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Independent Auditors’ Report

The General Council on Finance and Administration of
The United Methodist Church - Plan Sponsor and

The Committee on Audit and Review of |

The General Council on Finance and Administration of
The United Methodist Church

We have audited the accompanying statements of benefit obligations and net assets available for
plan benefits of the General Agencies of The United Methodist Church Benefit Plan (“the
Plan™) as of December 31, 2008 and 2007, and the related statements of changes in benefit
obligations and net assets available for plan benefits for the years then ended. These financial
statements are the responsibility of the Plan’s management. 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 audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial status of the Plan as of December 31, 2008 and 2007, and the changes in its
financial status for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Crosaton ¢ Qoo fc.

June 29, 2009
Nashville Tennessee

2525 West End Avenue, Suite 1100 « Nashville, Tennessee 37203 « phone: 615-320-5500 » fax: 615-329-9465 « www.crosslinpc.com
An Independent Member of The BDO Seidman Alliance



GENERAL AGENCIES OF
THE UNITED METHODIST CHURCH BENEFIT PLAN

Statements of Benefit Obligations and Net Assets Available for Plan Benefits
December 31, 2008 and 2007

2008 2007
Benefit obligations:
IBNR claims reserve (note 2) 3 1,407,078 : 1,466,544
Postretirement benefit obligation (note 3);
Current retirees 55,479,594 60,408,550
Other participants fully eligible for benefits 29,647,519 28,030,690
Other participants not yet fully eligible for benefits 31,212,025 39,633,353
Total postretirement benefit obligations 116,339,138 128,072,593
Total benefit obligations 117,746,216 129,539,137
Net assets: ‘
Assets:
Cash ‘ 248,947 326,877
Amounts deposited with GCFA short-term
pooled investment fund (note 2) 5,519,339 5,178,533
Accounts receivable 388,805 318,800
Deposits 645,723 580,230
Investment at Texas Methodist Foundation (note 5) 6,277,406 7,638,098
Investment at United Methodist Church Foundation (note 6) : 2,771,927 3,665,429
Equipment, net of accumulated depreciation of $124,094 and _
$61,484 at December 31, 2008 and 2007, respectively 106,642 100,422
Total assets 15,958,789 17,808,389
Liabilities — accrued expenses 13,066 130,268
Net assets available for benefits 15,945,723 17,678,121
Excess of benefit obligations over net assets
available for benefits : $ 101,800,493 111,861,016

See accompanying notes to financial statements.



GENERAL AGENCIES OF

THE UNITED METHODIST CHURCH BENEFIT PLAN
Statements of Changes in Benefit Obligations and Net Assets Available for Plan Benefits
Years ended December 31, 2008 and 2007

Net increase (decrease) in benefit obligations:
Increase (decrease) during the year attributable to:
Benefits earned and other changes
Medicare Part D subsidy
Changes in actuarial assumptions
Change in IBNR Claims Reserve

Total net (decrease) increase in benefit obligations

Net increase in net assets available for benefits:
Additions:
Contributions ~ premiums charged to General Agencies
and Episcopal Fund (note 1)
Contributions — flexible spending account
Interest income
Investment gain(loss), net

Total additions

Deductions:
Insurance claims paid (note 1)
Premiums paid
Benefits paid — flexible spending account
General Agency Group Insurance Plan Distributions (note 4)

Administration:
Medical and dental fees

Flexible spending account
Compensation

Consultant fees

Audit fees

Miscellaneous

Total expenses for administration
Total deductions
Net increase (decrease) in net assets available for benefits

(Decrease) increase in excess of benefit obligations
over net assets available for benefits

Excess of benefit obligations over net assets available for benefits:
Beginning of year

End of year

See accompanying notes to financial statements.

$

$

2008 2007

(6,954,187) 8,694,180
(554,499) 425315
(4,224,769) (2,090,140)
(59,466) 274 814
(11,792,921) 7,304,169
13,756,957 13,935,394
783,455 670,448
612,587 876.508
(1,002,896) (39,198)
14,150,103 15,443,152
11,450,029 10,528,018
960,041 932,721
763,364 707,644
1,750,000 1,750,000
629,510 566,261
24,142 28,872
140,000 130,000
81,357 171,641

— 18,837

84,058 63,748
959,067 979,359
15,882,501 14,897,742
(1,732,398) 545,410
(10,060,523) 6,758,759
111,861,016 105,102,257
101,800,493 111,861,016




GENERAL AGENCIES OF
THE UNITED METHODIST CHURCH BENEFIT PLAN

Notes to Financial Statements
December 31, 2008 and 2007

(1) Nature of the Organization

The following description of the General Agencies of the United Methodist Church Benefit Plan
(the Plan) provides only general information. Participants should refer to the Plan agreement for a
complete description of the Plan’s provisions.

The Plan, a defined health and welfare benefit plan, was established effective January 1, 1986 for
the purpose of maintaining group insurance benefits, including medical, dental, life, and short and
long-term disability defined benefits, for active and retired employees of certain General Agencies
of The United Methodist Church (General Agencies) and two other United Methodist related
organizations. Effective January 1, 1987, the Plan also began maintaining group insurance
benefits for active and retired bishops provided through the Episcopal Fund of The United
Methodist Church (the Episcopal Fund). The General Council on Finance and Administration of
The United Methodist Church (GCFA) sponsors the Plan. The Plan is exempt from compliance
with the participation, vesting, and funding rules of the Employee Retirement Income Security
Act of 1974.

(a) Benefits

General agency employees working a minimum of 20 hours per week, and their eligible
dependents, are eligible to receive health, medical, life, and disability benefits from the Plan
upon hire. Employees may be eligible to retire with medical and dental benefits for
themselves and their dependents. All retirees are eligible for the retiree life insurance plan.

Effective January 1, 1997, GCFA adopted a policy whereby employees are eligible to retire
with medical, dental, and life benefits if they meet one of four conditions:

e  Retire with a total of 78 “points” (the sum of an employee’s age and years of service);

. If hired after January 1, 1997, retire at age 62 or older with seven years of active
service;

. If hired prior to January 1, 1997, retire at age 62 or older with five years of active
service; or

e  Employees who retire at an age less than 62 with 70 to 77 total points are eligible for
medical benefits for themselves and their dependents, provided that 100% of the
premiums are paid by the retiree until the retiree reaches age 62 or the retiree can
provide proof of insurability for the retiree and their eligible dependents at age 62. At
age 62, the agency resumes paying premiums on behalf of the retiree.
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GENERAL AGENCIES OF
THE UNITED METHODIST CHURCH BENEFIT PLAN

Notes to Financial Statements
December 31, 2008 and 2007

Contributions

In addition to deductibles and copayments, the costs of the Plan are funded by contributions
from employees, retirees, and participating employers as follows:

Participant contribution Employer contribution
2008 2007 2008 2007
Employee 10% 10% 90% 90%
Employee with dependents 20 20 80 80
Retiree 10 10 90 90
Retirees with dependents 20 20 80 80

Medical and Dental Insurance Funding

As of January 1, 2004, the medical and dental insurance funding changed from minimum
premium to a self-insured, administrative services only arrangement. The individual stop
loss for 2008 was $350,000. This arrangement requires that GCFA pay United Healthcare,
the plan administrator, a per person fee each month to provide the network access and
process the claims for participants. The administrative fee is paid via monthly invoice while
claims are funded weekly.

Life and Disability Insurance Funding

GCFA collects amounts from the General Agencies for the premiums for life and disability
insurance. Employees of all General Agencies are grouped together for experience rating
purposes and the premiums for these agencies are remitted in full to the insurance company.

The life and disability plans are fully insured on a straight premium basis with any surplus
or deficit remaining with the insurance company. Employer contributions for these benefits
were $843,958 and $813,159, for the years ended December 31, 2008 and 2007,
respectively.

Flexible Spending Accounts

The Plan allows employees to participate in two flexible spending account programs. The

Health Care Spending account allows a participant to set aside each year an amount on a
pretax basis to pay for unreimbursed health care expenses. The maximum amount was
$7,000 for 2008 and 2007. The Dependent Care Spending account allows a participant to set
aside up to $5,000 each year on a pretax basis to pay for unreimbursed dependent care
expenses. Any amounts remaining in the spending accounts at the end of the year must be
forfeited. Claims may be submitted for expenses incurred during the previous year until the
following March 31st. At December 31, 2008 and 2007, unexpended flexible spending

~
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GENERAL AGENCIES OF
THE UNITED METHODIST CHURCH BENEFIT PLAN

Notes to Financial Statements

December 31, 2008 and 2007

accounts totaled $309,851and $321,261, respectively, of which approximately $6,460 and
$820 were forfeited as of March 31% of the following year. The amount forfeited is
maintained by the Plan and is used for the administrative expenses related to the
management of the flexible spending plan.

Benefit Trust

The 1996 General Conference voted to terminate the prior plan provision of the Staff
Retirement Benefits Program (SRBP) effective December 31, 1996. The Reserve Pension
Fund (RPF) assets not necessary to fund annuities for eligible participants under the prior plan
were transferred to the Health Benefit Reserve deposit account to fund health care benefits.
The General Agency Benefit Trust (Benefit Trust) was established by the 1996 General
Conference as of December 31, 1996. Annually, the Benefit Trust allows a stated
percentage, 4% for 2008 and 2007 of the fair value of Benefit Trust assets at year end, to be
available for distribution to reimburse the participating agencies, through GCFA, for their
funding of employee benefits. The fair value of the Benefit Trust’s assets (not plan assets)
was $110,190,762 and $145,783,102 as of December 31, 2008 and 2007, respectively. The
Benefit Trust approved reimbursement to the General Agencies of $5,831,324 and
$5,601,768 for 2008 and 2007, respectively. Any remaining balance not used to pay agency
retiree benefits is distributed to the participating agencies for their funding of benefits for
active employees to the extent that funds are available. Amounts used to pay agency retiree
benefits were $3,189,568 and $3,393,043 for 2008 and 2007, respectively. Amounts
distributed to the participating agencies were $2,641,756 and $2,208,725 for 2008 and 2007,
respectively.

Other

Although it has not expressed any intention to do so, the Committee on Personnel, Polices
and Practices, consisting of representatives from participating general agencies, has the right
to modify the benefits provided to active employees. In addition, the Plan may be terminated
by the Committee on Personnel, Policies and Practices at any time.

(2) Summary of Significant Accounting Policies

(@)

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting. Benefits are
recorded when paid and an accrual is made at period end for an estimate of claims incurred
but not reported.
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GENERAL AGENCIES OF :
THE UNITED METHODIST CHURCH BENEFIT PLAN

Notes to Financial Statements
December 31, 2008 and 2007

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, claims incurred but not
reported, and postretirement benefit obligations at the date of the financial statements, and
the reported amounts of changes in net assets available for plan benefits and plan benefit
obligations during the reporting period. Actual results could differ from those estimates.

Amounts Deposited with GCFA Short-term Pooled Investment Fund

The amounts deposited with General Council on Finance and Administration of The United
Methodist Church (GCFA) in the accompanying financial statements represent the Plan’s
portion (approximately 20.6%) of the short-term investment portfolio managed by GCFA on
behalf of certain agencies and related organizations of The United Methodist Church. The
short-term investment portfolio includes funds invested in money market funds, interest
bearing checking accounts, bank certificates of deposit, U.S. Government agency notes, a
short-term corporate bond fund, a low volatility hedge fund and notes from other Methodist
organizations. Fair value is based on quoted market prices where available. Where not
available, fair value is based on audited financial statements of the underlying investment
fund or similar entity. The cost of these investments approximates fair value at
December 31, 2008 and 2007. GCFA allocates interest earned on the portfolio to the
participating entities. For the years ended December 31, 2008 and 2007, GCFA allocated
$106,739 and $332,022, respectively, in interest income to the Plan.

Postretirement Benefits

The postretirement benefit obligations represent the actuarial present value of those
estimated future benefits that are attributed to employee service rendered to December 31,
2008 and 2007. Postretirement benefits include future benefits expected to be paid to or for
(1) currently retired or terminated employees and their beneficiaries and (2) active
employees and their beneficiaries after retirement from service. Prior to an active
employee’s full eligibility date, the postretirement benefit obligation is the portion of the
expected postretirement benefit obligation that is attributed to that employee’s service
rendered to the valuation date.

The actuarial present value of the expected postretirement benefit obligations is determined
by an actuary and is the amount that results from applying actuarial assumptions to historical
claims-cost data in order to estimate future annual incurred claims costs per participant, and
the probability of payment (by means of decrements such as those for death, disability, or
retirement) between the valuation date and the expected date of payment.
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GENERAL AGENCIES OF
THE UNITED METHODIST CHURCH BENEFIT PLAN

Notes to Financial Statements

December 31, 2008 and 2007

Assumptions used in the postretirement benefit valuation as of December 31, 2008 and 2007
are as follows:

2008 2007
Discount rate 6.50% 6.25%
Mortality RP-2000 Table RP-2000 Table
Average retirement age 64 64
Trend rates-Medical premiums Initial annual health care cost Initial annual health care cost
trend rate of 10.0% trend rate of 10.5%
gradually reducing over a gradually reducing over a
period of 11 years to an period of 12 years to an
ultimate rate 0f 5% m 2019 ultimate rate of 5% in 2019
and thereafter and thereafter

The forgoing assumptions are based on the assumption that the Plan will continue. Were the
Plan to terminate, different actuarial assumptions and other factors might be applicable in
determining the actuarial present value of the postretirement benefit obligation.

Effect of Other Changes and Actuarial Assumptions

During 2008, the Plan’s postretirement benefit obligations decreased by an amount of approximately
$16.5 million, which is included in benefits earned and other changes. This change resulted from
lower than expected per capita costs for health care (i.e., actuarial experience) as well as
demographic changes in the Plan since the previous actuarial calculation.

The changes in the actuarial assumptions noted above resulted in an increase of the post

retirement benefit obligation of approximately $3,650,000 and $2,090,000 for the years
ended December 31, 2008 and 2007, respectively.

The health care cost trend assumption has a significant effect on the amounts reported in the
accompanying financial statements. If the assumed trend rates increased by 1 percentage
point each year in the future, the postretirement benefit obligation at December 31, 2008 and
2007 would increase by approximately $17,800,000 and $22,400,000, respectively.

Incurred but not Reported (IBNR) Health Plan Claims Reserve

Plan obligations for health claims incurred by all participants but not reported at
December 31, 2008 and 2007, are estimated based upon actual claims expense trends.
Estimates of $1,407,078 and $1,466,544 for claims incurred by all participants are included
in the current benefit obligation in 2008 and 2007, respectively.






