Farm Credit Consolidated Benefit Plans - Health & Welfare Benefits

Financial Statements

December 31, 2006 and 2005
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Assets

Investments (fair value)

Short-term investments

3,412,011

$            

 

647,730

$     

 

1,948

$               

 

-

$      

 

396,275

$ 

 

-

$      

 

-

$        

 

-

$       

 

4,457,964

$      

 

Mutual fund

-

                        

 

-

              

 

7,099,455

          

 

-

        

 

-

          

 

-

        

 

-

          

 

-

         

 

7,099,455

        

 

Total investments

3,412,011

              

 

647,730

       

 

7,101,403

$        

 

-

        

 

396,275

   

 

-

        

 

-

          

 

-

         

 

11,557,419

      

 

Dividends and interest receivable

19,843

                   

 

2,818

           

 

8

                        

 

-

        

 

1,337

       

 

-

        

 

-

          

 

-

         

 

24,006

             

 

Other

162,823

                 

 

-

              

 

-

                     

 

-

        

 

-

          

 

-

        

 

-

          

 

-

         

 

162,823

           

 

Total assets

3,594,677

              

 

650,548

       

 

7,101,411

          

 

-

        

 

397,612

   

 

-

        

 

-

          

 

-

         

 

11,744,248

      

 

Liabilities

Administrative and other expenses payable

31,185

                   

 

3,431

           

 

38,472

               

 

-

        

 

-

          

 

-

        

 

-

          

 

-

         

 

73,088

             

 

Total liabilities

31,185

                   

 

3,431

           

 

38,472

               

 

-

        

 

-

          

 

-

        

 

-

          

 

-

         

 

73,088

             

 

Net assets available for benefits

3,563,492

$            

 

647,117

$     

 

7,062,939

$        

 

-

$      

 

397,612

$ 

 

-

$      

 

-

$        

 

-

$       

 

11,671,160

$    
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Short-term investments

6,485,873

$  

 

459,094

$     

 

23,160

$     

 

-

$      

 

556,702

$ 

 

-

$      

 

-

$      

 

-

$      

 

7,524,829

$     

 

Mutual fund

-

               

 

-

              

 

7,235,897

  

 

-

        

 

-

          

 

-

        

 

-

        

 

-

        

 

7,235,897

       

 

Total investments

6,485,873

    

 

459,094

       

 

7,259,057

  

 

-

        

 

556,702

   

 

-

        

 

-

        

 

-

        

 

14,760,726

     

 

Dividends and interest receivable

22,466

         

 

1,616

           

 

79

              

 

-

        

 

1,373

       

 

-

        

 

-

        

 

-

        

 

25,534

            

 

Other

101,246

       

 

-

              

 

-

             

 

-

        

 

-

          

 

-

        

 

-

        

 

-

        

 

101,246

          

 

Total assets

6,609,585

    

 

460,710

       

 

7,259,136

  

 

-

        

 

558,075

   

 

-

        

 

-

        

 

-

        

 

14,887,506

     

 

Liabilities

Administrative and other expenses payable

16,692

         

 

-

              

 

39,016

       

 

-

        

 

-

          

 

-

        

 

-

        

 

-

        

 

55,708

            

 

Total liabilities

16,692

         

 

-

              

 

39,016

       

 

-

        

 

-

          

 

-

        

 

-

        

 

-

        

 

55,708

            

 

Net assets available for benefits

6,592,893

$  

 

460,710

$     

 

7,220,120

$

 

-

$      

 

558,075

$ 

 

-

$      

 

-

$      

 

-

$      

 

14,831,798

$   
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Employer contributions

31,323,014

$ 

 

2,340,675

$     

 

-

$                

 

2,472,461

$     

 

-

$                

 

-

$          

 

-

$              

 

700,731

$  

 

36,836,881

$ 

 

Employee contributions

12,979,671

2,163,753

-

834,863

2,664,975

407,409

138,705

137,081

19,326,457

Net investment income (loss)

Net depreciation in fair value of

 investments

-

-

159

-

-

-

-

-

159

Interest and dividends

279,555

       

 

23,959

          

 

309,427

     

 

-

9,480

-

-

-

622,421

Total additions

44,582,240

  

 

4,528,387

309,586

3,307,324

2,674,455

407,409

138,705

837,812

56,785,918

Deductions

Benefits to participants

30,768,046

4,104,175

-

-

2,834,264

-

-

-

37,706,485

Insurance premiums

2,200,057

-

462,906

3,307,324

-

407,409

138,705

837,812

7,354,213

Transfers to health savings accounts

10,778,949

-

-

-

-

-

-

-

10,778,949

  

 

Administrative and other expenses

3,864,589

    

 

237,805

        

 

3,861

         

 

-

654

            

 

-

-

-

4,106,909

    

 

Total deductions

47,611,641

  

 

4,341,980

     

 

466,767

3,307,324

2,834,918

407,409

138,705

837,812

59,946,556

Net increase (decrease)

(3,029,401)

  

 

186,407

        

 

(157,181)

-

(160,463)

-

-

-

(3,160,638)

Net assets available for benefits

Beginning of year

6,592,893

460,710

7,220,120

-

558,075

-

-

-

14,831,798

End of year

3,563,492

$   

 

647,117

$        

 

7,062,939

$ 

 

-

$                   

 

397,612

$     

 

-

$          

 

-

$              

 

-

$              

 

11,671,160

$ 
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Employer contributions

25,387,226

$      

 

2,148,260

$     

 

-

$                

 

2,335,715

$     

 

-

$                   

 

-

$          

 

-

$              

 

656,640

$  

 

30,527,841

$     

 

Employee contributions

9,550,149

         

 

2,014,557

-

853,698

4,324,463

395,713

142,279

128,144

17,409,003

     

 

Net investment income (loss)

Net depreciation in fair value of

 investments

-

                   

 

-

(49,079)

-

-

-

-

-

(49,079)

           

 

Interest and dividends

239,527

            

 

18,319

230,355

-

5,677

-

-

-

493,878

          

 

Total additions

35,176,902

       

 

4,181,136

181,276

3,189,413

4,330,140

395,713

142,279

784,784

48,381,643

     

 

Deductions

Benefits to participants

31,428,115

       

 

4,332,837

     

 

-

             

 

-

                

 

4,273,082

     

 

-

       

 

-

          

 

-

          

 

40,034,034

     

 

Insurance premiums

3,077,437

         

 

-

                

 

472,509

3,189,413

     

 

-

395,713

142,279

784,784

8,062,135

       

 

Administrative and other expenses

3,127,317

         

 

197,179

        

 

2,787

-

                

 

656

-

-

-

3,327,939

       

 

Total deductions

37,632,869

       

 

4,530,016

     

 

475,296

3,189,413

4,273,738

395,713

142,279

784,784

51,424,108

     

 

Net increase (decrease)

(2,455,967)

       

 

(348,880)

       

 

(294,020)

-

56,402

-

-

-

(3,042,465)

      

 

Net assets available for benefits

Beginning of year

9,048,860

         

 

809,590

7,514,140

-

501,673

-

-

-

17,874,263

     

 

End of year

6,592,893

$        

 

460,710

$        

 

7,220,120

$ 

 

-

$                   

 

558,075

$        

 

-

$          

 

-

$              

 

-

$              

 

14,831,798

$     
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December 31, 2006

Amounts currently payable to or for

 participants - medical claims drafts outstanding

1,057,302

$    

 

64,732

$     

 

-

$                

 

-

$               

 

-

$              

 

1,122,034

$  

 

Other obligations for current benefit

 coverage - estimated liability for claims

 incurred but not reported

2,769,698

234,268

-

-

296,135

3,300,101

Total benefit obligations other

than postretirement benefit obligations

3,827,000

299,000

-

-

296,135

4,422,135

Postretirement benefit obligations

Current retirees

16,113,000

265,000

6,209,000

3,901,000

-

26,488,000

Other participants fully eligible for benefits

2,065,000

98,000

720,000

215,000

-

3,098,000

Other participants not yet fully eligible

10,887,000

514,000

804,000

1,159,000

-

13,364,000

29,065,000

877,000

7,733,000

5,275,000

-

42,950,000

Total benefit obligations

32,892,000

$  

 

1,176,000

$

 

7,733,000

$ 

 

5,275,000

$

 

296,135

$  

 

47,372,135

$

 

December 31, 2005

Amounts currently payable to or for

 participants - medical claims drafts outstanding

1,007,552

$    

 

72,917

$     

 

-

$                

 

-

$               

 

-

$              

 

1,080,469

$  

 

Other obligations for current benefit

 coverage - estimated liability for claims

 incurred but not reported

3,931,000

313,000

-

-

475,843

4,719,843

Total benefit obligations other

than postretirement benefit obligations

4,938,552

385,917

-

-

475,843

5,800,312

Postretirement benefit obligations

Current retirees

22,784,000

259,000

6,642,000

4,136,000

-

33,821,000

Other participants fully eligible for benefits

3,490,000

98,000

850,000

230,000

-

4,668,000

Other participants not yet fully eligible

9,300,000

515,000

902,000

1,330,000

-

12,047,000

35,574,000

872,000

8,394,000

5,696,000

-

50,536,000

Total benefit obligations

40,512,552

$  

 

1,257,917

$

 

8,394,000

$ 

 

5,696,000

$

 

475,843

$  

 

56,336,312

$
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Amounts currently payable to or

 for participants - medical claims

 drafts outstanding

Balance at beginning of year

1,007,552

$     

 

72,917

$        

 

-

$                 

 

-

$                

 

-

$                 

 

1,080,469

$    

 

Claims reported and approved for

 payment

(30,779,872)

(4,112,360)

-

-

(2,834,264)

(37,726,496)

Claims paid

30,829,622

4,104,175

-

-

2,834,264

37,768,061

Balance at end of year

1,057,302

64,732

-

-

-

1,122,034

Other obligations for current 

 benefit coverage - estimated 

 liability for claims incurred but

 not reported

Balance at beginning of year

3,931,000

313,000

-

-

475,843

4,719,843

Net change in estimated liability

(1,161,302)

(78,732)

-

-

(179,708)

(1,419,742)

Balance at end of year

2,769,698

234,268

-

-

296,135

3,300,101

Total benefit obligations

 other than postretirement

 benefit obligations

3,827,000

299,000

-

-

296,135

4,422,135

Postretirement benefit obligations

Balance at beginning of year

35,574,000

872,000

8,394,000

5,696,000

-

50,536,000

Benefits earned

591,000

34,000

74,000

55,000

-

754,000

Interest

1,867,000

46,000

441,000

298,000

-

2,652,000

Benefits paid

(1,565,000)

(16,000)

(463,000)

(228,000)

-

(2,272,000)

Changes in actuarial assumptions and

 other gains and losses

(2,472,000)

(59,000)

(713,000)

(546,000)

-

(3,790,000)

Plan amendment

(4,930,000)

-

-

-

-

(4,930,000)

Balance at end of year

29,065,000

877,000

7,733,000

5,275,000

-

42,950,000

Total benefit obligations

 at end of year

32,892,000

$   

 

1,176,000

$   

 

7,733,000

$  

 

5,275,000

$ 

 

296,135

$     

 

47,372,135

$  
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Medical Dental Death Benefit AD&D Spending Memorandum

Plans Plan Plan Plans Accounts Only

Amounts currently payable to or

 for participants - medical claims

 drafts outstanding

Balance at beginning of year 1,156,956 $       128,495 $        - $                   - $                  - $                   1,285,451 $   

Claims reported and approved for

 payment (31,486,667) (4,388,415) - - (4,273,082) (40,148,164)

Claims paid 31,337,263 4,332,837 - - 4,273,082 39,943,182

Balance at end of year 1,007,552 72,917 - - - 1,080,469

Other obligations for current 

 benefit coverage - estimated 

 liability for claims incurred but

 not reported

Balance at beginning of year 4,406,189 384,114 - - 504,291 5,294,594

Net change in estimated liability (475,189) (71,114) - - (28,448) (574,751)

Balance at end of year 3,931,000 313,000 - - 475,843 4,719,843

Total benefit obligations

 other than postretirement

 benefit obligations 4,938,552 385,917 - - 475,843 5,800,312

Postretirement benefit obligations

Balance at beginning of year 32,253,000 665,000 7,964,000 5,217,159 - 46,099,159

Benefits earned 502,000 37,000 65,000 70,616 - 674,616

Interest 1,936,000 40,000 478,000 312,490 - 2,766,490

Benefits paid (2,305,000) (16,000) (460,000) (240,461) - (3,021,461)

Changes in actuarial assumptions and

 other gains and losses 3,188,000 146,000 347,000 336,196 - 4,017,196

Balance at end of year 35,574,000 872,000 8,394,000 5,696,000 - 50,536,000

Total benefit obligations

 at end of year 40,512,552 $     1,257,917 $     8,394,000 $    5,696,000 $   475,843 $       56,336,312 $ 


1. Description of the Plans

The Medical Plans, the Dental Plan, the Supplemental Death Benefit Plan, the Life and AD&D Plans, the Flexible Spending Accounts, the Vision Plan, the Long-Term Care Plan and the Long-Term Disability Plan (the “Plans”) represent eight of the plans comprising the Farm Credit Consolidated Benefit Plans – Health and Welfare. The Farm Credit Consolidated Benefit Plans provide health and welfare benefits to the member employers. The following description provides general information regarding the Plans. Refer to the respective plan documents, including the Employee Handbook, for a complete description of plan provisions.

Plan Provisions

The member employers of the Farm Credit Consolidated Benefit Plans include AgriBank, FCB, the Seventh Farm Credit District Associations (including Farm Credit Services of America, ACA), Northwest Farm Credit Services, ACA, FCE Credit Union, the former Western Farm Credit Bank and the Associations of the former Eleventh Farm Credit District (the “Employers”). Effective January 1, 2007, U.S. AgBank, FCB and its affiliated Associations also became member employers. Except as discussed below, all full-time and part-time employees of the Employers working an average of 20 hours or more per week are eligible to participate in the Plans.

Plan Governance

The Plans are governed by a Plan Sponsor Committee and a Trust Committee. The committee’s are made up of representatives from the participating employers. The Plan Sponsor Committee is responsible for decisions regarding benefits that will be offered and premiums charged. The Trust Committee is responsible for fiduciary and plan administrative functions.

Medical Plans

The Medical Plans provide hospital and health care benefits to all eligible active and retired employees. The cost of medical coverage for active employees and retirees is shared by the Employers and plan participants. Employees and retirees may make contributions to obtain coverage or dependent coverage. 
Prior to January 1, 2006 participants could elect premium, standard or basic coverage as provided through a preferred provider organization (“PPO”). Effective January 1, 2006 the basic coverage was replaced with consumer choice coverage (a “high deductible health plan”) which includes access to a health savings account. The PPO plans, which vary primarily in terms of copayment and deductible amounts, are comprehensive self-insured major medical plans. Blue Cross Blue Shield of Illinois administered the self-insured PPOs. As an alternative to the self-insured PPO plans, the Medical Plans also offer participation in local HMOs and certain fully insured PPOs. These alternatives are comprehensive, major medical plans providing hospital and health care benefits in addition to supplemental health benefits such as vision care, limited dental services and mental health services.

The Employers have purchased specific excess loss insurance on the self-insured PPO plans through the Farm Credit System Association Captive Insurance Company. Under the terms of the policy, the insurer will reimburse 100 percent of eligible expenses in excess of $300,000 per covered person for 2006 and 2005.
A Supplemental Cancer Plan is being offered effective January 1, 2007 and provides supplemental coverage for certain specified conditions for employees, their spouse and family. The cost of the plan is borne by employees. The insurance coverage is provided by AFLAC.
Dental Plan

The Dental Plan is a self-insured plan which provides employees with the option of preventive or comprehensive dental coverage. The preventive plan covers routine annual expenses such as examinations, X-rays and cleanings. The comprehensive program covers all expenses provided for by the preventive plan as well as basic, major and orthodontia treatment. The Employers and employees share the cost of the plan. Blue Cross Blue Shield of Illinois administered the Dental Plan prior to January 1, 2007. Effective January 1, 2007, the Dental Plan is administered by Delta Dental of Kansas. 
Supplemental Death Benefit Plan

The Supplemental Death Benefit Plan provides for a $5,000 payment to the beneficiaries of retired employees of AgriBank, FCB, and the Seventh Farm Credit District Associations, excluding Farm Credit Services of America, ACA. To be eligible for participation, a person must not have attained age fifty-seven on or before May 1, 1974, and must retire on or after that date. The participating employers bear the cost of the Plan by remitting contributions to a trust. Insurance coverage was provided by Prudential prior to January 1, 2007, with premium payments paid from trust assets. Effective January 1, 2007 insurance coverage is provided by Minnesota Life.
Retiree life insurance is available to the employees of Farm Credit Services of America, ACA, Northwest Farm Credit Services, ACA, FCE Credit Union, the former Western Farm Credit Bank and the Associations of the Eleventh Farm Credit District through the Life and AD&D Plans. The amount of benefit varies by employer. The cost is borne by the individual employers.
Life and AD&D Plans
The Employers provide basic life insurance and accidental death and dismemberment (“AD&D”) coverage to eligible employees equal to one times the employees’ total compensation. The cost of the plan is borne by the Employers, who make premium payments to the insurance company in return for coverage for the employees. Employees also have the option of purchasing additional life insurance, additional AD&D coverage, dependent life insurance or group universal life insurance. The cost of these optional policies is borne by the participating employees and remitted to the insurance company as premium payments. The insurance carriers for all life and AD&D coverage were Prudential, Minnesota Life and CHUBB prior to January 1, 2007. Effective January 1, 2007, all insurance coverage is provided by Minnesota Life.
Flexible Spending Accounts

The Flexible Spending Accounts allow employees to set aside pre-tax dollars for out-of-pocket health care and dependent care expenses. This plan is funded entirely by the employees. Forfeited contributions are used to pay plan administrative and other expenses.

Vision Plan

The Vision Plan provides comprehensive services that focus solely on eye care. The cost of the plan is borne by the employees. Employee contributions are remitted to the insurance company, Vision Service Plan, as premium payments. The plan provides coverage for the employee and eligible family members for eye exams, lenses, frames, and contact lenses. The Vision Plan also covers laser vision correction surgery at a discounted fee when network providers are used. For participating providers, services are paid in full after an initial employee copayment. Employees are given allowances for services provided by nonparticipating providers.

Long-Term Care Plan

The Long-Term Care Plan assists with the cost of long-term care for employees, their spouses, and both the employees’ and their spouses’ parents. The cost of the plan is borne by the employees. Employee contributions are remitted to the insurance company, Mutual of Omaha, as premium payments. The Plan provides coverage for ongoing nursing, social, rehabilitative or personal care, or for services provided in a nursing home or alternative sites such as assisted living facilities. Effective January 1, 2007, the employers are no longer providing a Long-Term Care Plan. 
Long-Term Disability Plan

Prior to January 1, 2007, the Long-Term Disability Plan provided payment of 50 percent of an employee’s eligible monthly earnings. Effective January 1, 2007, the Long-Term Disability Plan provides payment of 66 2/3 percent of an employee’s eligible monthly earnings. Benefits begin on the 181st day after disability, subject to the approval of the insurance provider, Hartford. The cost of the plan is borne by the Employers, with contributions remitted to Hartford as premium payments. Employees may purchase additional coverage at their own expense.

Funding Policy

Employers and employees contribute to the various plans in amounts necessary to fund the benefits provided.

Postretirement costs of the Medical Plans are shared by the participating employers and retirees. In addition to deductibles and copayments, contributions are subsidized by the Employers as follows:

[image: image8.wmf]Retiree Participants

Retiree Contribution

(1)

Former 7th District Retirees (retired prior to December 31, 1992)

Under age 65

Employer subsidy is 50 percent of total premium

Over age 65

Employer subsidy is 50 percent of total premium

(2)

Former 6th District Retirees (retired prior to December 31, 1992)

Under age 65

Employer subsidy is 75 percent of total premium

Over age 65

Employer subsidy is 75 percent of total premium

(3)

Former 4th District Retirees (retired or eligible to retire on December 31, 1992)

Under age 65

Employer subsidy is 33 percent of total premium

Over age 65

Employer subsidy is 10 percent of total premium

(4)*

Current 7th District Retirees (hired prior to January 1, 2002, and retired after 

January 1, 1993)

Under age 65

Employer subsidy is based on a formula of $50 x number of

 years of service (10 year minimum/30 year maximum)

Over age 65

Employer subsidy is based on a formula of $30 x number of

 years of service (10 year minimum/30 year maximum)



[image: image9.wmf](5)

Current 11th District Retirees (hired prior to January 1, 2002)

Under age 65

Employer subsidy is 25 percent of total premium

Over age 65

Employer subsidy is $50 a month for each retiree

(6)

Current Northwest Farm Credit Services Retirees (hired prior to January 1, 2002)

Under age 65

No employer subsidy

Over age 65

No employer subsidy

(7)

Current Farm Credit Services of America Retirees (hired prior to January 1, 2002)

Under age 65

Employer subsidy is a percentage of retiree premium, in

 excess of active premium, ranging from 0 percent to

 100 percent depending on years of service

Over age 65

No employer subsidy


* Note:  Employees retiring from Farm Credit Services of Mid-America, an employer in the Seventh Farm Credit District, are not eligible for subsidy; they are charged the total premium.

Any employee hired after January 1, 2002 has access to retiree medical coverage provided they retire at age 55 or later with ten or more years of service, however there will be no employer subsidy. 
Regulatory Compliance

The Department of Labor has determined the Plans to be governmental plans; therefore, the Plans are not subject to the provisions of the Employee Retirement Income Security Act of 1974, as amended (“ERISA”).

Plan Administration

The Plans provide that an employee of a participating employer who has adopted the Plans, and who has satisfied the eligibility requirements of the Plans, has rights to benefits under the Plans. AgriBank, FCB serves as Plan Administrator under the Plans. The Trust Committee has primary responsibility for administration and interpretation of the Plans and investment of the assets of the Plans.

Wells Fargo is the primary custodian for the invested assets of the Plans and is the investment manager for the Plans. As the investment manager, Wells Fargo supervises and administers all investments and related activities including such functions as purchases, sales, reinvestment, collection of interest, dividends and other forms of income and voting.

Plan Termination

Although it has not expressed any intention to do so, the Plan sponsor has the right under the Plans to modify the benefits provided, to discontinue its contributions at any time, and to terminate the Plans. Upon such termination, assets will be used to pay benefits under the terms of the Plans and coverage for all covered persons would end.
2. Summary of Significant Accounting Policies

A description of the Plans’ significant accounting policies follows:

Basis of Accounting

The accounts of the Plans are maintained on the accrual basis of accounting in accordance with accounting principles generally accepted in the United States of America. Accordingly, income is recorded in the year earned and expenses are recorded in the year incurred.

Investment Valuation and Income Recognition

Investments are stated at fair market value, generally by reference to quoted prices in an active market. Securities traded on a national exchange are valued at their last reported sales price. Securities not traded on a national exchange are valued at the last reported bid price. The collective fund is valued at the published net asset value of the fund.
Purchases and sales of investments are recorded on a trade date basis. Interest income is accrued based on the terms of the underlying instrument and dividend income is recorded on the ex-dividend date.

Insurance Contracts
Insurance carriers provide coverage under the Medical Plans, Supplemental Death Benefit Plan, Life and AD&D Plans, Vision Plan, Long-Term Care Plan and Long-Term Disability Plan. Under the terms of the contracts with each respective carrier, the insurer has received premium payments and has a legal obligation to make all benefit payments. As such, these insurance contracts are excluded from plan assets.

Benefits and Expenses

All benefits under the Life and AD&D Plans, Vision Plan, Long-Term Care Plan and Long-Term Disability Plan as well as certain benefits under the Medical Plans and Supplemental Death Benefit Plan are paid by the insurance companies to which the Employers/employees pay premiums. All other benefit payments are paid from plan assets and are recorded upon distribution.

Administrative and other expenses of the Plans are generally paid from plan assets. The Employers, however, may pay directly certain administrative expenses of the Plans. Costs paid directly by the Employers are not recorded in the statement of changes in net assets.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts of additions and deductions during the reporting period. Actual results could differ from those estimates.

Income Tax Status
Trusts were established under the Plans to hold plan assets. The Plans have not obtained a determination letter from the Internal Revenue Service, but management is of the opinion that the Plans and related trusts are operating in compliance with applicable sections of the Internal Revenue Code (IRC) and are exempt from Federal income taxes.

3. Investments

Significant Investments
The following table identifies the individual investments that represent 5 percent or more of the Plans’ net assets at December 31, 2006 and 2005:
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Medical Plan

Wells Fargo Cash Investment Fund

3,412,011

$       

 

6,485,873

$       

 

Dental Plan

Wells Fargo Cash Investment Fund

647,730

459,094

Supplemental Death Benefit Plan

Wells Fargo Stable Income Fund (A)

7,099,455

7,235,897

Flexible Spending Plan

Wells Fargo Cash Investment Fund

396,275

556,702

(A) Administrator Class

Description


Appreciation (Depreciation) of Investments

The net appreciation or depreciation in fair value of investments includes the realized gains and losses on investments that were sold during the year and the increase or decrease in unrealized appreciation or depreciation on investments held at year-end. Net depreciation for the years ended December 31, 2006 and 2005, is summarized below:
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Supplemental Death Benefit Plan

Mutual Fund

159

$       

 

(49,079)

$  

 


4. Benefit Obligations

Postretirement Benefit Obligations-Medical Plans, Dental Plan, Supplemental Death Benefit Plan and Life and AD&D Plans

The amount reported as the postretirement benefit obligation represents the actuarial present value of those estimated future benefits that are attributed by the terms of the Plan to employees’ service rendered to the date of the financial statements, reduced by the actuarial present value of contributions expected to be received in the future from current plan participants. Postretirement benefits include future benefits expected to be paid to or for (1) currently retired or terminated employees and their beneficiaries and dependents and (2) active employees and their beneficiaries and dependents after retirement from service with participating employers. The postretirement benefit obligation represents the amount that is to be funded by contributions from the Plan’s participating employers and from existing plan assets. Prior to an active employee’s full eligibility date, the postretirement benefit obligations is the portion of the expected postretirement benefit obligations that is attributed to that employees service rendered to the valuation date.

The actuarial present value of accumulated plan benefits is determined by the plan’s actuaries by applying actuarial assumptions to adjust the accumulated plan benefits to reflect the time value of money and the probability of payment between the valuation date and the expected date of payment. The significant assumptions used in the valuations as of December 31, 2006 and 2005 are detailed in the following table:

Average retirement age
Graduated rate beginning at age 55 with the 100% retirement assumption varying by employer and ranging from age 62 up to age 67
Mortality
RP-2000 Table

Interest rate
6.00 % per annum for 2006


5.25 % per annum for 2005
The foregoing assumptions are based on the presumption that the Plan will continue. Were the plan to terminate, different actuarial assumptions and other factors might be applicable in determining the actuarial present value of the postretirement benefit obligation.

For measurement purposes with regard to the Medical Plans, the following annual rates of increase in the per capita cost of covered health care benefits were assumed for 2006:
Seventh District participants
10% grading to 6 percent by 2011
Former AgAmerica District participants
10% grading to 6 percent by 2011

Former Eleventh District participants
11 % grading to 6 percent by 2011
The weighted average health care cost trend rate assumption has a significant effect on the amounts reported in the accompanying financial statements. If the assumed rates increased by one percentage point in each year, it would increase the obligation as of December 31, 2006, by $1.4 million and the obligation as of December 31, 2005, by $2.0 million.
The Medical Plan for the Seventh District was amended in 2006 to remove retiree prescription drug coverage. Retirees now purchase prescription drug benefits through the Medicare Part D program. This amendment resulted in a $4.9 million decrease in the postretirement benefit obligation.

Liability for Claims Incurred But Not Reported

The estimated liabilities for claims incurred but not reported for the Medical and Dental Plans at December 31, 2006 and 2005, were estimated by the Plan’s actuary in accordance with accepted actuarial principles based on actual claims reported through March of the following year and prior year experience.

5. Risks and Uncertainties

The Plans provide for investments in investment funds. In general, investments are exposed to various risks, such as interest rate, credit and overall market volatility risk. Due to the level of risk associated with certain investments, it is reasonably possible that changes in the values of the investments will occur in the near term and that such changes could materially affect account balances and the amounts reported in the statements of net assets available for benefits.

Plan contributions are made and the estimated liability for claims incurred but not reported and postretirement benefit obligations are reported based on certain assumptions pertaining to interest rates, inflation rates and employee demographics, all of which are subject to change. Due to uncertainties inherent in the estimations and assumptions process, it is at least reasonably possible that changes in these estimates and assumptions in the near term would be material to the financial statements.
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