15.
Methodist Ministers Pension Scheme (MMPS) 
	Contact Name and Details


	Karen L’Esperance – Pensions Manager

Email: lesperancek@methodistchurch.org.uk


	Subject and Aims


	To update the Conference on several developments in relation to MMPS and on the responses to the Church consultation with Ministers on proposed changes to MMPS. 

	Main Points


	Responses to the Church consultation with Ministers on proposed changes to MMPS. Increases to pensions in payment.

Appointment and Reappointment of the Trustee Directors of MMPS. 

Amendments to the Rules of MMPS as a result of Auto Enrolment.

To note the certification of MMPS as a qualifying scheme for Auto Enrolment and that such certification is required every three years.

	Background Context and Relevant Documents (with function)


	The 2012 Conference agreed to consult with Members throughout 2012/13 with a view to linking the Normal Pension Date (NPD) under MMPS to the male State Pension Age (SPA) and to share the balance of the increased cost equally between the Member and the Church.

One-third of the lay directors of Methodist Ministers Pension Scheme retire by rotation each year and are eligible for re-appointment to the Board.

	Consultations 


	Consultation applied to all ministers who are either current contributing members of, eligible to join, or who are potentially eligible to join MMPS.

	Impact


	If the changes proposed in the consultation are adopted, benefits from MMPS in respect of service from 1 September 2013 will be linked to the male state pension age.  In addition, the proposals, if adopted will result in an increase of both Church and minister contributions by 0.3% from 1 September 2013. 


Church Consultation on proposed changes to MMPS
1. The results of the 2011 Valuation indicated that the cost of providing future service benefits under MMPS had increased by 2%.  The Conference, with the agreement of the Trustee agreed to increase the Church contribution by 1% from 1 September 2013.

2. The Conference agreed to consult with members throughout 2012/13 with a view to linking the Normal Pension Date (NPD) under MMPS to the male State Pension Age (SPA) and to share the balance of the increased cost equally between the member and the Church.

3. Any change to a member’s benefits will only relate to benefits accrued under ‘the Scheme’ from the date of change – 1 September 2013.  Any benefits accrued in ‘the Scheme’ up to 31 August 2013 will remain payable in full from age 65. 

4. The Consultation document was sent to 2,450 ministers and the period for responses ran from 1 December 2012 to 31 January 2013.

5. Ministers were invited to respond on the two proposals:

· Linking the Normal Pension Date (NPD) under MMPS to the male State Pension Age (SPA).

· Sharing the balance of the 2013 increase in cost equally between the member and the Church.

Consultation Responses

6. In total 41 responses were received.  A summary of the responses to the questions is detailed below:

	Linking NPD to SPA
	Sharing the cost between Member & Church

	For 
	Against
	No Comment
	For
	Against
	No Comment

	31
	1
	9
	30
	4
	7


7. Specific comments received are to be found in Appendix 2 of this report:

8. The effect on the future service contribution rate if the definition of NPD is amended to be in line with the male SPA for future service only from 1 September 2013 would be a saving equal to 0.4% of standard stipend.
9. Corresponding if the balance of the increase in the cost was to be split equally between the member and the Church, an increase of 0.3% would apply to both church and member contributions from 1 September 2013.  

10. The Church contribution from 1 September 2013 would increase to 26.9% and the ministers contribution to 9.3% of standard stipend. 
11. The Methodist Council noted the responses to the consultation and recommends to the Conference that from 1 September 2013: 

· The Normal Pension Date (NPD) under MMPS should be linked to the male State Pension Age (SPA).  

· The balance of the 2013 increase in cost should be shared equally between the member and the Church.

· Church contribution to MMPS will increase by 0.3% to 26.9% standard stipend from 1 September 2013. 

· Ministers’ contributions to MMPS will increase by 0.3% to 9.3% standard stipend from 1 September 2013.
12. A revised Schedule of Contributions is attached (Appendix 1) to effect the change from 1 September 2013.
Increase in Pensions in Payment
13. The rules of ‘the Scheme’ provide for an annual increase in pensions in payment on 1 September each year in line with the annual rise in the Index of  Retail Prices (RPI) as published in the preceding January.   The increase is subject to a maximum of 5% on pensions earned in respect of pensionable service before 1 September 2006 and a maximum of 2.5% on pensions earned for pensionable service completed after 31 August 2006.

14. The increase in the RPI in the year to 1 January 2013 is 3.3%. In view of the current funding position of ‘the Scheme’ the Trustee is unable to recommend to the Conference an increase above the guaranteed increase.  
15. The pre 1 September 2006 pensions will increase by 3.3% and the post 1 September 2006 pensions by 2.5%. This will be applied from 1 September 2013 to pensions in payment which commenced on or before 31 August 2013 and to ill health pensions which commenced on or before 1 September 2012.  
Directors of Methodist Ministers Pension Trust Limited

16. Mr Robin Harris has resigned as a Conference appointed director of Methodist Ministers’ Pension Trust from June 2013. The Trustee Board is in the process of appointing a suitable person to the Board who will fill the post on a casual basis. That person will retire by rotation next year and the 2014 Conference will be asked to appoint that person to the Board from 1 September 2014.

17. On the recommendation of the Methodist Council, Mr Graham Danbury and Mr Colin Pearson retiring directors of Methodist Ministers Pension Trust Limited are nominated for re-appointment.  

18. The Revd Michael Giles has been re-elected as director of Methodist Ministers’ Pension Trust Limited by the active members of the Scheme and will be re-appointed to the Board from 1 September 2013.
19. The full list of directors of Methodist Ministers’ Pension Trust will be:

The Revd Stuart Bell, Mr Ronald Calver, Mr Graham Danbury, Mrs Ruth Edmondson, the Revd Michael Giles, Mr Colin Pearson, the Revd Andrew Walker and Mr Keith Woodley (Chair) plus one other to be confirmed.
Auto Enrolment – Presbyters, Deacons and Probationers
20. The 2012 Conference agreed that MMPS should be used as the qualifying scheme for auto enrolment.
21. The Scheme Actuary has confirmed that MMPS has met the criteria and can be certified as a qualifying scheme, subject to some minor rule changes to remove any barriers to entry to ‘the Scheme’ for those who qualify as eligible jobholders and must therefore be enrolled in MMPS.  This report has been lodged with the Assistant Secretary of the Conference on behalf of the Conference.  A certificate will be prepared by the Actuary shortly before the 1 September 2013 staging date.

22. The certificate will be valid for a period of three years and will then need to be renewed.

23. Currently rule B2 - Admission to Membership of MMPS prescribes that:

(a) “Persons eligible to join the Scheme shall be admitted to membership on the day they become eligible provided that they have made or forthwith make application for membership in such form as the Trustee may require.”
(b) “Persons who do not apply for membership of the Scheme as soon as they become eligible to join shall be admitted to membership on such conditions and on such dates as the Trustee shall decide.”
24. As the rules currently prescribe that the minister must make an application to join ‘the Scheme’, this creates a barrier to entry and as such must be removed in order to comply with legislation from 1 September 2013. It is proposed that rules  B2 (a) and B2(b) are amended as such effective from 1 September 2013:

(a) “Persons eligible to join ‘the Scheme’ in accordance with Rule B1(a) shall be automatically enrolled into ‘the Scheme’ in accordance with the Pensions Act 2008 if they meet the criteria for automatic enrolment set out in that Act.”
(b) “Persons eligible to join ‘the Scheme’ in accordance with B1(a) who do not meet the criteria to be automatically enrolled into ‘the Scheme’ set out in the Pensions Act 2008 may opt to join ‘the Scheme’.  Such persons shall make application for membership in such form as the Trustee may require.”
25. The Rules will also need amendment to remove the requirement that ministers would need to furnish proof of name and date of birth and or medical evidence as a condition of entry.

26. The Trustee has passed a resolution to this effect to amend the rules from 1 September 2013.

Auto Enrolment – Locally Employed Lay Employees

27. As part of the government’s 2011 Autumn Statement it was announced that no small employer with less than 50 employees should have to auto enrol in the current parliament.

28. The Department for Work and Pensions (DWP) has now consulted on the staging dates for small employers of less than 50 employees who are part of a larger group payroll and as a result the legislation has been amended to allow such employers to defer their staging date.  

29. For Circuits with lay employees paid through the central payroll their staging date can be deferred until 1 April 2016.  

30. All employers would normally need to apply to the Pensions Regulator for deferment; however, the Regulator confirmed that due to the potential number of local employers involved, this can be done enbloc.

31. For administrative ease it was considered appropriate for all lay employers to adopt the same policy.  This will also ensure consistency in the event of future Circuit mergers.  

32. The Methodist Council was asked to agree that a deferral until 1 April 2016 should apply to all local lay employers who utilise the central payroll and as a result deferral under the modified regulations was applied for in respect of all lay employers under the control of the Church.

33. Circuits that do not use the central payroll for lay employees will be notified of their staging dates independently by the Pensions Regulator. 
***RESOLUTIONS
15/1.
The Conference agrees that the Normal Pension Date (NPD) under the Methodist Ministers 
Pension Scheme should be linked to the male State Pension Age (SPA).  

15/2.
The Conference agrees that the balance of the 2013 increase in cost should be shared 
equally 
between the member and the Church.
15/3.
The Conference agrees an increase in Church contribution to the Scheme by 0.3% to 26.9% 
standard stipend from 1 September 2013. 

15/4.
The Conference agrees an increase in Ministers contributions to the Scheme by 0.3% to 9.3% standard stipend from 1 September 2013.
15/5.
The Conference agrees to the revised Schedule of Contributions as set out in the report and agrees that it should be signed on its behalf by either the Secretary or the Assistant Secretary of the Conference. 

15/6.
The Conference notes the increases to pensions in payment from 1 September 2013 as set 
out in the report.

15/7.
The Conference notes that Mr Robin Harris has resigned as a Conference appointed 
director and that a suitable replacement will be advised to the 2014 Conference for 
appointment to the Board.

15/8.
The Conference re-appoints Mr Graham Danbury and Mr Colin Pearson as directors of 
Methodist Ministers’ Pension Trust Limited.

15/9.
The Conference notes the re-appointment of the Revd Michael Giles as member nominated director of the Methodist Ministers Pension Trust Limited.

15/10.
The Conference notes the changes to the as set out in paragraph 24 and 25 of the report.

15/11.
The Conference notes that the staging date for all local lay employers who utilise the 
central 
payroll has been amended under the modified regulations to 1 April 2016.

Appendix 1

METHODIST MINISTERS’ PENSION SCHEME

Schedule of Contributions for the period 1 September 2013 to 31 December 2020

The schedule of contributions agreed by the Trustee on 1 March 2012 has been reviewed and revised by the Trustee to satisfy the requirements of Section 227 of the Pensions Act 2004, after obtaining the advice of Stephen Ainsworth, the Scheme Actuary and after obtaining the agreement of the Conference of the Methodist Church.

It covers contributions to ‘the Scheme’ from all persons responsible for providing a current member’s remuneration.

Employer contributions


In respect of future accrual of benefits and the provision of death in service lump sum benefits and the expenses of administering ‘the Scheme’ persons responsible for providing a current member’s remuneration will pay the following:

· 22.2% of Stipends, less member contributions, from 1 September 2013

These contributions are to be paid to’ the Scheme’ on or before the 19th day of the end of the first month of the connexional quarter to which the contributions relate.


In respect of the shortfall in funding in accordance with the recovery plan agreed by the Trustees on 1 March 2012, persons responsible for providing a current member’s remuneration will pay additional contributions of 14% of Stipends until 31 December 2020.

In addition, fixed contributions of £1m per annum will continue to be transferred to ‘the Scheme’ from the Pension Reserve Fund during each September until the shortfall is eliminated.

Expenses

These contributions include a contribution of 2% of Stipends to meet the expenses of ‘the Scheme’ including an annual provision of £140,000 for payment of regulatory fees including the Pension Protection Fund levy.

Augmentation payments

In respect of any augmentations granted, the relevant persons responsible for providing a current remuneration will pay additional amounts to cover the costs of benefit augmentations within one month of the later of the date of granting the augmentation and the date on which the Trustee receives the details of the costs from the Scheme Actuary.

Contributions by active members

Current members who are not temporarily absent from service in accordance with Rule B17 pay contributions at the rate of 9.3% of Stipends.

These contributions are to be deducted from pay by the person responsible for providing a Current Member’s remuneration and paid to the Scheme on or before the 19th day of the calendar month following deduction.

Current Members who are temporarily absent from service pay contributions to the Scheme on the basis agreed by the Trustee.  Such Current Members will ensure that the Trustee receives the contributions payable by him/her within 19 days of the end of the first month of the connexional quarter to which the contributions relate.


These amounts do not include members’ Additional Voluntary Contributions.

Definition of Stipend


The definition of ‘Stipend’ is the minimum stipend determined from time to time by the Conference.

Signed on behalf of the Trustee of the Methodist Ministers’ Pension Scheme

Name


Position


Date


Signed on behalf of the Conference

Name


Position


Date


Appendix 2 
Consultation on proposed changes to ‘the Scheme’ 
Comments received from those in favour are below:

I have read the consultation document and understand fully its implications.

I agree with the general direction of the proposals and believe that it is right to maintain the Covenant commitment with ministers and provide a pension worthy of their vocation which has been stipended at a level out of which few could have made additional pension arrangements. 

I also believe that the benefits to ministers should be recognised by us by sharing the increases to contributions equally between the member and the circuit.

______________________________________________________________________________

Thank you for the paper about the pension proposals. I am happy to support the wisdom of those who have a grasp of these things.  Linking NPD to SPA seems reasonable in the current national climate.  Equal sharing of the increase is fine too, I am grateful that the church may be willing to find extra money in this way.

______________________________________________________________________________

First of all a big thank you for your paper on the pension changes. 

1. I believe it important that the scheme should continue to be a defined benefits scheme so I am pleased with the proposals. 

2. I believe that we should seek to look at linking the NPD to the SPA

3. I believe further that in the increases in September 2013 should be shared between the employing body and the individual.

That means I am in full agreement with the proposals laid out in the document.
_____________________________________________________________________________

I respond to the 2 questions posed at section 7 of the document received with the recent mailing.

I am not against need ministers to retire earlier if future years mirror this year in terms of ministers and stations available. I linking the NPD to the male state pension age but consideration needs to be made in relation to whether we may think the balance of the 2013 increase should be shared between members and circuits.
______________________________________________________________________________

The changes that are proposed (link NPD to SPA, share extra increase between employer and employee) seem to me to be both timely and reasonable. Providing I remain in good health, I'm happy to work for the extra year that this would entail in my case. I'm pleasantly surprised that we are able to maintain a Final Salary Scheme. I'm delighted to give them my full support.
Thank you for the details of the proposed changes to the MMPS with the helpful explanations and examples. 
It seems to me to be an entirely appropriate way forward in a very difficult situation. I agree that Normal Pension Date should be linked to the male State Pension Age - and I also agree that the balance of the 2013 increase should be shared equally between member and church - and I would add that I personally, as a member of MMPS, would be prepared to pay the full 1% rather 0.5%. 

Thank you for all that you do to protect and provide for our pensions - it is an increasingly worrying sphere of life, and your expertise and efforts are very much appreciated. 
______________________________________________________________________________

I would like to record that I approve of the two pension proposals, even though they affect me adversely.  In a time of austerity, I feel that the burden should be shared fairly.

______________________________________________________________________________

I agree with both the proposals contained in the consultation document. 

If anything, I think the proposals should go further – so that ministers pay the full 1% of the recommended increase. And the ‘goalposts’ are going to continue to change for the remaining 20 years of my ministry before retirement, I’m sure!

______________________________________________________________________________

I have read through the proposal paper, and 
support linking the Normal Pension Date under MMPS to the male State Pension Age
sharing the balance of the 2013 increase in cost equally between the member and the church.

______________________________________________________________________________

Thank you for the Consultation Paper issued last month.  In response to the two issues, I am pleased to respond, as follows:

· Linking NPD to SPA - this makes great sense and I am happy to support this proposal.

· Sharing the balance of the 2013 increase equally - I am very aware of the great demand that increasing the costs of ministry places on most of our Circuits, therefore, I am more than willing to agree this proposal.

I am particularly grateful that there is no proposal to move from a Defined Benefit scheme to a Defined Contributed scheme and - in order to sustain and maintain Defined Benefit - I am willing to make additional contributions, as required.

______________________________________________________________________________

Rather than offering a comment or criticism, I am really writing to thank you for the hard work you have put in, not only to drawing up the proposals, but also to giving such a clear explanation. 

I wholeheartedly support the idea of sharing the burden of the deficit between churches and members, after all, isn't that just an extension of the covenantal relationship between ministers and the church? 

There is one small point, but it is very small and niggly.  It may be worth bearing in mind that there are those amongst the members who are currently 42 years of age, and have been in service for more than 2 or 3 years.  My own year of travel is 1997, and I am 42.  But I realise that we are very much in the minority, and that your examples needed to cover a broad range of possibilities!

Again, thank you for the work you have done, and I hope it comes to a fruitful conclusion.

______________________________________________________________________________

Thank you for sending the paper copy of this document to all members, as it is much easier to read and scroll back and forth.

I think you have explained the reasons for the changes and the criteria you have taken into consideration, and I am happy with both of the proposals.

In particular sharing the balance of the changes equally between the member and the Church seems to be the right way forward.  Although the church has entered into a lifelong covenant with us, this is a huge privilege and we have to work alongside people in the various churches whose circumstances are precarious not to say impoverished.  For this reason I would be unhappy to seek any additional special favours or to ask for more from the churches, without the future beneficiaries bearing some of the burden. 

None of us wanted to be in this position, but you have offered something that makes sense.  Thank you for the work you are doing in our interests.

______________________________________________________________________________

Having read the Pensions Consultation report, I wanted to support the two proposals.

It seems sensible and in order to me, to link the NPD to the SPA.  I do not feel that Ministers should be treated 'differently' from others' in pension schemes.

 I also agree that through justice & fairness it would only be fair to increase the cost equally between the members and the Church.

______________________________________________________________________________

I am grateful for the detailed papers sent out. 

I am quite comfortable with the changes which are being proposed. 

It continues to be vitally important that the church is able to maintain a "final salary" Pension Scheme for its Ministers that is both equitable and affordable. 

______________________________________________________________________________

Having skimmed through the paper, I would want to thank you for giving us a clear document and consulting with us about this. 

I would be willing to contribute more than half of the proposed increase in contributions - since the Circuit is already making a massive contribution to minister's pensions. 

______________________________________________________________________________

I write in response to the pensions consultation somewhat reluctantly as the two proposed changes will only affect me to a very limited degree and I hope you will therefore give less weight to my comments than to those of people more deeply affected. It seems sense to me to link the NPD to the SPA. However, as I shall reach NPD on 31st August 2018 the present proposed changes to SPA will not affect me. It also seems right for members to pay something of the increase from September 2013. However, again I shall only pay this for a very limited time.

______________________________________________________________________________

I am happy for both proposals to be implemented from 1st September 2013

______________________________________________________________________________

Many thanks for the clear explanation of the proposed changes to the Methodist Ministers Pension Scheme.
In view of the present financial climate within the Methodist Church and in society at large, changes are both necessary and inevitable. I have read through the proposal and am in agreement with the views expressed i.e. 

· Linking the Normal Pension Date under MMPS to the male State Pension Age
· Sharing the balance of the 2013 increase in cost equally between the member and the Church
______________________________________________________________________________

Thank you for the invitation to be involved in this consultation and for the clear and helpful paperwork supplied. In response to the two questions asked I would make the following comments;

I believe linking the NPD to the SPA is a sensible way forward. I also note that the proposal retains the process by which a Minister can “retire” on 31st August in the calendar year in which they reach the SPA. I declare a self interest in that my birthday is in November-  but (even ignoring self interest) this does seem generally sensible given Ministers only retire at one point in the year.

Given that Circuits carried the 1% increase in 2012, I am happy that the 1% (or 0.6%) additional increase in 2013 be shared between Circuits and Ministers.

______________________________________________________________________________

Thank you for the information regarding the proposed changes to the pension scheme.

I am in favour of both proposals. However, I would like to see a return to the previous practice that meant we could retire at the end of the connexional year (ie 30 august) in the calendar year that we reach state pension age, without penalty.  For me, in order to have my full pension, without penalties, I will need to work for a further 11 months – I wonder where I will find the energy when I am approaching 69?!

Thank you for your hard work to find a fair solution for us.

______________________________________________________________________________

Having read the information circulated I agree that the NPD should be linked to male SPA.  Also that any increase in cost due from 1 Sept should be shared equally between Ministers and Circuits.

______________________________________________________________________________

My views regarding the proposed changes to the pensions scheme

     YES - I think the NPD should be linked to SPA 

    Yes - I think the cost should be shared equally between the member and the church

  Thanks you for the opportunity to comment

______________________________________________________________________________

As an active member of the scheme, I write to express my agreement with the proposed changes.

______________________________________________________________________________

I have read the document sent out with the November mailing and support the proposals suggested i.e. to link NPD to SPA and to share the necessary increase in contributions equally between the church and the ministers.

Personally I would have gone further than this and tried to even out the discrepancy between member and church contributions somewhat but recognise that my colleagues in the ministry would be unlikely to accept this. I also feel I am on shaky ground as I have benefitted from generous provision that younger ministers will not enjoy.

______________________________________________________________________________

Linking NPD under MMPS to the male SPA seems a sensible idea to me.

I have no objection to sharing the balance of the 2013 increase equally between members and the churches. Are any steps being taken to consult the circuits on this proposal?

______________________________________________________________________________

In response to the paper circulated in Nov concerning the proposed changes to the MMPS, I would like to register that I am in favour of the changes as outlined.

______________________________________________________________________________

In response to the document 'Conference Consultation on proposed changes to the MMPS', I am in agreement with the proposals that NPD be linked to the State Pension Age and that the increase in cost be shared equally between the members and the church.

Comments received from those who raised concerns are below:

I agree with the linking of NPD to SPA. I do not agree with sharing the 2013 increase between Church and members - it should be a cost to the Church.

______________________________________________________________________________

My response to the proposed changes to the Scheme is:-

To link the NPD to SPA – NO.  Whilst the Govt may have made changes to the State Scheme on the grounds of cost, many of us will be glad to retire at age 65, particularly those of us who have a chronic health condition. There will be many mature entrants to the Ministry that have deferred pensions payable at 60 - 65. 

Sharing the balance of the 2012 increase between member and Church – YES.  I would be happy to pay the extra in order to retain NPD of age 65.

______________________________________________________________________________

I am generally in agreement to linking the NPD under MMPS to the male SPA and to sharing the balance of the 2013 cost equally between the member and the Church.  (I am not in favour of the SPA rising much because this has a knock-on effect of making it more difficult for younger people to find work.)

______________________________________________________________________________

In present conditions this still looks a good deal for members, but how much can circuits go on paying?
______________________________________________________________________________

Thank you for the Consultation Paper on proposed changes to the MMPS.

· We support the linking of NPD under MMPS to the male SPA.

· However, we do not support the proposed sharing of the balance of the 2013 increase in cost equally between member and church.

______________________________________________________________________________

Following the recent mailing, I’ve done my best to consider these proposals and think about what is fairest and practical.  With regards to the two proposals:

Linking NPD to SPA – for someone such as myself, NPD 31/08/2034, at present, this will obviously mean working longer as I have every expectation that the Government will probably have to rise SPA even further over the years.  I anticipate that this will continue to get further and further away for me.  By far the biggest chunk of my pension contributions will then be at a lower level of remuneration and I will probably have to work for two/three more years for a smaller pension.  This may just be how it has to be to balance the books.  In conclusion, I am not terribly happy, but accept that this may have to happen. 

 Sharing the balance for the 2013 cost equally between members and circuits – I think this is only fair – so I would agree with this wholeheartedly.

______________________________________________________________________________

Thank you for the clear manner in which the pension fund letter is worded.

On first reading the letter the wording of the proposal says: "Sharing the balance of the 2013 increase in cost equally between the member and the Church."

Initially I assumed we were talking about an arrangement for that one year only. It became obvious reading further on that we were talking about continuing future arrangements from 2013.

Notwithstanding this initial misapprehension on my part, I support the proposals in full.

I just have one question.  Paying 9.3% or 9.5% is starting to get a little steep on top of NI and tax for current members. (I am currently paying 8% into the NZ State run occupational scheme similar to the British Stakeholder pension idea).

If contributions continued to rise to say, something approaching 15%, in order to maintain current benefits of the scheme, would current members have the right to call for a review of the situation so that they paid in less so that they could afford to live today, whilst paying the price in the future of a less generous pension?

I hope you don't mind me asking this when I am no longer a current contributor.

More detailed comments received.
I have less than 3 years to normal retirement age, will then have 32 years of Methodist service (all being well) and am now drawing a […] pension for the first 10 years of my working life.

Thus I am one of the lucky ones, and feel disqualified from commenting on future raising of the NPD or even the rate of ministers’ pension contributions, but for several reasons wish the MMPS to remain healthy:

1.            Obvious self-interest, in that it will provided my main retirement income.

2.            The wish for younger ministers not to have an extra burden of anxiety about their post-retirement future.

3.            The feeling (shamefully late in coming) that I should and could have been contributing more to my pension ‘pot’ (as a younger man I never thought about pensions, they were taken for granted)

As well as being a minister, I give an offering to my local churches and so feel I’m contributing to MMPS both ways, but am still rather shocked when I see the percentage on stipend that circuits pay, and would wish that not to rise further, if at all possible.

______________________________________________________________________________

Thank you for the helpful and clear documentation.

In response to the specific points I would be strongly in favour of 

Linking the NPD to male SPA

Sharing the balance of the 2013 increase in cost equally between the member and the Church

Whilst recognising that it is becoming increasingly unusual, I would want us to seek to protect the defined benefit scheme, not least as those moving towards retirement at the moment may well be facing unexpected challenges to do with the less generous provision that is possible by the Methodist Ministers Housing Society.  For at least the next 20 years there will be ministers moving towards retirement who were advised to sell their houses on entering college and who therefore will be struggling to keep pace with increasing costs.  If we are to do this, as a member of the scheme I recognise that I will need to pay more in!   I suspect we are already moving towards the limit of what circuits can pay and will ultimately begin to see a decrease in the number of ministers a circuit can afford.

In terms of linking to SPA.  For many of us there is no choice in any case – we simply won’t be able to afford to retire without receiving the State pension, so I suspect it is a small proportion of ministers who will actually be affected negatively by this change.  As one who opted to move from a retirement age of 60 to 65 and who looks likely to now retire at 67+ I recognise that better health means longer active working and the joy of receiving a stipend for it rather than doing it as a supernumerary!

Looking to the future I believe that consideration should be given to sharing the costs of any future increases between the church and minister – possibly with consideration to minister paying a greater proportion.  

______________________________________________________________________________

Personal Background.

I am a Methodist minister who entered the ministry in 1993.   I am married, and my stipend is the sole household income.      I am probably more reliant on the covenant than most ministers since I have been working for the church, and reliant on them for accommodation since I was 26.   Consequently I own no property, and have no prospects of ever doing so.    I am a member of the Methodist Ministers Pension scheme.  

The Problem

Whilst I applaud the Methodist Church in trying to maintain the covenant with their ministers regarding their pension, I am also aware that trying to maintain what is in effect a defined benefit scheme is going to be extremely difficult if not impossible in the future.    It is extremely likely that such a scheme will never again be self sustaining, and will require increasing contributions from the Methodist Church to survive.   All this is happening at a time when churches’ income is falling in real terms and demands from circuits and connexion are rising.  Churches are going bankrupt, and many circuits will be forced to reduce their number of ministers to avoid bankruptcy.   This process is being accelerated by increasing demands for pension contributions.  While there was a shortage of ministers, they were in effect shunted from circuits who couldn’t afford them, to those who could, but this is now no longer the case.   The money no longer exists in circuits in the quantity required to pay for the pensions of the number of ministers we have.   Either circuit pension contributions will have to increase even further, or the money found elsewhere.   Either way the current scheme inevitably will result in a bankrupt Church, and a bankrupt pension scheme.    The covenant cannot be maintained in this way.


Can I suggest that the present scheme be wound down as soon as possible.   Its deficiencies can then be assessed and dealt with in a manageable way enabling those who have contributed in the past to receive the pension promised for the years they contributed.   I suggest you put in its place a “Cash Balance” scheme.   The Methodist Church would guarantee that each member will receive a pension pot based on the number of years contributed.   This amount would be based on the expected returns of the fund, and the realistic contributions from the Church.    It would then be up to the members themselves to buy an annuity with it when they retire.    This maintains a covenant of a fixed return but asks each member to consider their own personal situation, and the elements that effect annuity rates like their health,  age of retirement and their longevity.   It would be up to individual ministers to make additional contributions if they thought it necessary.

Naturally such a scheme could still go bankrupt, but it reduces the variable factors for the pension scheme .   The individual minister will themselves decide on any increases above this, dependent on their individual circumstances and the likely annuity rates.   In this way the Church and member shares the responsibility.

I know that such a scheme will theoretically yield less pension for myself, but a bankrupt scheme and a bankrupt Church will not be able to fulfil its promises anyway.  A bankrupt Church will also not be paying me stipends in the future.

The supermarket chain, Morrisons, is running such a system, and it has the full backing of their main Trade Union.

The Answers to your questions based on my assessment of the problem, outlined above.

Linking NPD to SDA

The amount guaranteed by the Methodist Pension scheme must of course be dependent on a ‘fixed pensionable age’.   However, the Methodist system is rather complicated as it also includes (for people like myself) the provision of a house from the Methodist Ministers Housing Society.    Although you (the pension scheme) have no control over this, the Methodist Church needs to bring these things together.   In order that ministers, whatever their personal circumstances, can be allowed flexible retirement, and can plan for this ahead of time I suggest that the Normal Pension Date for the scheme be fixed for the 1st September in the calendar year that a member reaches the age when they are able to draw their state pension.   (Bear in mind that ‘the age’ may not be on a person’s birthday if the government phases it in.   For instance under current proposals my 66th birthday is on 18th May 2026, but the age at which I can draw my state pension will be 42 days later.)
I agree that all early/late retirement factors should then be made clear to each minister, who can then plan their retirement in a flexible manner.

I need to emphasise again, that although you have no control over the provision of housing for retired ministers, or the date at which Conference will allow ministers to retire it is essential that these changes are accompanied by an assurance that ministers can, if they wish, retire on the year of their 65th birthday, and that if required a house is provided for them.    It is no good providing for flexible retirement in the pension scheme if the Methodist Conference doesn’t legislate for it, or if there is no house available for those who need one.  Since planning for retirement at the age of 65 has been the expectation for many years it seems reasonable to me for Conference to consider this to be the lower end for supportable flexible retirement - even if most ministers choose to work longer because they cannot afford to retire without a full Methodist pension and a state pension.
Sharing the balance of any 2013 increase between member and church.

I have already outlined my pension proposals to you, and my response will be based on that.  My objections to increasing minister’s contributions are met in that scheme.  If you continue with the present scheme the same objections apply.

The stipend is designed to provide ministers with an income to meet their basic needs.   Eroding that stipend will either require a later increase to make up for the erosion, or the stipend will cover less than a minister’s basic needs.   In the first case, it will eventually result in an increase in the assessment, and the church will be paying the extra anyway + tax etc.   In the second case you are failing to meet another aspect of the ‘covenant’ you wish to preserve.

I sometimes get the feeling that this is being done for the sake of appearances, not for any sensible financial reasons.   I can understand why a company giving out large salaries leading to large disposable incomes might want to place extra burden on their employees who can afford it, but why should Methodists providing a basic stipend for their ministers want to claw back the basic stipend in this fashion?    It undermines the stipend concept, and the formula adopted for its increase.

The current 9% contribution should not be increased, now or in the future.
If you were to adopt a ‘Cash Balance’ scheme there would be no necessity to ask members to contribute any more than they are.   The benefits would be fixed, based on the reasonable responsibility of the Church alone.   If ministers felt able to contribute extra it would be for additional benefits either in the Methodist scheme or elsewhere.   The choice would be theirs.

A Cash Balance system is a sensible and responsible way of sharing the pension burden between Church and member, and is less likely to result in a bankrupt Church, which will be of no use to anyone

______________________________________________________________________________

First a big thank you for a very clear document, well set out and illustrated. May I make the following points:-

1. As the person who brought the successful Notice of Motion asking that Conference should not raise the pension age to 68 but leave it to link with the State age I think that this point has already been accepted in principle by Conference. I assume it would clarify that the retirement age was on 31st August in the year following the individuals given retirement age, which seems now to be a variable figure according to date of birth.

2. I agree that it is right to share the balance, but I have a concern that we should never get above 10%, as for a minister who is the sole earner in a family that takes a sizeable chunk of their income. I realise that many are in a position where they have working partners bringing in income, but that is not always so.

3. The law now clearly states that anyone can work for as long as they may wish to, and with greater life expectancy it would seem likely that many ministers will take that option and work beyond  either/both the Scheme and the State retirement age.

4. I applaud the intention to stay with a defined benefit scheme. If we were ever to move away from that there would be huge issues as to what exactly a stipend is worth if housing, which is clearly a benefit, is taken into account.  Ministers receive what is now (but was not when I started!) a reasonable stipend, but the pension needs to be in defined benefits or else it would be very small.

______________________________________________________________________________

Thank you for the consultation paper on pensions. It is good to know that there is a pension provision that is reasonably secure, and it seems to me that we now understand the cost of this security. I see the extra cost falling on circuits and minsters as some form of insurance that the pension provision will continue. I see no option but for these increases to happen.

I would want to ask the Conference to review the standing order which asks a minister to continue working until the end of the Connexional Year during which one attains NRD or (as proposed) SPA.  The date of retirement needs to be the same as SPA and provision needs to be made to overcome the procedural difficulties that this change would cause.

I would also like to see some figures concerning the increase in longevity that is claimed.

______________________________________________________________________________

Thank you for sending me the documentation about the proposed changes to the Methodist Ministers’ Pension Scheme.  I am very much aware that it will not have been easy to formulate the proposals that are being brought about the future of the MMPS.  However, the consultation has led me to make the following comments:

1) The Reports to Members say that the Fund’s market value rose from £280.3m (1 Sep 2008) to £297.5m (1 Sep 2011), albeit with some significant fluctuations.  I wonder, then, how it is that the valuation of MMPS on 1st September 2011 revealed an increase in the shortfall of £19.5m to £58.4m?  If, as is implied, the increase in the cost of purchasing future service benefits is not as significant (at 2%) as the impact of poor investment returns and changes in gilt yields, then it seems to me that the investment strategy of MMPS is called into question.  Have the investments been performing as well as they might have?  If so, then perhaps there is a fundamental problem with expecting such investments to be able to provide sufficient return to be able to meet the liabilities of pension schemes like MMPS.  If not, then is it time to conduct an in-depth review of the MMPS investment strategy?

2) The proposal to link NPD to male SPA raises questions in my mind.  In expecting ministers to retire at an older age, the Methodist Church will be asking ministers to continue to engage in what can be high-pressure/stress work at an older age.  Might that additional service: a) lead to a greater rate of retirement through ill-health; b) lead to decreased longevity due to later retirement; c) have an impact on the missional capabilities of the Church?  If the proposal to link NPD to male SPA is implemented, then retirements through ill-health may well increase the costs to MMPS, though if there then proved to be decreased longevity, perhaps savings would be made by MMPS in increasing the NPD?  Not being aware of any research that may have been done about the impact of increasing NPD on ill-health retirement or longevity, I do not, therefore, feel that I have sufficient information to be in favour of linking NPD to male SPA.

3) Having noted the recent history of changes in members’ and Circuits’ contributions to MMPS, I believe that members’ contributions have not increased as much in absolute percentage terms as Circuits’ contributions have.  However, as ministers’ stipends include housing and are therefore not as large in cash terms as they might otherwise be, not only will any increase in ministers’ contributions be quite keenly felt, but ministers will inevitably be paid a lower pension on retirement than they would be if the monetary aspect of their stipends was greater.  I therefore feel that active ministers need to be given more choices about their remuneration than is possible at present – a higher salary and pension without housing provision or a lower salary and pension provision with housing provision.  Although an increase of 0.3% to 0.5% in members’ contributions seems quite small, I would resist increasing ministers’ contributions again at this point – and perhaps again after every Actuarial Valuation – without a more fundamental review of MMPS’ operation and potential future performance (per point 1 above). 
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