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PENSION & ASSURANCE SCHEME FOR LAY EMPLOYEES OF
THE METHODIST CHURCH

TRUSTEE’S REPORT
FOR THE YEAR ENDED 31 AUGUST 2022

THE TRUSTEE

The Trustee submits the report and audited financial statements of the Pension & Assurance Scheme for Lay
Employees of the Methodist Church (“the Scheme”) for the year ended 31 August 2022.

The Trustee of the Scheme is the Methodist Lay Employees’ Pension Trust Limited (“the Trustee Company”)
which was formed in 1997 for the sole purpose of providing trustee services to the Scheme. The power of
appointing and removing the Trustee is vested in the Methodist Council.

The Trustee Board of the Scheme (“the Board”) noted that there are certain matters which are of common
interest both to themselves and to the Trustee Board of the Methodist Ministers’ Pension Scheme (“MMPS”)
and that there are some common members of the two Trustee Boards. In order to facilitate the effective
management of the Trustee Boards it has been resolved that the two Trustee Boards align discussions of any
such joint matters as the Board and the MMPS Board jointly agree. It was further resolved that, from
September 2019, any joint matters being discussed in their proceedings should consider each scheme
independently and be recorded in the minutes for each Board.

There are eight directors of the Trustee Company appointed in accordance with Article 39 of the Articles of
Association, updated and signed on 1 September 2021. The Directors generally meet on a quarterly basis to
consider the management of the Scheme and more often if Scheme activity requires. There are five Employer-
Nominated Directors appointed by the Methodist Council. One of the Directors is an Independent Trustee,
namely Capital Cranfield Pension Trustees Ltd, represented by Mr Richard Hubbard. There are currently three
Member-Nominated Directors who serve for three years, all of whom retire at the end of their term but may
stand for re-election. Mr Martin Tingle and Mr Pete Harris were appointed to serve from 1 September 2022.
Mr Ronald Calver and Mr Andrew Paul resigned on 31 August 2022.
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TRUSTEE DIRECTORS AND ADVISERS TO THE SCHEME

Employer Nominated Directors

Mr Ronald Calver (retired 31/08/2022)

Ms Anne M Fairchild*

Mr Pete Harris (appointed 01/09/2022)

Mr Richard Hubbard (Chair)* - Representative of
Capital Cranfield Pension Trustees Limited

Mr Fred King

Mr Andrew Paul (retired 31/08/2022)
Mr Martin Tingle (appointed 01/09/2022)

* Member of the Joint Investment Committee
Secretary to the Trustee/ Pensions Manager
Actuary
Actuarial Consultant
Auditor
Banker
Investment Consultant

Investment Managers

Legal Advisers

AVC Manager

Annuity provider

Member Nominated Directors
Mr Christophe Borysiewicz

Mr David Fletcher
Mr William Seddon*

Mrs Meena Tooray

Ms Debra Smith FIA

BWCI Consulting Limited

Assure UK

HSBC Bank plc

Lane Clark & Peacock LLP

Epworth Investment Management Limited
Columbia Threadneedle Investments (previously
Threadneedle Property Unit Trust)

Schroder Real Estate Managers (Jersey) Limited
Columbia Threadneedle Investments (previously
BMO Global Asset Management)

AXA Investment Managers (appointed 24/03/2022)

Burges Salmon LLP
Pothecary Witham Weld

Aegon

Legal & General Retail Retirement Income
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SPONSORING AND PARTICIPATING EMPLOYERS

The principal sponsoring employer for the Scheme is the Methodist Council. The Methodist Council is
situated at Methodist Church House, 25 Tavistock Place, London, WC1H 9SF.

The participating employers are the Committee of Cliff College, the Guy Chester Centre, the Methodist
Ministers’ Housing Society, the Methodist Relief and Development Fund (All We Can), the Central Finance
Board of the Methodist Church, the Trustees for Methodist Church Purposes, Central Hall Westminster Ltd
and Wesley House, Cambridge.

CONTACT FOR ENQUIRIES

The Scheme’s administration is carried out by the Pension’s team of the Methodist Church. Any enquiries
either about the Scheme generally or about a member’s entitlement to benefits should be addressed to the
Pensions Manager at Methodist Church House, 25 Tavistock Place, London, WC1H 9SF, or emailed to
pensionshelp @ methodistchurch.org.uk.

SCHEME CONSTITUTION AND MANAGEMENT

The Scheme is an occupational pension scheme set up under trust to provide retirement benefits of a
defined benefit nature for lay employees of the Methodist Church. The Scheme was established by an
interim deed dated 1 September 1960 and, since 31 August 2015, has been governed by the Fifth Definitive
Deed and Rules together with subsequent amendments. A Deed of Amendment dated 23 May 2019 closed
the Scheme to new entrants and future accrual with effect from 1 June 2019, the Articles of Association
were revised on 5 October 2021 and matters referring to historical trustee appointments from 1 June 2019
were unconditionally ratified in all aspects and purposes by a Special Resolution passed on 6 October 2021.

The Scheme is a registered scheme in accordance with section 153 of the Finance Act 2004. The Trustee
knows of no reason why this registration may be prejudiced or withdrawn.

Responsibility for setting the investment strategy and for managing the Scheme rests with the Trustee. The
persons who acted as directors to the Trustee Company during the year are listed on page 2. The Directors
meet quarterly and decisions are passed on a simple majority of those voting.

The Trustee, in conjunction with the MMPS Trustee, has set up a Joint Investment Committee to consider
fully the investment issues which affect both Schemes and which report sback to the Trustee Board. The
Joint Investment Committee meets at least once a quarter.

The Trustee has appointed professional advisers and other organisations to support it in delivering the
Scheme’s objectives. These individuals and organisations are listed on page 2. The Trustee has written
agreements in place with each of them.
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FINANCIAL STATEMENTS AND DEVELOPMENTS OF THE SCHEME

The annual financial statements and notes to the financial statements are set out on pages 23 to 34. The
financial statements have been prepared and audited in accordance with the regulations made under
Sections 41(1) and (6) of the Pensions Act 1995.

As a result of net additions to the Scheme from dealings with members of £1,742,441 (2021: net withdrawals
of £1,237,394), and a net loss on investments of £27,121,489: (2021: net gain of £14,909,736). The
Scheme now has a value of £70,067,178 (2021: £95,446,226).

MEMBERSHIP AND BENEFITS

Membership

As at 31 August 2022 there were 691 members of the Scheme. These can be broken down as follows:

Closure Deferred Pensioner

Members Members Members
As at 31/08/2021 148 273 275
Leavers — notified late* (13) 13 -
New Pensioner incorrectly included - - (2)
Restated at 31/08/2021 135 286 273
Pension sharing order - 1 -
Transfer out - (2) -
Retired (5) (1) 6
Closure to deferred (7) 7
Deceased - (1) (5)
New dependants - - 3
As at 31/08/2022 123 290 277

* notified / processed after 31/08/2021 year end

Prior to 1 August 1998 the Trustee purchased annuities for members on their retirement with Legal & General
Assurance Society Limited. The annuity policies match the pension benefit provided by the Scheme. There
are 21 annuitants, which have been included in the table above.
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Pension increases

The Trust Deed and Rules of the Scheme provide for increases to pensions in payment to take account of
inflation, subject to a cap of:

e 5% pa for pensions accrued before 6 April 2005*
e 2.5% pa for pensions accrued from 6 April 2005

*Members who joined the Scheme before 1 December 1997 receive increases at the fixed rate of 5% pa on
the part of their pension that relates to service before 1 September 1998.

There is no history of discretionary increases and over the last three years, pension increases have been paid
within the limits stated above.

Pension increases are effective from 1 September each year and are considered in conjunction with the July
Retail Prices Index. The increases applied as at 1 September 2022 were as follows:

Pensions in relation to service Increase awarded
Prior to 1 September 1998 for those members joining before 5.0% (2021: 5.0%)
1 December 1997

Prior to 6 April 2005 5.0% (2021: 3.8%)
From 6 April 2005 2.5% (2021: 2.5%)

Deferred pension increases

The Scheme provides guaranteed increases of not less than the revaluation percentage specified by the
Secretary of State in accordance with paragraph 2(1) of Schedule 3 to the Pension Schemes Act 1993
applicable over the period from the date on which the member left pensionable service up to Normal Pension
Date. The Trustee agreed in March 2011 that the index used to determine the revaluation percentage is linked
to the Consumer Price Index (“CPI") and therefore, statutory increases were awarded to deferred pensions
over the year to 31 August 2022.

Transfers out of the Scheme

Transfer values paid during the year in respect of transfers to other pension schemes were cash equivalents
calculated and paid in the manner prescribed by the Scheme Actuary in accordance with the Pensions
Schemes Act 1993. The Trustee, with the advice of the Actuary, has decided to make no allowance for
discretionary pension increases in the calculation of transfer values because such increases are unlikely to be
awarded, given the funding position of the Scheme. No transfers were reduced to less than their cash
equivalent value.

Going concern

The Russia/Ukraine war and recent economic volatility has caused disruption to economic activity and
fluctuations in global stock markets over the year. The Trustee has designed and implemented the Scheme'’s
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investment strategy taking a long-term view and has built in resilience to withstand short-term fluctuations in
the valuation of Scheme assets

The Trustee actively monitors both the financial security of the Scheme and the suitability of the investment
strategy and will continue to do so.

The Trustee is not aware of any immediate plans to wind up the Scheme and it confirms that, to the best of its
knowledge, the Scheme will be continuing for at least 12 months from the date of signing this Report and it is
therefore appropriate that the financial statements have been prepared on an ‘on-going’ basis.

REPORT ON ACTUARIAL LIABILITIES

Under section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective,
which is to have sufficient and appropriate assets to cover its technical provisions, which represent the present
value of benefits to which members are entitled based on pensionable service to the valuation date. This is
assessed at least every 3 years using assumptions agreed between the Trustee and the participating
employers and set out in the Statement of Funding Principles, a copy of which is available to Scheme members
on request.

The latest full actuarial valuation of the Scheme was carried out as at 1 September 2020. This revealed a
shortfall of the assets relative to the technical provisions (i.e. accrued liabilities) of £16,677,000. In accordance
with statutory requirements, the Trustee received an actuarial report which provided an update of the funding
position as at 1 September 2021. The results are summarised in the table below:

Date Actuarial valuation | Actuarial update
as at 01/09/2020 as at 01/09/2021
Value of technical provisions™ (£'000) 93,837 93,019
Assets available to meet technical provisions (£'000) 77,160 91,416
Assets as a percentage of technical provisions 82.2% 98.3%
Surplus/Shortfall (£'000) (16,677) (1,603)

*This is the Scheme’s quoted technical provisions (which excluded the value of the assets and liabilities covered by the
Legal & General annuity policies).

The value of the technical provisions is based on pensionable service to 31 May 2019 (or earlier leaving
service) and assumptions about various factors that will influence the Scheme in the future, such as the levels
of investment returns and salary and pension increases, when members will retire and how long members will
live.
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The method and significant actuarial assumptions used in the calculations are as follows:

Method

The actuarial method used in the calculation of the technical provisions is the Projected Unit Method.

Significant actuarial assumptions as at 1 September 2020

Discount interest rate:

Bank of England gilt curve plus 1.3% pa for 12 years and plus
0.5% pa thereafter

Future Retail Price Inflation (RPI):

Equal to the Bank of England RPI inflation curve

Future Consumer Price Inflation (CPI):

0.75% pa below the RPI assumption up until 2030, equal to the
RPI assumption thereafter

Pensionable earnings increases:

Equal to CPI assumption plus an age-related promotional scale

Pension increases:

As guaranteed in the Rules, based on RPI increases, with some
pensions receiving fixed 5% increases

Mortality:

For the period in retirement, standard SAPS S3 series light
tables with a scaling factor of 100%, together with allowance for
future improvements in line with CMI_2019 Core Projections
with an initial addition to CMI improvements of 0.25% and
incorporating an annual long term rate of improvement in
mortality rates of 1.5% pa

Commutation:

An allowance for members to commute 10% of their pensions
for a lump sum

Expenses:

A reserve covering the expected cost of the expenses of running
the Scheme over the following six years was included within the
technical provisions at 1 September 2020.










































































































