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Independent Auditor’s Report

The Board of Directors
United Methodist Children’s Home and Subsidiaries
Montgomery, Alabama

Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of United Methodist Children’s Home
and Subsidiaries (the Home), which comprise the consolidated statements of financial position as of
December 31, 2019 and 2018, and the related consolidated statements of activities, functional expenses,
and cash flows for the years then ended, and the related notes to consolidated financial statements.
Management’s Responsibility for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated 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 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 audit to obtain reasonable assurance
about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditor’s judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation and fair presentation of the consolidated 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 entity’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
consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of United Methodist Children’s Home and Subsidiaries as of December 31, 2019 and
2018, and the results of their operations and their cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Montgomery, Alabama
May 15, 2020
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United Methodist Children's Home and Subsidiaries
Consolidated Statements of Financial Position
As of December 31, 2019 and 2018

Assets
2019
Assets
Cash
Accounts receivable
Investment securities
Interests in perpetual trusts
Other assets
Property and equipment, net
Total assets

$

2018

2,020,764
978,112
33,212,416
3,395,294
238,416
2,159,876
$ 42,004,878

$

890,653
1,255,386
27,676,909
2,989,532
2,301,175
1,585,015
$ 36,698,670

$

$

Liabilities and Net Assets
Liabilities
Accounts payable
Contribution payable
Accrued compensation
Notes payable
Deferred lease incentive
Total liabilities
Net Assets
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

217,795
130,642
218,184
74,809
95,624
737,054

30,697,532
10,570,292
41,267,824
$ 42,004,878

192,102
217,737
196,395
8,091
614,325

26,955,847
9,128,498
36,084,345
$ 36,698,670

The accompanying notes are an integral part of these consolidated financial statements.
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United Methodist Children's Home and Subsidiaries
Consolidated Statements of Activities
For the Years Ended December 31, 2019 and 2018

2019
Changes in Net Assets Without Donor Restrictions
Revenues, support, and gains
Direct public support
Annual giving
Estate gifts and trusts
Program service revenue
Grant income
Investment return (loss), net
Other income
Gain on disposition of assets
Assets released from restrictions
Total revenues, support, and gains
Expenses and losses
Program expenses
Residential
Foster care, family preservation, and adoption services
Total program expenses
Supporting services expenses
Management and general
Fundraising
Total supporting services expenses
Total expenses and losses

$

2,553,333
136,628
2,164,204
52,592
4,715,676
114,027
792,341
284,353
10,813,154

2018

$

2,428,785
956,266
2,606,455
(1,113,842)
304,989
453,805
269,309
5,905,767

2,620,876
2,444,998
5,065,874

2,771,201
2,688,483
5,459,684

1,398,917
606,678
2,005,595
7,071,469

1,004,115
482,359
1,486,474
6,946,158

Increase (Decrease) in Net Assets Without Donor Restrictions

3,741,685

(1,040,391)

Changes in Net Assets With Donor Restrictions
Investment return, net
Change in value of perpetual trusts held by others
Change in value of trusts held by others
Assets released from restrictions
Increase (Decrease) in Net Assets With Donor Restrictions

1,313,531
405,763
6,853
(284,353)
1,441,794

Increase (Decrease) in Net Assets

5,183,479

Net Assets at Beginning of Year
Net Assets at End of Year

36,084,345
$ 41,267,824

(373,096)
(206,072)
(5,838)
(269,309)
(854,315)
(1,894,706)
37,979,051
$ 36,084,345

The accompanying notes are an integral part of these consolidated financial statements.
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United Methodist Children's Home and Subsidiaries
Consolidated Statement of Functional Expenses
For the Year Ended December 31, 2019

Program

Salaries and wages
Other employee benefits
Payroll taxes
Accounting and agent fees
Consulting and legal fees
Supplies
Data and telephone
Postage and shipping
Occupancy
Equipment rental and maintenance
Printing and publications
Travel
Dues, memberships, and meetings
Insurance
Staff training
Bank charges and interest expense
Residents' other needs
Household supplies
Foster parent fees
Contribution
Depreciation
Accreditation
Totals

Residential
$ 1,289,136
229,916
92,017

Other
$ 1,393,853
210,169
102,012

18,530
72,552
1,042
141,869
34,589
3,471
93,523
2,812
131,913
5,051

24,468
39,863
1,192
87,340
22,441
2,217
134,703
2,567
86,437
11,082

374,083
19,775

102,446
2,925
183,781
8,905
28,464
133
$ 2,444,998

110,330
267
$ 2,620,876

Supporting Services
Management
and General
Fundraising
$
508,449
$
319,038
79,708
41,419
52,111
23,568
38,225
31,259
25,470
4,798
21,389
7,256
2,938
19,705
131,027
22,517
154,581
4,955
94,157
121,145
24,872
22,527
11,646
2,582
48,678
7,530
11,353
4,350
3,871
3,237
100

26,790
129,156
$

1,398,917

5,188
$

606,678

Total
$ 3,510,476
561,212
269,708
38,225
31,259
73,266
141,060
24,877
382,753
216,566
220,990
275,625
19,607
274,558
31,836
3,871
479,866
22,700
183,781
35,695
273,138
400
$ 7,071,469

The accompanying notes are an integral part of these consolidated financial statements.
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United Methodist Children's Home and Subsidiaries
Consolidated Statement of Functional Expenses
For the Year Ended December 31, 2018

Program

Salaries and wages
Other employee benefits
Payroll taxes
Accounting and agent fees
Consulting and legal fees
Supplies
Data and telephone
Postage and shipping
Occupancy
Equipment rental and maintenance
Printing and publications
Travel
Dues, memberships, and meetings
Insurance
Staff training
Bank charges and interest expense
Residents' other needs
Household supplies
Foster parent fees
Contribution
Depreciation
Accreditation
Totals

Residential
$ 1,328,942
239,241
93,238

Other
$ 1,303,549
194,793
95,380

19,446
87,903
691
175,001
39,387
40
111,952
2,068
128,985
3,598

27,929
41,529
1,244
104,870
19,558
1,534
117,784
974
91,790
8,347

403,030
24,864

95,161
1,247
285,938
265,737
27,255
3,864
$ 2,688,483

105,088
7,727
$ 2,771,201

Supporting Services
Management
and General
Fundraising
$
393,293
$
251,384
68,455
15,049
26,629
17,923
30,473
7,233
12,833
2,780
33,847
9,850
2,961
19,811
61,370
19,500
136,136
8,473
6,321
102,279
15,186
21,845
6,756
1,249
50,821
8,797
1,948
2,122
4,240
1,838

143,775
$ 1,004,115

1,297
$

482,359

Total
$ 3,277,168
517,538
233,170
30,473
7,233
62,988
173,129
24,707
360,741
203,554
110,174
266,767
11,047
280,393
16,015
4,240
500,029
26,111
285,938
265,737
277,415
11,591
$ 6,946,158

The accompanying notes are an integral part of these consolidated financial statements.
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United Methodist Children's Home and Subsidiaries
Consolidated Statements of Cash Flows
For the Years Ended December 31, 2019 and 2018
Increase (Decrease) in Cash and Cash Equivalents

Cash Flows From (Used For) Operating Activities
Change in net assets
Adjustments to reconcile change in net assets to net
cash from operating activities
Depreciation
Gain on disposition of property and equipment
Gain on disposition of investment property
Unrealized and realized (gain) loss on investment securities
Change in value of other assets and trusts
Net change in operating assets and liabilities
Accounts receivable
Accounts payable and accrued expenses
Contributions payable
Deferred revenue
Net cash (used for) from operating activities

2019

2018

$ 5,183,479

$ (1,894,706)

346,053
(5,444)
(786,880)
(5,422,894)
(343,003)

Cash Flows From (Used For) Investing Activities
Purchase of property and equipment
Proceeds from sale of property and equipment
Proceeds from sale of investment property
Purchase of investment securities
Proceeds from the sale and maturity of investment securities
Net cash from (used for) investing activities
Cash Flows From (Used For) Financing Activities
Payments on notes payable
Net cash used for financing activities
Net Increase (Decrease) in Cash and Cash Equivalents

402,416
(453,805)
2,205,915
147,134

277,274
(32,006)
(87,095)
95,624
(774,892)

(181,734)
(25,610)
217,737

(730,496)
6,400
2,754,327
(654,466)
541,853
1,917,618

(231,800)
1,500,683
(2,168,046)
314,309
(584,854)

(12,615)
(12,615)

(43,948)
(43,948)

417,347

1,130,111

(211,455)

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

890,653
$ 2,020,764

$

1,102,108
890,653

Supplemental Disclosures of Cash Flow Information
Cash paid during the period for interest

$

241

$

919

$

79,488
79,333
158,821

$
$

-

Noncash Investing and Financing Transactions
Constructions in progress purchased through accounts payable
Debt incurred to purchase vehicles
Total noncash investing and financing transactions

$

-

The accompanying notes are an integral part of these consolidated financial statements.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 1 - Nature of Operations and Summary of Significant Accounting Policies
Nature of operations - The United Methodist Children’s Home and Subsidiaries (the Home) is a not-forprofit corporation organized in 1890. The Home is a regional ministry serving abused, neglected, and
abandoned children from across Alabama and the Florida panhandle. The Home has ten locations in
Alabama and four locations in Florida.
The Home’s residential programs provide group home settings for children who can no longer live with their
parents or in a foster care setting. There are separate programs and locations that serve various needs
including children age 11 through 18, mothers age 14 through 20 with babies, and college students.
The Home offers additional nonresidential programs including foster care, family preservation, adoption
services, a teen center for tutoring youths who are in foster care, and transitional living programs.
Principles of consolidation - The consolidated financial statements include the accounts of United Methodist
Children’s Home and its wholly owned Subsidiaries, UMCH Services, LLC, UMCH Properties, LLC, UMCH
Investments, LLC, and UMCH Foundation. UMCH Properties, LLC includes its wholly owned Subsidiaries,
UMCH North Alabama, LLC, UMCH South Alabama, LLC, and UMCH West Florida, LLC. UMCH
Investments, LLC includes its wholly owned Subsidiary, UMCH Selma Leasehold, LLC. All material intraentity transactions have been eliminated.
Basis of presentation - The Home’s consolidated financial statements have been prepared in conformity
with accounting principles generally accepted in the United States of America. The Home’s net assets and
revenues, expenses, gains, and losses are classified based on the existence or absence of donor or grantor
imposed restrictions. Accordingly, net assets of the Home and changes therein are classified and reported
as follows:
Net assets without donor restrictions - Net assets available for use in general operations and not
subject to donor (or certain grantor) restrictions. The governing board has designated, from net
assets without donor restrictions, board-designated endowment funds.
Net assets with donor restrictions - Net assets subject to donor (or certain grantor) imposed
restrictions. Some donor-imposed restrictions are temporary in nature, such as those that will be
met by the passage of time or other events specified by the donor. Other donor-imposed
restrictions are perpetual in nature, where the donor stipulates that resources be maintained in
perpetuity. Gifts of long-lived assets and gifts of cash restricted for the acquisition of long-lived
assets are recognized as revenue when the assets are placed in service. Contributions restricted
by donors are reported as increases in net assets without donor restrictions if the restrictions expire
(that is, when a stipulated time restriction ends or purpose restriction is accomplished) in the
reporting period in which the revenue is recognized. All other donor-restricted contributions are
reported as increases in net assets with donor restrictions. When a restriction expires, net assets
with donor restrictions are reclassified to net assets without donor restrictions and reported in the
consolidated statements of activities as net assets released from restrictions.
Cash and cash equivalents - For cash flow statement purposes, the Home considers all highly liquid
investments that are readily convertible to known amounts of cash, and so near their maturities that they
present insignificant risk of changes in value because of changes in interest rates, to be cash equivalents.
The Home maintains its cash in deposit accounts at two banks. The cash in the accounts may at times
exceed federally insured limits. The Home believes it is not exposed to any significant credit risk on its
cash.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (continued)
Receivables - Receivables are stated at the amount management expects to collect from balances
outstanding at year end. Based on management’s assessment of the credit history with entities having
outstanding balances and relationships with them, it has concluded that all amounts are collectible. No
interest is accrued on receivables.
Property and equipment - Buildings, household furniture, office equipment, vehicles, and outside equipment
are carried at historical cost and are depreciated principally under the straight-line method over the
estimated useful lives of the respective assets. Buildings are depreciated over a period of five to 30 years,
furniture and equipment is depreciated over three to 20 years, and vehicles are depreciated over four to
five years. Land is recorded at cost. Major repairs are capitalized while normal repairs and maintenance
are expensed in the period incurred.
Contributed assets are recorded at their fair value on the date of the contribution.
Long-lived assets to be held and used are tested for recoverability whenever events or changes in
circumstances indicate that the related carrying amount may not be recoverable. When required,
impairment losses on assets to be held and used are measured based on the fair value of the asset, and
long-lived assets to be disposed of by sale are reported at the lower of the carrying amount or fair value
less cost to sell. At December 31, 2019 and 2018, management reviewed its long-lived assets used in
operations for impairment and determined there was no event or change in circumstances that indicated
impairment in value.
Other assets - Other assets consist primarily of real estate held for investment and interests in nonperpetual
trusts. Real estate is recorded at cost less accumulated depreciation. Interests in nonperpetual trusts are
recorded at fair value based on the present value of the expected future cash flows. Assets acquired by
gift or bequest are recorded at fair value based on the appraised value at the date acquired or the present
value of the expected future cash flows.
Interests in perpetual trusts held by others - The interests in perpetual trusts are recorded at fair value,
which is determined using the fair value of the assets held by the trusts.
Investments securities – Investment purchases are recorded at cost, or if donated, at fair value on the date
of donation. Thereafter, investments are reported at their fair values in the consolidated statements of
financial position. Net investment return/(loss) is reported in the consolidated statements of activities and
consists of interest and dividend income, realized and unrealized capital gains and losses, less external
investment expenses.
Investment securities valuation - In determining fair value, the Home utilizes valuation techniques that
maximize the use of observable inputs and minimize the use of unobservable inputs to the extent possible.
Investments in marketable securities traded on a national securities exchange and investments in United
States government securities are stated at fair value based on the last reported sales price on the valuation
date. The Home uses net asset values reported by fund managers as a practical expedient to report the
fair values of its investments held through limited partnerships and other funds.
Investment securities are exposed to various risks, such as interest rate, market, liquidity, valuation, and
credit. Due to the level of risk associated with certain investment securities and the level of uncertainty
related to changes in the value of investment securities, it is at least reasonably possible that changes in
risks in the near term would materially affect the amounts reported in the consolidated statements of
financial position and the consolidated statements of activities.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 1 - Nature of Operations and Summary of Significant Accounting Policies (continued)
Fair value measurements - The guidance related to fair value measurements and disclosures issued by the
Financial Accounting Standards Board (FASB) defines fair value as the price that would be received to sell
an asset or paid to transfer a liability in an orderly transaction between market participants at the
measurement date and sets out a fair value hierarchy. The fair value hierarchy gives the highest priority to
quoted prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to
unobservable inputs (Level 3). Inputs are broadly defined as assumptions market participants would use
in pricing an asset or liability. The three levels of the fair value hierarchy are described below:
Level 1 -

Unadjusted quoted prices in active markets for identical assets or liabilities that the Home
has the ability to access at the measurement date.

Level 2 -

Inputs other than quoted prices within Level 1 that are observable for the asset or liability,
either directly or indirectly; and fair value is determined through the use of pricing models,
price matrices, value of similar assets or underlying assets, or other valuation methodologies.

Level 3 -

Inputs are unobservable for the asset or liability and include situations where there is little, if
any, market activity for the asset or liability. The inputs into the determination of fair value
are based upon the best information in the circumstances and may require significant
management judgment or estimation.

Income taxes - The Home is exempt from federal and state income taxes under the provisions of Internal
Revenue Code Section 501(c)(3) except amounts representing unrelated business income. During 2018,
unrelated business income was derived from the leasing of debt-financed commercial real property. The
debt was paid in full during 2018 and therefore no unrelated business income was reported for 2019. The
Home recorded net income tax expense of $90,447 related to this activity for the year ended
December 31, 2018. The Home believes that it has appropriate support for any tax positions taken, and as
such, does not have any uncertain tax positions that are material to the consolidated financial statements.
Use of estimates - The preparation of consolidated financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ
from those estimates.
Revenue recognition - Program service revenue is recognized in the period in which the Home provides
the services. Direct public support and gifts and legacies are recognized when the Home receives the
contribution, or in the period in which it receives an unconditional promise to give. For contributions
received through agency or intermediary transactions, the Home recognizes the revenue when the recipient
organization receives the contribution from the donor.
Reclassification - Certain 2018 amounts were reclassified in order to conform to the 2019 presentation.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 2 - Liquidity and Availability of Financial Assets
Financial assets available for general expenditure, that is, without donor or other restrictions limiting their
use, within one year of December 31, 2019 comprise, the following:
Cash
Accounts receivable
Distributions from trust held by others
Distributions from perpetual trusts
Endowment spending rate distributions and appropriations
Total

$ 1,990,764
948,112
1,500
83,227
1,767,402
$ 4,791,005

The Home’s endowment funds consist of donor-restricted endowments and funds designated by the Board
as endowments. Income from donor-restricted endowments is restricted for specific purposes, with the
exception of the amounts available for general use. Donor-restricted endowment funds are not available
for general expenditure. The board-designated endowment of $26,208,653 is subject to an annual spending
rate as described in Note 18. Although the Home does not intend to spend from this Board designated
endowment (other than amounts appropriated for expenditure as part of the Board’s annual budget approval
and appropriation) these amounts could be made available, if necessary.
Note 3 - Receivables
Receivables are composed of the following at December 31:

Program services
Contributions
Grants
Other
Totals

$

$

2019
311,818
636,962
19,629
9,703
978,112

$

2018
462,663
724,932

67,791
$ 1,255,386

Note 4 - Investment Securities
The Home has invested in four private funds managed by Wespath, a division of the General Board of
Pensions and Health Benefits of the United Methodist Church.
The Home’s investment in these funds are as follows at December 31:

Fixed income fund
Inflation protection fund
U.S. equity fund
International equity fund
Totals

2019
$ 7,874,476
3,082,627
15,931,754
6,323,559
$ 33,212,416

2018
$ 7,257,416
2,875,136
12,432,392
5,111,965
$ 27,676,909
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 4 - Investment Securities (continued)
The following tables present the composition of all investments held by the funds, by investment type, for
each of the Wespath funds as of December 31 (unaudited):
Fixed
Income
Fund
December 31, 2019
U.S. Government and
Federal Agency obligations
Domestic corporate and other bonds
Inflation protected securities
Other fixed income securities
Domestic equity securities
International fixed income securities
International equities
Private equity and
real estate partnerships
Real assets
Futures contracts and other
derivative securities
Cash equivalent securities

33.29%
39.72%
5.69%
0.02%
27.87%

U.S. Equity
Fund

International
Equity
Fund

7.79%
51.41%
7.63%
85.72%
24.45%
6.05%

97.63%

6.62%
1.73%
0.03%
(6.62%)
100.00%
Fixed
Income
Fund

December 31, 2018
U.S. Government and
Federal Agency obligations
Domestic corporate and other bonds
Inflation protected securities
Other fixed income securities
Domestic equity securities
International fixed income securities
International equities
Private equity and
real estate partnerships
Real assets
Futures contracts and other
derivative securities
Cash equivalent securities

Inflation
Protection
Fund

26.80%
38.34%
6.38%
0.01%
28.12%

0.36%
6.63%
100.00%
Inflation
Protection
Fund

0.03%
1.58%
100.00%

U.S. Equity
Fund

0.02%
2.35%
100.00%
International
Equity
Fund

8.38%
52.31%
8.07%
84.38%
24.17%
6.56%

96.48%

6.98%
1.97%
0.01%
0.34%
100.00%

(0.81%)
5.91%
100.00%

(0.08%)
2.16%
100.00%

(0.05%)
3.57%
100.00%
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 5 - Interest in Perpetual Trusts Held by Others
The Home is the beneficiary of various trusts created by donors, the assets of which are not in the
possession of the Home. The Home has legally enforceable rights or claims to the income of the trusts.
The change in value related to the interest in perpetual trusts held by others is reported in net assets with
donor restrictions based on explicit donor-stipulations. The fair value at December 31, 2019 and 2018 is
$3,395,294 and $2,989,532, respectively.
Note 6 - Other Assets
Interest in trust held by others
Investment in commercial real estate held for lease,
net of accumulated depreciation of $500,000 in 2018
Other
Totals

$

2019
111,235

$

127,181
238,416

$

2018
104,382

2,000,000
196,793
$ 2,301,175

Note 7 - Property and Equipment
Property and equipment consist of the following at December 31:

Land and paving
Buildings
Household furniture
Office equipment
Vehicles and outside equipment
Construction in progress
Less accumulated depreciation
Totals

$

$

2019
641,565
2,588,554
518,193
275,826
502,116
627,080
2,993,458
2,159,876

$

$

2018
681,929
2,588,554
456,330
272,558
346,234
4,290
2,764,880
1,585,015

Note 8 - Contribution Payable
In July 2018, the Home entered into a three-year charitable collaboration agreement with an unrelated
501(c) 3 organization to provide transitional housing and support services for children and youth with autism
spectrum disorder and support for families of such children and youth through a facility known as Overton
Place. The Home is providing the facility at no cost. The in-kind donation of the Home’s facility is
considered to be unconditional. Thus, the fair value of the promise to give is recorded as a contribution
payable and reflected in the consolidated statements of financial position. The estimated annual rental
value of this property is $96,000.
Note 9 - Note Payable - Line of Credit
The Home maintained a bank line of credit with a $300,000 borrowing limit. The line was unsecured and
accrued interest at a variable rate. Interest was due monthly and the principal and any unpaid interest was
due and payable in full at maturity. At December 31, 2018, the outstanding balance on the line of credit was
$0. The line of credit matured in August 2019 and was not renewed.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 10 - Notes Payable
The Home has entered into several loan agreements for the purchase of vehicles. At December 31, 2019
and 2018, the balance of these loans was $74,809 and $8,091, respectively. The outstanding loans at
December 31, 2019 bear interest rates of 4.14% with monthly principal and interest payments totaling
$1,688, maturing October 2023. The loans are secured by the vehicles.
Maturities of notes payable are estimated as follows:

Year Ending December 31
2020
2021
2022
2023
Total

Amount
18,435
18,435
18,666
19,273
$
74,809

$

Total interest expense for all debt was $241 and $919 for the years ended December 31, 2019 and 2018,
respectively.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 11 - Net Assets
2019
Subject to Expenditure for Specified Purpose
FOCUS program
Total
Endowments
Subject to the passage of time
Interest in trusts held by others
Subject to future appropriation
Restricted by donors for
Scholarships
Education
Recreation
Medical
General use
Beneficial interest in perpetual trusts for
Scholarships
Babies First
General use
Restricted by donors in perpetuity for
Scholarships
Education
Recreation
Medical
General use
Total
Total net assets with donor restrictions

$

60,000
60,000

2018
$

90,000
90,000

111,235

104,382

2,511,609
39,561
16,733
10,665
50,435

1,494,150
25,681
10,862
6,923
32,208

62,339
14,162
3,318,793

53,250
11,927
2,924,355

4,258,252
37,095
15,690
10,000
53,723
10,510,292
$ 10,570,292

4,258,252
37,095
15,690
10,000
53,723
9,038,498
$ 9,128,498

Net assets were released from donor restriction by incurring expenses satisfying the restricted purpose in
the amount of $284,353 and $269,309 for 2019 and 2018, respectively.
The Home has board-designated assets of $26,208,653 and $21,732,325 for 2019 and 2018, respectively,
which are available for general expenditure.
Note 12 - Investment Return
Net investment return/(loss) is reported in the consolidated statements of activities and consists of income
from investment securities (interest and dividend income, realized and unrealized capital gains and losses)
less external investment expenses and certain rental income, net of expenses.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 12 - Investment Return (continued)
Investment return for December 31, 2019 is composed of the following:

Investment securities
Rental income, net of
expenses of $392,053
Investment return, net

Without Donor
Restrictions
$
4,798,449

$

(82,773)
4,715,676

With Donor
Restrictions
$ 1,313,531

$

Total
6,111,980

$

$

(82,773)
6,029,207

With Donor
Restrictions
$
(373,096)

$

Total
(1,593,064)

$

$

106,126
(1,486,938)

1,313,531

Investment return for December 31, 2018 is composed of the following:

Investment securities
Rental income, net of
expenses of $503,279
Investment loss, net

Without Donor
Restrictions
$
(1,219,968)

$

106,126
(1,113,842)

(373,096)

Note 13 - Leases as Lessor
The Home has commercial land leases, expiring through 2032, located in Selma, Alabama.
The following is a schedule by years of estimated future minimum rentals under the leases at
December 31, 2019:
Year Ended December 31
2020
2021
2022
2023
2024
Thereafter
Total

Amount
$
43,923
43,923
48,315
48,315
48,315
2,346,776
$
2,579,567
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 14 - Leases as Lessee
The Home leases various properties, including its headquarters office, under noncancelable (*) operating
leases with expiration dates through 2025. Total lease expense for 2019 and 2018 was $297,811 and
$95,326, respectively.
The following is a schedule by years of estimated future minimum rentals under the leases at
December 31, 2019:
Year Ending December 31
2020
2021
2022
2023
2024
Thereafter
Total

Amount
318,657
310,637
249,152
216,882
200,529
161,196
$ 1,457,053
$

Included among the leases is the Home’s former headquarters office, which is being leased through
November 2025 as a condition of its sale. The former headquarters office is being subleased to a thirdparty through March 2024.
The following is a schedule by years of the estimated future rental payments/receipts specific to the former
headquarters.
Rental
Rental
Year Ending December 31
Payments
Receipts
2020
$
159,600
$
158,175
2021
170,202
169,019
2022
173,622
170,259
2023
177,042
170,259
2024
180,576
42,565
Thereafter
161,196
Totals
$ 1,022,238
$
710,277
(*) In the event that the sub lessee terminates its lease during the term of the Home’s lease of its current
headquarters, the Home has the right to terminate its current headquarters lease with 60 days’ notice.
Note 15 - Functional Allocation of Expense
The cost of providing various programs and other activities has been presented on a functional basis in the
consolidated statements of activities. Accordingly, certain costs have been allocated among the programs
and supporting services benefited. The expenses that are allocated include depreciation and occupancy,
which are allocated on a square footage basis, as well as salaries and wages, benefits, payroll taxes,
professional services, office expenses, information technology, insurance, and other, which are allocated
on the basis of estimates of time and effort.
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United Methodist Children’s Home and Subsidiaries
Notes to Consolidated Financial Statements
December 31, 2019 and 2018
Note 16 - Tax-Deferred Annuity Plan
The Home maintains a tax-deferred annuity plan qualified under Section 403(b) of the Internal Revenue
Code. Eligible employees may make contributions to the plan up to the maximum amount allowed by the
Internal Revenue Code. An employee must have one year of service to be eligible for the employer's
matching contribution. The Home matches a portion of the employees' contribution up to 3.00% of the
employees’ compensation. The Home also may make a contribution ranging from 3.00% to 5.00% based
on each eligible employee’s compensation and years of service. Total expense recorded for the Home was
$171,554 for 2019 and $167,300 for 2018.
Note 17 - Concentration of Support
The Home receives a substantial amount of its support from with the Alabama Department of Human
Resources and the Florida Department of Children and Families. A significant reduction in the level of this
support may have an effect on the Home’s programs and activities.
Note 18 - Endowment
The Home’s endowment consists of approximately 25 individual funds established for a variety of purposes,
including the provision of support for scholarships, children’s medical expenses, recreation, and other
program services. Its endowment includes both donor-restricted endowment funds and funds designated
by the Board of Directors to function as endowments. Net assets associated with endowment funds are
classified and reported based on the existence or absence of donor-imposed restrictions.
Relevant law - The Board of Directors of the Home has interpreted the Alabama Uniform Prudent
Management of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the
original gift as of the gift date of the donor-restricted endowment funds absent explicit donor-stipulations to
the contrary. As a result of this interpretation, the Home classifies as in perpetuity (a) the original value of
gifts donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent
endowment, and (c) accumulations to the permanent endowment made in accordance with the direction of
the applicable donor gift instrument at the time the accumulation is added to the fund. The remaining
portion of the donor-restricted endowment fund that is not retained in perpetuity is subject to appropriation
for expenditure in a manner consistent with the standard of prudence prescribed by UPMIFA.
In accordance with UPMIFA, the Home considers the following factors in making a determination to
appropriate or accumulate donor-restricted endowment funds:
1.
2.
3.
4.
5.
6.
7.

The duration and preservation of the fund.
The purpose of the Home and the donor-restricted endowment fund.
General economic conditions.
The possible effect of inflation and deflation.
The expected total return from income and the appreciation of investments.
Other resources of the Home.
The investment policies of the Home.

17

United Methodist Children’s Home and Subsidiaries
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December 31, 2019 and 2018
Note 18 - Endowment (continued)
Endowment net asset composition by type of fund as of December 31, 2019:
Without Donor
Restrictions
Donor-restricted endowment funds
Original donor restricted gift amount
and amounts required to be maintained
in perpetuity by donor
Accumulated investment earnings
Board-designated endowment funds
Total funds

$
$

26,208,653
26,208,653

With Donor
Restrictions

Total

$

7,881,289
2,629,003

$

$

10,510,292

$

7,881,289
2,629,003
26,208,653
36,718,945

$

Total
30,770,823

Changes in endowment net assets for the year ended December 31, 2019:

Endowment net assets, beginning of year
Investment return
Investment earnings
Net appreciation (realized and unrealized)
Total investment return
Change in value of trusts held by others
Board-designated addition
Appropriation of endowment
assets for expenditure
Endowment net assets, end of year

Without Donor
Restrictions
$ 21,732,325

With Donor
Restrictions
$
9,038,498

511,741
4,245,536
4,757,277

136,171
1,177,360
1,313,531

647,912
5,422,896
6,070,808

412,616

412,616
6,551

6,551

$

(287,500)
26,208,653

$

(254,353)
10,510,292

$

(541,853)
36,718,945

Endowment net asset composition by type of fund as of December 31, 2018:
Without Donor
Restrictions
Donor-restricted endowment funds
Original donor restricted gift amount
and amounts required to be maintained
in perpetuity by donor
Accumulated investment earnings
Board-designated endowment funds
Total funds

$
$

21,732,325
21,732,325

With Donor
Restrictions

Total

$

7,468,674
1,569,824

$

$

9,038,498

$

7,468,674
1,569,824
21,732,325
30,770,823
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Note 18 - Endowment (continued)
Changes in endowment net assets for the year ended December 31, 2018:

Endowment net assets, beginning of year
Investment return
Investment earnings
Net depreciation (realized and unrealized)
Total investment return
Change in value of trusts held by others
Board-designated addition
Appropriation of endowment
assets for expenditure
Endowment net assets, end of year

Without Donor
Restrictions
$ 21,474,621

With Donor
Restrictions
$
9,862,813

424,235
(1,701,074)
(1,276,839)

$

131,744
(504,840)
(373,096)

555,979
(2,205,914)
(1,649,935)

(211,910)

(211,910)
1,609,543

1,609,543

$

(75,000)
21,732,325

$

Total
31,337,434

(239,309)
9,038,498

$

(314,309)
30,770,823

From time to time, certain donor-restricted endowment funds may have fair values less than the amount
required to be maintained by donors or by law (underwater endowments). The Home has interpreted
UPMIFA to permit spending from underwater endowments in accordance with prudent measures required
under law. The Home did not have any underwater endowments for the years ended December 31, 2019
and 2018.
Return objectives and risk parameters - The Home has adopted investment and spending policies for
endowment assets that attempt to provide a predictable stream of funding to programs supported by its
endowment while seeking to maintain the purchasing power of the endowment assets. Endowment assets
include those assets of donor-restricted funds that the Home must hold in perpetuity or for a donor-specified
period(s) as well as board-designated funds. Under this policy, as approved by the Board of Directors, the
endowment assets are invested in a manner that is intended to assume moderate level of investment risk
while producing results that exceed the price and yield results of the following benchmarks as applicable:
Russell 3000, the MSCI EAFF, MSCI Emerging Markets Index, and Barclay’s Aggregate Bond Index. The
Home expects its endowment funds, over time, to provide an average annual rate of return that exceeds
the Consumer Price Index (CPI) by 6%. Actual returns in any given year may vary from this amount. The
investment policies related to the Home’s beneficial interests in perpetual trusts are determined by the
Trustees of those perpetual trusts rather than the Home.
Strategies employed for achieving objectives - To satisfy its long-term rate of return objectives, the Home
relies on a total return strategy in which investment returns are achieved through both capital appreciation
(realized and unrealized) and current yield (interest and dividends). The Home targets a diversified asset
allocation that places a greater emphasis on equity-based investments to achieve its long-term return
objectives within prudent risk constraints.
Spending policy and how the objectives relate to spending policy - The Home has a policy of appropriating
for distribution each year up to 6% of its endowment fund’s average fair value as of June 30 for the three
years preceding the calendar year in which the distribution is planned. In establishing this policy, the Home
considered the long-term expected return on its endowment. Although 6% is the allowed amount, the
current acknowledged practice is to distribute only 4.5%. The intent is, over the long-term, to allow the
endowment to grow at an average of 2% annually, which is consistent with the Home’s objective to maintain
the purchasing power of the endowment assets as well as to provide additional real growth through new
gifts and investment return.
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Note 19 - Change in Accounting Principle
In 2019, the Home adopted Financial Accounting Standards Board (FASB) Accounting Standards Update
(ASU) 2014-09, Revenue from Contracts with Customers (Topic 606) (ASU 2014-09) and FASB ASU 201808, Not-For-Profit Entities (Topic 958): Clarifying the Scope and the Accounting Guidance for Contributions
Received and Contributions Made (ASU 2018-08). These two ASUs were adopted together because they
both establish standards for characterizing grants and similar contracts with resource providers as either
exchange transactions or conditional contributions. Adopting one ASU without the other would leave the
accounting for some ongoing grants and contracts unresolved. The adoption of the new guidance had no
impact on the Home’s revenues, receivables, and contract liabilities.
Note 20 - Effect of New Accounting Pronouncement
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which amended existing guidance
that requires lessees recognize the following for all leases (with the exception of short-term leases) at the
commencement date (1) A lease liability, which is a lessee's obligation to make lease payments arising
from a lease, measured on a discounted basis; and (2) A right of use asset, which is an asset that represents
the lessee's right to use, or control the use of, a specified asset for the lease term. Under the new guidance,
lessor accounting is largely unchanged. Certain targeted improvements were made to align, where
necessary, lessor accounting with the lessee accounting model and Topic 606, Revenue from Contracts
with Customers. This ASU will be effective for the fiscal year ending December 31, 2020. Lessees (for
capital and operating leases) and lessors (for sales-type, direct financing, and operating leases) must apply
a modified retrospective transition approach for leases existing at, or entered into after, the beginning of
the earliest comparative period presented in the consolidated financial statements. The modified
retrospective approach would not require any transition accounting for leases that expired before the
earliest comparative period presented. Lessees and lessors may not apply a full retrospective transition
approach. The Home is currently evaluating the impact the adoption of this guidance will have on its
consolidated financial statements.
Note 21 - Commitments
The Home is in the process of rebuilding its Mobile facility. Construction costs to date, which have been
capitalized as construction in progress, are $627,080 as of December 31, 2019. The Home expects the
additional costs to complete the project will be approximately $2,270,437.
In relation to the construction project, the Home entered into a mortgage agreement with The AlabamaWest Florida United Methodist Development Fund, Inc in the amount of $1,000,000. The Home had not
drawn on the mortgage as of December 31, 2019. Subsequent to year end, the mortgage was cancelled.
The Home subsequently entered into a line of credit to finance the construction of the facility. The line of
credit has a $1,500,000 borrowing limit. The line is secured by the Home’s interest in one of its perpetual
trusts whose value exceeds the line of credit. The line accrues interest at an annual rate of 3.25%. Interest
is due monthly and the principal and any unpaid interest is due and payable in full at maturity. The current
line of credit has a maturity of September 2020.
Note 22 - Subsequent Events
The Home has evaluated events through May 15, 2020, which is the date these consolidated financial
statements were available to be issued.
All subsequent events requiring recognition as of
December 31, 2019, have been incorporated into these consolidated financial statements.
In January 2020, the Home entered into an affiliation agreement with the Nellie Burge Community Center,
Inc., an Alabama nonprofit corporation d/b/a Mary Ellen’s Hearth. The Home assumed operations of Mary
Ellen’s Hearth effective January 1, 2020.
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Note 22 - Subsequent Events (continued)
The Home established the UMCH Foundation (the Foundation), a not-for-profit corporation, in November
2019. The Home is the sole member of the Foundation. The Foundation had no activity for the year ended
December 31, 2019. In February 2020, the Home transferred substantially all of its Endowment
investments to the Foundation.
On January 30, 2020, the World Health Organization declared the coronavirus outbreak a "Public Health
Emergency of International Concern" and on March 10, 2020, declared it to be a pandemic. Actions taken
to help mitigate the spread of the coronavirus include restrictions on travel, and quarantines in certain areas,
and forced closures for certain types of public places and businesses. The coronavirus and actions taken
to mitigate it have had and are expected to continue to have an adverse impact on the economies and
financial markets of the geographical area in which the Home operates. While it is unknown how long these
conditions will last and what the complete financial effect will be to the Home, to date, the Home has
experienced a decrease in the fair value of its investments. Also, a reduction in direct public support and
the level of support from the Home’s concentration of revenues with the Alabama Department of Human
Resources and the Florida Department of Children and Families could impact the Home’s programs and
activities.
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Independent Auditor’s Report on Supplementary Information

The Board of Directors
United Methodist Children’s Home and Subsidiaries
Montgomery, Alabama

We have audited the consolidated financial statements of United Methodist Children’s Home and
Subsidiaries (the Home) as of and for the years ended December 31, 2019 and 2018, and our report thereon
dated May 15, 2020, which contains an unmodified opinion on those consolidated financial statements,
appears on page 1. Our audit was conducted for the purpose of forming an opinion on the consolidated
financial statements as a whole. The supplementary information on pages 23 through 25 is presented for
purposes of additional analysis of the consolidated financial statements rather than to present the financial
position, results of operations, and cash flows of the individual entities, and it is not a required part of the
consolidated 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 consolidated
financial statements. The consolidating information has been subjected to the auditing procedures applied
in the audit of the consolidated 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 consolidated financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the consolidating information is fairly stated in all material respects in relation to
the consolidated financial statements as a whole.

Montgomery, Alabama
May 15, 2020
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United Methodist Children's Home and Subsidiaries
Consolidating Statement of Financial Position
As of December 31, 2019

Assets
UMCH
(Endowment)
Cash and cash equivalents Accounts
receivable
Investment securities
Interests in perpetual trusts
Other assets, net
Investment in UMCH Services, LLC
Investment in UMCH Properties, LLC
Property and equipment, at cost
Land and paving
Buildings
Household furniture
Office equipment
Vehicles and outside equipment
Construction in progress
Less accumulated depreciation
Total property and equipment
Total assets

$
$

33,212,416

UMCH
Services, LLC
2,020,764
$
978,112

UMCH
UMCH
Properties, LLC Investments, LLC
$
-

3,395,294
238,416

$

$

41,267,824

$

518,193
275,826
464,628
627,080
688,439
1,197,288
7,829,874

(7,092,820)
(962,588)

Totals
2,020,764
978,112
33,212,416
3,395,294
238,416
-

(8,055,408)

641,565
2,588,554
518,193
275,826
502,116
627,080
2,993,458
2,159,876
42,004,878

$

-

7,092,820
962,588

$

Eliminations

641,565
2,588,554

37,488

$

2,305,019
962,588
962,588

$

-

$

$

See Independent Auditor's Report on Supplementary Information.
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Liabilities and Net Assets
UMCH
(Endowment)
Liabilities
Accounts payable
Contribution payable
Accrued compensation
Notes payable
Deferred revenue
Total liabilities

Net Assets
Without donor restrictions
With donor restrictions
Total net assets
Total liabilities and net assets

UMCH
Services, LLC
$

$

$

30,697,532
10,570,292
41,267,824
41,267,824

$

UMCH
Properties, LLC

217,795
130,642
218,184
74,809
95,624
737,054

3,526,291
3,566,529
7,092,820
7,829,874

UMCH
Investments, LLC
$

Eliminations

Totals

-

$

-

-

$

962,588

-

$

$

962,588
962,588

-

$

$

(4,488,879)
(3,566,529)
(8,055,408)
(8,055,408)

$

217,795
130,642
218,184
74,809
95,624
737,054

30,697,532
10,570,292
41,267,824
42,004,878
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UMCH
(Endowment)
Changes in Net Assets Without Donor Restrictions
Revenues, support, and gains
Direct public support
Annual giving
Estate gifts and trusts
Program service revenue
Grant income
Investment return (loss), net
Other income
Gain on disposition of assets
Assets released from restrictions
Total revenues, support, and gains

$

$

4,757,278

254,353
5,011,631

Expenses and losses
Program expenses
Supporting services
Management and general
Fundraising
Total expenses and losses
Increase (Decrease) in Net Assets Without Donor Restrictions

2,553,333
136,628
2,164,204
52,592
33,335
114,027
5,536
30,000
5,089,655

UMCH
Properties, LLC

81,000

Eliminations

Totals

(246,750)

2,553,333
136,628
2,164,204
52,592
4,715,676
114,027
792,341
284,353
10,813,154

138,793

(165,750)

5,065,874

3,099

(81,000)

1,398,917
606,678
7,071,469
3,741,685

$
$

1,395,818
606,678
7,095,327
(2,005,672)

81,000
4,930,631

UMCH
Investments, LLC

$

5,092,831

Changes in Net Assets With Donor Restrictions
Investment return, net
Loss on perpetual trusts held by others
Loss on other assets
Assets released from restrictions
Increase in Net Assets With Donor Restrictions

(74,937)

246,750
569,361

217,444

$

816,111

142,507

(246,750)

(246,750)

141,892
674,219

142,507

1,313,531

1,313,531
405,763
6,853
(284,353)
1,441,794

405,763
6,853
(30,000)
382,616

(254,353)
1,059,178

Change in Equity Subsidiaries

(352,028)

Increase (Decrease) in Net Assets
Net Assets at Beginning of Year
Assets Transferred During the Year
Net Assets at End of Year

UMCH
Services, LLC

$

352,028

5,637,781

(1,623,056)

36,084,345

4,969,531

(454,302)
41,267,824

$

3,746,345
7,092,820

$

674,219

142,507

1,144,844

2,293,061

(856,475)
962,588

$

(2,435,568)
-

352,028

5,183,479

(8,407,436)

$

(8,055,408)

36,084,345

$

41,267,824

See Independent Auditor's Report on Supplementary Information.
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