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INDEPENDENT AUDITOR'S REPORT 

 
 
To the Board of Trustees 
  of The United Methodist Children’s Home of the North Georgia Conference 
    d/b/a Wellroot Family Services: 
 
Report on the Financial Statements  
 
 We have audited the accompanying financial statements of The United Methodist Children’s Home of 
the North Georgia Conference d/b/a Wellroot Family Services (a nonprofit organization), which comprise the 
statement s of financial position as of June 30, 2021 and 2020 and the related statements of activities, functional 
expenses, and cash flows for the years then ended June 30, 2021 and 2020, 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 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 
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 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 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 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 
financial position of the United Methodist Children’s Home of the North Georgia Conference d/b/a Wellroot 
Family Services as of June 30, 2021 and 2020 and the changes in its net assets and its cash flows for the years 
then ended in accordance with accounting principles generally accepted in the United States of America. 

 
 

Atlanta, Georgia 
November 15, 2021
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STATEMENT S OF FINANCIAL POSITION 
JUNE 30, 2021 AND 2020 

__________  
 
 

2021 2020

Cash and cash equivalents $ 601,106        $ 191,675        

Grants receivable 483,442        625,305        

Prepaid expenses and other assets 311,286        321,810        

Promissory notes receivable 158,800        358,437        

Investments 93,447,389    75,637,996    

Cash restricted for long term purposes 34,099          34,099          

Property and equipment, net 30,647          40,143          

Total assets $ 95,066,769    $ 77,209,465    

Liabilities:
Accounts payable $ 206,794        $ 224,281        

Accrued payroll 75,578          68,667          

Accrued pension payable 89,862          71,684          

Deferred rent liability 295,759        371,272        

Total liabilities 667,993        735,904        

Net assets:
Without donor restrictions:

Board designated for endowment 77,236,092    61,451,717    

Available for operations 1,443,691     856,764        

Total net assets without donor restrictions 78,679,783    62,308,481    

With donor restrictions:

Purpose restrictions 5,586,177     4,334,425     

Perpetual in nature 10,132,816    9,830,655     

Total net assets with donor restrictions 15,718,993    14,165,080    

Total net assets 94,398,776    76,473,561    

Total liabilities and net assets $ 95,066,769    $ 77,209,465    

LIABILITIES AND NET ASSETS

ASSETS
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STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2021 

__________  
 

 
Without Donor With Donor

Restrictions Restrictions Total
Operating: 
Revenue and support:

Government fees and grants $ 3,643,777     $ -                    $ 3,643,777     
Contributions 1,553,006     -                    1,553,006     
Income from estates and trusts 1,795,096     552,161        2,347,257     
Net assets released from restrictions 454,908        (454,908)       -                    

Total revenue and support before 
  appropriation 7,446,787     97,253          7,544,040     

Appropriation of endowment earnings 3,100,000     -                    3,100,000     
Total revenue, gains and support 10,546,787    97,253          10,644,040    

Expenses:
Program services:

Youth services 1,701,093     -                    1,701,093     
Family housing and preservation services 311,862        -                    311,862        
Family foster care 4,612,190     -                    4,612,190     

Total program services 6,625,145     -                    6,625,145     
Supporting services:

Management and general 1,275,610     -                    1,275,610     
Fundraising 723,931        -                    723,931        

Total supporting services 1,999,541     -                    1,999,541     

Total expenses 8,624,686     -                    8,624,686     

Increase in net assets 
   from operating activities 1,922,101     97,253          2,019,354     

Non-operating: 
Investment income, net 17,549,201    1,456,660     19,005,861    
Appropriation of endowment earnings (3,100,000)    -                    (3,100,000)    

Increase in net assets 
   from non-operating activities 14,449,201    1,456,660     15,905,861    

.
Increase in net assets 16,371,302    1,553,913     17,925,215    

Net assets, beginning of year 62,308,481    14,165,080    76,473,561    

Net assets, end of year $ 78,679,783    $ 15,718,993    $ 94,398,776    
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STATEMENT OF ACTIVITIES 
FOR THE YEAR ENDED JUNE 30, 2020 

__________  
 

 

Without Donor With Donor
Restrictions Restrictions Total

Operating: 
Revenue and support:

Government fees and grants $ 3,567,340     $ -                    $ 3,567,340     
Contributions 1,402,136     281,398        1,683,534     
Income from estates and trusts 473,232        -                    473,232        
Net assets released from restrictions 299,157        (299,157)       -                    

Total revenue and support before 
  appropriation 5,741,865     (17,759)         5,724,106     

Appropriation of endowment earnings 3,000,000     -                    3,000,000     
Total revenue, gains and support 8,741,865     (17,759)         8,724,106     

Expenses:
Program services:

Youth services 1,532,442     -                    1,532,442     
Family housing and preservation services 237,976        -                    237,976        
Family foster care 4,767,189     -                    4,767,189     

Total program services 6,537,607     -                    6,537,607     
Supporting services:

Management and general 1,398,628     -                    1,398,628     
Fundraising 844,485        -                    844,485        

Total supporting services 2,243,113     -                    2,243,113     

Total expenses 8,780,720     -                    8,780,720     

Decrease in net assets 
   from operating activities (38,855)         (17,759)         (56,614)         

Non-operating: 
Interest income and other 42,724          -                    42,724          
Investment income, net 981,035        72,006          1,053,041     
 Loss on disposal of asset (61,290)         -                    (61,290)         
Appropriation of endowment earnings (3,000,000)    -                    (3,000,000)    

Increase (decrease) in net assets 
   from non-operating activities (2,037,531)    72,006          (1,965,525)    

.
Increase (decrease) in net assets (2,076,386)    54,247          (2,022,139)    

Net assets, beginning of year 64,384,867    14,110,833    78,495,700    

Net assets, end of year $ 62,308,481    $ 14,165,080    $ 76,473,561    
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STATEMENT OF FUNCTIONAL EXPENSES 
FOR THE YEAR ENDED JUNE 30, 2021 

__________  
 
 

Family Housing Family Total  Total
Youth and Preservation Foster Program Management  Supporting Total 

Services Services Care Services and General Fundraising Services Expenses

Compensation $ 769,525         $ 133,690            $ 1,739,439          $ 2,642,654          $ 518,349     $ 337,509     $ 855,858           $ 3,498,512       
Employee benefits 244,954         42,564              553,434             840,952             166,743     107,594     274,337           1,115,289       
Training 1,598             2,922                15,292               19,812               864            -                 864                  20,676            
Occupancy costs 374,606         109,872            383,591             868,069             371,332     87,752       459,084           1,327,153       
Office supplies and expenses 25,128           15,675              92,404               133,207             85,610       34,045       119,655           252,862          
Insurance 7,955             1,220                24,062               33,237               32,937       -                 32,937             66,174            
Outside services 26,566           3,404                134,827             164,797             90,213       27,250       117,463           282,260          
Program support, materials, and supplies 65,100           2,201                1,614,832          1,682,133          1,126         339            1,465               1,683,598       
Educational scholarships 157,000         -                        -                         157,000             -                 -                 -                       157,000          
Bad debt expense -                     -                        33,399               33,399               -                 -                 -                       33,399            
Transportation and vehicles 18,355           191                   17,514               36,060               5,106         176            5,282               41,342            
Fundraising and promotion 810                123                   3,396                 4,329                 3,330         129,266     132,596           136,925          

Total expenses before depreciation 1,691,597      311,862            4,612,190          6,615,649          1,275,610   723,931     1,999,541         8,615,190       
Depreciation 9,496             -                        -                         9,496                 -                 -                 -                       9,496              

 
Total expenses $ 1,701,093      $ 311,862            $ 4,612,190          $ 6,625,145          $ 1,275,610   $ 723,931     $ 1,999,541         $ 8,624,686       

Percentages 20% 4% 53% 77% 15% 8% 23% 100%

Supporting ServicesProgram Services
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STATEMENT OF FUNCTIONAL EXPENSES 
FOR THE YEAR ENDED JUNE 30,2020 

__________  
 
 

Family Housing Family Total  Total
Youth and Preservation Foster Program Management  Supporting Total 

Services Services Care Services and General Fundraising Services Expenses

Compensation $ 799,861         $ 84,912              $ 1,770,874          $ 2,655,647          $ 514,097     $ 390,736     $ 904,833           $ 3,560,480       
Employee benefits 239,792         25,457              530,894             796,143             154,123     117,139     271,262           1,067,405       
Training 4,846             1,388                21,216               27,450               560            -                 560                  28,010            
Occupancy costs 306,708         109,638            386,807             803,153             372,843     100,010     472,853           1,276,006       
Office supplies and expenses 22,589           3,445                79,651               105,685             73,995       32,899       106,894           212,579          
Insurance 7,050             1,095                22,260               30,405               30,105       -                 30,105             60,510            
Outside services 54,974           8,518                187,523             251,015             234,222     73,084       307,306           558,321          
Program support, materials, and supplies 62,249           1,548                1,638,647          1,702,444          158            150            308                  1,702,752       
Bad debt expense -                     -                        22,510               22,510               -                 -                 -                       22,510            
Transportation and vehicles 21,585           1,464                85,340               108,389             4,467         2,850         7,317               115,706          
Fundraising and promotion 1,991             309                   17,415               19,715               8,503         127,617     136,120           155,835          

Total expenses before depreciation 1,521,645      237,774            4,763,137          6,522,556          1,393,073   844,485     2,237,558         8,760,114       
Depreciation 10,797           202                   4,052                 15,051               5,555         -                 5,555               20,606            

 
Total expenses $ 1,532,442      $ 237,976            $ 4,767,189          $ 6,537,607          $ 1,398,628   $ 844,485     $ 2,243,113         $ 8,780,720       

Percentages 17% 3% 54% 74% 16% 10% 26% 100%

Supporting ServicesProgram Services
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STATEMENT S OF CASH FLOWS 
FOR THE YEARS ENDED JUNE 30, 2021 AND 2020 

__________  
 
 

2021 2020

Cash flows from operating activities:
Increase (decrease) in net assets $ 17,925,215     $ (2,022,139)      
Adjustments to reconcile change in net assets
 to net cash provided by (used in) operating activities:

Depreciation expense 9,496              20,606            
Loss on disposal of assets -                     61,290            
Realized (gain) loss on sale of investments (3,401,306)      410,772          
Unrealized (gain) loss on investments (13,374,953)    1,515,586       
Contributions restricted for 
    perpetually restricted endowment (302,161)         -                     

 Changes in assets and liabilities:
(Increase) decrease in:

Grants receivable 141,863          (30,983)           
Pledges receivable -                     100,000          
Prepaid expenses and other assets 10,524            910                 

Increase (decrease) in:
Accounts payable (17,487)           (38,614)           
Accrued payroll 6,911              5,098              
Accrued pension payable 18,178            (7,899)             
Deferred rent liability (75,513)           (70,498)           

Total adjustments (16,984,448)    1,966,268       

Net cash provided by (used in) operating activities 940,767          (55,871)           

Cash flows from investing activities:
Payments received on notes receivable 199,637          58,757            
Purchase of investments (32,365,253)    (4,713,764)      
Proceeds from sale of investments 31,332,119     4,792,898       

Net cash provided by (used in) investing activities (833,497)         137,891          

Cash flows from financing activities:
Contributions restricted for 
    perpetually restricted endowment 302,161          -                     

Net cash provided by financing activities 302,161          -                     

Net increase in cash and cash equivalents 409,431          82,020            

Cash and cash equivalents, beginning of year 225,774          143,754          

Cash and cash equivalents, end of year $ 635,205          $ 225,774          

Cash and cash equivalents as of June 30 as follows: 
  Cash and cash equivalents $ 601,106          $ 191,675          
  Cash restricted for long term purposes 34,099            34,099            

$ 635,205          $ 225,774          
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1. Nature of Organization and Significant Accounting Policies 
 
 The United Methodist Children’s Home of the North Georgia Conference, d/b/a Wellroot 

Family Services (UMCH or the Organization) was established in 1871 in Norcross, Georgia to 
care for children orphaned during the Civil War and has evolved to serve children and families 
in a “continuum of care” model. UMCH envisions a world where “all children are raised in a 
loving, compassionate and nurturing home.” The Organization works every day toward its 
mission “to restore children and families from trauma through Jesus Christ.”   Since 1973, 
UMCH has cared for over 6,000 children in safe and loving foster care homes; it provides safe 
housing for at-risk young adults and prepares them to make positive life decisions and become 
productive, independent, citizens; and it strengthens and preserves at-risk families through safe 
housing and support services.  Today, UMCH serves over 240 children and adults a day in 40 
counties across North Georgia, and it delivered over 55,000 days of care in 2021.  Financial 
resources are generated from state partnerships, private philanthropy and earned income.  For 
more information visit www.wellroot .org. 

 
 In 2019, UMCH introduce s a new name that reflects both its tremendous growth and unlimited 

potential, while preserving its deep foundations in The United Methodist Church. The 
Organization is doing business as Wellroot Family Services.  This new name is borne out of the 
same steadfast focus of the Organization’s mission and is the result of an intense process of 
research and planning.  The Organization believes to be well-rooted is to be firmly planted, to feel 
stable, and to feel taken care of and secure as well as to have the support and love to become the 
person God intended.  As Wellroot Family Services, the Organization will continue to grow with 
a name that embodies its commitment to the children, young adults and families it serves together 
with the North Georgia Conference of the United Methodist Church. 

 
  Financial Statement Presentation 

 
The Organization is required to report information regarding its financial position and activities 
according to two classes of net assets (net assets without donor restrictions and net assets with 
donor restrictions) based upon the existence or absence of donor-imposed restrictions, as follows:   

 
Net Assets Without Donor Restrictions – Net assets that are not subject to donor-imposed 
restrictions. Items that affect (i.e., increase or decrease) this net asset category include 
contributions  without restrictions, investment income, and fundraising event income and 
related  expenses associated with the Organization’s core activities.  At times, the governing 
board may earmark net assets for a specified purpose. Since this is not a donor-imposed 
restriction, the designated asset is classified and reported as part of net assets without donor 
restrictions.  
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1. Nature of Organization and Significant Accounting Policies – Continued  
 

  Financial Statement Presentation – Continued  
 

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. Donor-imposed restrictions are released when a 
restriction expires; that is, when the stipulated time has elapsed, when the stipulated 
purpose for which the resource was restricted has been fulfilled, or both. 

 
Basis of Accounting 
 
The Organization maintains its accounts on the accrual basis of accounting in accordance with 
accounting principles generally accepted in the United States of America (GAAP). All significant 
assets, liabilities, income, and expenses are recorded when an event or obligation occurs rather 
than when cash is received or disbursed. 

 
 Income Taxes 
 
 UMCH is exempt from income taxes under Section 501(c)(3) of the Internal Revenue Code, as 

amended, and is classified by the Internal Revenue Service as other than a private foundation.  
Accordingly, no provisions for federal and state income taxes have been recorded in the 
accompanying financial statements.  The Organization  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 financial statements. The Organization’s income tax returns are subject to examination by the 
appropriate regulatory authorities for all open years, which include the last three years filed.  

 
 Investments  
 
 Investments in equity securities with readily determinable fair values and all investments in debt 

securities are reported at fair value based on quoted market prices with all gains and losses 
reported in the statement of activities.   

 
 Advertising Expense 
 
 Advertising costs are expensed as incurred.   
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1. Nature of Organization and Significant Accounting Policies – Continued   
 
 Property and Equipment 
 
 UMCH follows the practice of capitalizing all expenditures for property and equipment in excess 

of $3,000.  Property and equipment are stated at cost or estimated fair value at time of donation.  
Expenditures for repairs, maintenance, renewals, and betterments that materially prolong the 
useful life of assets are capitalized.  Property and equipment are depreciated using the straight -
line method over the estimated useful lives.  As of June 30, 2021 and 2020, the estimated useful 
lives of vehicles are three to five years.  

 
  

 Donations of property and equipment are recorded as support at their estimated fair value.  Such 
donations are reported as without donor restrictions unless the donor has restricted the donated 
asset to a specific purpose. Assets donated with explicit restrictions regarding their use and 
contributions of cash that must be used to acquire property and equipment are reported as support  
with donor restrictions.  Absent donor stipulations regarding how long those donated assets must 
be maintained, the Organization reports expirations of donor restrictions when the donated or 
acquired assets are placed in service as instructed by the donor.  The Organization  reclassifies net 
assets with donor restrictions to net assets without donor restrictions at that time.   

 
 Donated Equipment, Material, Supplies and Services 
 
 All non-cash gifts (other than personal services) are recognized at fair market value, except where 

due to variation or volume of goods received (i.e. Christmas gifts) the cost of determining the fair 
market value exceeds the benefit received from such valuation. There were no significant  donated 
equipment or materials for the years ended June 30, 2021 and 2020. 

  
 There were no donated services for the years ended June 30, 2021 and 2020.  UMCH received  

significant amounts of volunteer services during the year that are not recognized in these financial 
statements because they do not meet the criteria for recognition under the professional standards’ 
criteria noted above.  

 
 Estimates  
 
 The preparation of financial statements in conformity with generally accepted accounting 

principles 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.   
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1. Nature of Organization and Significant Accounting Policies – Continued   
 

 Grants and Contracts 
 

 For the years ended June 30, 2021 and 2020, UMCH received approximately 48% and 63%, 
respectively,  of its funding (excluding investment income) through the State of Georgia 
Department of Human Services. Receivables arise from reimbursements owed through these 
government contracts. The Organization’s ability to collect amounts due is affected by the 
acceptance of performance-based outcomes, which meet contract requirements. Grants 
receivable as of June 30, 2021 and 2020 consist of governmental grant and contract amounts 
due. Management evaluates the collectability of accounts receivable based on its judgment and 
experience with grantors. Based on management’s analysis, grants receivable as of June 30, 
2021 and 2020 are fully collectible; therefore, no allowance for doubtful accounts is considered 
necessary.    

  

 Functional Allocation of Expenses 
 

 The costs of providing the various programs and other activities have been summarized on a 
functional basis in the statement of activities.  The statement of functional expenses presents the 
natural classification detail of expenses by function. Accordingly, certain costs have been 
allocated among various programs and supporting services benefited.  The financial statements 
report certain categories of expenses that are attributed to more than one program or supporting 
function. The expenses that are allocated include training, occupancy costs, office supplies, 
insurance , outside services, program material  and supplies, transportation and vehicles, 
fundraising , promotion and depreciation which are allocated based on estimates of how the 
expenses support the programs and supporting services, as well as compensation and employee 
benefits which are allocated based on estimates of time and effort.     

 

 Cash and Cash Equivalents and Concentration of Credit Risk 
 

 Cash and cash equivalents consist of demand deposits  accounts.  For purposes of the statements 
of cash flows, UMCH considers all short-term, interest-bearing deposits with original maturities 
of three months or less to be cash equivalents.   

 

 The demand deposit balances in the Organization’s bank accounts, as reflected in the bank’s 
records, are insured by the Federal Deposit Insurance Corporation up to $250,000. Uninsured 
demand deposit balances as of June 30, 2021 and 2020 totaled $399,411 and $133,237 , 
respect ively. 

 

 The balances in the Organization ’s investment  accounts, as reflected in the financial institution’s 
records, are insured by the Securities Investors Protection Corporation up to $500,000 in securities 
protection that includes protection for up to $250,000 in non-invested cash.  Based on the strength 
of the financial institutions, management believes the credit risk related to these balances is not 
significant.  
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1. Nature of Organization and Significant Accounting Policies – Continued   
 
 Subsequent Events 
  
 Subsequent events have been evaluated by management through November  15, 2021, which is 

the date that the financial statements were available to be issued.  There were no significant 
subsequent events to disclose.   

 
 
2. Liquidity and Availability of Financial Assets 

 
The Organization is substantially supported by government fees and grants and contributions 
without donor restrictions. However, the Organization sometimes receives contributions with 
donor restrictions for various programs.  Because a donor’s restrictions require funds to be 
used in a particular manner or in a future period, the Organization maintains those funds with 
donor restrictions so that they are available to meet those responsibilities as they are required 
to be met. Accordingly, these financial assets are not available to the Organization for its 
general expenditures.  The Organization considers contributions restricted for programs which 
are ongoing, major, and central to its annual operations to be available to meet cash needs for 
general expenditures.  General expenditures may be incurred for program or administrative 
purposes.  
 
The Organization’s financial assets as of June 30 (reduced by amounts that are not available 
for general use because of contractual, donor-imposed, or internal restrictions) available within 
one year after this date to satisfy liabilities at this date and for future general expenditure are 
as follows: 

 
2021 2020

Cash and cash equivalents $ 601,106          $ 191,675          

Grants receivable 483,442          625,305          

Promissory notes receivable 158,800          358,437          

Investments 93,447,389     75,637,996     

Cash restricted for long term purposes (endowed) 34,099            34,099            

Total financial assets available 94,724,836     76,847,512     

Less:

Promissory notes receivable due past one year (149,200)         (293,803)         

Purpose restricted for scholarships (4,425,461)      (3,493,109)      

Perpetual restriction for endowment (10,132,816)    (9,830,655)      

Financial assets available to meet cash needs for 
general expenditures within one year $ 80,017,359     $ 63,229,945     
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2. Liquidity and Availability of Financial Assets – Continued  
 
 For the years ended June 30, 2021 and 2020, Restricted contributions of $1,160,716  and $651,279, 

respectively,  were included in financial assets available to meet cash needs for general 
expenditures within one year.  The Organization has an endowment fund as described in Note 7.  
The Organization maintains an annual spending policy not to exceed 5% based on a three-year 
rolling average of the Organization’s investment portfolio.  However, the Board may appropriate 
additional funds from its board designated endowment and the related accumulated earnings at its 
discretion.  In addition to financial assets available to meet general expenditures over the next 
twelve months, the Organization utilizes an operating budget and anticipates collecting sufficient 
revenue to cover general expenditures not covered by donor- restricted resources.  

 
Beginning in early calendar year 2020, the global coronavirus pandemic threatened to deeply 
harm global growth.  This has affected the U.S. and global equity markets, as well as consumer 
confidence, and the broad U.S. and global stock markets have experienced extreme volatility.  
It is uncertain how this downturn in the financial markets and consumer confidence may affect 
the operations, investments, funding and contribution income of nonprofit organizations in the 
near future.   The Organization depends heavily on contributions to support its operations.    
The ability of contributors to continue giving may be dependent on current and future overall 
economic conditions. While the Organization believes it has the resources to continue its 
programs, its ability to do so, and the extent to which it continues, may be dependent on many 
interdependent factors. 
 
 

3.  Promissory Notes Receivable 
 

During 2017, the Organization received two promissory notes receivable related to a trust.  The 
note receivable s have an interest rate of 5%. The Organization will receive monthly principal 
and interest payments through the maturity dates of November 24, 2023 and March 24, 2024.  
The outstanding balance of the notes receivable as of June 30, 2020 totaled  $190,037 .  The 
notes receivable were paid in full to the Organization during fiscal 2021.      
 
During 2018, the Organization sold property for $190,000.  Under this agreement, the note is 
noninterest bearing for the first five years at which time the note will bear interest at 5%. 
Monthly principal payments will be received the first five years then monthly principal and 
interest payments through the maturity date of January 2038.  The outstanding balances of the 
note receivable as of June 30, 2021 and 2020 totaled $158,800  and $168,400 , respectively.   
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3.  Promissory Notes Receivable – Continued  
 

Principal maturities of the notes receivable subsequent to June 30, 2021 are as follows: 
 

Year Ending June 30, 

2022 $ 9,600          
2023 6,412          
2024 2,518          
2025 2,647          
2026 2,782          

Thereafter 134,841      

$ 158,800      
 

 
 

 

4. Investments  
 

UMCH classifies  its investment assets using a hierarchy of inputs to fair value measurements in 
accordance with professional standards, as follows:  

 
 Level 1 - Quoted prices in active markets for identical assets or liabilities that the 

Organization has the ability to access. 
 

 Level 2 - Inputs to the valuation methodology that are derived principally from or 
corroborated by observable market data:  

 

 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 assets or liabilities; 
 Inputs that are derived principally from or corroborated by observable market 

data by correlation or other means. 
 

 Level 3 - Inputs that are unobservable and significant to the overall fair value measurement. 
 

The asset’s 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. 

 
 The hedge funds and alternative funds fair value are measured by the net assets per share method 

as of June 30, 2021 and 2020. 
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4. Investmen ts – Continued   
 
 Investments , stated at fair value on a recurring basis in accordance with professional standards, 

consist of the following as of June 30: 
 

Total Level 1 Level 2 Level 3 

Cash equivalents and money  
   market funds $ 1,589,194      $ -                  $ 1,589,194   $ -                  
Fixed income 25,004,758    25,004,758 -                  -                  
Equities 52,077,707    52,077,707 -                  -                  
Mutual funds 2,677,719      2,677,719   -                  -                  
Land 1,500             -                  -                  1,500          

81,350,878    $ 79,760,184 $ 1,589,194   $ 1,500          

Investments measured at
  net asset value 12,096,511     

Total investments at fair value $ 93,447,389     

2021

 
 

 

Total Level 1 Level 2 Level 3 

Cash equivalents and money  

   market funds $ 7,865          $ -                $ 7,865          $ -                

Fixed income 21,590,293  21,590,293  -                -                

Equities 43,968,162  43,968,162  -                -                

Mutual funds 138,460      138,460      -                -                

Land 1,500          -                -                1,500          

65,706,280  $ 65,696,915  $ 7,865          $ 1,500          

Investments measured at
  net asset value 9,931,716    

Total investments at fair value $ 75,637,996  

2020
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4. Investments  – Continued  
 
 Investment income, net for the years ended June 30 is as follows: 

 

2021

Without 

Donor 

Restriction

With Donor 

Restriction Total

Interest and dividends $ 2,372,973     $ 248,631        $ 2,621,604     
Realized gain 3,068,965     332,341        3,401,306     
Unrealized gain 12,466,135   908,818        13,374,953   
Investment expenses (358,872)       (33,130)         (392,002)       

$ 17,549,201   $ 1,456,660     $ 19,005,861   
 

 

2020

Without 

Donor 

Restriction

With Donor 

Restriction Total

Interest and dividends $ 2,776,864     $ 202,535        $ 2,979,399     
Realized loss (18,739)         (2,645)           (21,384)         
Unrealized loss (1,416,608)    (98,978)         (1,515,586)    
Investment expenses (360,482)       (28,906)         (389,388)       

$ 981,035        $ 72,006          $ 1,053,041     
 

 

 There were no changes in the balance of Level 3 investments  for the years ended June 30, 2021 
and 2020. 
 
 

5. Property and Equipment , Net 
 
 Components of property and equipment consist of the following as of June 30: 
 

2021 2020

Vehicles  $ 66,470           $ 66,470          
66,470          66,470          

Less accumulated depreciation (35,823)         (26,327)         

Property and equipment, net  $ 30,647           $ 40,143          
 

 

 Depreciation expense for the years ended June 30, 2021 and 2020 was $9,496 and $20,606, 
respectively.  
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6. Net Assets With Donor Restrictions  
 
 Net assets with donor restrictions, temporary and perpetual in nature, consist of contributions 

received by UMCH subject to donor imposed restrictions.  This net asset class consists of the 
following as of June 30: 

 
2021 2020

Scholarships  $ 4,425,461      $ 3,493,109     
Program specific 991,066        593,591        
Capital improvement 161,070        49,108          
District offices 8,580            8,580            
Time restricted for future operations -                    190,037        

Total purpose and time restricted net assets 5,586,177     4,334,425     

Total net assets with donor restrictions, 

  perpetual in nature 10,132,816   9,830,655     

Total net assets with donor restrictions  $ 15,718,993    $ 14,165,080   
 

 

 The following net assets with donor restrictions were released from donor restrictions by incurring 
expenses satisfying the restricted purposes specified by donors for the years ended June 30: 

 
2021 2020

Program specific  $ 100,000         $ 250,000        
Scholarships 164,871        -                    
Time restriction 190,037        49,157          

Total  $ 454,908         $ 299,157        
 

 

Net assets with donor restrictions, perpetual in nature, are comprised of contributions received 
from donors with stipulations that those contributions be invested in perpetuity and that only 
the return generated be expended. Investment return generated by these funds based on donor 
instructions, is classified as with donor restrictions or without donor restrictions until 
appropriated for expenditure for the intended purpose.  The donors’ intentions are for the 
income from the investments to be used to fund scholarships , program specific needs, and 
capital improvements .  The net assets with donor restrictions, perpetual in nature, totaled 
$10,132,81 6 and $9,830,655  as of June 30, 2021 and 2020, respectively. 
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7. Endowment Funds 
 
 The Uniform Management of Institutional Fund Act (UPMIFA) provides standards for 

charities to use in managing their investment and spending from endowments.  UPMIFA 
applies to funds held by charitable entities.  The duty of the charity’s managers is to comply 
with donor intent with respect to gift funds as expressed in the gift instrument.  The managers 
must comply with the duty of the loyalty and must manage and invest the funds “in good faith 
and with the care that an ordinarily prudent person in a like position would exercise under 
similar circumstances.” Costs incurred in the management of the funds must be appropriate 
and reasonable.  Funds may be pooled for management and investment. 

 
Decisions about individual assets must be made as part of an overall investment strategy and 
investments must be diversified.  The institution, subject to the intent of the donor expressed 
in a gift instrument, “may appropriate for expenditure or accumulate as much of an endowment 
fund as the institution determines prudent for the uses, benefits, purposes, and duration for 
which the endowment fund is established.” 

 
Endowment net assets by type of fund and related changes consisted of the following as of 
June 30: 

 
Without Donor With Donor Restrictions

2021 Restrictions Temporary Perpetual
Board Designated In Nature In Nature Total

Endowment net assets,
beginning of year $ 61,451,717        $ 3,723,018    $ 9,830,655     $ 75,005,390  

Additions 1,335,173          250,000       302,161        1,887,334    
Interest and dividends, net 2,372,974          248,632       -                   2,621,606    
Net appreciation of investments 15,176,228        1,208,028    -                   16,384,256  
Appropriation of endowment
   earnings (3,100,000)         (264,871)     -                   (3,364,871)  

Endowment net assets,
end of year $ 77,236,092        $ 5,164,807    $ 10,132,816   $ 92,533,715  
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7. Endowment Funds – Continued  
 

Without Donor With Donor Restrictions
2020 Restrictions Temporary Perpetual

Board Designated In Nature In Nature Total
Endowment net assets,

beginning of year $ 63,465,152          $ 3,651,012   $ 9,830,655    $ 76,946,819 

Additions 5,530                   -                  -                   5,530          
Interest and dividends, net 2,776,864            202,535      -                   2,979,399   
Net depreciation of investments (1,795,829)           (130,529)     -                   (1,926,358)  
Appropriation of endowment
   earnings (3,000,000)           -                  -                   (3,000,000)  

Endowment net assets,
end of year $ 61,451,717          $ 3,723,018   $ 9,830,655    $ 75,005,390 

 
 

The Board of Trustees  of UMCH manages the endowed funds with the following objectives listed 
in priority order:  
 

 Preserve the endowment in order to provide perpetual financial assistance to the 
Organization;  

 Hold an investment mix that will generate adequate cash to partially fund planned 
disbursements and activities authorized in the Organization’s annual budget; 

 Earn an adequate rate of return on the endowment to increase its principal balance after 
cash disbursements at a rate that exceeds the rate of inflation average over a five-year 
period; 

 Invest with a view of intermediate to long-term total return. 
 The mission is to develop a spending policy which preserves generational equity, and to 

implement an investment program that generates sufficient return to support spending in 
perpetuity .  The Board of Trustees believes this satisfies Georgia legal requirements.  The 
endowment spending policy has been set not to exceed 5% of market value (without prior board 
approval)  of the endowment per year using a three-year rolling average of market values.  A three-
year rolling average is used to smooth out fluctuations in the market value and decrease volatility 
in the budget process. In addition, the Board may appropriate additional funds from its board 
designated endowment and the related accumulated earnings at its discretion. 

 
UMCH believes investment returns are volatile, and that a diversified portfolio of well-selected 
investments will be most successful, in the long term, in meeting the endowment’s goals, with the 
lowest level of risk.  Through use of multiple investment managers and asset classes, a portfolio 
can be created which yields superior returns with reduced volatility.  The Organization has a target 
allocation of 75% equity and 25% fixed income.  The Organization’s endowment funds are 
managed by several  financial institutions with established investment policies and goals.    
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8. Lease Commitments 
 
 UMCH has two non-cancelable operating leases including  office space for the main 

headquarters  and office equipment that expire over future years.  Future minimum lease 
payments under the non-cancelable operating leases as of June 30 are: 

 
For the Year Ending June 30:

2022 $ 930,510        
2023 956,084        
2024 982,349        
2025 924,592        

Total minimum lease payments $ 3,793,535     
 

 

During the years ended June 30, 2021 and 2020, total rent expense for operating leases was 
$1,228,693  and $1,174,099 , respectively, which included  office equipment, housing for youth 
residential and family housing programs, remote offices, and office space for the main 
headquarters.   
 
In accordance with the office space lease agreement for the main headquarters, the 
Organization received several months of free and reduced rent for the first year of the lease 
agreement.  A deferred rent liability totaling $295,759  and $371,272 as of June 30, 2021 and 
2020, respectively, is included in the statement of financial position and will be amortized over 
the term of the lease.   

 
 
9. Contingencies  
 
 UMCH is subject to legal actions arising in the ordinary course of business.  In management’s 

opinion, the Organization has adequate legal defenses and insurance coverage with respect to such 
actions and their outcome will not materially affect the Organization ’s operations or financial 
position .   

 
 Certain state funded programs are potentially subject to audit.  Such agencies have the authority 

to determine liabilities as well as to limit, suspend, or terminate the state programs .  Since the 
Organization  does not expect claims to arise as a result of such audits, no provision for liabilities, 
if any, has been provided in the financial statements.   
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10. Retirement Plan 
 
 UMCH sponsors a retirement plan for its employees in the form of a 401(k) plan.  The plan 

covers all eligible employees who meet the requirements set forth in the plan.  All eligible 
employees receive a one hundred percent (100%) match of the employee’s contribution up to 
six percent (6%) of the participating employee’s salary.  The Organization also may provide a 
discretionary contribution to the plan, which is determined  by applying a Board approved 
percentage to participant annual compensation. The contribution to the plan was $174,926  and 
$190,226  for the years ended June 30, 2021 and 2020, respectively.  The plan was amended 
effective February 1, 2019 to become a plan governed by Employee Retirement Income 
Security Act (ERISA). 
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