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29.  REPORT OF A REFERENCE GROUP ON THE FINANCES OF THE METHODIST MISSIONARY SOCIETY (MMS)
CONTEXT

1
The Conference of 2010 appointed a Reference Group to meet with the officers of the MMS and the Secretaries for External Relationships and for Team Operations, to examine in confidence a report about the finances of the MMS, and to report to the Conference. The Reference Group consisted of Mrs E Jill Baker, Mr Dudley J Coates, The Revd Donald P Ker, The Revd Peter J Pillinger and The Revd Stephen J Radford.

2
The Reference Group reported to the Conference of 2010 as follows:

The Reference Group appointed by the Conference to examine in confidence a report about the finances of MMS (Record 6/5) has met and makes this interim report to the Conference.

We have seen the confidential report made to the SRC and been informed of the further work proposed. We have been given sufficient information about new processes in the Finance Office to assure the Conference that Methodists may give with confidence to the WMF.

The advice of the Reference Group is:

a) 
that the work already done by the Team at the instigation of the SRC is appropriate and will increase our confidence in all the figures included in the connexional accounts; and

b) 
that further work needs to be done beyond that already commissioned by the SRC and that this will require the Team to devote more resources than currently envisaged to this work in 2010/2011.

The Reference Group proposes therefore to remain in being and to make a further report to the 2011 Conference.
The 2010 Conference received that report. What follows is the further and final report of the Reference Group.

3
We celebrate the fact that the MMS is collaborative work between the British and Irish Methodist Churches. The Constitution of the MMS is contained in CPD
. It provides that the MMS is a creature of the British Church and that its accounts form part of connexional funds. So legally the accounts of the present World Mission Fund (like those of its predecessors) are not the accounts of a separate body but simply part of the overall consolidated accounts for which the Methodist Council is responsible
. But the constitution also makes clear that ‘the Methodist Church in Ireland undertakes and conducts its work overseas through’ the MMS and directs that there shall be full consultation between the Methodist Council and the responsible committee of the Irish Conference. The British Conference needs to be aware that there has in the recent past been criticism in the Irish Conference about inadequate consultation on these matters. The Reference Group has benefited from the presence amongst its members of the Secretary of the Irish Conference who indeed chaired most of our meetings. 

CONCERNS

4
Concerns about past MMS accounts have been expressed by more than one MMS Treasurer. We met with the present MMS Treasurer (Andrew Gibbs) and with one of his predecessors (Brian Mansfield). Both provided us with useful information. Some of the information related to incomplete accounting records, pressures on the small staff in the finance function and questions relating to some uses of world mission funds within Britain (notably for training in mission awareness as distinct from training for mission partners, the latter being a legitimate use of world mission funds). Questions have also been raised about the scrutiny of accounts and accounting policies, notably charges to the previous Fund for World Mission (and its predecessors) for management services provided from other parts of the Connexional Team than the World Church Office. 

5
Brian Mansfield also raised with us a subsidiary issue relating to the treatment of a loan of almost £1.2 million from the predecessor of the World Mission Fund to the Centenary Hall Trust (the trustees of the building now known as Methodist Church House). We return to this issue later (see paragraphs 17 to 19 below). 

CONSIDERATIONS

6
The Reference Group has met with the Secretary for Team Operations. The Head of Support Services in the Connexional Team has been present at most of our meetings. We have been helped in particular by Sue Haworth, an accountant who had been appointed by the Connexional Team to look into a number of questions relating to the Church’s accounts; she has also been present at most of our meetings. As well as meeting with Team staff and others, the Group has also met independently to discuss our conclusions.

7
Normally an extract from the connexional accounts representing the transactions relevant to the World Mission Fund has been presented to the MMS AGM (which now takes place during the meeting of the British Conference). But it is the overall accounts for the various connexional funds which are adopted by the Conference on the recommendation of the Methodist Council. Thus during the 2008 Conference MMS accounts for the year 2006/2007 were made available. A significant point arose when for the first time no MMS accounts were made available to Conference for 2007/2008 in 2009. Accounts for 2007/2008 were made available to the 2010 Conference but this history is part of the background to our appointment.

8
We have spent considerable time looking into the information provided to us by the staff of the Connexional Team and by former MMS Treasurers. We have looked into all the concerns expressed taking account of the information which is available. This has included research into original trust documents including in particular the documents relating to the purposes of the Centenary Hall Trust. 

9
We note from our research that it is impracticable to seek now to reconstruct information which was not in fact collected at the time. There are certainly gaps in the information available as a result of poor accounting practices and staffing difficulties in the middle of the last decade. But we have found no evidence to suggest that those gaps have any wider significance. 

10
However, it has also become apparent to us that the Church’s accounts, whilst properly prepared to appropriate accounting standards, can be confusing to those who are not familiar with detailed accounting practices. We think that it would be useful for the Connexional Team to consider ways in which the information contained in the accounts could be re-presented so as to be more accessible to those who are not finance professionals.
11
We have not looked into the role and format of the MMS AGM and a number of other wider issues which are, we understand, being explored by a group appointed by the Methodist Conference to re-imagine the MMS. However, we would commend further work on ways in which the role of the Irish Methodist Church in the World Mission Fund can be recognised more visibly and we make a recommendation on this matter in paragraph 20 below.

COMMENTS AND CONCLUSIONS

12
We are encouraged by the evidence we have seen that accounting processes and records have been, and continue to be, improved. Sue Haworth has been concentrating in particular on rationalising many of the smaller funds within the various connexional funds. This work relates to all connexional funds and thus goes well beyond our remit. But we note that it is, for example, enabling reserves held within small funds to be released for purposes as close to those envisaged by original donors as possible. We note with pleasure the recent appointment of a new Finance Manager for funds management who will be carrying forward the work which Sue Haworth has been doing. We also note that the work is being overseen by a new Finance Sub-committee of the Strategy and Resources Committee (SRC) chaired by the first Connexional Treasurer. This is valuable work which we commend and in which we have full confidence. But its scale (including in some cases work with the Charity Commission to redefine purposes in ways which make it possible to spend funds today) should not be underestimated.

13
It is important for the future that we do not again face difficult issues relating to accounting practices and the resources available in the finance function within the Connexional Team. We note the scrutiny work of the Connexional Grants Committee and of the new Finance Sub-committee mentioned in the previous paragraph. We commend these developments but we also urge further development and improvement in these scrutiny arrangements. 

14
We have also heard of the work being done under the auspices of the Audit Committee to improve and strengthen auditing processes and we commend that work.

15
We have looked into the way in which the World Mission Fund is charged for management services (including staff costs). Before decisions on Team Focus taken by the Conference in 2007 the arrangements were opaque. It would not be cost effective to keep the detailed records which would enable a case by case charging system. We agree that the present arrangement under which the World Mission Fund is charged 15% of its income for management services is reasonable and appropriate
. 
16
We commend the work which is being undertaken to reconcile reserves to the underlying assets. We are content with the work being done to clarify the data which underlies the Balance Sheet for the World Mission Fund and are satisfied that sufficient and appropriate work has been done and that the information on the opening and closing balances for the World Mission Fund which will come before the Conference in the 2009/2010 accounts will be as correct as the underlying accounts data permits. 

17
In our view the subsidiary issue mentioned in paragraph 5 above also requires further action. The building now known as Methodist Church House is vested in the Centenary Hall Trust (CHT). Whilst the Methodist Council appoints a Management Committee for Methodist Church House, the Council itself is the trustee body for the Centenary Hall Trust as well as for connexional funds generally. The primary objective of the original 1841 Trust relates to the provision of a monumental building to house the work of foreign missions. Should the building ever be sold, it would be necessary for the Conference to determine, in the light of legal advice at the time, how to use the proceeds. But in our view, whatever the legal position, any such proceeds are morally held for world mission purposes
. 
18
At the point when Methodist Church House became the Church’s main headquarters building (rather than the headquarters of the MMS) several loans were made from funds in the control of the Methodist Council to the CHT in order to fund the refurbishment. Those loans included one loan of £1 million from the World Mission Fund (WMF). The loan from the World Mission Fund was different in two significant respects from the other loans. First, the WMF loan originally bore no interest. This arrangement was brought to an end when the other loans were repaid; since 1 September 2007 interest has been calculated on this loan at the appropriate CFB
 rate but has then accrued, increasing the loan although this will only be fully reflected in the accounts from this current year. A second significant difference remains; unlike the other loans the CHT loan is treated as non-repayable (unless or until the building is sold).

19
We need to make it clear that the change we propose will not release new resources. If, as we propose, interest is in fact paid and the loan to the CHT is treated as repayable, then transfers will appear in the accounts from one fund in the control of the Methodist Council to another fund within the Council’s control. Nevertheless, in the interests of clarity and transparency in both the British and Irish Churches, we recommend 
(a) that, in consultation with the auditors, the CHT accounts should in future be shown clearly within the overall connexional accounts with an appropriate reference to its purposes;
(b) that the interest charged on the loan from the World Mission Fund to the CHT should actually be paid annually so that the loan will no longer increase; 
(c) that the loan should now be treated as repayable; 
(d) that an appropriate repayment schedule should now be negotiated; 
(e) that such negotiations should involve the MMS Secretary and MMS Treasurer and such representatives as the Methodist Church in Ireland may designate for this purpose; and 
(f) that the Conference of 2012 should be informed as to the results of these negotiations setting out the period over which repayment will take place.

20
The Methodist Council is the managing trustee body for the World Mission Fund. But as we have said earlier in this report, the World Mission Fund is in effect a joint fund of the British and Irish Churches. The current structure of trusteeship does not reflect this partnership between two churches. So we further recommend that for the future the Methodist Church in Ireland should be fully involved, through such persons as may be designated by its Conference, in any future considerations relating to the World Mission Fund (or any successor fund) or to scrutiny of that fund. 

21
Finally the Reference Group thanks the Connexional Team, and in particular Nick Moore, Sue Haworth and Sarah Cotterell for the work they have done and for the information they have provided which have made it possible for the Group to undertake the work with which it was charged by the Conference and to reach generally reassuring conclusions.

*** RESOLUTION (Daily Record 8/36)
29/1.
The Conference received the Report and directed the Methodist Council to act on the recommendations set out in paragraphs 19 and 20 of the Report.
� Pages 711-14 in the 2010 edition


� Standing Order 360. SO 362(2) provides that the purposes of the World Mission Fund are identical to those of the MMS.


� The charge for management services for the other restricted funds is currently 9% (10% is proposed for 2011/2012), whereas the World Mission Fund, with much higher staff costs associated with the relationship work is charged an additional 6% to reflect these higher costs.





� It is also our view that there should be proper consultation with the Methodist Church in Ireland over any decision to dispose of the building and over the use of the proceeds.


� Central Finance Board





