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UMC Pension Plans:
History and Evolution



Church Plans Context

Church plans
“are some of the oldest retirement plans
in the country” ...
“several date back to the 1700s”

125 Cong. Rec. 10,052 (1979)
(statement of Sen. Talmadge)

1784
Christmas Conference of Methodist Church

“Worn-out preachers fund”
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UMC Clergy Pensions Timeline

®
{1784 1 1908 P 1928 ® 1030 2007
Christmas Board of Conference Ministers I ® 1982 Clergy
. Reunification Reti t
Conference, Claimants Reserve A Ministerial etiremen
Preachers Pension Fund 1968 Pension Security
Fund ?1918 (Pre-82) Uniting Plan (MPP) Program
Board of Finance Conference (CRSP)
Evangelical 1921 Social ERISA CRSP
Association Unite?d Brethren Security Revised
Pension Board

Principles, Pressures, Responses:

Support for retirees Defined level of benefit; Funding benefit Shared risk and
and survivors Standard for funding when earned responsibility

NO unfunded liability  Sustainability
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Church Plans Formalized

* Defined “church plans”
* Exempted church plans from
much of ERISA

1974
ERISA* enacted

*ERISA: Employee Retirement Income Security Act

M |Employves Retirement Income Security Aci|

S ——
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Church Plan Characteristics

Church plans are exempt from
certain ERISA requirements, including:

* Pension Benefit Guarantee Corporation coverage (Title 1V):
— No premiums; no pension insurance for benefits

*  Minimum funding requirements

* ERISA fiduciary standard—prohibited transactions

e Strict notice requirements

* Certain coverage requirements

* Reporting requirements—Form 5500

* Claims and appeals procedures
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Pre-82 Plan—Conference Variability

Characteristics

Conference and participant contributions
Individual accounts

Vesting schedules (as of 1972)

Surviving spouse benefit

PSR linked to Conference Average
Compensation (CAC), until 2012

Conference Options

* Benefit level: Past Service Rate (PSR)

* Contingent annuitant
(surviving spouse) percentage

* Funding schedules
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Pre-82 Plan Timeline

? 1928

Ministers
Reserve
Pension
Fund
(Pre-82)

? 1972

Vesting
rules
adopted

Unfunded
liability
published

1980
MPP
approved

2021
funding
target set

? 1982
Plan closed;
MPP begins

MPP
contribution
rate tied to PSR

1 1999

PSR at least
0.8% of CAC

Same PSR for
local pastors
as other
clergy

? 2002

Pre-82
Funding Plan
required

? 2007

2% PSR
increase
minimum;
Accelerated
funding for
> 2%

2012

Benefit increases
require payment
in advance +
approved
funding plan

PSR to CAC
requirement removed

Multiple PSRs
allowed for mergers

Principles, Pressures, Responses:

Need for
centralized,
connectional

plan

Increasing
awareness
of benefit
obligation

Fund-raising to
address liabilities

Concern for
underfunding

Pressure to
increase PSRs

Reduce liability
increases

Conference accountability

for benefit decisions
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MPP—New Plan, But Some Old Traits

Conference Options

Characteristics
(for MPP account contribution base):

* Benefits immediately vested * Actual compensation (DAC minimum)
* “Mandatory” clergy contribution = * Actual up to 150% of DAC (DAC minimum)
3% of compensation (until 1998) * DAC—most conferences chose this

*  “Church account” contribution based on
Denominational Average Compensation
(DAC), at a minimum, for full-time service

* Same contribution for single or married clergy
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MPP Timeline

¢ 1982
MPP begins

100% paid
as annuity

¢ 1993

Up to 25%
lump sum
option

o 1998

Waivers
allowed for
part-time
appointments

92003

8% annuity
conversions
replaced with
market rate

? 2004
End of DIF*

First MPP
actuarial
valuation

® 2007
CRSP begins;
MPP closed

¢ 2009
Lump sum option
raised to 35%

Annuities funded
ratio falls to 90%

? 2011
Contribution
required;

CPP* “holiday”

? 2012

Exactly 65% must
be annuitized

Principles, Pressures, Responses:

Flexibility for
access to funds

Awareness of conference
liability for annuities

* DIF: Diversified Investment Fund; CPP: Comprehensive Protection Plan

Funding challenge due to
global market collapse

Moves toward sustainability

Limit conference

liabilities
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CRSP Characteristics

e Service years January 1, 2007, and after

e Shared risk between conference and participant
— Defined benefit (DB) component
— Defined contribution (DC) account

* Dual understandings of equity
— Equal amount: DB is DAC-based for all (except bishops)
— Equal rate: DC based on each person’s compensation

e Participants control DC investments
* DB contributions based on participant count

* DB funding provides 2% cost-of-living increase

10 | Wespath



CRSP Timeline

®
02009 2012 . ¢ 2014
Low point of elobal Two options for Reduced
P & General Conference: DB formula
market collapse
1) Reduced DB cost
2007 Mounting concern ® 2011 and benefit No Joint and ¢ 2017 o
CRSP begins | about cost of clergy Corridor Funding | 2) DConly Survivor subsidy | DAC definition excluded
benefits for CRSP and compensation in lieu of
MPP Annuities Conference group health plan
Sustainability decision on
Advisory Group part-time
eligibility

Principles, Pressures, Responses:

Shared risk and Stabilize CRSP Choice between Lower costs and Prevent conference
responsibility with MPP assets lifetime income and liabilities health plan decisions
accruing no new I from raising DB costs
liabilities Flexibility for
conferences
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Summary of Clergy Plan Concepts

Basis for benefit

Account balance

Pre-82 MPP CRSP | CRSP 1l
. ) . Contribution . e
Conference decisions | Benefits, funding Almost none Part-time eligibility
base and rate
Participant access None initially;
to account None 5% then 35% DC account DC account
e ) 100% initially; . :
(o)
Lifetime income 100% of benefit 5% then 65% DB portion DB portion
Formula or Formula (DB), Formula (DB),

Compensation

CAC, until 2013

DAC, for most

Actual for DC

DBSM account DC account DC account

Surviving spouse .. ..
e fundhing Conference Participant Conference Participant
DAC for DB DAC for DB

Actual for DC
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Changes Over Time

* Clergy retirement plans

— Increasing participant access to funds
and investment control

— Continuing use of average compensation
(CAC or DAC), but increasing use of
actual compensation

— Alternating provisions for funding
Joint and Survivor benefits

* Pastoral appointments and assignmel
—  Full-time to part-time
— Participants to non-participants
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