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~
ORN E LLP
s GPAs & Business Advisors

N

INDEPENDENT AUDITOR’S REPORT

To the Council on Finance and Administration
Memphis Conference ~ The United Methodist Church

We have audited the accompanying statement of assets, liabilities and fund balances excluding
property and related long term debt — modified cash basis of the Memphis Conference — The
United Methodist Church Treasurer’s Office as of December 31, 2007, and the related statement
of revenue, expenditures and changes in fund balances — modified cash basis for the year then
ended. These financial statements are the responsibility of the Conference’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit 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 audit provides a reasonable basis for our opinion.

It is the Conference’s policy to present its financial statements in conformity with the policies
described in Note 1. Accordingly, the accompanying financial statements are not intended to
present financial position and results of operations in conformity with accounting principles
generally accepted in the United States of America.

As also described in Note 1, the financial statements exclude property and related long-term
debt.

In our opinion, except for the effect on the statements of the matter referred to in the preceding
paragraph, the financial statements referred to above present fairly, in all material respects, the
assets, liabilities and fund balances of The United Methodist Church Treasurer’s Office as of
December 31, 2007 and its revenue and expenses for the year then ended, on the basis of
accounting described in Note 1.

oo 127

Jackson, Tennessee
April 1, 2008
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MEMPHIS CONFERENCE
THE UNITED METHODIST CHURCH TREASURER’S OFFICE
Year Ended December 31, 2007

NOTES TO FINANCIAL STATEMENTS

Note 1. Summary of Significant Accounting Policies

Nature of Operations

The Memphis Conference Treasurer’s Office is the administrative and fiscal office, which
oversees the budgeting and expenditures for the broader program and mission concerns of 460
United Methodist Churches in West Tennessee and West Kentucky.

Investments

Investments are carried at cost.

Basis of Accounting

The Memphis Conference policy is to prepare its financial statements on a modified cash basis
that includes recording of certain receivables and payables as described below. Under this basis,
revenue is generally recognized when collected rather than when earned, and expenditures are
generally recognized when paid rather than when the related liability is incurred. Consequently,
accounts receivable, accounts payable and accrued expenses, other than those mentioned below,
are not included in the financial statements.

The accompanying financial statements exclude property and related long-term debt. The
modified cash basis of accounting generally would include property, at its cost or market value at
the time of gift or acquisition, less an allowance for depreciation, together with its related debt.

All remittances received after December 31, 2007, and through the close of business on January
5, 2008, which were applicable to 2007, have been recorded as receivables at December 31,
2007, and included in revenue for the year then ended. All expenditures paid through January
16, 2008, which were applicable to 2007, have been recorded as liabilities at December 31, 2007,
and included in expenses for the year then ended.

Transfers To and From Conference Reserve

Transfers to and from conference reserve represent reclassification of budget excesses and
deficiencies for the year ended December 31, 2007.

Note 2. Investments

The carrying value and approximate market value of investments at December 31, 2007 are as
follows:

Approximate
Cost Market
Nashville Area United Foundation $ 2624618 $ 312164

Total $ 2624618 $ 312164
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MEMPHIS CONFERENCE
THE UNITED METHODIST CHURCH TREASURER’S OFFICE
Year Ended December 31, 2007

NOTES TO FINANCIAL STATEMENTS

Note 3. Pension Plans

The Conference participates in two defined benefit pension plans; the Clergy Retirement
Security Program (“CRSP”) covers service on or after January 1, 2007 and the Supplement One
to the Clergy Retirement Security Program (“Pre-1982 Plan™) covers substantially all United
Methodist clergy for service prior to 1982. Both plans are a multi-employer defined benefit
pension plan administered by the General Board of Pensions of The United Methodist Church.
A portion of the plans covers the clergy of the Memphis Annual Conference. Contributions are
determined annually, within certain guidelines, by the Annual Conference using the RP2000
Mortality Table with a seven percent interest assumption.

The actuarial valuation of the Memphis Annual Conference’s portion of the plans as of
December 31, 2007 provides the following information:

CRSP Pre-1982 Plan
Contributions $ 1,289,049 § -

The Conference also has a defined contribution plan covering substantially all lay employees.
The total expense for this plan for the year ended December 31, 2007 was $28,646. The
Conference contributed nine percent of each covered employee’s salary to the plan.

Note 4. Source of Revenue

Revenue to the Conference newspaper includes United Methodist Reporter subscription receipts
of $24,651 and advertising revenue of $6,490. Group insurance revenue includes billing receipts
of $2,053,774; earnings of $54,105; and prior year receipts of $87.

Note 5. Concentrations of Credit Risk Arising from Cash Deposits in Excess of Insured
Limits

The Conference maintains its cash balances in two financial institutions. The balances are
insured by the Federal Deposit Insurance Corporation up to $100,000. At December 31, 2007,
the Conference’s uninsured cash balances totaled $2,080,275. The cash balances are classified
on the balance sheet as cash, investments or cash held for insurance claims.

The Conference maintains investment balances with the Nashville Area United Foundation,
which invests those funds at various brokerage firms. These balances are uninsured. These
investments total $2,624,618 at December 31, 2007.
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MEMPHIS CONFERENCE
THE UNITED METHODIST CHURCH TREASURER’S OFFICE
Year Ended December 31, 2007

NOTES TO FINANCIAL STATEMENTS

Note 6. Uncertainty

The Memphis Conference of the United Methodist Church has been named in a lawsuit where
the Plaintiff has not specified the amount of the damages. The case is still in very early
discovery. The Conference has an insurance policy that provides coverage for this claim. The
Conference has some risk for a verdict in excess of its policy limits; however, the extent of that
exposure and risk cannot be determined at this time.



