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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report on the Financial Statements

To the Board of Trustees
East Wisconsin Pension Trust
Eau Claire, Wisconsin

We have audited the accompanying statements of net assets of East Wisconsin Pension Trust as of December 31,
2003 and 2002, and the related statements of changes in net assets for the years then ended. These financial
statements are the responsibility of the Trust's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets of East
Wisconsin Pension Trust as of December 31, 2003 and 2002, and the changes in its net assets for the years then
ended in conformity with accounting principles generally accepted in the United States of America.

/Z’M//n%ﬁ, ter,

Madison, Wisconsin
May 3, 2004
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East Wisconsin Pension Trust

Statements of Net Assets
December 31, 2003 and 2002

Assets 2003 2002
Investments, at fair value
United States treasury notes $ 1,920,563 § 2,215,374
Common and preferred stocks 3,594,609 2,992,606
5,515,172 5,207,980
Accrued Interest 17,937 18,557
Prepaid Insurance 1,326 1,226
Cash 423,793 395,597
Total assets 5,958,228 5,623,360
Liabilities
Agreement to Gift (see Note 5) 100,000 -
Accounts Payable 6,306 5,946
Total liabilities 106,306 5,946
Net assets $ 5,851,922 § 5,617,414
Net Assets
Reserve Fund Designated by Trustees $ 266,000 $ 266,000
Designated for Ultimate Distribution to the Wisconsin
Annual Conference - The United Methodist Church 5,585,922 5,351,414

$ 5851922 § 5617414

See Notes to Financial Statements.
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East Wisconsin Pension Trust

Statements of Changes in Net Assets
Years Ended December 31, 2003 and 2002

2003 2002
Investment income:
Net appreciation (depreciation) in fair value of investments:
United States treasury notes $ (43,724) § 53,376
Common and preferred stocks 641,324 (821,826)
Interest 92,347 109,348
Dividends 59,223 45,379
749,170 (613,723)
Less investment expenses 23,586 24,691
Net investment income (loss) 725,584 (638,414)
Deductions:
Benefits paid 257,300 254,380
Administrative expenses 33,776 31,036
Agreement to gift (see Note 5) 200,000 -
Total deductions 491,076 285416
Net increase (decrease) 234,508 (923,830)
Net assets:
Beginning 5,617,414 6,541,244
Ending $§ 5851922 § 5617414

See Notes to Financial Statements.
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East Wisconsin Pension Trust

Notes to Financial Statements

Note 1. Description of the Trust

The following brief description of the East Wisconsin Pension Trust is provided for general information only.
Participants should refer to the Trust agreement for more complete information.

General: The East Wisconsin Pension Trust (the Trust) was established in 1969 to assist in the funding of pensions
for retired ministers of the then East Wisconsin Conference of the Methodist Church and their surviving spouses and
dependent children. It is not subject to the provisions of the Employee Retirement Income Security Act of

1974 (ERISA).

Benefits: The Trust provides benefits to retired ministers and their surviving spouses and dependent children in an
amount each year sufficient to supplement by 25 percent that portion of the established pension rate of the
Wisconsin Annual Conference - The United Methodist Church, which is based upon each year of membership in the
East Wisconsin Conference prior to January 1, 1970. Benefits are limited to the annual net income of the Trust and
the amount in the reserve fund discussed in the following paragraph. In the event the annual net income and reserve
fund is insufficient to pay the full amount of benefits, all benefit amounts shall be scaled down pro rata.

Reserve Fund: The Trustees may designate a reserve fund for the estimated amount of one year's payment of
benefits. The amount retained is identified on the accompanying statements of net assets as reserve fund
designated by Trustees.

Trust Distributions and Termination: When the number of persons eligible to receive benefits are reduced in number
to such an extent that it is no longer necessary to retain the full amount of the Trust's assets, the Trustees may, from
time to time and at their discretion, pay portions of the Trust's assets to the Wisconsin Annual Conference - The
United Methodist Church. Furthermore, when the recipients of benefits are reduced in number to such a point that it
is impractical or uneconomical to continue this Trust, the Trustees may make provisions for such recipients by way of
annuities or otherwise to the end that the Trust can be terminated. Upon the death of the last beneficiary of the
Trust, all remaining assets of the Trust shall revert to the Wisconsin Annual Conference - The United Methodist
Church, and the Trust shall be terminated.

Note 2. Summary of Accounting Policies
The following are the significant accounting policies followed by the Trust:

Valuation of Investments: Investments are valued at fair market value based on quoted market prices.

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the accrual
basis. Dividends are recorded on the ex-dividend date.

Investment securities, in general, are exposed to various risks such as interest rate, credit, and overall market
volatility. Due to the level of risk associated with certain investment securities, it is reasonably possible that changes
in the value of investment securities will accur in the near term and that such changes could materially affect the
amounts reported in the statements of net assets available for plan benefits.

Payment of Benefits: Benefit payments to participants are recorded when paid.
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East Wisconsin Pension Trust

Notes to Financial Statements

Note 2. Summary of Accounting Policies (Continued)

Use of Estimates: The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets, liabilities, and changes therein, and disclosure of contingent
assets and liabiliies. Actual results could differ from those estimates.

Note 3. Investments

The following table presents the fair value of investments held at December 31, 2003 and 2002 that represent
5 percent or more of the Trust's net assets.

2003 2002
Investments at fair value as determined by quoted
market price:
U.S. treasury note, 4.75%, due February 15, 2004 $ 301,313 § 3719
U.S. treasury note, 5.875%, due November 15, 2004 312,000 324,000
U.S. treasury note, 5.75%, due November 15, 2005 429,500 442,125
U.S. treasury note, 3.25%, due August 15, 2007 459,000 512,343

Note 4. Obligation to Distribute Any Excess Earnings

The Trust agreement provides that for each year, any excess of interest and dividend income over benefits paid and
investment and administrative expenses of the Trust shall be paid to the Wisconsin Annual Conference - The United
Methodist Church. Such payments are restricted for the payment by the Wisconsin Annual Conference - The United
Methodist Church of certain pension responsibilities and are free of restrictions when the specified pension
obligations have been fulfilled. The calculation of the excess for the years ended December 31, 2003 and 2002, is
shown below and results in no amount due for either year.

2003 2002
Interest income $ 92347 § 109,348
Dividend income 59,223 45,379
Benefits paid (257,300) (254,380)
Investment expenses (23,586) (24,691)
Administrative expenses (32,991) (31,036)
Deficit $ (162307) § (155,380)
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East Wisconsin Pension Trust

Notes to Financial Statements

Note 4. Obligation to Distribute Any Excess Earnings (Continued)

The following is a summary of payments to the Conference Board of Pensions and benefits paid to retirees since
1970:

Payments to
Conference
Board of Benefits Paid
Years Pensions to Retirees
Prior to 1993 $ 1,164,508 $ 1,908,439
1993 9,156 139,896
1994 783 146,526
1995 367 151,861
1996 - 166,553
1997 - 171,761
1998 - 181,218
1999 - 225,398
2000 - 242,357
2001 - 257,978
2002 - 254,380
2003 - 257,300

$§ 1174814 § 4103667

Note 5. Gift and Commitment

In December 2001, the Board of Trustees approved an agreement to gift the Wisconsin Annual Conference - The
United Methodist Church $100,000 in quarterly installments of $25,000. This agreement to gift, to be used for health
insurance for retired pastors and surviving spouses of the Wisconsin Annual Conference — The United Methodist
Church, was paid during 2003. In April 2003, the Board of Trustees approved an additional agreement to gift the
Wisconsin Annual Conference — the United Methodist Church $100,000 in quarterly installments of $25,000 in 2004,
to be used for health insurance for retired pastors and surviving spouses of the Wisconsin Annual Conference - The
United Methodist Church.

Note 6. Income Taxes

The Trust is exempt from federal and Wisconsin income tax because it is a grantor trust. Accordingly, the grantor,
the Wisconsin Annual Conference - The United Methodist Church, is responsible for any taxable income.

184 East Wisconsin Pension Trust Audit Report



2004 Wisconsin Conference Journal

McGladrey &Pullen

Certified Public Accountants

Independent Auditor's Report on the Supplementary Information

To the Board of Trustees
East Wisconsin Pension Trust
Eau Claire, Wisconsin

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a whole. The
supplementary investment information is presented for purposes of additional analysis and is not a required part of
the basic financial statements. Such information has been subjected to the auditing procedures applied in the audits
of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic

financial statements taken as a whole.
%% / /m&&.{_/ Lo

Madison, Wisconsin
May 3, 2004
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