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Church Agencies See ‘Minimal’ Impact

FROM ENRON DEBACLE
By Tim Tanton

CMYK

The collapse of utility giant Enron has affected
some United Methodist Church investment portfolios, but denomination executives say the impact
has been minimal.

T

HE UNITED METHODIST BOARD OF PENSION and Health Benefits, the Board of Global Ministries and the United Methodist Foundation had relatively small amounts of Enron stock in their portfolios,
and their portfolio managers sold those holdings last year after the
company’s trouble became public.
Texas-based Enron is in bankruptcy, and Congress is investigating the company’s management and collapse.
Despite the dollar amounts involved, the losses incurred by the Board of Pension
and Health Benefits, the Board of Global Ministries and the foundation represented
a small part – less than 1 percent – of their total investment portfolios.
The pension agency lost about $26 million, or less than one-quarter of 1 percent
of its approximately $11.5 billion portfolio. “For every $100, we lost 25 cents,”
said Dave Zellner, managing director of finance and investments in Evanston,
Ill. However, participants in the board’s Diversified Investment Fund (DIF) are
protected by reserves.
The missions board, which has a much smaller portfolio, lost about $300,000,
or less than half of 1 percent of its $500 million-plus in investments, according to
Connie Takamine, associate treasurer for the New York-based agency.
Two of the United Methodist Foundation’s eight investment managers had some
“extremely minor holdings in Enron,” and those were sold in November, said Byrd
Bonner, executive director. The foundation absorbed a loss of $120,625, or less
than one-tenth of 1 percent of its $51.6 million portfolio, he said.
The Board of Pension and Health Benefits has a
Investment Funds broadly diversified investment portfolio, managed by
carefully chosen firms. Some of the board’s investment managers sold their Enron holdings in late September and early October,
while others sold at the end of November, according to Michael Lee, the agency’s
communications strategist. “We are very lucky that our exposure’s minimal,” he
told United Methodist News Service.
In a press release on its Web site, the board explains that two of its index
funds had Enron stock, and several of the investment managers for the DIF also
had holdings in the company. “The impact of these losses on participant assets is
minimal,” the board said, citing its diversification as a reason. The statement can be
found at www.gbophb.org/releases/20020130enron.html.
The board manages the pension and health benefits for 65,000 United Methodist
clergy, employees, retirees and spouses.
Participants’ accounts are protected by a reserve cushion that the board maintains on the DIF, the agency’s largest pool of investment dollars. The cushion
currently equals about 1 percent of participant account balances. Though below the
board’s 14 percent goal, it is an improvement from the reserve deficit of 7 or 8
percent at the end of September, when terrorist attacks on America drove down an
already declining stock market.
About 65 percent of the DIF is in stocks, and Zellner doesn’t see that changing.
“The board is very committed to its long-term strategic asset allocation,” he said.

“It believes and strongly believes that trying to time the market is a loser’s game,
and it’s just not going to do it.” The board will not be influenced by short-term
gyrations, he said.
“Risk always accompanies any investment,” the pension and health benefits
board said on its Web site. “We will continue to see some spectacular stock
successes (such as Microsoft and Intel) and failures (such as Enron and the Internet
stocks). As a disciplined investor with a broadly diversified portfolio, the general
board believes that, over the long run, prudent risk taking, coupled with qualified
investment management, works to the benefit of our participants.”
Enron’s stock, which had a 12-month high of about $82 per share on the New
York Stock Exchange, was trading at less than 40 cents a share as of Feb. 7.
Two growth-stock managers for the Board of Global Ministries had investments in
Enron, but one sold out in October and the other did so in November, Takamine said.
Both the Board of Global Ministries and the Board of Pension and Health Benefits
were in touch with their investment managers as the Enron mess worsened.
“Our managers who owned the stock have said that they had never before seen
such a sort of a misreporting,” Takamine said, “and I think that ... the lesson to be
learned is that when a company has such a rapid growth spurt as Enron had, that
you really need to see how true that growth is.” That would have been hard because
of the way Enron did its reporting, she added.
When Enron’s problems became known, “not only did we call and grill our
managers that owned it, we also called in and had serious discussions with our
managers that didn’t own it,” Zellner said. Those that had bought it did so because
the stock had been doing well or had gone down and seemed to represent a good
value, he said. “I am skeptical that they all did the level of research that they should
have done because the ones that did (do their research) figured out that it wasn’t
the right stock to hold.”
Enron was on the agenda when the board’s Asset/Liability Committee met Feb.
10-11 in Orlando, Fla., Zellner said.
He foresees the board getting involved in legal action to recoup some of its losses.
“Certainly we will be participating in class-action lawsuits,” he said. “We’re not
going to take a lead role, but we will participate along with everybody else. ... Our
participants should get their proportionate share of whatever the settlement’s going
to be.” However, he added, any settlement is unlikely to be much unless the lawsuits
target Enron executives and Arthur Andersen, the company’s accounting firm.
The Board of Global Ministries will also probably join in legal action, though
not taking a lead role because it didn’t have a large amount of Enron stock,
Takamine said. “We certainly think that there’s a great deal of evidence that points
to there being legitimate lawsuits.”
The Board of Gobal Ministries has been contacting national institutions of mission -- autonomous local ministries started by the agency or its Women’s Division
-- and telling them that the Enron situation offers lessons to be learned about
governance, Takamine said. “Our boards have to take their fiduciary responsibility
more carefully than maybe they have in the past because this isn’t an isolated
incident to Enron.”
“This was bound to happen,” Zellner said, explaining that if the situation hadn’t
occurred at Enron then it would have happened at another company. He has long
felt that “there’s a lot of obfuscation that has taken place at the corporate level in
terms of accounting.” Some firms are transparent and clear in what they do, but
others manipulate their data, he said. The silver lining is that greater attention will
be paid to the importance of accounting and accounting regulations, he said. ■
➤ Tanton is news editor for United Methodist News Service.

GATLINBURG, Tenn. – Jubilation 2002 is
the second annual event for senior adults in
the Holston Conference. This year’s focus is
“Rejoicing, Reflecting, and Renewing” and will
be held May 5-7 at Park Vista Hotel in
Gatlinburg. The preacher is Bishop Richard
Looney and worship leader is the Rev. Charles
Maynard. Keynote speaker is the Rev. Eddie Fox.
Costs, including meals and workshop materials,
range from $171 per person (four persons per
room) to $273 per person (one person per room).
Registrations are due April 1. For more information, contact the Rev. Cecil Harville at (865)
767-2744 or cecjanhar@msn.com.

Richard Hale

Association sanctions
Hiwassee College
for financial concerns

Wesley Woods benefit on March 14
KNOXVILLE, Tenn. – The Second Annual
Friends of Wesley Woods Benefit Dinner and
Auction will be held March 14, 6:30 p.m., at
Cokesbury Center in Knoxville. Special guests
are the Rev. Charles Maynard, associate pastor of
the Sevierville Circuit, and The Faithful Men of
Fairview UMC, Maryville. Tickets are $35. For
information or tickets, call (865) 448-2246 and
ask for Louise.

World Day of Prayer is a worldwide movement of Christian women of all traditions who
come together to observe a common day of
prayer each year. It is sponsored by Church
Women United with which United Methodist
Women cooperate. For more information, visit
www.churchwomen.org.

KNOXVILLE, Tenn. – Deloris Jordan, parent
of basketball superstar Michael Jordan, will be
keynote speaker at the Wesley House’s “Making
of a Champion” Banquet Extravaganza at Hyatt
Regency on March 14. The event begins at 7 p.m.
and also features honorary guest Phillip Fulmer,
University of Tennessee football coach. For more
information, visit www.wesleyhouse.com or call
(865) 524-5494. ■

people:
➧ Evelyn Laycock was unanimously selected

as the lay 2002 Philip Award Recipient for outstanding leadership in evangelism at the 2002
meeting of the National Association of United
Methodist Evangelists. The award will be presented to her at the meeting of the 2002 Holston
Annual Conference in Lake Junaluska, N.C., in
June.

➧ The General Board of Global Ministries

and the United Methodist Church has commissioned Nancy Hobbs and Randy Hildebrant as
Church and Community Workers in the Holston
Conference.

BRISTOL, Tenn.–Richard N.
Hale, 72, died Feb. 1, 2002, in
Bristol Regional Medical Center.
He was a retired Holston minister, currently serving Hunt
Memorial and Oak Grove
United Methodist churches. The
Rev. Hale is survived by his
wife, Bina Elizabeth Clark Hale;
daughter, Jane Rubin of Johnson
City, Tenn.; son, Rick Hale of
Bristol; three brothers, Lloyd
Hale, Roy Hale and Thomas
Hale; eight grandchildren; four
great-grandchildren; and several
nieces and nephews. Funeral services were held Feb. 3 at St.
Luke UMC with the Rev. David
Lewis, Rev. Brenda Carroll, and
Rev. Joe Green officiating. Interment followed at MountainView
Cemetery. Memorial contributions may be made to a church of
your choice.

Dorothy Mayo

World Day of Prayer on March 1

Wesley House banquet on March 14

in memoriam:

▲ The famed bell tower at Hiwassee College
By United Methodist News Service

H

iwassee College is one of six United Methodist-related schools
recently sanctioned for financial and technical concerns by a
regional accrediting body.
The Southern Association of Colleges and Schools in Decatur, Ga., placed
the colleges on probation, warning, or delayed affirmation. The denomination’s
University Senate and Division of Higher Education are working closely with
those colleges to overcome the sanctions.
The association is the recognized regional accrediting body in 11 Southern
states (Alabama, Florida, Georgia, Kentucky, Louisiana, Mississippi, North
Carolina, South Carolina, Tennessee, Texas and Virginia) and Latin America
for institutions of higher education that award associate, baccalaureate, master’s
or doctoral degrees.
The sanctioned colleges were named during the Jan. 17-18 meeting of the
University Senate, an elected group of 25 higher-education professionals who
determine what schools, colleges, universities and seminaries meet the criteria
for listing as institutions affiliated with the United Methodist Church.
Hiwassee College, a Holston Conference-related school in Madisonville,
Tenn., was sanctioned for 12 months for failure to comply with criteria of
conditions of eligibility, institutional effectiveness and possessing sufficient
financial resources to support all programs.
The other sanctioned institutions are: Bennett College, Greensboro, N.C.;
Ferrum (Va.) College; Martin Methodist College, Pulaski, Tenn.; McMurry
College, Abilene, Texas; and North Carolina Wesleyan College, Rocky Mount.
Many of the schools are making progress in correcting the financial and
technical matters of concern by the association, according to Ken Yamada,
staff executive in the denomination’s Division of Higher Education, a unit of
the Board of Higher Education and Ministry in Nashville, Tenn. Each college
remains accredited and has from six to 12 months to dissolve the concerns and
report to the association for review and action. ■

GREENEVILLE, Tenn.–
Dorothy Hardin Mayo died Feb.
1, 2002, at Durham-Hensley
Nursing Home. She was the wife
of retired Holston minister the
Rev. Douglas Mayo. In addition
to her husband, Mayo is survived by her stepmother, Elizabeth Kivett Lamb of Sneedville,
and several cousins. Funeral
services were held Feb. 3 at
Doughty-Stevens Funeral Home
with the Rev. James Lively and
the Rev. Robert Wilcox officiating. Interment followed at Oak
Grove Cemetery.

Billie Mustard
BLAND, Va.– Billie Baker
Mustard, 95, died Feb. 5, 2002,
at Birdmont in Wytheville, Va.
She was a retired Holston minister, having served charges in
Grayson and Buchanan counties,
among others. The Rev. Mustard
is survived by three daughters,
June Newberry of Bland,Va.;
Joyce Durham of Bluefield, Va.;
and Sue Chapman of Ashburn,
Va.; one son, the Rev. Gerald
Mustard of Romedal, Norway;
12 grandchildren; 26 greatgrandchildren; and one greatgreat grandchild. Funeral services were held Feb. 9 at
Byrnes Chapel UMC with the
Rev. Donald White, Rev. Richard Gregory, and Rev. Gene
Lovell officiating. Interment followed in Mechanicsburg Cemetery. Memorial contributions
may be made to Byrnes Chapel
UMC or the UMC World Service Fund, c/o Betsy Newberry,
Route 2, Bland, VA 24315. ■
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