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Independent Auditors’ Report 

Board of Managers 
Virginia United Methodist Development Company, LLC 
Charlottesville, Virginia  

We have audited the accompanying financial statements of Virginia United Methodist Development Company, 
LLC (a nonprofit trust), which comprise the statement of financial position as of December 31, 2017 and 2016, 
and the related statements of activities and cash flows for the years 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 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. 

Auditors’ 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 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 auditors’ 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 financial 
position of Virginia United Methodist Development Company, LLC as of December 31, 2017 and 2016, 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. 

 
 
 
 

Richmond, Virginia  
March 9, 2018 



See accompanying notes. 2

Virginia United Methodist Development Company, LLC
Statements of Financial Position
December 31, 2017 and 2016

2017 2016

ASSETS
Cash and cash equivalents:

Noninterest bearing 105,263$            204,388$            
Interest bearing 2,656,001           1,383,319           

Total cash and cash equivalents 2,761,264           1,587,707           

Certificates of deposit 234,413              1,088,813           
Accrued interest receivable 62,798                38,943                
Prepaid expenses 28,457                32,018                
Loans receivable, net 27,344,310         17,307,945         
Property and equipment, net 15,394                7,191                  
Capitalized costs, net 1,927                  13,650                

Total assets 30,448,563$       20,076,267$       

LIABILITIES AND NET ASSETS
Accounts payable and accrued expenses 8,146$                10,209$              

Investment certificates:
Statement savings certificates 1,801,957           1,502,874           
Congregational savings certificates 13,559,681         12,328,792         
Investment certificates 14,190,532         5,505,900           

Total investment certificates 29,552,170         19,337,566         

Total liabilities 29,560,316         19,347,775         

Unrestricted net assets 888,247              728,492              

Total liabilities and net assets 30,448,563$       20,076,267$       



See accompanying notes. 3

Virginia United Methodist Development Company, LLC
Statements of Activities
Years Ended December 31, 2017 and 2016

2017 2016

Interest income:
Interest income, loans 847,468$            466,101$            
Interest income, other 34,142                14,277                

Total interest income 881,610              480,378              

Interest expense 450,957              250,273              

Net interest income 430,653              230,105              

Provision for loan losses 26,000                28,000                

Net interest income after provision for loan losses 404,653              202,105              

Noninterest income, servicing fees 2,733                  6,027                  

Noninterest expenses:
Management fee 144,000              120,000              
Insurance 36,174                37,131                
Office administration 24,000                12,000                
Depreciation and amortization 17,200                47,334                
Other 15,923                12,282                
Professional fees 10,334                14,871                
Loan processing expenses -                          17,531                

Total noninterest expenses 247,631              261,149              

Change in unrestricted net assets 159,755              (53,017)               

Net assets, beginning of year 728,492              33,507                

Member capital contributions -                          748,002              

Net assets, end of year 888,247$            728,492$            



See accompanying notes. 4

Virginia United Methodist Development Company, LLC
Statements of Cash Flows
Years Ended December 31, 2017 and 2016

2017 2016

Cash flows from operating activities:
Change in unrestricted net assets 159,755$            (53,017)$             
Adjustments to reconcile change in unrestricted net assets to 

    net cash provided by operating activities:
Reinvested interest on investment certificates 436,675              245,802              
Loan loss provision 26,000                28,000                
Depreciation and amortization 17,200                47,334                
Change in assets and liabilities:

Accrued interest receivable (23,855)               (18,986)               
Prepaid expenses 3,561                  1,207                  
Accounts payable and accrued expenses (2,063)                 (2,840)                 

Net cash provided by operating activities 617,273              247,500              

Cash flows from investing activities:
Change in certificates of deposit, net 854,400              (1,088,813)          
Development of offering circular -                          (6,760)                 
Purchase of equipment (13,680)               (7,191)                 
Advances made on loans receivable (12,060,230)        (11,989,573)        
Repayments made on loans 1,997,865           1,121,225           

Net cash used by investing activities (9,221,645)          (11,971,112)        

Cash flows from financing activities:
Contributions from member -                          748,002              
Proceeds from issuance of invesment certificates 9,583,707           3,619,660           
Repayment of investment certificates (1,105,592)          (235,826)             
Proceeds from issuance of congregational savings certificates 12,176,480         9,950,343           
Repayment of congregational savings certificates (11,146,199)        (6,022,759)          
Proceeds from issuance of statement savings certificates 1,117,482           1,643,234           
Repayment of statement savings certificates (847,949)             (725,252)             

Net cash provided by financing activities 9,777,929           8,977,402           

Net increase (decrease) in cash and cash equivalents 1,173,557           (2,746,210)          

Cash and cash equivalents, beginning of year 1,587,707           4,333,917           

Cash and cash equivalents, end of year 2,761,264$         1,587,707$         

Supplemental disclosure of cash flow information:
Cash paid for interest 14,282$              4,471$                
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Notes to Financial Statements 

1. Organization and Nature of Activities 

Virginia United Methodist Development Company, LLC (the Company) is a not-for-profit limited liability company 
which supports its sole member, The United Methodist Foundation of the Virginia Conference, Inc. (the Foundation). 
The Company, which was formed on June 4, 2014 (date of inception), manages and operates a church extension 
loan fund to provide a source of funding for loans to United Methodist churches, institutions, and other related 
organizations within Virginia for the acquisition, development, construction, refinancing, expansion or renovations 
of buildings and facilities.   

The Company raises capital to fund these loans by offering savings and investment certificates. The Company is 
subject to provisions of an offering circular dated February 24, 2016, filed with the State Corporation Commission 
of the Commonwealth of Virginia.  

The Company is governed by a Board of Managers appointed by the Foundation. The Company pays a 
management fee to the Foundation for personnel, office and occupancy related expenses.  The Foundation’s 
consolidated financial statements include the accompanying Company financial statements.  

2. Summary of Significant Accounting Policies 

Basis of accounting 

The financial statements have been prepared on the accrual basis of accounting in accordance with accounting 
principles generally accepted in the United States of America.  

Classes of net assets 

The financial statements report accounting transactions separately by class of net assets – unrestricted, temporarily 
restricted, and permanently restricted. Net assets are reported unrestricted since they are currently available at the 
discretion of the Board of Managers for use in the Company’s operations.  At December 31, 2017 and 2016, the 
Company had no temporarily or permanently restricted net assets. 

Estimates 

The preparation of financial statements in conformity with accounting principles generally accepted in the United 
States requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expense during the reporting period.  Actual results could differ from those estimates.  

Cash and cash equivalents 

The Company’s definition of cash and cash equivalents includes items such as short-term, highly liquid investments 
with maturities of three months or less at the date of purchase. 

Certificates of deposit 

Certificates of deposit are reported at face value, as reported by the issuing institutions.   
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Loans receivable 

Loans receivable are stated at their principal amount outstanding less the related allowance for loan losses and are 
collateralized by buildings, land, and assigned cash collateral. Interest rates on loans are subject to review and may 
be subject to adjustment on a periodic basis. The Company has two major loan types. One type is 
construction/renovation lines of credit for which interest only payments are required over the term.  The second type 
is traditional mortgage loans for which principal and interest payments are required on a monthly basis. Mortgage 
loans will typically be amortized over a period of thirty years.   

Allowance for loan losses 

The allowance for doubtful loans is maintained at a level that, in management’s judgment, is adequate to absorb 
probable loan losses.  The amount is based upon an analysis of the loan portfolio by management including, but 
not limited to, review of the collectability of the loan portfolio, adverse situations that may affect the borrower’s ability 
to repay, estimated value of any underlying collateral and prevailing economic conditions.  The analysis is also 
based on a periodic review of payments and other factors based on the Company’s historical experiences, collateral 
value, and economic conditions. To date, no loans have been in arrears or default and no loan has required 
modification to acclimate to a borrower’s adverse circumstances or ability to repay.  This process is based on 
estimates and ultimate losses may vary from current estimates.  As changes in estimates occur, adjustments to the 
level of the allowance are recorded in the provision for loan losses in the period in which they become known. In 
addition, the net realizable value of the property serving as collateral for delinquent loans will be assessed on an 
annual basis.  

A loan is considered impaired when, based upon current information and events, it is probable that the Company 
will be unable to collect all amounts due according to the contractual terms of the loan agreement.  Loans are 
classified as delinquent when payments are 30 days overdue.  Loans will continue to accrue interest when a loan 
is delinquent; however, all accrued interest may be included in the allowance for doubtful loans.  Payments for 
delinquent or impaired loans are treated as a payment of interest due until all accrued interest has been paid. 
Interest income on delinquent loans is recognized according to the original amortization schedule (accrual method).  
The accrual of interest income is discontinued when, in management’s judgment, the scheduled interest may not 
be collectible within the stated term of the loan.  Interest income is recognized on a cash basis for loans classified 
as nonaccrual loans, with subsequent payments applied first to interest and fees, if any, and then to principal.  Loans 
classified as nonaccrual loans are returned to accrual status when all the principal and interest amounts 
contractually due are brought current and future payments are reasonably assured.  At December 31, 2017 and 
2016, the Company has no loans it considered impaired.  The allowance for loan losses is $69,000 and $43,000 at 
December 31, 2017 and 2016, respectively.  During 2017 and 2016, the provision for loan losses was $26,000 and 
$28,000, respectively. 

Property and equipment  

Property and equipment is stated at cost and comprised of computer equipment and software.  The Company 
computes depreciation expense using the straight-line method over the estimated life, which is five years for 
computer equipment and three years for its investment on computer software. 

Depreciation expense for 2017 and the accumulated depreciation at December 31, 2017 was $5,477.  Depreciation 
expense for 2016 was $3,600 and there was no accumulated depreciation at December 31, 2016.  

Maintenance, repairs, and minor renewals are expensed when incurred.  When property and equipment are sold or 
otherwise disposed of, the asset account and related accumulated depreciation account are relieved, and any gain 
or loss is included in the current year’s operations. 
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Amortization of capitalized costs 

The Company is amortizing its investment in the offering circular over two years using the straight-line method.  
Amortization expense is estimated to be $1,927 for 2018 at which point capitalized costs will be fully amortized.  
Amortization expense was $11,723 and $43,734 for 2017 and 2016, respectively. Accumulated amortization was 
$21,566 and $9,843 at December 31, 2017 and 2016, respectively. 

Revenue recognition  

Revenues and support are reported as increases in unrestricted net assets unless use of the related assets is 
limited by donor-imposed restrictions.  Expenses are recorded as decreases in unrestricted net assets.  Gains and 
losses on investment and other assets and liabilities are reported as increases or decreases in unrestricted net 
assets unless their use is restricted by explicit donor-imposed stipulation or by law. 

Servicing  
Servicing assets are recognized as separate assets when rights are acquired through purchase or through sale of 
financial assets. Servicing rights resulting from the sale of loans originated by the Company are initially measured 
at fair value at the date of transfer.  The Company subsequently measures the loan servicing rights using the 
amortization method. Under the amortization method, servicing rights are amortized in proportion to and over the 
period of estimated net servicing income.  No servicing asset has been recorded as the amount is determined to 
be immaterial to the financial statements. 

Servicing fee income is recorded for fees earned for servicing loans.  The fees are based on a contractual 
percentage of the outstanding principal; or a fixed amount per loan and are recorded as income when earned. 

Advertising costs  

Advertising costs are expensed when incurred.  

Income taxes 

The Company is not subject to Federal or state income tax because the Company is a disregarded entity for tax 
purposes, and as such, it is treated as a subsidiary of the Foundation, which is exempt from Federal and state 
income tax because it is an organization described in section 501(c)(3) of the Internal Revenue Code.  

Concentration 

Financial instruments which potentially subject the Company to concentrations of credit risk consist primarily of 
cash and cash equivalents and loans receivable.  As of December 31, 2017 and 2016, cash and cash equivalents 
exceeded insured limits in the amount of $2,406,001 and $1,133,319, respectively.  See Note 3 regarding the 
concentration of credit risk with respect to loans receivable.  

Reclassifications 

Certain prior year figures were reclassified to conform to current year presentation.  There was no impact on net 
assets or change in net assets. 

3.  Loans Receivable 

The Company approves loans based upon specific Board of Managers approved criteria, and all loans are secured 
by the individual entity’s land, buildings, equipment, and assigned cash collateral. In accordance with the provisions 
of the offering circular described in Note 6, the Company will only make loans to borrowers in Virginia.  Adverse 
economic conditions in Virginia could correspondingly result in defaults by these borrowers.  This could, in turn 
adversely affect the Company’s liquidity, ability to operate programs, and ultimately the ability to repay or redeem 
investment certificates.  
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Company loans consisted of the following at December 31: 

  2017   2016  
 
 Construction/renovation loans $ 4,147,616 $ 2,189,097 
 Mortgage loans, net of loan participations sold 
  of $7,582,346 and $7,605,848 in 2017 and 2016, respectively  23,265,694  15,161,848 
 Allowance for loan losses  (69,000)  (43,000) 
 
 Total  $ 27,344,310 $ 17,307,945 
 
 Fixed rate (3.6% - 4.75%) $ 23,789,057 $ 15,178,773 
 Variable rate (Wall Street Journal prime rate plus 75 basis points)  3,624,253  2,172,172 
 Allowance for loan losses  (69,000)  (43,000) 
 
 Total  $ 27,344,310 $ 17,307,945 
 

There are outstanding loan commitments at December 31, 2017 in the amount of $11,248,966. 

The Company has entered into loan participation agreements to sell a portion of loans to other financial institutions 
in connection with three of its outstanding mortgage loans receivable.  The loan participations were sold without 
recourse and are secured by real property.  Loan servicing functions on these loans receivable are retained by the 
Company.  

The Company has one outstanding Irrevocable Letter of Credit at December 31, 2017 and had two outstanding 
Irrevocable Letters of Credit at December 31, 2016 connected to one of the loans.  One letter is to the Board of 
Supervisors for Fairfax County in the amount of $234,413 for a conservation easement.  The other letter, which was 
satisfied during 2017, was to International Fidelity Insurance for the benefit of the Virginia Department of 
Transportation in the amount of $497,000 for a traffic control easement.  The Company has pledged certificates of 
deposit totaling $234,413 at December 31, 2017 and $731,413  at December 31, 2016 with its bank which support 
these Letters of Credit.   The remaining Letter of Credit was released by Virginia Department of Transportation on 
January 24, 2018. 

4. Savings and Investment Certificates 

The Company issues statement savings certificates to individuals meeting the terms of the offering circular.  These 
certificates have no maturity date and the interest rate is subject to change daily.  The interest rate for 2017 ranged 
from 1.25% to 2.65%. The interest rate in 2016 ranged from 1.10% to 1.75%.   

The Company issues congregational savings certificates to Virginia United Methodist churches and affiliated 
entities. These certificates have no maturity date and the interest rate is subject to change daily.  The interest rate 
for 2017 was 1.60%. The interest rate for 2016 ranged from 1.40% to 1.75%. 

The Company issues investment certificates to individuals meeting the terms of the offering circular, Virginia United 
Methodist churches and affiliated entities.  These certificates have maturity dates ranging from six months to five 
years with interest rates ranging from 1.25% to 3.25% during 2017 and from 1.25% to 3.00% in 2016, depending 
upon the term of the certificate.   
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At December 31, 2017 and 2016, the Company had investment certificates outstanding as summarized below: 

        Maturity         2017   2016  
 
 Six Month $ 984,317 $ 130,050 
 One Year  3,525,053  2,248,246 
 Two year  1,681,783  453,266 
 Three Year  1,537,933  599,125 
 Four Year  981,127  407,796 
 Five Year  5,480,319  1,667,417 
 
 Total  $ 14,190,532 $ 5,505,900 
 
In 2016, the Company began issuing retirement savings certificates to individuals meeting the terms of the offering 
circular.  These certificates have a five year term with an interest rate of 3.00% to 3.25% during 2017 and 3.00% 
during 2016.  The Company has a contract with a third party to manage the terms and conditions for appropriate tax 
qualified accounts known as IRAs (“Individual Retirement Accounts”), whether classified as a Roth IRA or Traditional 
IRA. At December 31, 2017 and 2016, the Company has $339,177 and $105,949, respectively, in retirement 
certificates outstanding which are included in the five year term above. 
 
The investment, savings and retirement certificates are unsecured obligations and no loans or other collateral are 
specifically pledged, assigned or otherwise set aside to secure the obligations of the certificates.   
 
The investment, savings and retirement certificates are not bank deposits.  They are neither issued by, nor obligations 
of, a bank; therefore, they are not insured by the Federal Deposit Insurance Corporation (FDIC) or any other agency. 
In addition, they are not protected by the Securities Investor Protection Corporation.  The certificates are not regulated 
by any federal or state governmental authority and are not guaranteed by any person or entity. However, the 
Company is registered under the State Corporation Commission which also reviews and approves the offering 
circular.  The Company is further required to maintain compliance with terms in the articles of organization and offering 
circular (see Note 6).  

5. Related Party Transactions 

The Company has engaged the Foundation to provide day to day oversight and management of the Company. In 
return for these services, the Company paid the Foundation $12,000 and $10,000 per month in 2017 and 2016, 
respectively.  Fees for such services amounted to $144,000 and $120,000 during 2017 and 2016, respectively.  

The Company has contracted with the Virginia Annual Conference of the United Methodist Church (the Conference) 
to provide office administration at the cost of $2,000 per month in 2017 and $1,000 per month in 2016. Fees for 
such services paid to the Conference amounted to $24,000 in 2017 and $12,000 in 2016.  
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The Foundation, Conference, and Board Members of the Company and Foundation held the following investments 
at the Company at December 31: 

     Foundation                      Conference                      Board Members   

  2017   2016   2017   2016   2017   2016  

 Congregational  
  savings  $ - $ - $ 1,823,446 $ 1,523,886 $ - $ - 
 Statement savings  -  -  -  -  334,392  341,579 
 Investment   -  -  -  -  93,604  186,829 
 
 Total $ - $ - $ 1,823,446 $ 1,523,886 $ 427,996 $ 528,408 
 
 Interest earned 
  during year $ - $ 2,405 $ 24,559 $ 20,532 $ 7,570 $ 6,128 

6. Offering Circular Compliance Requirements 

On February 24, 2016, the Company received approval for an amended and restated offering circular which, among 
other things, increased the authorized amount of deposits from $25,000,000 to $75,000,000 and included the 
offering of retirement certificates.  This circular retains two financial related covenants among other requirements, 
which are as follows: 

 Maintain a minimum cash reserve (includes cash, cash equivalents, and readily marketable securities) of 
at least 10% of the outstanding principal amount of issued investment certificates.  

 Maintain a reserve of cash and securities that mature in one year or less in an amount no less than the sum 
of (I) 10% of the first $1,000,000 in outstanding investment certificates principal, plus (II) 5% of the 
outstanding investment certificates principal in excess of $1,000,000.  

The Company was in compliance with these requirements at December 31, 2017 and 2016.  

7. Functional Classification of Expenses 

Functional classification of expenses was as follows for the years ended December 31: 

  2017   2016  
 
 Program services $ 168,952 $ 194,478 
 Management and general  78,679  66,672 
 
    $ 247,631 $ 261,149 
 

8. Subsequent Events 

The preparation of the financial statements includes an evaluation of subsequent events through March 9, 2018, 
which is the date that the financial statements were available to be issued. 
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