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Basic Information
	Title
	Unified Statement of Connexional Finances

	Contact Name and Details
	Nick Moore, Head of Support Services mooren@methodistchurch.org.uk
Maureen Ndagire, Director of Financial Operations ndagirem@methodistchurch.org.uk

	Status of Paper
	Final

	Draft Resolution
	33/1.
The Conference receives the Report as the Unified Statement of Connexional Finances required by Standing Order 360.


Summary of Content
	Subject and Aims


	Summary extracts of the full consolidated accounts of the Methodist Church in Great Britain for 2009-10 adopted by the Methodist Council and presented to the Conference as the unified statement of connexional finances required by Standing Order 360. 

	Main Points


	· The Council adopted the accounts after they had been approved by the external auditors and scrutinised in detail by the Finance Sub-committee of the SRC
· After a surplus of £8m the previous year, the accounts show a deficit of £13m in 2009-10, primarily due to the £15m write down in Southlands College assets that were transferred to Roehampton University on a 125 year peppercorn lease
· Charitable income increased year-on-year from £42m to £43m

· Excluding one-off exceptional items year-on-year income increased by 3% whilst expenditure increased by 6%

	Background Context and Relevant Documents
	When the Methodist Church in Great Britain was registered with the Charity Commission it was agreed that the accounts of the registered charity would be those of the Methodist Council. The full consolidated accounts were presented to the Council as MC/11/79 and adopted by the Council under SO 212(1) in April 2011. They are available for scrutiny on the Methodist Church website and in printed form from the contacts named at the head of this Report. Printed copies will also be available at the Conference. 

Under Standing Order 360 the Council has to present to the Conference “a unified statement of connexional finances….. so as to give an overall view of those moneys and other assets for which the council is responsible”. This Report consists of extracts from the full consolidated accounts which provide a summary of them to meet that requirement. It is submitted to the Conference as the trustee body of the registered charity.  
The full consolidated accounts adopted by the Methodist Council have been submitted to the Charity Commission.


	Impact 
	Considerable. The provision of good information enables the Conference to exercise good stewardship of the Church’s resources and to make better strategic decisions about the use of those resources to further the worship and mission of the whole Connexion.  


1. Financial Review

The activities covered in these consolidated accounts are those under the oversight of the Methodist Council. The Methodist Church in Great Britain is the registered charity and the Charity Commission have agreed that these accounts can properly serve as the accounts of the charity.

The funds covered in these consolidated accounts ended the year to 31 August 2010 with net outgoing resources before transfers and revaluations of £13 million (2009: £8 million surplus).  Total incoming resources for the year were £43 million, up 3% on the previous year.  Costs included a one off write down of the net assets of Southlands College totalling £15 million for a grant of a lease of the College by the Methodist Council to Roehampton University for a term of 125 years for a yearly rent of a peppercorn as approved by the Conference 2010.  The comparative costs for 2009 include a one off write back of grant commitments of £4.8 million. Taking these non recurrent items into account, the remaining like for like costs have risen by 6% in the year. 

	Consolidated financial overview excluding exceptional items
	2010
	2009
	% change

	 
	£m 
	£m 
	 

	Income
	43
	42
	3%

	Expenditure 
	41
	38
	6%

	(Deficit) / Surplus 
	2
	4
	 


2. Charitable income
The main sources of charitable income are donations (including legacies), and the district assessment, and together these accounted for nearly 60% of all incoming resources.

Total income increased by 3% to £43 million (2009: £42 million) primarily due to a growth in investment and other income categories. Despite the recession, underlying voluntary income, which includes income from emergency appeals, regular donations and legacies, remained stable. Work initiated by the Council to simplify its funds structure has resulted in £1.7 million of assets that were not previously included being added within investment income. This, plus stronger investment and legacy income, more than offset the one-off addition of £2.75 million in the previous year which arose from the incorporation of the former Methodist Publishing House operations into those of the Council.  Levy income on property sales also increased by over 10% despite the national slump in property development.
3. Charitable Expenditure
Despite the onset of inflationary pressures, overall expenditure remained under control. The underlying increase in total resources expended was 6% after stripping out the one-off grant write-back of £4.8 million in 2009 and the grant of the lease of Southlands College to Roehampton University of £15 million in 2010.  Charitable expenditure includes a planned draw-down on restricted and designated funds (the Training Assessment and Connexional Priority Funds).
	 Expenditure highlighting exceptional items
	2010
	2009

	Total costs before adjustment for one off items 
	£56m 
	£33m  

	Grant commitments written back 
	0
	£5

	Transfer of Southlands College 
	-£15m  
	0

	Total adjusted expenditure 
	   £41m  
	  £38m  

	Overall increase in expenditure was 6% 
	
	


4. Strategic objectives, aims and purposes of the Methodist Church in Great Britain 

The work covered in these accounts falls within the work of the Methodist Church.  The strategic objectives of The Methodist Church in Great Britain (“The Methodist Church”) are directly linked to its aims. They are:

1. Worship – to increase awareness of God’s presence and to celebrate God’s love;

2. Learning and Caring – to help people to learn and grow as Christians, through mutual support and care;
3. Service – supporting community development and action for justice, especially among the most deprived and poor - in Britain and worldwide; and
4. Evangelism – developing confidence in evangelism and in the capacity to speak of God and faith in ways that make sense to all involved.
5. Public Benefit Requirement

The trustees of The Methodist Church had due regard to the public benefit guidance published by the Charity Commission in compliance with its duties under section 4 of the Charities Act 2006.

This guidance sets out two key principles:

1. The organisation must have an identifiable benefit.

2. The benefit must be to the public or a section of the public.

As the Church exists to:

· increase awareness of God’s presence and to celebrate God’s love;

· help people to learn and grow as Christians, through mutual support and care; and

· be a good neighbour to people in need and challenge injustice,

the trustees consider that for these reasons the charity meets these public benefit requirements.
6. Auditors

During the year Baker Tilly UK Audit LLP were appointed as auditors to the charity. A resolution proposing the re-appointment of Baker Tilly UK Audit LLP as auditors to the charity was adopted at the Methodist Council. Baker Tilly UK Audit LLP has indicated its willingness to continue in office.
Consolidated Statement of Financial Activities for the year ended 31 August 2010 

	
	Notes
	Unrestricted Funds
	
	Restricted Funds
	
	Endowment Funds
	
	Total
	
	Unaudited

Total

	
	
	
	
	
	
	
	
	2010
	
	2009

	
	
	£000
	
	£000
	
	£000
	
	£000
	
	£000

	Incoming resources
	
	
	
	
	
	
	
	
	
	

	Incoming resources from charitable activities
	
	
	
	
	
	
	
	
	
	

	  District Assessment
	
	11,834
	
	100
	
	-
	
	11,934
	
	12,008

	  Voluntary income
	       2 
	574
	
	10,908
	
	-
	
	11,482
	
	11,510

	  Investment income and interest
	       3 
	977
	
	4,500
	
	-
	
	5,477
	
	4,625

	Activities for generating funds
	
	
	
	
	
	
	
	
	
	

	  Fundraising trading
	       4 
	652
	
	4,958
	
	-
	
	5,610
	
	4,899

	Incoming resources from generated funds
	
	
	
	
	
	
	
	
	
	

	  Grants and capital levies
	       5 
	5,130
	
	1,475
	
	-
	
	6,605
	
	6,469

	  Other income
	
	1,000
	
	750
	
	-
	
	1,750
	
	951

	Other income resources
	
	
	
	
	
	
	
	
	
	

	  Net gain/(loss) on disposal of tangible fixed assets
	
	(11)
	
	53
	
	-
	
	42
	
	1,275

	Total incoming resources
	
	20,156
	
	22,744
	
	-
	
	42,900
	
	41,737

	
	
	
	
	
	
	
	
	
	
	

	Resources expended:
	
	
	
	
	
	
	
	
	
	

	Cost of generating funds
	
	
	
	
	
	
	
	
	
	

	  Costs of generating voluntary income
	
	374
	
	-
	
	-
	
	374
	
	387

	  Fundraising trading
	
	457
	
	2,071
	
	-
	
	2,528
	
	2,250

	  Investment Management
	
	79
	
	-
	
	-
	
	79
	
	46

	Charitable activities
	
	
	
	
	
	
	
	
	
	

	  Equipping the church to engage society
	
	10,849
	
	5,760
	
	-
	
	16,609
	
	14,985

	  Formation, Training Development & Resourcing
	
	6,627
	
	1,986
	
	-
	
	8,613
	
	9,748

	  Transfer of Southlands College
	
	-
	
	15,198
	
	-
	
	15,198
	
	-

	  Empowering the Min of Overseas Partners
	
	1,059
	
	7,014
	
	-
	
	8,073
	
	6,930

	  Write back of grant commitments
	
	
	
	
	
	
	
	-
	
	    (4,815)

	  Advocacy & Education
	
	1,135
	
	-
	
	-
	
	1,135
	
	1,187

	Governance costs
	
	2,858
	
	27
	
	-
	
	2,885
	
	2,559

	Total resources expended
	6
	23,438
	
	32,056
	
	-
	
	55,494
	
	33,277

	
	
	
	
	
	
	
	
	
	
	

	Net(outgoing)/ incoming resources before transfers
	8
	(3,282)
	
	(9,312)
	
	-
	
	(12,594)
	
	8,460

	Gross transfers between funds
	16,17,18
	(55)
	
	744
	
	(689)
	
	-
	
	-

	Net (outgoing)/ incoming resources after transfers and before other recognised gains
	
	(3,337)
	
	(8,568)
	
	(689)
	
	(12,594)
	
	8,460

	Gains /(losses) on revaluations and disposal of investment assets
	
	1,040
	
	2,422
	
	2,186
	
	5,648
	
	(1,195)

	Net movement in funds
	
	(2,297)
	
	(6,146)
	
	1,497
	
	(6,946)
	
	7,265

	Total funds brought forward at 1 September 
	19
	45,212
	
	77,419
	
	20,401
	
	143,032
	
	135,767

	
	
	
	
	
	
	
	
	
	
	

	Total funds carried forward at 31 August 
	
	42,915
	
	71,273
	
	21,898
	
	136,086
	
	143,032


All activities are classified as continuing. 
The notes on pages 28 to 49 form an integral part of these consolidated financial statements.

The Methodist Church in Great Britain 
Consolidated balance sheet as at 31 August
	
	
	
	
	

	
	
	
	2010
	
	2009
	

	
	Notes
	
	£000
	
	£000
	

	
	
	
	
	
	
	

	Fixed Assets
	
	
	
	
	
	

	Tangible assets
	11
	
	23,738
	
	39,183
	

	Investments
	12
	
	102,429
	
	94,006
	

	
	
	
	126,167
	
	133,189
	

	
	
	
	
	
	
	

	Current Assets
	
	
	
	
	
	

	Stock
	
	
	201
	
	141
	

	Debtors
	13
	
	7,580
	
	4,583
	

	Short term deposits
	
	
	22,351
	
	26,977
	

	Cash at bank and in hand
	
	
	1,687
	
	2,135
	

	
	
	
	31,819
	
	33,836
	

	
	
	
	
	
	
	

	Creditors:
	
	
	
	
	
	

	Amounts falling due within one year
	14
	
	(13,140)
	
	(11,865)
	

	
	
	
	
	
	
	

	Net current assets
	
	
	18,679
	
	21,971
	

	
	
	
	
	
	
	

	Total Assets less current liabilities
	
	
	144,846
	
	155,160
	

	
	
	
	
	
	
	

	Creditors:
	
	
	
	
	
	

	Amounts falling due after more than one year
	15
	
	(8,760)
	
	(12,128)
	

	Net Assets
	
	
	136,086
	
	143,032
	

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	The funds of the Charity
	
	
	
	
	
	

	Endowment funds
	18
	
	21,898
	
	20,401
	

	Restricted income funds
	17
	
	71,273
	
	77,419
	

	Unrestricted income funds
	16
	
	42,915
	
	45,212
	

	Total Charity funds
	
	
	136,086
	
	143,032
	


Mr David Walton
                 Mr Andrew Gibbs
Chair of the Council 
                         Connexional Treasurer
 Date 11 April 2011
The Methodist Church in Great Britain

Notes to the consolidated Financial Statements for the year ended 31 August 2010 

Accounting policies

a) Basis of accounting

The consolidated accounts of The Methodist Church in Great Britain have been prepared under the historical cost convention, except for investments which are stated at market value (hotel properties are held at valuation), and are in accordance with applicable accounting standards and the Statement of Recommended Practice 2005 (SORP), Accounting and Reporting by Charities issued in March 2005 and the Charities Act 1993 and 2006.

b)  
Basis of preparation
The following self-accounting entities, for which the Methodist Council is responsible to the Methodist Conference, have been consolidated, based on the view of the Council of the degree of control which it exercises over the entities concerned which is constantly under review.

	Activities managed or administered by the Connexional Team

	Cliff College                                                                           
	(a separately registered charity)

	Cliff College Outreach Limited                                          
	(a separately registered company)

	Cliff (Methodist) Developments Limited                          
	(a separately registered company)

	Methodist International Centre Limited                          
	(a separately registered company)

	Methodist Relief and Development Fund                       
	(a separately registered charity)

	Southlands College                                                              
	(a separately registered charity)

	Southlands College Enterprises Limited                          
	 (a separately registered company)

	T Beckett (Saddler) Limited                                                
	 (a separately registered company)

	Trinity Hall Trust                                                                   
	 (a separately registered charity)

	Wesley Conference Centre Limited                                 
	 (a separately registered company)


c) Basis of consolidation

The consolidation principles applied are based on Financial Reporting Standard (FRS 2) and SORP 2005 Para 381-385 which requires consolidation of all legally-controlled entities, where a majority of voting rights are held in order to show a true and fair view.
All of the above named entities are consolidated on the grounds that the Methodist Conference has the right to exercise dominant influence, and this influence is demonstrated in a number of ways, but mainly through the selection of the trustees on the boards of these entities.
All the entities which are separately registered as charities have been consolidated as subsidiaries on a line by line basis in accordance with FRS2 and SORP 2005. Also included in the consolidation are Cliff College Outreach Limited, Cliff (Methodist) Developments Limited, T Beckett (Saddler) Limited, and Southlands College Enterprises Limited, which are wholly owned trading subsidiaries of four of the entities above.

Accounting Policies (continued)
d) The accounting / reporting structure
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e) Excluded entities - grounds for exclusion under paragraph 383 of SORP 2005

A number of entities have been excluded from the consolidation. These are:

	Local Churches, Circuits and Districts

	Methodist Independent Schools

	Trustees for the Methodist Church Purposes (TMCP)

	The Central Finance Board (CFB)

	Methodist Ministers Housing Society


Whilst these entities might form part of the overall picture of the Methodist Church, the Methodist Council does not control their activities.  

f) Incoming resources

District assessment

The District Assessment is accounted for on a receivable basis.

Voluntary income

Donations, contributions and legacies are accounted for when entitlement has been confirmed, the amount can be measured accurately and receipt is certain. In accordance with this policy, legacies are included when advice has been received from the personal representative of an estate that payment will be made or property transferred and the amount involved can be quantified with reasonable certainty.

Capital levies

Capital levies are due on the disposal of property under Standing Order 970 of the Constitutional Practice and Discipline of the Methodist Church and are accounted for on a receipts basis.

Grants receivable

Grants receivable are included when the relevant conditions for the grant have been met.

Rental income

Rental income is accounted for on a receivable basis. Rental income is included within fundraising trading with the Statement of Activities 

All other incoming resources

All other incoming resources are accounted for on an accruals basis.

g) 
Resources expended

All resources expended are accounted for on an accruals basis. Any ensuing liabilities are recognised as soon as a legal or constructive obligation arises.

Costs of generating funds

Costs of generating funds include the direct costs of fundraising trading, investment management, custody fees and a proportion of shared and indirect support costs.

Charitable activities
Charitable activities: These include the direct costs of the activities. Where such costs relate to more than one functional cost category, they have been apportioned based on the relative size of the direct costs of the relevant service units.

Support costs: Support costs include the central functions and have been allocated to fundraising, charitable activities and governance on a basis of directly attributable costs of these activities.

Governance costs

These are the costs associated with constitutional and statutory requirements and include external audit, legal advice on governance issues, District Chairs, trustees’ expenses and a proportion of shared and indirect support costs.

Grants payable

Grants payable have been accounted for in full to the extent that past events have created a legal and constructive expectation in other parties that the Church will honour commitments, both legal and implied and any attaching conditions are outside our control. All grants are denominated in sterling.

h) 
Funds

Unrestricted funds are funds which are available for use at the discretion of the trustees in furtherance of the general objectives of the Charity.

Designated funds comprise unrestricted funds that have been set aside by the trustees for particular purposes. The aim and use of each designated fund is set out in the notes to the financial statements.

Restricted funds are funds which are to be used in accordance with specific restrictions imposed by donors or which have been raised by the trustees’ particular purposes. The cost of raising and administering such funds are charged against the specific fund. The aim and use of the major restricted funds is set out in the notes to the financial statements.

Endowment funds represent monies received from donors where there is some restriction on the use of the initial capital.

Investment income is allocated to the appropriate fund in the case of restricted funds and in accordance with case of restricted funds and in accordance with the terms of the endowment in the case of endowment funds.
i)
Gains/(losses) on investments

Realised and unrealised gains and losses on investments are dealt with in the Consolidated Statement of Financial Activities in the year in which they arise. 

j)
Pension costs

The Church’s defined benefit pension schemes are treated for accounting purposes as though they are defined contribution schemes on the grounds that both are multi-employer schemes and that the Church is unable to identify its share of the underlying assets and liabilities in the schemes on a consistent and reasonable basis. For defined contribution schemes the amount charged to the Statement of Financial Activities in respect of pension costs and other post retirement benefits is the contributions payable in the year.

k)  
Tangible fixed assets

Properties are stated at cost. The Trustees therefore consider that the lives of the properties are so long and their residual values so high based on prices prevailing at the time of acquisition that the annual depreciation charge and accumulated depreciation is not material. Accordingly, no depreciation is provided on freehold properties used for charitable activities. Any material impairment in the value of such properties, following an annual review, would be chargeable to the Consolidated Statement of Financial Activities. Hotel properties are held at valuation.  

In line with FRS 15 requirements, the managing trustees of the various entities have reassessed the market value of their existing land and buildings and are of the opinion that it significantly exceeds the book value of the assets.

Assets having an initial cost of £1,000 or less are written off on acquisition. Furniture &fittings, computer equipment, computer software and motor vehicles having an initial cost greater than £1,000 are stated at cost less depreciation. Furniture & Fittings and Motor Vehicles depreciation is provided at the rate of 20% per annum on a straight line basis, whilst Computer Equipment and software are depreciated at the rate of 33 1/3% per annum.

l)
Investments

Investment properties are revalued periodically by Cluttons, a firm of Chartered Surveyors, and in between by the trustees. The last professional valuation was as at 31 August 2008.

The market value of quoted securities is based on the middle market quotation on the relevant Stock Exchange. Investments, which are held in units in the Central Finance Board, are stated at the Board’s published valuations. Investments in William Leech (Investments) Ltd are stated at the underlying value of the net assets based on the company’s audited Balance Sheet at 31 March 2010, updated by the value of any share acquisitions (at cost) up to 31 August 2010.

m) 
Stocks

Stocks are valued at the lower of cost and net realisable value after making due allowance for obsolete or slow moving items.

n) 
Operating Leases

Annual rentals are charged to the Statement of Financial Activities on a straight line basis over the lease term.
o)
 Foreign Currencies

Monetary assets and liabilities denominated in foreign currencies are translated at the rate of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction. All differences are taken to the Statement of Financial Activities.

p) 
Irrecoverable VAT
Irrecoverable VAT has been charged to the expenditure to which it relates to on the Statement of Financial Activities.
Independent auditor’s report
We have audited the financial statements of The Methodist Church in Great Britain for the year ended 31 August 2010.

This is the first year of registration with the Charity Commission consequently the corresponding figures which have been included as pro-forma comparatives are unaudited.

This report is made solely to the charity’s trustees as a body, in accordance with the Charities Act 1993.  Our audit work has been undertaken so that we might state to the charity’s trustees those matters we are required to state to them in an auditor’s report and for no other purpose.  To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the charity and the charity’s trustees as a body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of trustees and auditors
The trustees’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Trustees’ Responsibilities.
We have been appointed as auditors under section 43 of the Charities Act 1993 and report in accordance with regulations made under section 44 of that Act. Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory requirements and International Standards on Auditing (UK and Ireland).
We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared in accordance with the Charities Act 1993. We also report to you if, in our opinion, the information given in the Trustees’ Annual Report is not consistent with those financial statements, if the charity has not kept sufficient accounting records, if the charity’s financial statements are not in agreement with these accounting records, or if we have not received all the information and explanations we require for our audit.

We read the Trustees’ Annual Report and consider the implications for our report if we become aware of any apparent misstatements within it.

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also includes an assessment of the significant estimates and judgments made by the trustees in the preparation of the financial statements, and of whether the accounting policies are appropriate to the group’s and charity's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial statements.

Opinion

In our opinion 

-
the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted Accounting Practice, of the state of affairs of the group and charity as at 31 August 2010 and of their incoming resources and application of resources for the year then ended; and 

-
the financial statements have been prepared in accordance with the Charities Act 1993.
BAKER TILLY UK AUDIT LLP
Statutory Auditor
Chartered Accountants 
Hartwell House 
55 – 61 Victoria Street 
Bristol
BS1 6AD
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