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M KPMG LLP Telephone 617 988 1000

99 High Street Fax 617 507 8323
Boston, MA 02110-2371 Internet wWww. us.kpmg.com

Independent Auditors Report

The Board of Trustees
Unitarian Universalist Association:

We have audited the accompanying statements of financial position of the Unitarian Universalist
Association (the Association) as of June 30, 2006 and 2005, and the related statements of activities and
cash flows for the years then ended. These financial statements are the responsibility of the Association’s
management. Our responsibility is to express an opinion on these financia statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as abasis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Association’s
internal control over financia reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements,
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in al material respects, the
financial position of the Association as of June 30, 2006 and 2005, and the changes in its net assets and its
cash flows for the years then ended in conformity with U.S. generally accepted accounting principles.

Our 2006 audit was made for the purpose of forming an opinion on the financial statements taken as a
whole. The supplementary information included in schedules | through VI, as of and for the year ended
June 30, 2006, is presented for purposes of additional analysis and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and, in our opinion, is fairly stated in al material respects in relation to the
basic financial statements taken asawhole.

As discussed in note 10 to the accompanying financial statements, effective July 1, 2005, the Association
adopted FASB Interpretation No. 47, Accounting for Conditional Asset Retirement Obligations.

KPMe LLP

October 17, 2006

KPMG LLP, a U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a Swiss cooperative.



UNITARIAN UNIVERSALIST ASSOCIATION
Statements of Financia Position
June 30, 2006 and 2005

(Dallars in thousands)

Assets 2006 2005
Cash and cash equivalents $ 9,306 6,655
Accounts receivable, net 2,231 2,361
Receivables for investments sold 2,573 —
Pledges receivable, net (note 4) 1,103 1,251
Inventories 1,121 1,124
Other assets 1,203 943
Investments (note 3) 114,893 112,005
Funds held in trust by others 41,554 40,084
Funds held in support of split interest agreements 12,701 11,456
L oans to member congregations, net (note 5) 6,212 7,648
Property and equipment, net (notes 6 and 7) 6,617 6,583
Total assets $ 199,514 190,110
Liabilitiesand Net Assets
Liabilities:
Accounts payable and accrued expenses (note 10) $ 5,928 5,087
Payables for investments purchased 2,641 —
Amounts due to member congregations 30 44
Annuity liabilities 3,150 3,144
Bank debt (note 7) 1,983 3,594
Assets held in trust for others 32,820 28,579
Accumulated postretirement benefit obligation (note 9) 1,709 1,763
Total ligbilities 48,261 42,211
Net assets:
Unrestricted 19,359 19,942
Temporarily restricted 68,290 65,682
Permanently restricted 63,604 62,275
Total net assets 151,253 147,899
Commitments and contingencies (note 8)
Total liabilities and net assets $ 199,514 190,110

See accompanying notes to financial statements.



UNITARIAN UNIVERSALIST ASSOCIATION
Statements of Activities
Y ears ended June 30, 2006 and 2005

(Dallars in thousands)

Changes in unrestricted net assets:
Revenues:
Fundraising (APF, Friends, and unrestricted gifts and bequests) $
Administration fees
Investment earnings (note 3)
Other income
Net sales from publishing activities
General assembly
Gifts and bequests
Net assets released from restrictions

Total revenues

Expenses:
Board and volunteer leadership
Advocacy and witness
Congregational services
District services
Identity-based ministries
Lifespan faith development
Ministry and professional devel opment
UU Funding Program
Crisis Relief Program
Communications
Cost of goods sold and publishing expenses
Administration
Stewardship and devel opment
Information technology services
Internal services
General assembly
Expenses associated with investment pools
Interest

Total expenses
Cumulative effect of change in accounting principle (note 10)
(Decrease) increase in unrestricted net assets

Changes in temporarily restricted:
Gifts and bequests
Investment earnings (note 3)
Distributions from Holdeen and Veatch, and capital campaign contributions
Net assets released from restrictions
Increase in value of split-interest agreements and master trusts

Increase in temporarily restricted net assets

Changes in permanently restricted:
Gifts and bequests
Increase in value of split-interest agreements and master trusts

Increase in permanently restricted net assets
Changein net assets
Net assets as of beginning of year
Net assets as of end of year $

See accompanying notes to financial statements.

2006 2005
8,343 7,750
278 277
3712 4,932
1,389 1,498
6,522 6,230
1,313 997
125 133
8,715 6,641
30,397 28,458
716 590
2,192 2,116
2,049 2,101
2,325 2,152
495 498
828 787
2,653 2,586
1,050 985
1,770 —
1,733 1,748
5,602 5,438
1,423 1,424
2,366 1,536
1,155 1,196
2,157 2,021
1,195 1,037
734 951
147 152
30,590 27,318
(390) —
(583) 1,140
732 730
2,384 3,536
7,060 3,648
(8,715) (6,641)
1,147 100
2,608 1,373
961 303
368 377
1,329 680
3,354 3,193
147,899 144,706
151,253 147,899




UNITARIAN UNIVERSALIST ASSOCIATION

Statements of Cash Flows
Y ears ended June 30, 2006 and 2005
(Dollars in thousands)

Cash flows from operating activities:
Change in net assets $
Adjustments to reconcile change in net assets to net cash
provided by operating activities:
Depreciation
Cumulative effect of change in accounting principle
Net realized and unrealized (gains) losses on investments
Contributions restricted for long-term investment
Net change in value of split-interest and master trust
agreements
Changes in assets and liabilities:
Accounts receivable, net
Pledges receivable, net
Inventories
Other assets
Accounts payable and accrued expenses
Other liabilities
Amounts due to member congregations
Annuity liabilities and deferred revenue
Accumulated postretirement benefit obligation

Net cash provided by operating activities

Cash flows from investing activities:
Cost of purchases of investments
Proceeds from sales of investments
Purchases of property and equipment
Change in assets held in trust for others
Change in loans to member congregations, net
Net cash provided by (used in) investing activities

Cash flows from financing activities:
Repayment of bank debt
Proceeds from bank debt
Contributions restricted for long-term investment

Net cash (used in) provided by financing activities
Change in cash and cash equivalents
Cash and cash equivalents as of beginning of year
Cash and cash equivalents as of end of year $

Supplemental disclosures:
Cash paid for interest $

See accompanying notes to financial statements.

2006 2005
3,354 3,193
467 519
390 —
(4,226) (6,487)
(961) (303)
(1,515) (304)
(2,443) 99
148 79
3 57
(260) (158)
410 146
2,641 —
(14) (13)
6 168
(54) 108
(2,054) (2,896)
(60,689) (32,499)
60,827 30,477
(460) (500)
4,241 5,906
1,436 45
5,355 3,429
(1,611) (927)
— 876
961 303
(650) 252
2,651 785
6,655 5,870
9,306 6,655
147 152
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UNITARIAN UNIVERSALIST ASSOCIATION
Notes to Financial Statements
June 30, 2006 and 2005

(Dollars in thousands)

The Association’s Background and History

The Unitarian Universalist Association (the Association) was formed in 1961, when the American
Unitarian Association and the Universalist Church of America merged to form one entity with the purpose
of creating an association of congregations in support of liberal religion. The Association’s central office is
at 25 Beacon Street in Boston, Massachusetts. District and other offices are located throughout the country.
The Association is governed by a Board of Trustees consisting of District Trustees and at-large Trustees.
An elected president, a board-appointed executive vice-president, a board-appointed treasurer and nine
other staff group directors form the leadership council, which manages the day-to-day business of the
Association.

The primary purposes of the Association are to serve the needs of its member congregations, organize new
congregations, extend and strengthen Unitarian Universalist institutions, and implement its principles. The
stewardship of assets and the fiscal management of the Association are composed of four business
segments: Current, Beacon Press, Congregational Properties and Loan Commission (CPLC), and Genera
Investment Fund (GIF).

Summary of Significant Accounting Policies
(@) Basisof Financial Statement Presentation

The accompanying financial statements are presented on the accrua basis of accounting and have
been prepared to focus on the Association as a whole and to present balances and transactions
according to the existence or absence of donor-imposed restrictions.

Unrestricted net assets represent those assets that the Association may use at its discretion.

Temporarily restricted net assets result from contributions and other inflows of assets whose use by
the Association is limited by donor-imposed stipulations that either expire by passage of time or can
be fulfilled and removed by actions of the Association pursuant to those stipulations. Net
appreciation (depreciation) of permanently restricted long-term investments is recognized within the
temporarily restricted net asset category until such monies are available for expenditure under the
Association’s spending policy and a qualifying expenditure is incurred.

Permanently restricted net assets result from contributions and other inflows of assets whose use by
the Association is limited by donor-imposed stipulations that neither expire by passage of time nor
can be fulfilled or otherwise removed by actions of the Association.

Revenues are reported as increases in unrestricted net assets unless use of the related assetsis limited
by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Net
unrealized and realized gains or losses on investments and other assets or liabilities are reported as
increases or decreases in unrestricted net assets unless their use is restricted by explicit donor
dtipulations or law. Upon the expirations of temporary restrictions on net assets, that is, the
donor-imposed stipulated purpose has been accomplished and/or the stipulated time period has
elapsed, such assets are released from restrictions to unrestricted net assets.

5 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notesto Financial Statements
June 30, 2006 and 2005
(Dollars in thousands)

Unconditional promises to give that are expected to be collected within one year are recorded at their
net realizable value. Unconditional promises to give that are expected to be collected in future years
are recorded at the present value of estimated future cash flows. The discounts on those amounts are
computed using arisk-free interest rate applicable to the year in which the promised gift is expected
to be received. Amortization of the discount is included in contribution revenue. Conditional
promises to give are not included as revenue until such time as the conditions are substantially met.
All contributions are considered to be available for unrestricted use unless specifically restricted by
the donor. Amounts received that are designated for future periods or restricted by the donor for
specific purposes are reported as temporarily restricted or permanently restricted support that
increases those net asset classes. When a qualifying expenditure occurs or a time restriction expires,
temporarily restricted assets are recognized in unrestricted net assets as “net assets released from
restrictions’ in the statement of activities. However, if a restriction is fulfilled in the same time
period in which the contribution is received, the contribution is reported as an unrestricted
contribution.

Furthermore, dividends, interest, and realized and unrealized gains on long-term investments are
reported as follows:

. Increases in permanently restricted net assets if the terms of the contribution require these to
be added to the principal;
. Increases in temporarily restricted net assets if the terms of the contribution, or the

Association’ sinterpretation of relevant state law, imposes restrictions on the use of the income
and gains; and

. Increases in unrestricted net assets in all other cases.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles 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 expenses during the reporting period. Actual
results could differ from those estimates.

Cash and Cash Equivalents

Cash equivalents represent money market funds and short-term instruments with a maturity at the
date of purchase of three months or less and are carried at cost, which approximates market value.

Property and Equipment

Land, buildings, plant renovations and repairs, and equipment are stated at cost at the date of
acquisition or renovation, or at fair market value at the date of donation in the case of gifts. Minor
renovations and repairs are charged to operations and maintenance as incurred. Depreciation of plant
and equipment is computed on a straight-line basis over the expected lives of the respective assets.

6 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notes to Financial Statements
June 30, 2006 and 2005

(Dollars in thousands)

I nvestments

Investments are carried at fair value. All long-term investments have been reported in the financia
statements at their fair value in the case of marketable securities. The fair value of publicly traded
securities is based upon quotes from the principal exchanges on which the security is traded. Mutual
fund investments are valued based on net asset values. Investment income and realized and
unrealized gains and losses on investments are recorded as support and revenue of unrestricted net
assets unless the income or gains and losses are restricted by donor or law.

Alternative investments are composed of institutional funds, for which quoted market prices are not
available. The estimated fair value of these investments is based on valuations provided by the
external investment managers. Since these investments are not readily marketable, their estimated
valueis subject to uncertainty and therefore may differ from the value that would have been used had
aready market for such investments existed, and such difference could be material. Management is
responsible for the fair measurements of investments reported in the financia statements. The
Association has implemented policies and procedures to assess the reasonableness of the fair values
provided and believes that reported fair values as of the statement of financial position date are
reasonable.

The Association and member congregations endowment and investment funds are combined and
invested in the GIF. Activity in the GIF is accounted for using a unit method whereby ownership is
based on the number of units held in relation to the total units of the pool. The unit market value for
the GIF is determined on a quarterly basis and is derived by dividing the market value of the assets
of the GIF at the end of a quarter by the number of units of the GIF. The purchase and redemption of
GIF units are recorded on a quarterly basis using the unit market value.

GIF assets are invested by several outside investment managers in a wide array of investment
vehicles with the objective of maximizing the GIF total return, while minimizing risk through
diversification. Income, net of expenses, is distributed quarterly based upon a 13-quarter rolling
average market value.

The Association has relied upon the Massachusetts Attorney General’s interpretation of relevant
state law as generally permitting the spending of gains on permanently restricted net assets over a
stipulated period of time. State law allows the Board of Trustees to appropriate all of the income and
a specified percentage of the net appreciation as is prudent considering the Association’s long-term
and short-term needs, present and anticipated financial requirements, expected total return on its
investments, price level trends and general economic conditions. Under the Association’s spending
policy, which management believes to be within the guidelines specified under state law, a
percentage of permanently restricted long-term investments is appropriated annually as determined
by the Association’s Board of Trustees.

I nventory

Finished goods inventories, consisting primarily of books, are stated at the lower of weighted
average cost or market. Outside preparation costs related to preparing a manuscript for printing are
capitalized over the first printing of the book. All incurred costs on a book printing remain as

7 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notes to Financial Statements
June 30, 2006 and 2005

(Dollars in thousands)

work-in-progress assets until the book begins to ship from the warehouse, at which time the costs are
transferred to the books on hand using the weighted average method.

Perpetual Trust Assets

The Association accounts for its beneficial interests in perpetual trusts in conformity with the
requirements of the Audit and Accounting Guide, Not-for-Profit Organizations (the Guide), issued
by the American Institute of Certified Public Accountants. Under the terms of various trusts, the
Association has the irrevocable and perpetual right to receive income earned on the trust assets but
will never receive the principal. In accordance with the Guide, the fair value of the trust assets has
been recorded as a permanently restricted net asset. Changes in the fair value of the trusts are
reported as increases or decreases in permanently restricted net assets. These trusts have various
charitable purposes.

The fair values of perpetua trust assets are $9,159 and $8,881 at June 30, 2006 and 2005,
respectively.

Temporarily Restricted Net Assets

Temporarily restricted net assets are those whose use by the Association has been limited by donors
for a specific period or purpose. Temporarily restricted net assets consisted of the following as of
June 30:

2006 2005
Amounts restricted by donors for programs $ 5,580 3,712
Net realized and unrealized gains on temporarily and
permanently restricted net assets 28,877 29,408
Amountsto be unrestricted in later periods 1,437 1,359
Holdeen Trusts* 32,396 31,203
$ 68,290 65,682

* Includes the charitable lead trusts established by Jonathan Holdeen (the Holdeen Trusts) in
which the Association has an irrevocable right to the trust income for periods ranging from 500
to 1,000 years at which times the assets revert to the Commonwealth of Pennsylvania. Under the
terms of the Holdeen Trusts' instruments, the income is to be used primarily for support of the
Holdeen India Program and other charities designated by the Association’s Board of Trustees.

8 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notesto Financial Statements
June 30, 2006 and 2005
(Dollars in thousands)

Net assets released from temporarily restricted net assets were as follows for the years ended
June 30:

2006 2005
Purpose restrictions $ 8,715 6,641
$ 8,715 6,641

Permanently Restricted Net Assets

Permanently restricted net assets have been restricted by donors to be maintained by the Association
in perpetuity, the earnings from which is expendable to support operations. The Association requires
net realized and unrealized gains on permanently restricted net assets be retained in temporarily
restricted net assets until appropriated by the Board of Trustees, and expended. State law allows the
Board of Trustees to appropriate net appreciation of permanently restricted net assets as is prudent
considering the Association’s long- and short-term needs, present and anticipated financial
requirements, expected total return on its investments, price-level trends and general economic
conditions.

Permanently restricted net assets as of June 30 consisted of the following:

2006 2005
Assets for which earnings are restricted as to purpose $ 54,445 53,3%
Perpetual trusts 9,159 8,881
$ 63,604 62,275

Publishing Sales Recognition

Sales are recorded upon shipment of books. Returns are accepted for as long as the book remains in
print and are estimated at the time of sale by recording areturn reserve.

Outstanding Legacies

From time to time, the Association is named as a beneficiary under various wills and trust
agreements, the total realizable amounts of which are not immediately determinable. Such bequests
are recorded only when there is an irrevocable right to the bequest and the proceeds are
determinable.

Split-1nterest Agreements

Split-interest agreements include (i) assets placed in trust for the benefit of the Association,
(i) contributions received which require payment of an annuity to a specified beneficiary and
(iii) contributions received which require payment of income earned on the investment of such
contribution to a specified beneficiary. Assets are recorded at fair value when received. Obligations

9 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notes to Financial Statements
June 30, 2006 and 2005

(Dollars in thousands)

to beneficiaries, including deferred contribution revenue, are recorded at estimated fair value. Fair
value of these obligations is based on the present value of the annual distribution specified in the
agreements and the estimated life expectancy of the beneficiaries. The discounted rate used in the
present value calculations is 6% for both the years ended June 30, 2006 and 2005. Initial contribution
revenue is recognized based upon the present value of the net anticipated benefit. Subsequent
changes in net fair value are reported in “net change in value of split-interest and master trust
agreements.”

Royalty Advances

Royalty advances are negotiated on a contract-by-contract basis and are recorded when paid.
Royalties are earned and recorded when the sale occurs and are applied as a reduction to royalty
advances. Write-offs to advances are recorded when it appears that advances are not expected to be
recovered from future sales.

Income Taxes

The Association is a tax-exempt organization as described in Section 501(c)(3) of the Internal
Revenue Code (the Code) and is generally exempt from income taxes pursuant to Section 501(a) of
the Code.

Allocations

The Association adheres to the AICPA’s Not-for-Profit Organizations Audit and Accounting Guide
in reporting expenses by their functional classification. Accordingly, depreciation, and operations
and maintenance expenses have been allocated to functional classifications based on building square
footage. Total fundraising costs for the years ended June 30, 2006 and 2005 were $1,512 and $711,
respectively, and are included in stewardship development expense in the statements of activities.

Disclosure About Fair Value of Financial | nstruments

In accordance with the requirements of Statement of Financial Accounting Standards No. 107,
Disclosures About the Fair Value of Financial Instruments, the estimated fair values of the
Association’s financial instruments as of June 30, 2006 have been determined by using, where
practicable, appropriate valuation methodol ogies.

The Association believes that its debt approximates fair value based on estimates using interest rates
available for similar debt with equivalent maturities.

Asset Retirement Obligations

The fair value of aliability for legal obligations associated with asset retirements is recognized in the
period in which it is incurred, in accordance with SFAS No. 143, Accounting for Asset Retirement
Obligations (SFAS 143), and Financial Accounting Standards Board (FASB) Interpretation No. 47,
Accounting for Conditional Asset Retirement Obligations (FIN 47), if a reasonable estimate of the
fair value of the obligation can be made. When the liability isinitially recorded, the cost of the asset
retirement obligation is capitalized by increasing the carrying amount of the related long-lived asset.

10 (Continued)



UNITARIAN UNIVERSALIST ASSOCIATION
Notesto Financial Statements
June 30, 2006 and 2005
(Dollars in thousands)

Over time, the liability is accreted to its present value each period, and the capitalized cost associated
with the retirement obligations is depreciated over the useful life of the related asset. Upon
settlement of the obligation, any difference between the cost to settle the asset retirement obligation
and the liability recorded is recognized as again or loss in the statement of activities.

(r) Reclassifications
Certain 2005 balances have been reclassified to conform with 2006 reporting practices.

(3 Investments

The fair value of investments consisted of the following as of June 30:

2006 2005
Equity securities:

Domestic $ 40,636 47,325

Foreign — 8,931
Fixed income securities:

Domestic 28,047 36,642

Foreign 5,542 5,467
Mutual funds:

Foreign equity 18,970 12,040
Alternative assets 19,977 —
Certificates of deposit 1,721 1,600

$ 114,893 112,005

Investments as of June 30 are recorded in the statements of financial position by net asset class as follows:

2006 2005
Unrestricted $ 10,787 11,256
Temporarily restricted 29,286 29,850
Permanently restricted 49,101 48,202
Assets held in trust for others (member congregations) 25,719 22,697
Total $ 114,893 112,005

11 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notes to Financial Statements
June 30, 2006 and 2005

(Dollars in thousands)

Investment return for the years ended June 30 is reported within the statements of activities as follows:

2006 2005
Investment income $ 1,870 1,981
Net realized gain on investments 6,011 2,422
Net change in unrealized gain on investments (1,785) 4,065
Investment return $ 6,096 8,468

Promisesto Give

Pledges receivable consisted of the following unconditional promisesto give as of June 30:

2006 2005

Pledge purpose:
Campaign for Unitarian Universalism $ 574 896
Campaign for Congregations 406 257
Umbrella gifts held for others 234 234
$ 1,214 1,387

Amounts duein:
L ess than one year $ 873 997
Two to five years 341 390
1,214 1,387

L ess allowance for uncollectible pledges and present value

discount (112) (136)
Pledges receivable, net $ 1,103 1,251

The rate used to discount pledges receivable was 6% as of both June 30, 2006 and 2005.

Loansto Member Congregations

Loans and advances totaling $6,212 and $7,648, net of allowance for uncollectible loans, as of June 30,
2006 and 2005, respectively, represent loans to member churches for capital purposes, primarily buildings.
In accordance with the policy of the Association, certain loans were granted so as to be noninterest bearing
for a certain length of time. Approximately 6% and 5% of the outstanding balance of these loans are
noninterest bearing as of June 30, 2006 and 2005, respectively. The loans mature at various dates from
February 2007 to January 2030 and bear interest at rates ranging from 0% to 8%.

The allowance for uncollectible loans was $418 and $413 as of June 30, 2006 and 2005, respectively.

12 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notes to Financial Statements
June 30, 2006 and 2005

(Dollars in thousands)

Property and Equipment

Property and equipment was composed of the following as of June 30:

2006 2005

Land, buildings and improvements $ 9,505 9,157
Computer equipment 2,791 2,596
Office furniture and fixtures 515 494
Vehicles 17 17
12,828 12,264

L ess accumulated depreciation (6,211) (5,681)
Property and equipment, net $ 6,617 6,583

Depreciation expense for the years ended June 30, 2006 and 2005 was $467 and $519, respectively.

Bank Debt

During 2002, the Association, on behalf of the CPLC, entered into an agreement with a bank for a term
note of $2,116 (the term note), a $4,000 line of credit (the member lending credit line) and a commercial
real estate mortgage note of $1,600 (the mortgage note). The agreement contains financial and nonfinancial
covenants and is collateralized by the Association’'s real estate mortgages on 39-41 Mount Vernon Street
and 6 and 7 Mount Vernon Place.

(@

(b)

(©)

Term Note

On February 5, 2005, the term note was paid in full.

Member Lending Credit Line

The member lending credit line is used to provide mortgage loan financing to member congregations
according to the existing CPLC lending standards. Draws on the line of credit bear interest at various
rates between 4.74% and 4.88%, and mature at various dates through February 29, 2012. Amounts
owed on behalf of the CPLC under the line of credit total $850 and $2,328 as of June 30, 2006 and
2005, respectively. During 2005, this revolving line of credit was extended to November 30, 2006
and increased to $6,000.

Mortgage Note

The mortgage note bears interest at a fluctuating rate per annum equal to the London Inter Bank
Offering Rate (LIBOR) plus 0.75% (5.73% and 3.84% as of June 30, 2006 and 2005, respectively)
and is payable over consecutive quarters with equal principal installments of $33 and payments of
interest calculated based upon the then-outstanding principal in arrears on each quarterly payment
date. The mortgage note has been extended to November 30, 2006. The outstanding balance as of
June 30, 2006 and 2005 was $1,133 and $1,266, respectively.

13 (Continued)
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UNITARIAN UNIVERSALIST ASSOCIATION
Notesto Financial Statements
June 30, 2006 and 2005
(Dollars in thousands)

Interest expense was $147 and $152 for the years ended June 30, 2006 and 2005, respectively.

Annual repayments of outstanding debt required under these agreements are as follows.

2007 $ 1,983
Tota $ 1,983

L eases and Other Commitments

The Association leases certain office equipment and office space under lease agreements classified as
operating leases. Future minimum rental payments required under operating leases and office rental
agreements that have initial or remaining noncancelable terms in excess of one year as of June 30, 2006
were:

2007 $ 205
2008 138
2009 32

Rental expense charged to operations was $210 and $203 for the years ended June 30, 2006 and 2005,
respectively.

The Association guarantees certain loans extended by various lending institutions to member
congregations. The outstanding guarantees were $2,568 and $2,697 as of June 30, 2006 and 2005,
respectively, on loans totaling $8,449 for both years. The loan guarantees were obtained by the member
congregations via the Association’s loan guarantee program. The Association’s policy is to guarantee 50%
of the outstanding loan principal up to a maximum of $375.

Benefit Plans

The Association has a defined contribution retirement plan covering all employees who have satisfied
initial age and hourly requirements. The policy of the Association is to fund pension costs accrued.
Participants’ interests are fully vested immediately. The provision for retirement plan costs was $826 and
$812 for the years ended June 30, 2006 and 2005, respectively.

14 (Continued)



UNITARIAN UNIVERSALIST ASSOCIATION
Notes to Financial Statements
June 30, 2006 and 2005

(Dollars in thousands)

The Association provides a healthcare retirement plan (the Plan) to certain employees retired prior to 2002.
The measurement date used to determine benefit measures for the Plan is June 30. The following table
details the components of the funded status of the Plan and amounts recognized in the Association’s
financia statements as of June 30:

2006 2005
Accumulated postretirement benefit obligations (APBO) as of
June 30 $ (1,709) (1,763)
Fair value of Plan assets as of June 30 — —
APBO in excess of fair value of Plan assets
(accrued benefit cost) $ (1,709) (1,763)
Net periodic cost $ (165) (245)
Employer contribution 127 127
Benefits paid (127) (227)

Assumptions used to determine the benefit obligation as of June 30, 2006 and 2005 are as follows.

2006 2005
Discount rate 6.50% 5.25%
Rate of increase in healthcare costs 10.00 8.00
The following expected future benefit payments are as follows:
Y ear-end:

2007 $ 139

2008 150

2009 159

2010 165

2011 170

2012 — 2016 863

15 (Continued)



UNITARIAN UNIVERSALIST ASSOCIATION
Notesto Financial Statements
June 30, 2006 and 2005
(Dollars in thousands)

(10) Changein Accounting Principle

In March 2005, the FASB issued FIN 47, Accounting for Conditional Asset Retirement Obligations, an
interpretation of FASB Satement No. 143. This interpretation clarifies that an entity is required to
recognize a liability for the fair value of a conditional asset retirement obligation if the fair value of the
liability can be reasonably estimated. SFAS 143 requires the fair value of a liability for alegal obligation
associated with an asset retirement be recorded in the period in which the obligation is incurred. When the
liability isinitially recorded, the cost of the asset retirement is capitalized.

The Association adopted FIN 47 effective July 1, 2005 and recorded a cumulative effect of a change in
accounting principle of $390, which reflects the accretion of the liability and depreciation of the related
asset component from the liability inception date through June 30, 2005. Accretion of the liability will be
provided in operations for future inflation of these costs, and subsequent actual costs will be charged as
incurred to the liability account.
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UNITARIAN UNIVERSALIST ASSOCIATION
Genera Investment Fund Assets and Liabilities
June 30, 2006

(Dallars in thousands)

Assets:
Investments in securities, at fair value (cost of $103,825)
Dividends receivable

Total assets
Liabilities:
Distributions payable
Accrued expenses
Total ligbilities

Net assets (equivalent to $7.645 per unit based on 15,184,593
outstanding shares)

Totd liabilities and net assets

See accompanying independent auditors’ report and notes to General Investment Fund.
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Schedule |V

117,489
46

117,535

1,175
274

1,449

116,086

117,535




UNITARIAN UNIVERSALIST ASSOCIATION
General Investment Fund Operations
Y ear ended June 30, 2006

(Dallars in thousands)

Investment income:
Dividends (net of foreign tax withheld of $4,746)
Other

Total investment income

Expenses:
Administrative
Manager and consultant
Audit

Total expenses
Net investment income

Realized and unrealized gain (loss) from investments:
Net realized gain from investments sold
Net change in unrealized appreciation (depreciation)

Net realized and unrealized gain from investments
Net increase in net assets from operations

See accompanying independent auditors' report and notes to General Investment Fund.
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1,818
50

1,868

473
586
30

1,089

779

7,615
(2,429)

5,186

5,965




UNITARIAN UNIVERSALIST ASSOCIATION
General Investment Fund Changesin Net Assets
Y ear ended June 30, 2006

(Dallars in thousands)

Increase (decrease) in net assets from operations:
Net investment income
Net realized gain from investments sold
Net change in unrealized appreciation (depreciation)

Net increase in net assets from operations

Distributions to participants
Net increase in net assets from participant transactions

Net increase in net assets

Net assets:
Beginning of year

End of year

See accompanying independent auditors' report and notes to General Investment Fund.
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779
7,615
(2,429)

5,965

(6,503)
4,400

3,862

112,224

116,086




Schedule V11
UNITARIAN UNIVERSALIST ASSOCIATION

General Investment Fund Financial Highlights
Y ear ended June 30, 2006
(For aunit of participation outstanding throughout the year)
(Dollars in thousands)

Selected per-unit data:

Net asset value — beginning of year $ 7.6290
Net investment income 0.0510
Net realized and unrealized gain from investments 0.3930
Total from investment operations 0.4440
Distributions to participants (0.4280)
Net asset value —end of year $ 7.6450
Total return (%) (a)(b) 5.80%
Ratio of expensesto net assets (%) 0.94

(@) Total return calculation is based on the value of a single unit of participation outstanding throughout the
year. It represents the percentage change in the net asset value per unit between the beginning and end of
the year and assumes reinvestment of distributions, if any.

(b) The UUA issues quarterly Performance Summary reports to unit holders in the GIF which show
investment returns compared to benchmarks as calculated by the UUA’ sinvestment advisor. These rates of
return differ from Net Asset Value Total Return for severa reasons, among them: the investment returns
on the Performance Summary are calculated before the deduction of investment management fees and
expenses; and in some cases the periods covered for particular investment funds may not be identical in the
two calculations.

See accompanying independent auditors’ report and notes to General Investment Fund.
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UNITARIAN UNIVERSALIST ASSOCIATION
Notes to General Investment Fund
June 30, 2006
(Dollars in thousands)

Investment Transactions

Purchases and proceeds from sales of securities during the year ended June 30, 2006 were $38,460 and
$60,827, respectively.

Units of Participation

Participant transactions for the GIF for the year ended June 30, 2006 were as follows:

Units Amount
Units issued 950,296 $ 7,453
Units redeemed (720,898) (5,637)
Reinvestments 249,235 1,940
Total 478633 $ 3,756

Reconciliation of GIF Accounting M ethods

The GIF is reported in the accompanying supplemental schedules on a modified-cash basis. Under the
modified-cash basis, dividend income is recorded on the ex-dividend date and distributions to participants
are recorded when declared. Expenses of the Fund are recorded when paid. The following reconciles net
assets of the Fund per the accompanying basic financial statements with amounts reported in the
accompanying supplemental schedules.

Net assets per financial statements:

Unrestricted $ 10,892
Temporarily restricted 28,877
Permanently restricted 47,955
87,724

Assets held in trust for others 25,719
113,443

CPLC and Beacon Press participation in the Fund 1,201
Helen Robertson Trust Fund held separately (25)
Value of Fund per basic financial statements 1,176

Accrued Fund expenses 1,467

Fund net assets per accompanying supplemental schedule
of General Investment Fund assets and liabilities $ 116,086
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