
35.
Methodist Ministers’ Pension Scheme


(MMPS)

In accordance with S.O.212(3) and (4), this report comes to the Conference from the Methodist Council, in the light of advice from the Methodist Ministers’ Pension Trust and the Connexional Allowances Committee.

Actuarial Valuation
1.
An actuarial valuation of the Scheme was carried out as at 1 September 2005 and copies of the final report are available from the Secretary of the Methodist Ministers’ Pension Trust Limited.

2.
The results of the valuation in respect of service prior to the valuation date show that the Scheme’s financial position is as follows:

	
	£’000
	£’000

	Value of past service liabilities
	
	

	
Active members
	89,431
	

	
Deferred pensioners
	5,736
	

	
Pensioners
	158,897
	

	
AVC Scheme and Long Service 
Arrangement
	3,902
	

	Funding Target
	
	257,966

	Market value of the assets
	
	257,726

	Funding deficit
	
	240

	Funding target ratio
	
	99.9%



The funding deficit can be expressed as an addition to the contribution rate of 0.1% of stipends over the average working lifetime of current active members.  (NOTE: In this report, ‘stipend’ refers to the basic stipend agreed annually by the Conference.)

3.
The contribution rate required to pay the benefits expected to accrue to members in future, based upon the current benefit structure, is as follows:

	
	% of Stipends

	Cost of benefits
	24.0
	

	Allowance for expenses
	1.4
	

	Future service contribution rate
	
	25.4


Pensions Act 2004

4. Pension schemes have been required by law to pay annual pension increases equal to the rise in the Retail Prices Index, up to a maximum of 5%.  (Trustees may pay more, but are not required to.)  The Pensions Act 2004 


permitted pension scheme trustees to reduce the statutory ‘ceiling’ in years of high inflation from 5% to 2.5%.  The change becomes operative for pensions which accrue for service after the date on which a pension scheme adopts what the law now permits.

5. The Council, on the advice of the Trustee of MMPS, recommends that the Conference now amends the Scheme to achieve what the Pensions Act 2004 permits, with effect from 1 September 2006.  Resolution 35/1 achieves this.  (This does not affect pensions already being paid nor pensions which have accrued to active members of the Scheme before 1 September 2006.)

6. 
Approval of Resolution 35/1 will have the effect of reducing the contribution rate for future service by 1.5%, i.e. from 25.4% to 23.9%.  To this must be added the 0.1% to deal with the historic deficit (paragraph 2 above), to bring a total contribution rate of 24%.

Paying for the Scheme in future

7. The Council affirmed the importance of keeping the present benefits of the MMPS if at all possible.

8. Currently the rate of contribution is 19.5%, made up of a contribution of 6% from ministers and 13.5% from circuits.  (NOTE: When a minister is stationed to an appointment in the control of the Conference which is not a circuit appointment, the relevant governance body is responsible for the ‘circuit’ contribution). 

9. Therefore an extra contribution of 4.5% of stipend must be found if the current benefits of the Scheme are to be retained.  Resolution 35/2 confirms this.


NOTE: The Conference should note that if it approves no increases in contributions, then in order to maintain the solvency of the Scheme the Trustee will have to reduce the pension accrual rate of the Scheme for current members from 1/70th to 1/95th in respect of future service from 1 September 2006.

10. Towards this target, the Council proposes a 1% increase in the contribution rate for ministers/deacons (from 6% to 7%), from 1 September 2006.  The thinking behind this proposal is as follows:

There is a widespread feeling in circuits and among ministers that both parties must be seen to be contributing fairly and appropriately to the costs of pensions.

The Council, in making its recommendations for the MMPS, had in mind its responsibility for the Lay Staff Pension Scheme.  Elsewhere in the Agenda, there are proposals for extinguishing the historic deficit in the Lay Scheme.  This, for the first time, puts the two Schemes on something like the same footing (recognising, however, that there cannot be exact equivalence).  Staff in the Lay Scheme already contribute 7% of salary.  This was a guide for the Council’s recommendation to the Conference in respect of the ministers’ and deacons’ personal contributions.

11. A Rule change in the ministers’ Scheme is required to achieve this.  It is presented to Conference as Resolution 35/3.  


NOTE: The consequence of adopting Resolution 35/3 is that the increase for circuits is 3.5% (from 13.5% to 17%) from 1 September 2006.  However, proposals in the remainder of this report offer the Conference a range of resolutions to mitigate this increase in circuit expenses.

Long-Service Arrangement (LSA)

12. This Scheme was introduced in 2003, to provide additional benefits for long-serving ministers and deacons at retirement.  Circuits are required to pay an additional 2.9% contribution in respect of each minister and deacon appointed to the circuit.  The benefits from LSA begin to accumulate after a minister or deacon has served 24 years.  A condition of the introduction of LSA was that it would be reviewed after three years.

13. The Methodist Ministers’ Pensions Trust now has experience of the LSA Scheme approved in 2003.  The Trust and the Connexional Allowances Committee have carried out their own reviews and reported to the Council.  The Scheme has certainly achieved significant increases in benefit for long-serving ministers.  However, the following factors have been variously weighed by the Council in reviewing the present arrangements, leading to their recommendations below.

The Scheme has created a sharp distinction between long-serving ministers who retired before 2003 (who receive no benefit from LSA) and long-serving ministers who have retired or will retire after 2003.

The Scheme penalises ministers who enter the ministry in later life, who do not have generous pension arrangements from their work before entering the ministry.

The Scheme may be perceived as not affirming the contributions of those who become ministers in later life and cannot serve more than 24 years.

The Scheme raises a question about the justice of a surcharge on all circuits for the benefit of a few (long-serving) ministers.

The preferred recommendation of the Council (see Resolution 35/4A) is that the LSA Scheme be discontinued, which would immediately reduce the overall contributions from circuits for each minister by 2.9%.  (NOTE: Contributions which have accrued for long-serving ministers between 2003 and 2006 will be retained and will be paid as additional pension benefit.)

The alternative recommendation (Resolution 35/4B) is that a cap of 8% be put on the benefits that are allowed to accrue to any member through LSA.  This would permit a reduction of 1% (from 2.9% to 1.9%) in the contribution to LSA from circuits in respect of each minister or deacon.

NOTE on procedure:

If the Conference adopts Resolution 35/4A, please move to paragraph 14.1 for a summary of the outcomes.

If the Conference rejects Resolution 35/4A but endorses Resolution 35/4B, please move to paragraph 14.2 for a summary of outcomes.

If the Conference rejects Resolution 35/4A and Resolution 35/4B, and agrees no other amendment to LSA, please move to paragraph 14.3 for a summary of outcomes.

14. Summary of outcomes, assuming the Conference adopts Resolutions 35/1, 35/2 and 35/3 and comes to a judgement on Resolutions 35/4A and 35/4B:

14.1 The total contribution required of ministers/deacons from 1 September 2006 will be 7% (an increase of 1%) and the total contribution from circuits for pensions will be 17% (an increase of 0.6% on what is currently 13.5% for the Scheme and 2.9% for LSA).

14.2 The total contribution required of ministers/deacons from 1 September 2006 will be 7% (an increase of 1%) and the total contribution from circuits for the pension scheme and the capped LSA will be 18.9% (an increase of 2.5%).

14.3 The total contribution required of ministers/deacons from 1 September 2006 will be 7% (an increase of 1%) and the total contribution from circuits, for the pension scheme and the LSA, will be 19.9% (an increase of 3.5%).

General

15. The Trustee of the MMPS will monitor the Scheme with an annual funding review.  Future changes may be required before the next triennial valuation and therefore the Conference is asked to approve Resolution 35/5.  The next full valuation is due on 1 September 2008.

16.
In accordance with the rules of the Scheme, the basic increase in pensions and deferred pensions with effect from 1 September 2006 is 2.4%.  The Trustee has decided that, in view of the current funding level of the Scheme, no further additional increase will be given (Resolution 35/6(i)).

17.
In accordance with legislation, the Trustee has amended the rules of the Scheme to provide for a pension for a surviving partner of a deceased member who was in a civil partnership, in respect of service from 5 December 2005.  The general issue of civil partnerships is to be debated by the Conference, and dependent upon the Conference decision on civil partnerships, the Trustee will give consideration to the provision of a pension to a surviving partner of a deceased member of the Scheme who was in a civil partnership on the same basis as spouses’ pensions for married members, i.e. to include in the calculation of the surviving partner’s pension the member’s pensionable service from the date of joining the Scheme (Resolution 35/6(ii)).

Directors of Methodist Ministers’ Pension Trust Limited
18.
In accordance with the arrangements for appointing member-nominated directors, the current terms of office as directors of The Revd Ronald Crewes and The Revd David Hulme expire on 31 August 2006.  The Revd David Hulme has been reappointed as a director and Mrs Ruth Edmundson has been appointed as a director of Methodist Ministers’ Pension Trust Limited for terms of office from 1 September 2006  (Resolution 35/7(i)).

19.
On the recommendation of the Methodist Council, and in accordance with the Rules of the Scheme, Mr Michael Willett, Sir Michael Partridge and Mr Keith Woodley, retiring directors of Methodist Ministers’ Pension Trust Limited, are nominated for reappointment (Resolution 35/7(ii)).

20.
The full list of directors of Methodist Ministers’ Pension Trust Limited would then be:

Mr Michael Willett

Mr Keith Woodley

Mrs Stephanie Holmans

Mr Colin Pearson

Sir Michael Partridge

The Revd David Hulme

The Revd Graham Thompson

The Revd Alan Bolton

Mrs Ruth Edmundson

Rule amendments

21. The Pensions Act 2004 and the Finance Act 2004 required the Trustee of the Methodist Ministers’ Pension Scheme to review its structure and procedures in order to ensure compliance.  The Rules have now been amended to reflect all aspects of the new legislation.  Detailed changes to Section B of the Scheme Rules have been made by the Trustee, as the Scheme empowers the Trustee to do; a copy may be obtained from the Secretary of MMPS Ltd.

22. The Conference has the right to approve changes to Part A of the Rules of the Scheme and the Appendix.  On this occasion there are many detailed changes to be made, none of them affecting the substance of the Scheme.  The Trustee has taken advice on these changes from their professional adviser, and the proposed changes have been scrutinised on behalf of the Conference by the Law and Polity Committee.  A copy of these changes may be obtained from the convenor of the Law and Polity Committee (see Resolution 35/8).

***RESOLUTIONS
35/1A.
The Conference receives the Report.
35/1.
The Conference, for the purpose of varying the pension increase provision within the Scheme, amends Rule B20(a) with effect from 1 September 2006 to read as follows:


Pensions in course of payment from the Scheme (other than any pension provided from a Member’s voluntary contributions except where specifically agreed between the Member and the Trustee) shall be increased on 1 September each year, in proportion to any increase in the Index over the previous year as shown in the Index published in the month of January immediately prior to the 1 September on which the increase is granted subject to a maximum of five per cent in respect of Pensionable Service prior to 1 September 2006, and subject to a maximum of two and a half per cent in respect of Pensionable Service on or after 1 September 2006. 

35/2.
The Conference increases the total contributions payable to the Scheme by 4.5% of stipends with effect from 1 September 2006.

35/3.
The Conference, for the purpose of increasing the funding level of the Scheme, amends Rule B4 with effect from 1 September 2006 to read as follows:


(a)
Each Current Member shall, except as provided in Rule B17(c), pay contributions to the Scheme at the rate of 7 per cent of Stipend, such contributions being made by way of deductions from the payments of such Member’s remuneration as they are made.

35/4A.
The Conference discontinues contributions to the Long-Serving Ministers’ Additional Scheme from 1 September 2006.

35/4B.
[Withdrawn.]  

35/5.
The Conference notes that further increases in the contributions payable to the Scheme may be required if the funding level of the Scheme deteriorates.
35/6.
The Conference notes:


(i)
the basic increase to be granted to pensions and deferred pensions;


(ii)
that the Trustee will give consideration to the provision of a pension to a surviving partner of a deceased member of the Scheme who was in a civil partnership, on the same basis as spouses’ pensions for married members.

35/7.
(i)
The Conference notes the reappointment of The Revd David Hulme and the appointment of Mrs Ruth Edmundson as member-nominated directors of Methodist Ministers’ Pension Trust Limited.


(ii)
The Conference re-appoints Mr Michael Willett, Sir Michael Partridge and Mr Keith Woodley as directors of Methodist Ministers’ Pension Trust Limited. 

35/8.
The Conference, as proposed by the Trustee, amends the Rules in Part A of the Methodist Ministers’ Pension Scheme and the Appendix in the manner set out in the copy document referred to in paragraph 22 above.
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