Re: New York Conference

December 7, 2011

Background and Summary
The Council of Bishops commissioned the General Board of Pension and Health Benefits
(GBPHB) and the General Council on Finance and Administration (GCFA) to partner in providing
conferences with a Financial Advisory Consulting Team—known as FACT. Under the guidance of
Bishop Bruce Blake, FACT worked with the New York Annual Conference (NYAC) in October
through December 2011, under the NYAC leadership of Bishop Jeremiah Park; Reverend John
Cole, pastor and chair of the Bishop’s Strategic and Economic Analysis Task Force; and Ross
Williams, treasurer.
From a list of 20 NYAC members provided by Bishop Park, we were able to carry out detailed
interviews and an initial face-to-face meeting on November 7, 2011, at the NYAC office, where
Bishop Park and members of the NYAC identified a dozen critical dilemmas. For the purpose of
this analysis, “dilemma” is defined as something that, if not addressed, would negatively impact
the Church’s mission to make disciples of Jesus Christ for the transformation of the world. FACT
consolidated the 12 critical dilemmas to the seven listed below:
1. Strategic Planning: Develop an overall high level strategy for NYAC.
2. Property Optimization: Assemble a group to work on making difficult decisions on how
to redeploy resources from the conference and local churches (people and properties).
3. Ineffective Clergy: Develop processes and mechanisms for exiting ineffective clergy.
Three related dilemmas were identified: work on how to deal with ineffective clergy;
consider the role of the Board of Ordained Ministry (BOOM) in clergy effectiveness; and
possibly consider a moratorium on new clergy membership.
4. Clergy Optimization: Help revitalize our congregations through revitalizing our clergy.
Two related dilemmas were identified: convene a group to work on making tough
decisions on how to redeploy people resources from the conference and local churches;
and work on how to support all clergy through leadership development.
5. Identify congregations with potential to build authentic communities of faith with

increased vitality. Balance spiritual disciplines and service. Need to be specific in
defining vitality and authenticity.
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6. Empower Laity: Work on dealing with small churches through lay empowerment and
commitment. Work on lay empowerment for all churches.
7. Recapture some of the spiritual core and enthusiasm of Methodism.
FACT concurs with these dilemmas and possible solutions. In fact our nine recommendations,
in part, are influenced by them. Additionally, our recommendations are based on several factors
internal and external to NYAC, including extensive research that involved analysis of NYAC data
and processes, countless e-mails and phone calls, our regular contact with all the other annual
conferences (including consideration of their successes and failures), as well as our experienced
and diverse professional judgment.
Throughout the course of our work we found the people of NYAC to be committed to their
faith, remarkably diverse, relatively open, forthcoming, largely positive and desirous of
decisions to be made to help the annual conference most effectively live its vision of “the grace
of God embodies a beloved community of hope, building up a healthy Body of Christ, with heartwarmed United Methodists in mission for the transformation of the world.”
In short, we saw and heard a lot of good discussions, yet also observed frustration that
decisions were not being made despite the strong analysis and prayerful discernment within
NYAC. We think this is not due to a lack of leadership, as the conference has demonstrated at
many levels its ability to call for and lead the necessary studies and task forces—but perhaps
due to the self-described “track record of not finishing what it starts.” This is not a new
phenomenon, nor exclusive to NYAC. Yet when the NYAC does not make a tough decision in a
timely manner, it minimizes its own progress. Worse, in today’s world of declining membership
and resources, the negative impacts of indecision are exacerbated. That said, we believe NYAC
is at a critical junction and the timing is right for laity and clergy to step up and make the tough
decisions that will ultimately enable the conference not just to survive, but thrive.
FACT’s recommendations for NYAC are summarized on the following pages. NYAC leadership has
agreed to embrace and continue to address the following recommendations in order to optimize
NYAC’s investment in its Conference and the Connection.

This report reflects the opinions of FACT members, but not necessarily the views of their conferences or general agencies.

Page 3 of 21

FACT’s primary recommendations focus on the following areas:
1.
2.
3.
4.
5.
6.
7.
8.
9.

Strategic Planning
Conference Leadership/Culture
Clergy Revitalization
Called Anew/Ineffective Clergy
Laity Empowerment
Congregational Sustainability/Apportionments
Conference Benefits
General Financial Sustainability
Communications

Strategic Planning
The number one dilemma to come out of the interviews and face-to-face meetings was the
need to develop a strategy. We concur, with some critical qualifiers added: 1) the strategy
must be long term; 2) it must not only be developed, but effectively implemented; and 3) it
must have a supporting and rolling five-year financial plan.
What is a strategy? Simply put, it’s the most efficient and effective way to get from where we
are to where we want and need to be.
Currently the conference is largely “operating,” that is, addressing present circumstances
without robust guidance by a longer-term strategy or supporting plan. Great operational
progress has been made on program and ministry; now further tactical progress needs to be
made on the number and effectiveness of clergy, as well as the self-sustainability of facilities.
What it wants and needs is to focus its operations in alignment with a long-term strategy that
supports its stated vision. A long-term strategy is key to help get everyone working together
toward the same end. Furthermore, it helps address one of NYAC’s greatest self-described
challenges: difficulty carrying out what it knows it needs. NYAC knows its challenges and
properly staffs groups to assess them, but has trouble completing the tasks. A strategy with
identified priorities and a supporting long-term financial plan helps address this dilemma; it
eliminates analysis paralysis by helping to make the decisions that some would rather avoid.
Whatever the issue—from people to programs to budgets and everything related to them—the
decisions practically answer themselves when put in context of the strategy. Does this or that
decision support the strategy—that is, does it facilitate achievement? If not, the person isn’t
hired or the ministry isn’t performed. At best these misaligned resources are being used to
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delay NYAC from achieving your strategy; at worse, indecisiveness could be keeping you from
ever achieving it.
If the result of the decision supports NYAC in achieving its long-term strategy, then the question
is asked if we can afford (living within our means) the person, ministry, etc. on a long-term,
total-cost basis. If so, the decision is made and we effectively implement it.
If this process says “no” to a person or ministry, etc., it doesn’t mean that they don’t have
worth—in fact, they most likely do—just not in alignment with NYAC’s strategy, means and
vision. The person or ministry may be better suited elsewhere, and it’s in the best interest of all
parties that all resources—be they human or capital—work where they are most effective.
Setting a strategy is not rocket science, nor does it need to take several months to develop.
Much of the necessary knowledge and work already exist within the conference, its people and
its various task forces over the years. The key is to draw this information out, formalize it, and
effectively communicate throughout the entire conference and related communities. A critical
element, especially in NYAC, is to make a commitment to retaining and ultimately completing
the strategy. There have been too many situations in the past where a plan or concept was
developed and action initiated, only to see it go by the wayside.
Thus, we strongly recommend that before the end of this week, Bishop Park’s Strategic and
Economic Analysis Task Force optimally modify itself for the added responsibility to begin
developing a controlling long-term strategy and supporting financial plan for NYAC—with target
implementation by March 31, 2012. They would add individuals, if necessary, who are helpful
to setting and achieving this added and now primary responsibility. This task force had a very
impressive start, but was intentionally suspended after learning of FACT at the Financial
Leadership Forum early this year and seeking FACT’s assistance. FACT will now work with this
optimally modified task force, giving concrete ideas and suggesting models and individuals who
can assist in the very difficult task of re-starting its excellent progress. Difficult as it is to restart,
it must be done. The FACT team is prepared to go into depth with conference leaders on how to
efficiently establish a long-term effective strategy as well as a supporting five-year plan well
before annual conference.
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Conference Leadership/Culture
The professed strength of the conference is diversity. A danger in any organization is for its
strength to become an end in itself—rather than means to an end (i.e., making disciples of
Jesus Christ for the transformation of the world). Because the NYAC is uniquely gifted with
diversity, there are ample examples of its diversity strengthening the conference’s mission and
ministry, as this diversity is the forward edge for the conference (e.g., Vision Bearer, newly
chartered congregations, and racial and ethnic congregations). However, as the diversity grows,
the challenge is to help the cross-cultural appointment task force be even more fruitful. NYAC
can take this gift of diversity, while understanding it is also a challenging gift. Thus, we
recommend that Vision Bearer, along with the cross-cultural appointment task force—and its
congregations—be further energized to capture these benefits—for and to more people.
It is recommended that each district superintendent develop two or more strategic planning
units to address the question: “How can our diversity be an asset and utilized for making new
disciples for the transformation of the world?” It is recommended that each planning unit
include clergy and laity leadership from three congregations that have fewer than 100 in
worship attendance and are served by a full-time pastor.
It is also recommended that the bishop and conference lay leadership jointly name one person
to lead this effort, with the authority to:
1. Hold the district superintendents accountable for naming the planning units, including
the head of each unit.
2. Hold the planning units accountable to have meetings twice a month.
3. Hold the planning units accountable for regular reporting to each congregation
represented on the unit.
4. Develop a communication plan to share the findings with the annual conference.
5. Report to the bishop and conference lay leader an assessment on the production of
these units prior to annual conference 2012.
This most recent recommendation is unique but necessary, as the tasks must be completed. It
appears to us that one of the major causes for the financial dilemma in NYAC—i.e., full-time
pastors appointed to less than full-time appointments (see attachment 10, “Clergy & Charges”)
has not been fully confronted. We recommend that reports of such efforts be intensified,
documented and well-communicated. This unique recommendation is one way to address root
causes of the problem in NYAC, rather than tinkering with the symptoms.
This report reflects the opinions of FACT members, but not necessarily the views of their conferences or general agencies.

Page 6 of 21

Clergy Revitalization
In the interviews and the November 7 meeting, there were numerous references to “the Clergy
Union.” This reference implies that conference membership has become leverage for
entitlement for many clergy. In other words, annual conference membership for some clergy
has become a union membership of entitlement. The promise to support the church with
prayers, presence, gifts, service and witness are the vows a layperson takes when joining the
church. The promises clergy make at ordination include those and much more, per The Book of
Discipline ¶332 through 340, such as to lead the people of God to faith in Jesus Christ, to
participate in the life and work of the community, and to seek peace, justice, and freedom for
all people.
Therefore, it is recommended that the Board of Ordained Ministry plan one or more meetings
of the Order of Elders addressing the potential and possibilities of annual conference
membership as distinctly different from membership in the Annual Conference Session
(including at least as many laity as clergy). To be clear, clergy membership, unlike laity, is not in
the local church; clergy membership is in the annual conference. For clergy, therefore, the vows
of church membership—prayers, presence, gifts, service and witness—are expressed through
membership in the annual conference. Often, some clergy (throughout the Connection) forget
this and therefore are not consistently responsible or responsive in their church (conference)
membership. We perceive this to be the case in NYAC. This can result in clergy exhibiting lessthan-full support toward the conference.
It is further recommended that following these meetings, and drawing in part from the
“Responsibilities and Duties of Elders and Licensed Pastors” (Discipline ¶ 340), the Board of
Ordained Ministry re-emphasize and raise the bar on expectations most critical to the
conference’s vitality and self-sustainability, for all NYAC clergy members to carry out faithfully.
Raising the bar shall include the responsibilities of full members of the annual conference to
each other, and provide leadership for every congregation to be a mission station, a place
where disciples are made for the transformation of the world. Then specific measurements or
criteria for these most critical duties will be developed and monitored.
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Called Anew/Ineffective Clergy
In the interviews and the November 7 meeting—as is common throughout our denomination—
there were numerous references to ineffective clergy. Again, these references are not unique
to NYAC; they are all too common throughout our denomination. These clergy have developed
track records of ineffectiveness that plays out in declining attendance, offerings and
participation in the churches they serve, increased conflict in the church, and requests by the
Staff-Parish Relations Committees for these clergy to leave the church. Most of these clergy are
unable to stay in an appointment more than three years at best. Perhaps most compelling was
the reference to lack of growth and perceived laziness and/or inappropriate allocation of time
and leadership efforts for the evangelistic task and mission outreach.
Therefore, it is recommended that the bishop and chair of the Board of Ordained Ministry
appoint a strategic personnel planning group whose sole purpose is to address expectations of
clergy leadership in NYAC. This group must be comprised of lay persons who have experienced
the maximum expectations of clergy leadership. (There are many laity who are lifelong United
Methodists who have developed an understanding of clergy effectiveness. Many of these
persons have served on district committees on the ministry and for the past 25 years on conference
boards of ordained ministry.) Additionally, we recommend this planning group include clergy
who have attained maximum efforts of pastoral leadership in making disciples for the
transformation of the world.
It is recommended that this group be no larger than nine persons who will meet at least twice
a month and make their recommendations to a joint meeting of the cabinet and Board of
Ordained Ministry no later than one month prior to the 2012 session of the NYAC.
It is recommended that the Cabinet and Board of Ordained Ministry report to the Executive
Session of the 2012 Annual Conference concerning the work of this committee if the
recommendations are endorsed by the Cabinet and Board. Furthermore, it is recommended
that these expectations are monitored and measured, remedial or training efforts are
prescribed and administered for clergy who don’t meet the expectations, and then assuring
the process is maintained until the clergyperson meets expectations or is exited.
Additionally, FACT recommends a method for dealing with this dilemma that is being used
successfully in the Indiana Annual Conference, which they named Called Anew With Love. This
program is designed to help faltering clergy discern that their original calling to parish ministry
may need re-examination, and then gives them financial assistance necessary to transition out
of ministry. The Called Anew program asks: what does this clergyperson need to transition into
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a secular job given that he or she is somewhat dependent on the church for a parsonage and
pension and health benefits; and what can the conference do to make transition out of ministry
as easy as possible for the pastor and family?
A typical financial package for a pastor includes three months’ salary, six months’ health care,
a move to a new residence, and assistance in any type of training or licensing that might be
needed. For example, one person in the program had been a realtor in his former career, and
the conference paid for his realtor review class and relicensing. Each financial package is
customized to the particular needs of the clergy and his/her family. When ineffective clergy
are also excess clergy and not replaced, these severance costs more than pay for themselves
in a year or less.
In Indiana, a fairly detailed process is in place to identify clergy for this program, up to and
including their actual leaving the ministry. Documentation is an important component that
must be maintained by all district superintendents. However, the conversation begins with the
clergy and his/her spouse and the bishop (along with a district superintendent) in a very
pastoral way. The clergy is told that the bishop and Cabinet cannot find an appointment for
them and then the Called Anew With Love process is explained. The clergy is not asked to make
a decision at that time; a few days are allowed for consideration of the offer. Although there
have been a few situations where the clergyperson has been very angry, most of these
conversations have gone very well. If needed, the conference representative explains that if the
person does not accept the offer, he or she will be referred to the Board of Ordained Ministry
to begin the exiting process. To date, all have accepted the Called Anew With Love process
without need to refer to the Board of Ordained Ministry.
The Indiana Annual Conference funded this program with donations raised quietly by the
bishop and other funds that were available to the bishop, the Cabinet and the Board of
Ordained Ministry. This year they exited nine clergy.
Additionally, conference leadership may wish to support and follow the outcome of legislation
by the Church Systems Task Force to the 2012 General Conference to create a “Voluntary
Transition Program,” which will provide support for clergy wishing to leave ordained ministry,
with conference approval, through a joint effort of the Comprehensive Protection Plan and the
annual conference.
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Laity Empowerment
Laity are key assets of the conference. As such, they can and we recommend that they be more
effectively called and deployed as ministers of Jesus Christ in the world. The continued use of a
pastor/staff-centric model of congregational ministry in which the laity hire others to carry out
their call is neither financially sustainable nor faithful to the teaching of the Gospel.
Conference leadership—both lay and clergy (to be identified at your meeting on December 7)—
must work clearly to establish, communicate and support an understanding of the roles and
expectations of the laity, and must be willing to support and hold congregations accountable
for achieving those expectations. FACT recommends four steps for beginning this process:
1. Establish a specific, challenging, conference-wide statement on the rights and
responsibilities of laity that calls for a transition to high-commitment discipleship.
We recommend that this statement or call reflect a well-rounded understanding of
discipleship that includes the ministries of mercy, justice/witness, worship, prayer,
devotion and learning; as well as specific expectations on offering their prayers,
presence, gifts, service and witness. We recommend the statement to be considered
and approved by the NYAC at its 2012 session.
2. Upon passage of the statement and through fall 2012, we recommend that NYAC work
through existing true centers of strong lay leadership (perhaps lay speakers, United
Methodist Women, United Methodist Men, young people’s ministry, etc.)—where
appropriate (to objectively assess which existing lay groups are most likely to buy into
an understanding of discipleship that is perhaps different than their present ideas and
practice. These identified and other dynamic lay leaders would then establish a network
of lay advocates who can work with churches on increasing the level of commitment
and quality of personal discipleship among the laity.
3. As part of a larger conference-wide effort to establish goals and strategies for each
congregation, we recommend that every church develop a plan for enhancing the
ministry of laity, including specific expectations on offering their prayers, presence,
gifts, service and witness.
4. The cabinet, as part of its work in identifying and establishing congregations that are
financially sustainable, we recommend they consider new appointment-making
strategies that can use clergy deployment as a means of enhancing the role of laity,
particularly in small congregations. We recommend this include larger circuits with
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individual congregations led and pastored by their members under supervision
of an elder.

Congregational Sustainability/Apportionments
The long-term sustainability of the conference and its churches requires a clear-eyed, factbased analysis of each congregation’s potential for enhanced vitality and ministry in its
community. Data indicates that many churches in the conference are burdened by paying for
buildings and styles of pastor-led ministry they can no longer afford. At the same time, the
conference has been blessed by its forebears with a great wealth of assets that can be used
and deployed for new ministries in new places with new people.
We recommend any successful strategy for NYAC, at its foundation, provide a means for
cultivating enhanced vitality among its congregations. FACT recommends the following steps
to develop and implement that strategy:
1. Establish before yearend 2011 a team of conference leaders to develop ways to
measure, through quantitative and qualitative data, each congregation’s current vitality
and potential for enhanced vitality in the future. We recommend this process be clear,
straightforward and transparent for all United Methodists in NYAC.
2. With these measures and processes in place, we recommend an analysis and
determination on present and future vitality for congregations be established to:
a. Support the bishop and the cabinet in their work to identify congregations where
new ways of providing pastoral leadership are necessary.
b. Identify congregations where vital ministry is no longer possible, and establish
a grace-filled process to redeploy those assets elsewhere.
c. Identify congregations with the potential and desire to be more vital, and
strategically deploy assets (loans, grants, training, coaching, etc.) that invest
in their future sustainability.
d. Identify congregations where high vitality is clearly present, and work to
celebrate and learn from their successes, particularly those “turn-around stories”
that can give encouragement to congregations that are aspiring to vitality.
3. A process for enhancing the vitality of congregations requires time and patience. As the
conference works to implement ways to enhance vitality in those congregations
described in 2.c. above, we recommend it be mindful to work with a few key churches
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(no more than three to five per district at a time) to ensure there is adequate support
and supervision of the process.
For example, ultimately, congregational sustainability and church vitality can be defined by
whether the local church can stand on its own. The days of subsidizing churches, with the
exception of unique short-term situations, are long gone, as our decking demographics clearly
show. FACT is not about closing churches. FACT is about promoting accountability, with
churches living within their means. Thus, if a “family” or small church wants to remain, amen!—
provided they can fully support the church and pastor. That means fully covering maintenance,
repairs, insurance, a fair salary, benefits, etc. If not, and their church can’t become selfsustainable in two years, then they’ve demonstrated they are not sustainable. Therefore, the
property should be sold and the proceeds used to establish new congregations—perhaps
churches—and necessary reserves.
This aforementioned self-pruning is needed and will ultimately make the conference stronger
overall, both locally and throughout the connection. These decisions are best made at the
conference level; that is, above and beyond the district level as currently recommended by The
Discipline. Therefore, we recommend a strategic facilities committee be established before
yearend, staffed with those with related and relevant experience (perhaps Tom Macleod, Bill
Shillady, Ross Williams) and willing to make the tough decisions, to establish a fair measure of
sustainability, to assess sustainability of all churches in the conference within six months and,
for those deemed currently unsustainable, to obtain self-sustainability within one to two years
or be compelled to be sold, reallocating the proceeds to a more fruitful garden.

Conference Benefits
FACT recommends establishing a long-term funding plan for all benefits, including active and
retiree health, pension and welfare.
In order to potentially reduce retiree medical costs and offer retirees individual choices
regarding their health care, we recommend NYAC’s benefits administrator obtain financial
analyses from Extend Health, Inc. Extend Health operates as a Medicare and health insurance
exchange in the United States. The company helps Medicare-eligible retirees and their
employer sponsors find and choose Medicare or individual health insurance plans. New York
Annual Conference’s retiree health benefits calculate to a currently accrued benefit obligation
of $38 million, or $47 million for the expected benefits obligation, as of December 31, 2010.
The program is relatively generous, with the conference funding 75% of the Medicare
supplemental and pharmacy benefit for clergy who have more than 15 years service, and then
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reducing the retiree’s 25% obligation by almost one-third with funds from the Medicare Part D
rebate and use of reserves. We urge consideration of:
•

Applying the Medicare D rebate and any other returns to the program, such as favorable
experience rebates, to the long-term unfunded retiree health liability—rather than
using these funds to reduce premiums;

•

Increasing the 15-year requirement for receiving the full 75% conference funding;

•

Capping the conference contribution toward retiree health coverage at a fixed amount,
rather than a fixed percentage of an increasing amount. A conference-funded Health
Reimbursement Account (HRA) could help retirees afford their increased share of health
care premium, while providing a predictable, fixed cost for NYAC.

Several factors lead us to these considerations, which admittedly may need to be phased in
over time to avoid undue hardship on retirees:
•

Large numbers of NYAC clergy will gain retirement eligibility over the next decade,
potentially greatly increasing the cash flow required for retiree health benefits.

•

Sustaining any meaningful retiree health program over the long term calls for
addressing the existing unfunded liability.

•

The Medicare D rebate may decrease or go away as Health Care Reform changes
eliminate the Medicare D “donut hole.” It could be important to wean retired clergy
away from this subsidy before it disappears.

FACT recommends that the benefits coordinator conduct a monthly reconciliation of invoices
for HealthFlex, the defined contribution part of the Clergy Retirement Security Program (CRSP
DC), and the Comprehensive Protection Plan (CPP) to ensure consistency between what the
conference is billing the churches and what GBPHB is charging the conference.
We also recommend conducting periodic audits to make sure all eligible clergy are enrolled
and to make necessary changes in the Benefits Access system to assure all participant data
is up-to-date.
In relation to the benefits coordinator’s work, elective arrangements (special arrangements)
under CPP have proven to be some of the most challenging for benefits staff in any conference
to administer safely and consistently. The Book of Discipline 2008 gives authority for the
conference board of pensions to recommend CPP special arrangements. FACT recommends the
conference board of pensions review the current special arrangements, explore the rationale
for why current arrangements have been selected, and consider any revisions that may be
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prudent and appropriate. Also, we recommend the conference board of pensions consider
creating policies for who is responsible for paying CPP premiums for optional special
arrangements (enrollment is at the option of the clergyperson) and what happens if payment
is not collected (if the conference decides to continue to offer these arrangements). Questions
for consideration may include:
•

•

•

What responsibility should the clergyperson have for paying the premium if he or she
chooses CPP enrollment for a leave of absence or similar situation in which he or she is
not being appointed to a church?
Should the special arrangements for clergy appointed three-quarters or one-half time
be optional (enrollment at the clergyperson’s option) or required for all clergy in those
categories?
Given NYAC’s eligibility criteria for HealthFlex (at least three-quarters time), is it fair to
offer a CPP special arrangement for clergy appointed only one-half time?

Our observation is that currently only about four elders or deacons appointed one-half or
three-quarters time are enrolled under the existing special arrangement, while many half- or
three-quarters time clergy are not enrolled. Given some of the conference’s benefits
administration challenges in prior years, it is possible the persons not enrolled were never
informed of the optional arrangements nor given the opportunity to enroll or decline.
As discussed at recent HealthFlex Summits, effective January 1, 2013, some of the active health
plans (A500 and EPO B) and retiree and active pharmacy plan designs (FX2) currently in use by
NYAC will be eliminated as plan options in HealthFlex. FACT recommends that the conference
board of pensions explore all options to provide affordable and sustainable health care choices
for their active clergy. The plan changes that will be forced by the termination of the current
designs create such an opportunity.
HealthFlex offers a diverse selection of wellness activities to encourage healthy lifestyles. FACT
recommends that the conference board of pensions sponsor wellness events, activities or
promotions at annual conference sessions and other clergy gatherings.
Finally, while not a benefits recommendation, the conference board of pensions report to
annual conference notes that a number of churches are delinquent in paying their share toward
the Integrity in Pensions program. FACT suggests that the conference board of pensions
addresses this issue, perhaps in conjunction with the Financial Strategy Task Force. We
recommend the board devise plans that are achievable for the delinquent churches yet
ultimately result in them contributing their fair share to this effort.
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General Financial Sustainability
Self-sustainability, both operationally (mission and ministry) and financially, are ultimately
required of all, and even more so today in an environment of declining membership, offerings
and reserves—if any. Although some individuals become uncomfortable when mixing money
with ministry, the simple truth is that they are ultimately inexorably tied to one another. That
is, it takes resources, including money, to support one’s mission and ministry; and successful
mission and ministry will help generate sustaining resources, including money. Listed below are
some recommendations to help build toward and maintain financial sustainability and, in turn,
sustainability of mission and ministry.
First, kudos to the conference for some of its recent new hires, including their staff accountant
and benefits administrator, as these positions are helping the also somewhat-new conference
treasurer, Ross Williams—who has significantly enhanced both data integrity and reporting—
to provide the gathering, analysis and reporting of NYAC finances and obligations necessary to
provide timely and accurate decision support to the leaders throughout the conference.
FACT recommends building additional financial reserves to bolster the conference’s long-term
sustainability, as “rainy days” will always continue to occur. Such reserves would allow NYAC to
maintain successful mission and ministry (provided they support the emerging long-term
strategy of the NYAC) during these rainy days. NYAC’s Council on Finance and Administration
(CFA) must be responsible for building an adequate amount of reserves. CFA is where this
responsibility rightly belongs, and it is too much work and responsibility for an individual.
The NYAC had approximately $507,000 in liquid unrestricted, undesignated net assets (“reserves”)
as of December 31, 2010 (with no reserves projected as of December 31, 2011). In addition,
NYAC has approximately $1.1 million in board-designated invested funds that were internally
restricted by the conference and have no external legal restrictions. With so many members
and the community at large relying on the ministry of the conference, it would be fiscally more
responsible to accumulate and maintain a greater level of reserves. The “Great Recession” that
began in 2008 and still lingers in some ways further demonstrates the importance of
maintaining sufficient reserves to survive and sustain operations through turbulent times. As
the economy slowly improves, this is the proper time to set funds aside to increase reserves. In
the event of another downturn or natural disaster (such as Hurricane Irene), the reserves would be
available to cover unexpected increases in expenses, increased demand for programs and
ministries, and decreases in funds received from the local churches.
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A reserve level between six and 24 months of expenses would be within recommended
guidelines for not-for-profit organizations. A minimum amount of recommended reserves
would be approximately $4.5 million (or six months) of liquid unrestricted net assets, as
compared with the total of $9 million in conference program, management and general
expenses to carry out its mission for 2010. On this basis, as of December 31, 2010, NYAC had
approximately .7 months of liquid unrestricted (undesignated and designated) net assets. FACT
recommends that the level of reserves be increased by another 5.3 months (or $4 million) when
considering both sources of funds (undesignated and designated), to bring reserves to a sixmonth level. Once the six-month reserve level is reached, NYAC can plan to build reserves to an
even greater optimal level (12 months) in the future.
Also, a formal reserves policy could be created that supports the mission and ministry of NYAC.
We recommend this policy document the amount of reserves to be maintained (both
undesignated and designated) and how designated funds can become undesignated as
needed. The policy would be linked to the annual budgeting process (including capital
expenditures), as well as the five-year strategic planning process. The policy and planning would
be monitored by NYAC Council on Finance and Administration. This policy and plan would then
be publicized across NYAC to clearly show why the conference needs reserves and why specific
funds have been placed in reserves.
In conjunction with planning to increase its reserves, NYAC’s Council on Finance and
Administration also could review its long-term liability related to several outstanding loans.
The first is a loan payable to the United Methodist Development Fund for the purchase and
renovation of the conference center ($687,000 remaining due from a $1 million original
amount, maturing February 1, 2021, at an 8% interest rate).
It is worthwhile to consider paying off or refinancing this debt at a more favorable interest rate
to help minimize interest payments on the large debt load—before NYAC builds up reserves.
NYAC paid approximately $57,000 and $60,000 in interest in 2010 and 2009, respectively.
Additionally, we recommend the conference’s loan payable to the conference board of
pensions and health benefits fund also be reviewed by the Council on Finance and Administration
and the Conference Board of Pensions. This loan originated in 2005 and 2006, when NYAC
borrowed approximately $390,000 for ministerial pension plan contributions in arrears;
however, the loan has no specific payment terms and NYAC has not adopted a plan or
designated specific funds to repay the loan. NYAC needs to consider either creating a plan to
pay off the loan over a specified time at a specified interest rate, or paying off this loan directly
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out of existing reserves. If these options are not viable, then NYAC needs to consider taking
action to forgive the loan through a resolution or vote at annual conference. Regardless of
which approach is pursued, we recommend the outstanding loan be addressed because
carrying a related party transaction in the notes to the audited financial statements
indefinitely—especially one involving retirement assets—contradicts accounting best practices.
The Camping Ministry has two lines of credit with a balance of approximately $300,000 as of
December 31, 2010. It has a note payable of approximately $8,000 as of December 31, 2010.
The camping ministry’s largest liability at December 31, 2010 is approximately $1.1 million due
to the NYAC Council on Finance and Administration. This $1.1 million liability represents an
increase of $851,000 from the December 31, 2009 balance of $269,000. The camping ministry
expenses exceeded revenues in 2010 ($97,000 of unrestricted net assets and $83,000 of total
net assets). It is imperative that NYAC create a plan to have the camping ministry reimburse the
Council of Finance and Administration over a specified time at a specified interest rate. This
could be accomplished through a property mortgage or by increased camping program revenue
streams. If these options are not viable, then NYAC needs to consider taking action to forgive
the amount (or a portion of the total) through a resolution or vote at annual conference.
Action needs to be taken regarding this liability, since it is not a best practice to carry a related
party transaction as reported in the supplemental information to the audited financial
statements indefinitely. From a broader perspective, we recommend the overall viability of
the Camping Ministry be evaluated to determine whether it can be a self-sustainable program
or how much subsidy it needs from the conference to operate on a break-even basis going
forward. Each of the three camps needs to be reviewed individually to determine their unique
viability and sustainability. Also, each camp needs a capital improvement plan and a viable way
to pay for these improvements.
As noted under our Conference Benefits recommendations, retiree health care presents
another opportunity to bolster NYAC’s financial sustainability. To date, there has been a lack
of transparency regarding NYAC’s post-retirement health care obligations. For the year ended
December 31, 2009, NYAC received a qualified opinion from its auditor (O’Connell, Davies,
Munns & Dobbs, LLP) due to the lack of recognition in its financial statements and disclosures in
the notes to the financial statements. The actuarial valuation and the estimate of this obligation
were also out-of-date; prior to December 31, 2010, a valuation was last performed as of
December 31, 2006, by Watson Wyatt, showing the estimated obligation at $30.2 million.
By not recognizing this obligation at present value in its most recently available financial
statements, NYAC is not in compliance with Generally Accepted Accounting Principles (GAAP)
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for not-for-profits. A best practice for a UMC conference would be to recognize the obligation
in order to receive an unqualified opinion from the auditor through compliance with GAAP.
NYAC has submitted a retiree medical funding plan to GBPHB. However, the plan does not
disclose the current demographic data; instead, it lists old data Watson Wyatt’s December 2006
actuarial valuation. The submitted plan does not provide an actual plan to fund the obligation
since there is not an estimate of the obligation that can be planned for and funded. In addition,
the NYAC Board of Pensions has been withdrawing funds (approximately 5% of the corpus on
an annual basis) from a GBPHB deposit account (“Health Benefits Reserve Account”) to help
reduce the apportionments required from churches to pay for retiree health care costs. NYAC’s
balance on the Health Benefits Reserve Account is approximately $13 million as of September
30, 2011. Over the long term, withdrawing these funds will reduce the potential growth of
NYAC’s investment corpus, yet obligations will continue to grow based on an estimated medical
inflation rate.
An actuarial valuation as of December 31, 2010, was performed by Towers Watson. The
estimate of NYAC’s accrued post-retirement obligation as of yearend 2010 was approximately
$37.9 million.
FACT recommends that NYAC review the December 2010 actuarial valuation of its postretirement health care obligations. Based on the valuation review, NYAC needs to create a plan
that is designed to realistically fully fund this updated obligation over time. If the obligation
cannot be funded and/or these benefits as currently designed are not sustainable, NYAC will
need to consider benefit reductions or other options, such as implementing a retirement Health
Reimbursement Account (HRA) through a vendor such as Extend Health (see Conference
Benefits).
As with all organizations and governments, health benefit costs consume an increasing amount
of a decreasing pool of cash. While progress has been made in regard to the Health Benefits
Reserve Account held at GBPHB for this liability, much more work is needed to build the
reserve, share costs more, or trim benefits. If left untreated and underfunded, the current
accrued liability of $38 million means the conference is functionally bankrupt.
The conference’s recent decision to hold churches accountable for their insurance costs is
applauded. That said, we recommend the treasurer and others as appropriate establish a
compliance process this year, and monitor at least annually to ensure that all conference
facilities, clergy and staff are properly and fully insured—lest they leave the rest of the
conference at greater risk.
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Finally, we recommend the treasurer and Conference Board of Pension review its investment
policy to determine whether the policy needs modification and to verify whether the current
policy is providing optimal returns within the bounds of prudence and your fiduciary
responsibilities.

Communications
In our survey of communications, the NYAC scored themselves above their own perception of
the denomination as a whole. While nearly all survey respondents indicated that communications
were good within NYAC, it quickly became clear that a significant amount of the communications
occurs among individuals or small groups within the conference, so there is a lack of
communications consistency across the conference leadership and members.
Some respondents indicated there have been dramatic improvements in the electronic
communications and the website over the last two years. However, in order to improve effective
communications overall, nearly all attendees at the November 7 meeting stated we need to
utilize all forms of communication to share important information with conference members.
FACT heard loud and clear that there appears to be a breakdown in communicating information
from those in leadership to those in the pews. We suggest that it is critical to develop efficient
and effective communication strategies that must be evaluated periodically.
FACT recommends opportunities in the following areas:
•

Establishing a link on the conference website related to the work that is being done
through FACT.

•

Develop a strategy for more advanced communications regarding conference-level
finances and the Camping Ministry program.

•

Improve communications to youth and young families, to help make churches more
relevant to these groups. Also, explore ways to expand the current use of social media
vehicles (Facebook, Twitter) to attract youth within the annual conference and
demonstrate relevancy.

•

Expand communications to foster connections between those in the pews and their
communities.

•

Create publications and other communications in Spanish, English and Korean to
address the conference’s significant ethnic diversity. UMC resources can assist with
translations.
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•

Consider establishing a dedicated staff position to focus on the communication
processes, methods and content to facilitate improved communication to the local
churches, congregations and leadership throughout the conference. Alternatively, just
as the NYAC already utilizes some staff “consultants” who are part-time and focused on
a particular area of ministry (e.g., Youth, Children’s, and Hispanic ministries), perhaps
this approach could work for a communications specialist, so that the cost is not as
burdensome as adding a full-time communications position. In either event, identify and
empower the individual responsible for these communications before the end of this
month.

•

Identify areas of communication breakdowns within the normal channels due to staffing
or other priority issues within the district superintendent community that may be
impeding the necessary two-way flow of information. More specifically, it appears that
few if any members of the conference—outside of actual members of the Bishop’s
Strategic and Economic Analysis Task Force—are aware of the task force’s existence
and, more so, of its significant initial success in identifying conference challenges and
opportunities. In addition to continuing this task force’s work, we further recommend
that its progress, concerns, etc. all be regularly communicated to the entire membership
to build initial and lasting support, and potentially identify alternative solutions.

In addition to the aforementioned communication issues and related recommendations,
internal communications related to decisions, particularly policy decisions from the cabinet,
may not currently be effectively communicated. Improving the timeliness of communicating
such cabinet decisions, including documenting related criteria, will help to better set future
expectations and performance (e.g., level of apportionments and level of clergy staffing), while
immediately providing understanding of decisions.
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In Closing…
In this report, FACT has taken many of the NYAC findings and condensed them accordingly. As NYAC
members embrace the recommendations, come to own them and work to realize them, FACT will
continue to partner with NYAC to provide additional information, counsel and support as appropriate.
With all due respect, we would not be surprised if conference members reading these
recommendations would say, "They are right"; yet based on our understanding of your history
and our observations, you may not (yet) be called to responsible leadership in the conference.
Therefore, we need to be more than correct. We are here to help move the NYAC from
operating good mission and ministry, to strategically performing and addressing financial issues
which, if left untreated, will negatively impact mission and ministry (e.g., facility and clergy
utilization, etc.).
We encourage the NYAC to move from its current state, and build on its progress so that all
of the conference, particularly its lay and clergy leaders, can fully regain and demonstrate your
roles of servant leadership in and throughout the conference.
This is your conference; thus the decisions and actions are rightly up to you. We will help in any
way we can. Inaction and/or referral to an entity such as FACT are not options. The financial
condition of NYAC warrants a sense of urgency; action is needed to quickly arrest your decline
and regain the vitality you once had … and can have again. The NYAC is called to be a church
worthy of its past.
FACT looks forward to continuing our partnership and helping to ultimately strengthen NYAC’s
churches and membership. We are committed to helping create synergies for the long-term
sustainability of NYAC, so that NYAC can be a model of diversity, growth and vitality for the
denomination!
Respectfully submitted for the long-term vitality of NYAC, by helping to build disciples of Jesus
Christ for the transformation to the world,
FACT Members:
Bishop Bruce Blake (retired)
GBPHB Brian Berg
Ron Coleman
Dale Jones
Tim Koch
Ross Lundstrom

GCFA

Scott Brewer
Pat Youngquist
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NYAC/FACT Interview
Overall Averages
Current State
In general
Financial strength
Making disciples
Culture
Connectionalism
Communications

New York
Average
3.88
2.94
3.41
4.50
4.59
4.82

The UMC
Average
3.69
3.60
3.56
4.20
4.25
4.31

Scale ranges from 1.0/Very Poor to
7.0/Excellent. 3.0 is Below Average,
4.0 is Average, and 5.0 is Good.
1

NYAC/FACT Interview Results
Conference’s Current State

2

NYAC/FACT Interview Results
The UMC’s Current State

3

THE GENERAL COUNCIL ON FINANCE AND ADMINISTRATION
4

NY Conference Rankings
• Based upon 2009 statistical reports.
• For this analysis 58 conferences were used,
missionary conferences and Rio Grande were
excluded. Upper New York Unification not yet
in effect.

5

Debts & Assets Rankings
Category

Ranking

NY

UMC (US)

Debt/Attendee

46

639.92

1,240.80

Debt/Non-Capital Expenses

51

33.5%

76.9%

Property Assets/Attendee

1

34,865.93

16,712.90

Other Assets/Attendee

1

5,122.41

1,818.40
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Spending & Apportionments
Rankings
Category
Non-Capital Expenditures/
Attendee
Apportioned/Attendee
Apportioned/Non-Cap
Expenditures
Apportioned + Direct Billed/
Non-Cap Exp

Ranking

NY

UMC (US)

7

1,910.58

1,614.44

22

235.08

209.28

36

12.3%

13.0%

41

19.4%

19.5%
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Spending Rankings
Category

Ranking

NY

UMC (US)

3

509.36

385.09

19

26.7%

23.9%

Operating Exp/Attendee

2

515.52

344.30

Operating Exp/Non-Cap Exp

3

27.0%

21.3%

Staff Compensation /Attendee

45

314.70

400.63

Staff Compensation/Non-Cap Exp

51

16.5%

24.8%

Program Exp/Attendee

5

144.80

101.36

Program Exp/Non-Cap Exp

7

0.08

0.06

Clergy Compensation/Attendee
Clergy Compensation/Non-Cap Exp
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Spending Comparisons
30%
25%
20%

27%

24%

21%

27%
24%

16%

15%

11%11%

10%

6% 8%

5%

3% 3%

3% 4%

4% 4%

0%

NYAC
UMC–U.S.
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Clergy & Charges
• 431 Pastoral Charges
• 319 Have less than 100 in attendance
• 202 are served by a full-time pastor (estimate)

202

319

431
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Congregational Life
Rankings
Category

Ranking

NY

UMC (US)

Racial Ethnic Diversity

2

69.5%

91.6%

Professions of Faith + Restored/
Attendee

4

0.063

0.047

51

0.028

0.032

Confirmands/Attendee

9

0.034

0.025

Persons Served/Attendee

5

6.069

4.833

10

0.070

0.048

Deaths/Attendee

Removed or Withdrawn/ Attendee

11

Thousands

Membership & Attendance
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Membership & Attendance
(Annual Rate of Change)
20%
15%
10%
5%

0%
-5%

-10%
-15%
-20%
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Baptisms & Confirmands
(Annual Rate of Change)
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Financial Leadership Forum Data
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Financial Leadership Forum Data
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