Costs and Potential Consequences
Costs to Disaffiliate
A Year’s Apportionments
Unfunded Pension Liabilities
Administrative Costs
•

A year’s Apportionments are easy to quantify - $77,059

•

Unfunded pension liability obligations are difficult to determine and remain unclear. We
have paid into the pension plan fund through apportionments for many years. From a
“funding interest rate” the funds managed by Wespath (a UMC affiliate) are adequately
funded. However, from a “market interest rate” analysis (based on lower interest rate
projections – fixed commercial insurance annuities instead of equity bond expected yields)
they are underfunded. Wespath calculates the withdrawal liability payment due to the
annual conferences on a quarterly basis using updated “market interest rates.” For
disaffiliations the annual conference then prorates out the withdrawal liability on a church
by church basis using the apportionment formula existing at that time. We do not know
what interest rate assumptions they will use should we disaffiliate – nor do they at this
time. We should get more clarity after January 1, 2023. Until then my best guess is that the
unfunded pension liability could be in the range of $25,000 to $100,000.

•

Administrative (legal entity creation, signage, etc.) - $10,000 to $25,000
Total Estimated Range

$125,000 to $200,000

If our Church votes to disaffiliate we should have adequate reserve funds to pay the exit costs.
Potential Consequences
The short answer is that if we disaffiliate and do not lose but a small number of members of our
congregation the only changes we would see would that we would have to pay the “disaffiliation
costs”, remove The United Methodist Church signage from our buildings/stationery/etc. and reincorporate as another Church (independent or other denomination). We could continue all of our
ministries, re-elect the same leadership, choose our own pastor when Grady leaves, keep the preschool program going, keep staff who wants to continue their work here, etc.
The same could be said if we elect to stay UMC and we do not lose but a few members of our
congregation. Nothing would have to change.
But the difficulty in responding to this topic is what if we do see a significant number of members
of our congregation leave – either because we choose to disaffiliate or we choose to stay UMC.
Assume we vote and get the 2/3 majority required to disaffiliate. We disaffiliate, pay the costs out
of reserves, and elect to “keep everything else as it is.” But also assume 30% of our donor base (in

dollars – not numbers) are dissatisfied and elect to go elsewhere. That would be $330,000 “out the
door.” We would not have to pay future apportionments of $75,000 annually but we would still be
$255,000 in the hole so to speak – so ministries/salaries/expenses would probably have to be
adjusted.
The exact same observation could be made if we elect to stay UMC (either through vote or
inaction). Assume 30% of our donor base elect to leave. The same $330,000 goes out the door.
We then have to re-structure our budget accordingly and reduce it from $1.1 million to $770,000
which means probably cutting expenses/staff/ministries.
The only area of ministry that might not be affected under any scenario is the Pre-School because
it is “self funded.”

