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INDEPENDENT AUDITOR’S REPORT

To the Board of Trustees
United Methodist Foundation of West Virginia, Inc.
Charleston, West Virginia
We have audited the accompanying financial statements of United Methodist Foundation of West
Virginia, Inc. (the Foundation), which comprise the statement of assets, liabilities, and net assets - modified
cash basis as of December 31, 2016, and the related statement of revenue, expenses, and change in net
assets - modified cash basis for the year then ended, and the related notes to the financial statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the modified cash basis of accounting as described in Note 1; this includes determining
that the modified cash basis of accounting is an acceptable basis for the preparation of the financial
statements in the circumstances. Management is also responsible for the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation of 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 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 from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the 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 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 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 financial statements referred to above present fairly, in all material respects, the
assets, liabilities, and net assets of United Methodist Foundation of West Virginia, Inc. as of December 31,
2016, and its revenue, expenses, and change in net assets for the year then ended in accordance with the
modified cash basis of accounting as described in Note 1.

gandkcpas.com

Gibbons & Kawash, A.C.
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Basis of Accounting
We draw attention to Note 1 of the financial statements, which describes the basis of accounting. The
financial statements are prepared on the modified cash basis of accounting, which is a basis of accounting
other than accounting principles generally accepted in the United States of America. Our opinion is not
modified with respect to this matter.

Charleston, West Virginia
December 18, 2017

gandkcpas.com

Gibbons & Kawash, A.C.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
STATEMENT OF ASSETS, LIABILITIES AND NET ASSETS MODIFIED CASH BASIS
December 31, 2016

ASSETS
Cash
Investments
Prepaid expenses and other assets
Office furniture and equipment, net of
accumulated depreciation of $188,557
Total assets

$ 1,162,751
91,364,093
5,180
19,803
$ 92,551,827

LIABILITIES AND NET ASSETS
Unremitted payroll taxes
Custodial accounts held for others
Gift annuities payable
Unitrusts payable
Total liabilities
Net assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

The accompanying notes are an integral part of these financial statements.

$

1,246
36,751,877
858,086
2,327,619
39,938,828

2,926,402
11,538,837
38,147,760
52,612,999
$ 92,551,827
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS MODIFIED CASH BASIS
Year Ended December 31, 2016

Revenues:
Contributions
Investment income, net of investment
and bank fees
Administrative fees, custodial and
annuity funds
Net assets released from restrictions:
Purpose restrictions accomplished
Administrative fees
Total revenues
Expenses:
Distributions to agencies and others
Management and general expenses
Total expenses
Excess of revenues over expenses
Net assets, beginning of year,
as previously reported
Prior year adjustment-correction of error
Net assets, beginning of year,
as adjusted
Net asset transfers from affiliates
Net assets, end of year

Unrestricted

Temporarily
Restricted

Permanently
Restricted

$

$

$

162,251

7,320

272,299

Total
$

441,870

688,771

3,133,230

-

3,822,001

286,336

-

-

286,336

272,299

4,550,207

1,305,581
392,157
2,835,096

(1,305,581)
(392,157)
1,442,812

1,568,798
823,292
2,392,090

-

-

1,568,798
823,292
2,392,090

443,006

1,442,812

272,299

2,158,117

1,581,708
872,452

11,253,869
(1,160,437)

38,084,894
(298,322)

50,920,471
(586,307)

2,454,160

10,093,432

37,786,572

50,334,164

29,236

2,593

88,889

120,718

$ 2,926,402

$ 11,538,837

$ 38,147,760

$ 52,612,999

The accompanying notes are an integral part of these financial statements.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS

1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANTACCOUNTING POLICIES
Description of Organization
The United Methodist Foundation of West Virginia, Inc. (the Foundation) was established by the
West Virginia Conference of the United Methodist Church in 1974. The West Virginia Conference
serves most of West Virginia and Garrett County, Maryland. The Foundation assists local United
Methodist Churches and Conference-related institutions, agencies, mission projects and special
ministries, by raising, managing and distributing funds for the benefit of United Methodist causes. The
Foundation accomplishes its mission through a ministry to individuals, families, local churches and the
Conference-related ministries.
Basis of Accounting
The Foundation’s financial statements have been prepared on the modified cash basis of
accounting, which is a comprehensive basis of accounting other than accounting principles generally
accepted in the United States of America. Under this basis, certain revenues and the related assets
are recognized when received, and certain expenses are recognized when paid. This basis differs from
generally accepted accounting principles which require that revenues be recognized when earned
rather than when received, and that expenses be recognized when the obligation is incurred rather than
when paid. In addition, the Foundation recognizes obligations under split interest agreements equal to
the carrying value of the related assets, whereas generally accepted accounting principles require that
obligations under split interest agreements be reported at the present value of the expected future cash
outflows.
Cash
Cash consists primarily of demand deposits. Cash with donor-imposed restrictions that limit its use
to long-term investment is classified as long-term investments. The Foundation places its cash with
high-credit quality financial institutions. At times, the balances in such institutions may exceed the FDIC
limit.
Investments
Investments are reported at fair value. Fair value is 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. See Note 4 for discussion of fair value measurements.
Office Furniture and Equipment
Office furniture and equipment are recorded at cost, less accumulated depreciation. Depreciation
has been calculated on a straight-line basis over the estimated useful lives of the assets, which range
from 3 to 5 years. Property and equipment purchases of more than $500 are capitalized and
depreciated.
Custodial Accounts Held For Others
Custodial accounts held for others represent deposits held by the Foundation on behalf of others
for investment purposes. These accounts are governed by agreements whereby the funds may be
withdrawn by the depositor or directed to another custodian upon delivery of written notice to the
Foundation in accordance with the terms of the underlying agreement. The income from these deposits
is added to the principal balance or distributed in accordance with the underlying agreement. Upon
withdrawal, the depositor is entitled to the market value in the account.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Split-Interest Agreements
The Foundation has beneficial interests in various donor-established charitable remainder trusts
and charitable gift annuities. Assets received under such agreements are recorded at the original
amount contributed, less any payments made to the extent such payments exceed actual income
earned. A designated fund has been established by the Foundation in the event that payments made
to an annuitant exceed the original amount contributed by the donor and any investment income
earned. The market value of the designated fund was $14,944 for the year ended December 31, 2016.
Contributions
Contributions are measured at fair value on the date received and are reported as increases in net
assets. The Foundation reports gifts of cash and other assets as restricted support if they are received
with donor stipulations that limit the use of the donated assets. When a donor restriction expires, that
is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted
net assets are reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions.
Transfers of assets to the Foundation from an organization determined to be financially interrelated,
whereby the organization specifies itself as the beneficiary, have been accounted for as equity
transactions. Such transfers are presented as “net asset transfers from affiliates” in the accompanying
statement of revenues, expenses, and changes in net assets.
Net Assets
The Foundation has classified its net assets and its revenues, gains, and losses based on the
existence or absence of donor-imposed restrictions. Below is a summary of these classifications:
Unrestricted: Net assets that are not subject to donor-imposed stipulations.
Temporarily restricted: Net assets subject to donor-imposed stipulations that are fulfilled by
actions of the Foundation or expire by the passage of time. Temporarily restricted net assets
consist principally of donor-imposed stipulations related to scholarships, various church
projects, or capital projects.
Permanently restricted: Net assets subject to donor-imposed stipulations that neither expire
through the passage of time nor by actions of the Foundation. Such assets consist of
endowments which are subject to the restrictions of gift instruments requiring that the principal
be invested in perpetuity.
Recent Accounting Pronouncements
The Financial Accounting Standards Board has issued guidance removing the requirement to
categorize within the fair value hierarchy investments for which fair value is measured using the net
asset per share practical expedient. The Foundation has adopted this guidance effective January 1,
2016. As a result of the adoption of this standard, certain investments valued at net asset value have
been removed from the fair value hierarchy in Note 4 and presented separately in the table.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

1 - DESCRIPTION OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Use of Estimates
The preparation of financial statements in conformity with the modified cash basis of accounting
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.
Income Taxes
United Methodist Foundation of West Virginia, Inc., is exempt from income taxes under Section
501(c)(3) of the Internal Revenue Code, and is classified as other than a private foundation.
Subsequent Events
The date through which events occurring after December 31, 2016, have been evaluated for
possible adjustment to or disclosure in the financial statements is December 18, 2017, which is the
date on which the financial statements were available to be issued.
2 - LONG-TERM INVESTMENTS
The function of the Foundation is to provide for the effective and economical receipt, investment
and disbursement of funds held to benefit local churches, institutions and other ministries. This is
accomplished primarily by pooling the various funds for purposes of investment. Although funds within
the Foundation each have specific purposes and may each have unique rules governing their
management, the overall intent is to provide a sound, long-term base for the development and funding
of ministry throughout the Foundation.
Consistent with the purpose of the Foundation, the investment goals are to provide for the longterm growth of assets while providing for increase in future income. The Trustees of the Foundation are
responsible for setting and directing the investment policy and for monitoring the disbursement of funds
to ensure that distributions are consistent with established guidelines and procedures for each fund.
The Trustees have delegated the responsibility of overseeing the management of the Foundation’s
assets to an Investment Committee.
While there are numerous “trusts” and “accounts” managed by the Foundation within the total
assets, for investment and analytical purposes, distinct portions or subdivisions of the assets are
recognized and desirable. Certain assets are given with the understanding that they are designated for
the use of one or more charitable agency or agencies. Other assets are either undesignated or
designated for the furtherance of administrative activities rather than for the use of specified agencies
or local churches. These subdivisions will have different investment objectives.
From an overall perspective, the Investment Committee has established several objectives for the
Foundation’s investment program. Those objectives are:
1. Capital Appreciation. The primary objective shall be the long-term growth of the Fund’s
assets. It is recognized that short-term fluctuations may result in the loss of capital earned
on occasion. However, in the absence of contributions and withdrawals, the asset value of
the Fund should grow in the long run and earn rates of return greater than those of an
appropriate market index through capital appreciation and reinvestment of dividends.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

2 - LONG-TERM INVESTMENTS (Continued)
2. Generating income to provide for current needs as directed by donors and as designated
by the Board of Trustees for grants to agencies it serves or for the administration of the
Foundation.
3. Maintaining and enhancing principal for generating future income and for conserving
principal entrusted to the Foundation for perpetual support to the agencies/churches and
purposes it serves. Asset growth, exclusive of contributions and withdrawals, should
exceed the rate of inflation as measured by the Consumer Price Index (CPI).
4. Providing for possible emergency needs of the agencies it serves and/or the administration
of the Foundation.
5. Safety of Capital. The final objective shall be to preserve the value of the Foundation’s
assets by earning a positive return over the investment time horizon.
Substantially all of the Foundation’s assets are invested in investment funds of Wespath Investment
Management (Wespath), a division of Wespath Benefits and Investments, a general agency of the
United Methodist Church. Wespath’s mission is to assist eligible institutional investors in meeting their
investment objectives while adhering to the Social Principles of the United Methodist Church.
Investments consisted of the following at December 31, 2016:
Wespath Investment Funds:
Fixed Income Fund
Short Term Investment Fund
Inflation Protection Fund
International Equity Fund
U.S. Equity Fund
Multiple Asset Fund
Fixed income:
FNMA’s, GNMA’s, FHLMC’s

$ 35,375,545
4,170,446
8,197,186
7,613,906
32,390,672
3,500,805
115,533
$ 91,364,093

The significant investment objectives and strategies of the Wespath Funds are as follows:






Fixed Income Fund seeks to earn current income while preserving capital by primarily investing
in a diversified mix of fixed income instruments.
Short Term Investment Fund seeks to preserve capital while earning current income higher
than money market funds through exposure to short-term fixed income securities.
Inflation Protection Fund invests approximately 80-90% of its assets in fixed income
instruments and gains exposure to the commodities market by holding futures, with up to 10%
invested in a combination of real assets and alternative investments.
International Equity Fund is comprised primarily of non-U.S. equities and equity index futures
and seeks a favorable long-term rate of return from a broadly diversified portfolio of non-U.S.
equities of developed and lesser developed (emerging market) countries.
U.S. Equity Fund seeks to attain long-term capital appreciation available from a broadly
diversified portfolio of primarily U.S. domiciled publicly owned companies, and to a lesser
extent, U.S. privately owned companies, U.S. private real estate and U.S. equity index futures.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

2 - LONG-TERM INVESTMENTS (Continued)


Multiple Asset Fund is a balanced, broadly diversified, multiple-asset-class fund of funds that
seeks to attain current income and capital appreciation by investing in four other Wespath
funds: 40% U.S. Equity Fund, 25% International Equity Fund, 25% Fixed Income Fund, and
10% Inflation Protection Fund.

To facilitate the pooling of funds with different investment objectives, these investments are
allocated among four internal investment pools maintained by the Foundation, as follows:
Fixed Income Fund – This Fixed Income Fund has a targeted asset allocation of 100% fixed
income, and is invested in the Wespath Fixed Income and Short Term Investment Funds.
Moderate Balanced Fund - The Moderated Balanced Fund has a targeted asset allocation of
50% equity and 50% fixed income, and is invested in the Wespath Fixed Income, Inflation
Protection, International Equity, and U.S. Equity Funds.
Conservative Balanced Fund - The Conservative Balanced Fund has a targeted asset
allocation of 40% equity and 60% fixed income, with holdings in the Wespath Fixed Income,
Inflation Protection, International Equity, and U.S. Equity Funds.
Aggressive Balanced Fund – The Aggressive Balanced Fund has a targeted asset allocation
of 65% equity and 35% fixed income, and is currently invested in the Wespath Multiple Asset
Fund and cash equivalents.
At December 31, 2016, investments by investment pool, are as follows:
Fixed Income Fund
Moderate Balanced Fund
Aggressive Balanced Fund
Conservative Balanced Fund
Other investments

$

8,229,938
71,895,285
3,500,805
7,622,532
115,533

$ 91,364,093
Investment income reported in the accompanying statement of revenues and expenses consists of
the following at December 31, 2016:
Interest and dividends, net of investment and bank
fees of $4,263
Unrealized appreciation
Net realized gains
Net investment income

$

1,127,749
2,677,052
17,200

$

3,822,001

In addition, investment income allocated to custodial, unitrust, and annuity accounts was
$2,632,156 for the year ended December 31, 2016.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

3 - ENDOWMENT
The Foundation’s investments include endowment funds established by donors for a variety of
purposes. Net assets associated with endowment funds are classified and reported based on the
existence or absence of donor-imposed restrictions.
The Board of Trustees of the Foundation has interpreted the West Virginia 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 Foundation classifies as permanently restricted net
assets (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 classified in permanently
restricted net assets is classified as temporarily restricted net assets until those amounts are
appropriated for expenditure by the organization in a manner consistent with the standard of prudence
prescribed by UPMIFA. The Foundation has not adopted a general spending rate policy to govern
endowment appropriations, but rather looks to the provisions of each donor agreement to determine
annual disbursements from each fund.
Endowment net asset composition by type of fund as of December 31, 2016 is as follows:

Donor restricted
endowment funds

Unrestricted

Temporarily
Restricted

Permanently
Restricted

Total

$

$ 10,661,653

$38,147,760

$48,809,413

-

Changes in endowment net assets for the year ended December 31, 2016, is as follows:
Temporarily
Restricted

Permanently
Restricted

Total

-

$ 8,992,306
-

$38,084,894
(298,322)

$47,077,200
(298,322)

-

3,194,292
-

-

(1,322,825)

-

(1,322,825)

-

(202,120)
-

88,889

(202,120)
88,889

-

$10,661,653

$38,147,760

$48,809,413

Unrestricted
Endowment net assets,
January 1, 2016
Prior period adjustment
Investment return, including
investment income, realized and
unrealized gains and losses
Contributions
Appropriation of endowment
assets for expenditure
Other changes:
Reclassifications
Net asset transfers from affiliates
Endowment net assets,
December 31, 2016

$

$

272,299

3,194,292
272,299
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

3 - ENDOWMENT (Continued)
Endowment net assets by type of restriction are comprised of the following as of December 31,
2016:
Permanently restricted:
The portion of perpetual endowment funds that
is required to be retained permanently by
explicit donor stipulation or UPMIFA

$ 38,147,760

Temporarily restricted:
The portion of perpetual endowment funds subject
to a time restriction under UPMIFA:
Without purpose restrictions
With purpose restrictions
Total endowment funds classified
as temporarily restricted net assets

$ 2,527,501
8,134,152
$ 10,661,653

4 - FAIR VALUE MEASUREMENTS
The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (level 1 measurements) and the lowest
priority to unobservable inputs (level 3 measurements). The three levels of fair value hierarchy are
described as follows:
Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the entity can access at the measurement date.
Level 2 - Inputs to the valuation methodology include:





quoted prices for similar assets or liabilities in active markets;
quoted prices for identical or similar assets or liabilities in inactive markets;
inputs other than quoted prices that are observable for the asset or liability;
inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must be observable
for substantially the full term of the asset or liability.
Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.
The asset or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement. Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

4 - FAIR VALUE MEASUREMENTS (Continued)
The Foundation’s investment in Wespath Funds (the Funds) is valued at net asset value (NAV) as
reported by the Funds on a daily basis where the Foundation has the ability to redeem on a near term
basis at NAV. The NAV, as provided by the Funds, is used as a practical expedient to estimate fair
value. The NAV is based on the fair value of the underlying investments held by the Fund less its
liabilities. This practical expedient is not used when it is determined to be probable that the fund will
sell the investment for an amount different than the reported NAV. The Foundation has no unfunded
commitments with regard to these funds.
Assets measured at fair value on a recurring basis consisted of the following at December 31, 2016:
Level 1
Fixed income

$

115,533

Total assets in the fair value hierarchy

$

115,533

Investments measured at NAV:
Westpath Investment Funds (1)
Total investments at fair value
(1)

Total
$

115,533
115,533
91,248,560

$ 91,364,093

Investments in Westpath Investment Funds that are measured at net asset value per share equivalent are not classified in
the fair value hierarchy. The fair value amounts presented are intended to reconcile the fair value hierarchy to the line item
presented in the statement of assets, liabilities, and net assets - modified cash basis.

5 - RETIREMENT PLAN
The Foundation participates in a defined contribution retirement plan which covers substantially all
full-time employees of the United Methodist Church and its affiliates. The Foundation makes monthly
contributions to the Plan based on 9% of regular salary of participants. The Foundation’s pension
expense was $23,255 for the year ended December 31, 2016.
6 - OPERATING LEASE
The Foundation leases its office facilities from St. Marks United Methodist Church on a month-tomonth basis. Rent expense was $12,099 for the year ended December 31, 2016.
7 - ADMINISTRATIVE FEES
The Foundation charged an annualized administrative fee equal to 0.75% of account value to each
account during 2016. Administrative fees charged to trust funds are reported under net assets released
from restrictions, and administrative fees charged to custodial, annuity, and unitrust accounts are
reported as a separate revenue item in the accompanying statements of revenues, expenses and
changes in net assets - modified cash basis. For the year ended December 31, 2016, the total
administrative fee charged to all trusts, custodial, annuity, and unitrusts was $678,493.
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UNITED METHODIST FOUNDATION OF WEST VIRGINIA, INC.
NOTES TO FINANCIAL STATEMENTS
(Continued)

8 - PRIOR PERIOD ADJUSTMENT
The Foundation has determined that certain amounts that had been included in the net assets of
the Foundation in prior years, should have been classified as custodial accounts held for others. The
Foundation also determined that certain contributions received in prior years were incorrectly classified
as temporarily restricted or permanently restricted in prior year financial statements, but should have
been classified as unrestricted. These adjustments decreased temporarily restricted net assets by
$1,160,437 and permanently restricted net assets by $298,322, increased unrestricted net assets by
$872,452, and increased the liability for custodial accounts held for others by $586,307, as of January
1, 2016.

