated Financial Statements

December 31, 2008 and 2007

Organization and Purpose of the Organization

United Methodist Communications of The United Methodist Church (UMCom) provides
leadership for the church through communications initiatives that promote local, national, and
global ministry. Such leadership ministry is most efficient when performed at a national level and
in a coordinated way. UMCom serves The United Methodist Church (the Church) with
communication products, programs, and services to enable more effective ministry. It takes into
account the needs of the world’s people, responding by providing information that encourages
spiritual growth, commitment, and transformation individually and in the global community.
UMCom provides a portal to the World Wide Web for the Church; speaks to the world at large on
behalf of the Church through television and radio; publishes journals that support the growth of
local church leaders and provides practical ideas for church life; provides independent news
coverage of what the Church is doing; shares stories of ministries in ways that increase giving and
commitment to the Church; responds to requests for information about the Church; resources
annual conference communications efforts; and provides video and television production services
and video resources for group study.

Summary of Significant Accounting Policies

The consolidated financial statements have been prepared on the accrual basis of accounting.
UMCom’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, fund
accounting is the procedure by which resources for various purposes are classified into funds
that are in accordance with activities or objectives of UMCom. Separate accounts are
maintained for each fund.

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

Unrestricted — Net assets that are not subject to donor-imposed restrictions. UMCom
has chosen to provide further classification information about unrestricted net assets
on the consolidated statement of financial position. The subclassifications are as
follows:

Undesignated: Comprised of cumulative unrestricted results of unrestricted
activities of UMCom.
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UNITED METHODIST COMMUNICATIONS
OF THE UNITED METHODIST CHURCH AND SUBSIDIARIES

Notes to Consolidated Financial Statements

December 31, 2008 and 2007

Designated by Board for Connectional Giving Interpretation: Comprised of
funds set aside by the General Conference to be used for promotional activities
to interpret the purpose of general funds of the church.

Designated by Board: Comprised of funds set aside by the General Conference
to be used for specific activities within general guidelines established by
UMCom.

Designated for Plant Facilities: Represents the net investment in land,
buildings, and equipment.

Temporarily restricted — Net assets subject to donor-imposed stipulations that will be
met either by actions of UMCom and/or the passage of time.

Permanently restricted — Net assets subject to donor-imposed stipulations that they be
maintained permanently by UMCom. Generally, the donors of these assets permit
UMCom to use all or part of the income earned on related investments for general or
specific purposes.

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.

Principles of Consolidation

The consolidated financial statements include the financial statements of UMCom and its
wholly owned or controlled subsidiaries, Kingswood Production, Inc. (Kingswood) and The
Foundation for United Methodist Communications (UMCom Foundation). Kingswood was
established on August21, 1963 to provide media productions to entities outside of the
United Methodist Church. UMCom Foundation was established on October 19, 1996,
exclusively for the benefit of, to perform the functions of, and to carry out the purposes of
UMCom. The financial statements of UMCom Foundation are provided in supplemental
schedules 1 and 2 for informational purposes. These financial statements are not a required
part of the basic financial statements. All significant intercompany balances and transactions
among UMCom, Kingswood, and UMCom Foundation have been eliminated in
consolidation. ’

Use of Estimates

The preparation of the consolidated financial statements requires management of UMCom to
make a number of estimates and assumptions relating to the reported amount of assets and
liabilities and the disclosure of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenue and expenses during the period.
Significant items subject to such estimates and assumptions include the carrying amount of
property, plant, and equipment and productions in process; valuation allowances for
receivables and inventories; and assets and obligations related to employee benefits. Actual
results could differ from those estimates.
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UNITED METHODIST COMMUNICATIONS
OF THE UNITED METHODIST CHURCH AND SUBSIDIARIES

Notes to Consolidated Financial Statements

December 31, 2008 and 2007

Cash and Cash Equivalents

UMCom considers all highly liquid interest bearing instruments purchased with original
maturities of three months or less at date of purchase to be cash equivalents.

Investment in GCFA Short-Term Pooled Investment Fund

The operating cash requirements of many entities of the Church are managed on a central
basis by the General Council on Finance and Administration of the United Methodist Church
(GCFA). When an organization has surplus cash, it is deposited with GCFA for investment.
When additional cash is required, it is advanced by GCFA.

The amount invested with GCFA consists of UMCom’s portion of the short-term investment
portfolio managed by GCFA on behalf of certain general agencies and related organizations
and is reported at fair value. GCFA allocates interest earned on such short-term investments
to the general agencies and related organizations.

General Church Fund Allocation

Funding for UMCom’s operations is principally provided by allocations received from the
General Funds of the Church, which are allocated to UMCom based on a four-year budget
developed from projections of expected program costs. UMCom’s continued existence is
dependent upon the Church’s future support. The Church’s future support is dependent upon
contributions from its congregations.

Accounts Receivable

Trade accounts receivable are recorded at the invoiced amount and do not bear interest. The
allowance for doubtful accounts is UMCom’s best estimate of the amount of probable credit
losses in UMCom’s existing accounts receivable. UMCom determines the allowance based
on historical write-off experience. Account balances are charged off against the allowance
after all means of collection have been exhausted and the potential for recovery is considered
remote.

Inventory

Inventory consists of printed and promotional materials and videos and is stated at the lower
of cost (first-in, first-out) or market.

Capitalized Productions and Production in Process

Costs incurred for productions having an estimable future service life have been capitalized.
Depreciation for capitalized productions is based upon the estimated future service life and
future estimated revenue on an individual production basis. Capitalized productions are
generally depreciated over a one- to four-year period. Costs related to productions not
having an estimable future service life are expensed currently, and revenue is recognized as
earned.

Productions produced under contract, principally for other agencies of the Church, are
accounted for by the completed contract method.






