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Independent Auditor’s Report  
 
 
 

Council on Finance and Administration 
Board of Pensions of the 
   Missouri Annual Conference of the  
   United Methodist Church  
Columbia, Missouri 
 
 
We have audited the accompanying financial statements of the Board of Pensions of the Missouri Annual 
Conference of the United Methodist Church (Board of Pensions), which comprise the statements of 
financial position as of December 31, 2018 and 2017, 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. 

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 audit to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements.  The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.  
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control.  Accordingly, we express no such opinion.  An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements.   

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
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Emphasis of Matter 

As described in Note 2 to the financial statements, in 2018, the Board of Pensions adopted ASU 2016-14, 
Not-for-Profit Entities (Topic 958): Presentation of Financial Statements of Not-for-Profit Entities.  Our 
opinion is not modified with respect to this matter. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Board of Pensions of the Missouri Annual Conference of the United Methodist 
Church as of December 31, 2018 and 2017, 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. 

 
 
Springfield, Missouri 
June 4, 2019 
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Assets
 2018  2017 

Cash  $      3,193,804  $      2,984,147 
Accounts receivable, net of allowance of

2018 and 2017 - $297,108 and $226,002, respectively               74,434             120,500 
Due from other funds             317,136             263,034 
Investments          6,842,413          6,867,326 
Prepaid expenses and other                 4,180                         - 

Total assets  $    10,431,967  $    10,235,007 

Liabilities and Net Assets

Liabilities
Due to other funds 39,098$           70,000$           
Accounts payable                         - 24,881

Total liabilities 39,098             94,881             

Net Assets
Without donor restrictions 10,392,869      10,140,126      

Total net assets 10,392,869      10,140,126      

Total liabilities and net assets 10,431,967$    10,235,007$    
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 2018 2017

Revenues, Gains and Other Support Without Donor Restrictions
Apportionments, net of uncollected;

 2018 - $186,266 and 2017 - $251,808  $      1,482,024  $      1,495,302 
Benevolent gift revenue                         -                 1,581 
Other support               90,583               16,353 
Collection from benefit plan participants          8,142,770          7,631,983 

Total revenues, gains and other support
without donor restrictions          9,715,377          9,145,219 

Expenses and losses
Program services             175,421             221,612 
Management and general          8,909,551          9,134,429 

Total expenses and losses          9,084,972          9,356,041 

Change in Net Assets Without Donor Restrictions Before
 Other Gains (Losses)             630,405           (210,822)

Other Gains (Losses)
Investment return           (377,662)          1,019,109 

Change in Net Assets Without Donor Restrictions             252,743             808,287 

Change in Net Assets             252,743             808,287 

Net Assets, Beginning of Year        10,140,126          9,331,839 

Net Assets, End of Year  $    10,392,869  $    10,140,126 
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2018 2017

Operating Activities
Change in net assets 252,743$           808,287$           
Items not requiring (providing) operating activities cash flows 

Net unrealized and realized losses (gains) on investments 377,662             (1,019,109)         
Changes in

Accounts receivable, net 46,066               (61,030)              
Prepaid expenses and other (4,180)                951                    
Accounts payable (24,881)              4,584                 
Due to other funds (30,902)              (1,139)                
Due from other funds (54,102)              306,602             

Net cash provided by operating activities 562,406             39,146               

Investing Activities
Purchases of investments (352,749)            (76,280)              
Proceeds from sales of investments -                         9,172                 

Net cash used in investing activities (352,749)            (67,108)              

Increase (Decrease) in Cash 209,657             (27,962)              

Cash, Beginning of Year 2,984,147          3,012,109          

Cash, End of Year 3,193,804$        2,984,147$        
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Note 1: Nature of Operations and Summary of Significant Accounting Policies 

Nature of Operations 

The Board of Pensions of the Missouri Annual Conference of the United Methodist Church (Board 
of Pensions) is a not-for-profit plan sponsor, along with other annual conferences’ boards of 
pensions, of various pension, disability, death and health benefit plans, programs and funds 
administered by Wespath Benefits and Investments (Wespath).  The Board of Pensions was 
established by the Missouri Annual Conference of the United Methodist Church (the 
“Conference”) to receive and dispense pension and health benefit funds collected for the 
Conference.  These financial statements present the revenues related to these plans from churches 
and affiliated organizations of the United Methodist Church in Missouri to the Board of Pensions, 
and the expenses between the Board of Pensions and Wespath, along with investment income and 
administrative expenses of the Board of Pensions.  Wespath has more extensive explanation of its 
plans and programs in its annual audited financial statements. 

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 and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues, expenses, 
gains, losses and other changes in net assets during the reporting period.  Actual results could differ 
from those estimates. 

Cash 

Cash includes funds held in banks for operating purposes.  Funds invested in temporary 
investments are not considered cash equivalents. 

At December 31, 2018, the Board of Pensions’ cash accounts exceeded federally insured limits by 
approximately $2,948,000.   

Investments and Investment Return 

Investments are carried at fair value.  Investment return includes dividend, interest and other 
investment income; realized and unrealized gains and losses on investments carried at fair value; 
and realized gains and losses on investments. 

Investment return that is initially restricted by donor stipulation and for which the restriction will 
be satisfied in the same year is recorded in net assets without donor restrictions.  Other investments 
return is reflected in the statement of activities as with or without donor restrictions based upon the 
existence and nature of any donor or legally imposed restrictions. 
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Net Assets 

Net assets, revenues, gains and losses are classified based on the existence or absence of donor- 
imposed restrictions.  Net assets without donor restrictions are available for use in general 
operations and not subject to donor restrictions.  Net assets with donor restrictions are subject to 
donor-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.  As of December 31, 2018 and 2017, the Board of Pensions had no net 
assets with donor restrictions and all net assets without donor restriction are internally designated 
for pension and health benefits for participants. 

Contributions and Other Support 

Gifts of cash and other assets received without donor stipulations are reported as revenue and net 
assets without donor restriction.  Gifts received with a donor stipulation that limits their use are 
reported as revenue and net assets with donor restrictions.  When a donor stipulated time restriction 
ends or purpose restriction is accomplished, net assets with donor restrictions are reclassified to net 
assets without donor restrictions and reported in the statement of activities as net assets released 
from restrictions.  Gifts having donor stipulations which are satisfied in the period the gift is 
received are reported as revenue and net assets without donor restriction.   

Unconditional gifts expected to be collected within one year are reported at their net realizable 
value.  Unconditional gifts expected to be collected in future years are initially reported at fair 
value determined using the discounted present value of estimated future cash flows technique.  The 
resulting discount is amortized using the level-yield method and is reported as contribution 
revenue. 

Conditional gifts depend on the occurrence of a specified future and uncertain event to bind the 
potential donor and are recognized as assets and revenue when the conditions are substantially met 
and the gift becomes unconditional. 

Apportionments and Collections from Benefit Plan Participants 

Apportionment revenue and collections from benefit plan participants are reported as revenue and 
net assets without donor restrictions in the month for which it is billed.  

Accounts Receivable 

Accounts receivable are stated at the amount billed to participants.  The Board of Pensions 
provides an allowance for doubtful accounts, which is based upon review of outstanding 
receivables, historical collection information and existing economic conditions.  It is the Board of 
Pension’s practice to not write off benefits receivable unless it becomes advantageous to the Board 
of Pensions or the local church to do so.  
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Functional Allocation of Expenses 

The costs of supporting the various programs and other activities have been summarized on a 
functional basis in the notes to the financial statements.  Functional expenses (Note 8) present the 
natural classification detail of expenses by function.  Certain costs have been allocated among the 
program and management and general categories based on estimates of time spent by personnel 
and other allocable basis. 

Program Expenses 

Program expenses include all activity to support the programs of Board of Pensions. 

Exemption From Income Taxes 

The organization is exempt from income taxes under Section 501(c)(3) of the Internal Revenue 
Code as provided by a group letter ruling issued to the United Methodist General Council on 
Finance and Administration (GCFA) from the Internal Revenue Service and a similar provision of 
state law.  However, the organization is subject to federal income tax on any unrelated business 
taxable income.   
 

Note 2: Change in Accounting Principle 

In 2018, the Board of Pensions adopted ASU 2016-14, Not-For-Profit Entities (Topic 958): 
Presentation of Financial Statements of Not-For-Profit Entities.  A summary of the changes is 
as follows: 

Statement of Financial Position 

 The statement of financial position distinguishes between two new classes of net assets—
those with donor-imposed restrictions, of which there are none, and those without.  This is a 
change from the previously required three classes of net assets—unrestricted, temporarily 
restricted and permanently restricted. 

Statement of Activities 

 Investment income is shown net of external and direct internal investment expenses.  
Disclosure of the expenses netted against investment income is no longer required.   
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Notes to the Financial Statements 

 Enhanced quantitative and qualitative disclosures provide additional information useful in 
assessing liquidity and cash flows available to meet operating expenses for one year from 
the date of the statement of financial position. 

 Expenses are reported by both the nature and function in one location (Note 8). 
 

This change had no impact on previously reported total change in net assets. 
 

Note 3: Investments 

Investments at December 31, 2018 and 2017, consisted of the following: 

2018 2017

Funds held in deposit at Wespath Benefits 
   and Investments

Short-term investment fund  $       589,577  $       258,536 
Multiple asset fund        6,252,836        6,608,790 

 $    6,842,413  $    6,867,326 

 

Total investment return is comprised of the following: 

2018 2017

Net realized and unrealized gains (losses) on investments  $     (377,662)  $    1,019,109 

 

 

Note 4: Pension and Retirement Plans 

The Board of Pensions has three defined contribution 403(b) pension plans for clergy and lay 
employees who meet certain eligibility requirements.  The Clergy Retirement Security Plan 
(CRSP) is a noncontributory pension plan that covers eligible clergy employed by the Conference.  
Contributions to the plan are equal to 3 percent of the compensation base for each individual.  The 
United Methodist Personal Investment Plan (UMPIP) is a pension plan that covers eligible clergy 
and lay employees of the Conference.  Under the UMPIP plan, the Conference contributes 12 
percent of compensation.  Eligible participants may contribute to the UMPIP plan on a pretax or 
after-tax basis up to the maximum amount prescribed by law.    
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The Board of Pensions also participates with other United Methodist organizations in a 
multiemployer, defined benefit pension plan that covers local pastors and the Conference clergy.  
The Clergy Retirement Security Program (CRSP) provides fixed, monthly retirement payments on 
the basis of the credits earned by the Conference clergy.  This plan is administered by Wespath 
Benefits and Investments.  The plan administrator maintains separate funding accounts for each 
plan sponsor, such as the Conference, and claims of each plan sponsor are paid from their funding 
account.  However, in the event a plan sponsor does not have sufficient assets in their funding 
account to fund their claims, the plan administrator may use the assets of other plan sponsors on a 
pro rata basis to fund these claims.  The Conference’s funding policy is to make the minimum 
annual contribution that is required by applicable regulations.  For 2018 and 2017, the related 
amount of pension expense for all plans was $371,973 and $356,530, respectively. 

 

Note 5: Disability, Death and Health Benefit Plans and Programs 

The three current disability, death and health benefit programs include the Comprehensive 
Protection Plan (CPP), providing various welfare benefits to eligible clergy; the Basic Protection 
Plan (BPP), providing various welfare benefits to eligible clergy and lay employees of participating 
local churches, the Missouri Annual Conference of the United Methodist Church, and other eligible 
United Methodist-related institutions; and the Hospitalization and Medical Expense Program 
(HMEP), doing business as HealthFlex, providing group health coverage to employees of 
participating local churches, the Missouri Annual Conference, general agencies and other eligible 
United Methodist-related institutions. 

If approved annually the Conference may provide a nontransferable stipend to certain retired 
clergy.  Clergy retiring with 30 years or more of service or having reached age of 62 may be 
eligible upon attaining age 65 to receive a stipend based on the schedule below: 

 Retiring before July 1, 2005: 50 percent of stipend 
 Retiring after June 30, 2005: 40 percent of stipend 
 Retiring after June 30, 2006: 30 percent of stipend 
 Retiring after June 30, 2007: 20 percent of stipend 
 Retiring after June 30, 2008: 10 percent of stipend 
 Retiring after June 30, 2009: 0 percent of stipend 

The Board of Pensions provided a stipend of up to $275 and $265 per month in 2018 and 2017, 
respectively.     

On December 8, 2003, the Medicare Prescription Drug, Improvement and Modernization Act of 
2003 (the “Act”) was signed into law.  The Act introduces a prescription drug benefit under 
Medicare Part D, as well as a federal subsidy to sponsors of retiree health care benefit plans that 
provide benefits at least actuarially equivalent to Medicare Part D. 
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The Board of Pensions has not reflected the effects of the Act on the measurements because the 
Board of Pensions does not provide creditable coverage as defined in the Act.  The Board of 
Pensions has never considered the stipends as a group plan.   

 

Note 6: HealthFlex Performance Dividend 

HealthFlex is a self-funded church plan, contracting with certain outside firms for administrative 
services only.  In order to manage its risk, Wespath enters into aggregated per-participant stop-loss 
agreements.  As the HealthFlex plan administrator, Wespath bills the Missouri Board of Pensions 
and various other plan sponsors for premiums for benefits received by the Missouri Board of 
Pensions and various other plan sponsors for premiums for benefits received by the plan 
participants.  HealthFlex periodically issues performance dividends to plan sponsors if the plan 
sponsors’ respective underwriting experience is favorable.  The Board of Pensions received a 
performance dividend of $0 in the years ended December 31, 2018 and 2017, respectively. 

 

Note 7: Disclosures About Fair Value of Assets and Liabilities 

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date.  Fair value measurements 
must maximize the use of observable inputs and minimize the use of unobservable inputs.  There is 
a hierarchy of three levels of inputs that may be used to measure fair value: 

Level 1 Quoted prices in active markets for identical assets or liabilities. 

Level 2 Observable inputs other than Level 1 prices, such as quoted prices for similar assets 
or liabilities; quoted prices in markets that are not active; or other inputs that are 
observable or can be corroborated by observable market data for substantially the 
full term of the assets or liabilities. 

Level 3 Unobservable inputs that are supported by little or no market activity and that are 
significant to the fair value of the assets or liabilities. 

Recurring Measurements 

The following tables present the fair value measurements of assets recognized in the accompanying 
statement of financial position measured at fair value on a recurring basis and the level within the 
fair value hierarchy in which the fair value measurements fall. 
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Fair value measurement of assets for the year ended December 31, 2018, was: 

Quoted Prices
in Active Significant

Markets for Other Significant
Identical Observable Unobservable

Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

Funds held in deposit at Wespath 
  Benefits and Investments

Short-term investment fund  $       589,577  $                   -  $       589,577  $                   - 
Multiple asset fund        6,252,836                       -        6,252,836                       - 

 $    6,842,413  $                   -  $    6,842,413  $                   - 

Fair Value Measurements Using

 
Fair value measurement of assets for the year ended December 31, 2017, was: 

Quoted Prices
in Active Significant

Markets for Other Significant
Identical Observable Unobservable

Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

Funds held in deposit at Wespath 
  Benefits and Investments

Short-term investment fund  $       258,536  $                   -  $       258,536  $                   - 
Multiple asset fund        6,608,790                       -        6,608,790                       - 

 $    6,867,326  $                   -  $    6,867,326  $                   - 

Fair Value Measurements Using

 

Following is a description of the valuation methodologies and inputs used for assets measured at 
fair value on a recurring basis and recognized in the accompanying consolidated statements of 
financial position, as well as the general classification of such assets pursuant to the valuation 
hierarchy.  

Investments 

Where quoted market prices are available in an active market or investments could be redeemed at 
cost, securities are classified within Level 1 of the valuation hierarchy.  If quoted market prices are 
not available, then fair values are estimated by using quoted prices of securities with similar 
characteristics or independent asset pricing services and pricing models, the inputs of which are 
market-based or independently sourced market parameters, including but not limited to, yield 
curves, interest rates, volatilities, prepayments, defaults, cumulative loss projections and discounted 
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cash flows.  Such securities are classified in Level 2 of the valuation hierarchy.  Because the Board 
of Pensions can redeem its investments at a unit value per share (equivalent of net asset per share) 
at December 31 or within a reasonable period of time, the investments at Wespath Benefits and 
Investments are classified within Level 2 of the valuation hierarchy.  In certain cases where Level 1 
or Level 2 inputs are not available, securities are classified within Level 3 of the hierarchy.  The 
Board of Pensions has no investments classified as Level 3 within the hierarchy. 

The short-term investment fund at Wespath seeks to maximize current income consistent with 
preservation of capital. 

The multiple asset fund at Wespath seeks to provide investors with relatively long time horizons 
and investment which focuses on long-term investment growth and income from exposure to a 
broadly diversified portfolio comprised of U.S. equities, fixed income securities, international 
equities and cash equivalents.  Withdrawals may be requested at any time and will be processed as 
of the first of the month following the request. 

 
Note 8: Functional Expenses 

The costs of supporting programs and other activities have been summarized on a functional basis 
in the statement of activities.  The table presents the natural classification detail of expenses by 
function as follows: 

Total

Benevolent disbursement  $       175,421  $                     -  $     175,421 
Employer benefit expense                      -          8,835,274      8,835,274 
Meeting and event expense                      -                 4,267             4,267 
Administrative expense -                     70,010              70,010         

 $       175,421  $      8,909,551  $  9,084,972 

Total

Benevolent disbursement  $       221,612  $                     -  $     221,612 
Employer benefit expense                      -          9,058,112      9,058,112 
Meeting and event expense                      -                 7,816             7,816 
Administrative expense -                     68,501              68,501         

 $       221,612  $      9,134,429  $  9,356,041 

2018

2017

Program 
Services

Management 
and General

Program 
Services

Management 
and General
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Note 9: Liquidity and Availability 

Financial assets available for general expenditure, that is, without donor or other restrictions 
limiting their use, within one year of December 31, 2018 and 2017, comprise the following: 

2018 2017

Total financial assets 10,110,651$  9,971,973$    

Financial assets available to meet cash needs for 
   general expenditures within one year 10,110,651$  9,971,973$    

 
 
The Board of Pensions regularly monitors the availability of resources required to meet its 
operating needs and future liabilities with respect to all iterations of the defined benefit plan 
administered by Wespath Benefits and Investments, while also insuring appropriate returns through 
investments and management of its fiduciary responsibilities to the annual conference and all 
benefit plan participations.  For purposes of analyzing resources available to meet general 
expenditures over a 12-month period, the Board considers all expenditures related to its ongoing 
activities of administering the health insurance plan for full-time clergy known as HealthFlex 
Exchange, administering contributions to the Clergy Retirement and Security Program in both its 
defined benefit and defined contribution components, managing default aspects of the 403(b) 
retirement savings plan known as the United Methodist Personal Investment Plan for Missouri 
Annual Conference clergy, administering Healthflex Exchange’s accompanying wellness program, 
conducting clergy education, especially focused on retirement preparation; as well as the conduct 
of services undertaken to support those activities. 

 

Note 10: Related Party Transactions 

The Conference maintains and administers a comprehensive and coordinated plan of fiscal and 
administrative policies, procedures and management services for the Missouri Annual Conference.  
These include providing administrative services for the Board of Pensions, for which an annual 
payment is made to the Conference by the Board of Pensions.  The payment made by the Board of 
Pensions is $70,000 annually. 

 

Note 11: Subsequent Events 

Subsequent events have been evaluated through June 4, 2019, which is the date the financial 
statements were available to be issued. 

 


