31.
Methodist Ministers Pension Scheme

Basic Information

	Title
	Methodist Ministers Pension Scheme (MMPS) 

	Contact Name and Details
	Karen L’Esperance – Pensions Manager

lesperancek@methodistchurch.org.uk

	Status of Paper
	Final

	Resolutions
	See resolutions at the end of the report.

	Alternative Options to Consider, if Any
	None


Summary of Content

	Subject and Aims


	To report the results of the triennial valuation for MMPS and make recommendations for the recovery plan and the ongoing funding of the Scheme. 

To reappoint and appoint  the Trustee Directors of Methodist Ministers Pension Scheme. 

To amend the Life Assurance cover for active members who continue to contribute after age 65.

To satisfy the Church’s requirement for auto-enrolment by agreeing that MMPS should be the nominated Scheme and that membership should be extended to those who are Recognised and Regarded under SO732 and those who are Authorised to Serve under SO733 and in receipt of a stipend.

To clarify that individual Circuits would be responsible for the auto-enrolment liability for Associate Ministers under 733A, alongside locally employed Lay Employees.

Rule changes to MMPS.  

	Main Points


	The valuation results show that the deficit in MMPS has increased to £58.4m.  It is proposed that Church contributions should increase by 2%, staged with a 1% increase from September 2012 and a further 1% from September 2013.

The Methodist Council proposes that the Conference consult with members during 2012/13 with regard to linking the normal retirement date to State Retirement Age and an increase in member contributions.

Auto enrolment is a fundamental legislative change which is being introduced in the UK from various staging dates commencing in 2012.  The staging date for the stipend payroll is confirmed as 1 September 2013.  For locally employed lay employees the staging dates are likely to be later (the DWP are currently in consultation on this). Each employing body within the Church will be responsible for enrolling all those eligible into a pension scheme from the staging date.  The presbyter/deacon/lay employee must elect to opt out if they do not wish to remain a member.  This process will need to be repeated every three years.

	Consultations
	The Methodist Council


Methodist Ministers Pension Scheme (MMPS)
Actuarial Valuation

1. A valuation of the Scheme was carried out as at 1 September 2011 based on the actuarial basis agreed between the Trustee and the Methodist Council outlined in the Statement of Funding Principles. Copies of the final report are available from the Secretary of the Methodist Ministers’ Pension Trust Limited.

2. As part of their considerations, the Trustee must have regard to the strength of the covenant of the Methodist Church.   The Trustee had extensive discussions with the Connexional Treasurer and a comprehensive review of the covenant of the Methodist Church has been provided.

3. The assets of the Scheme had a market value of £297,530,347 as at 31 August 2011.  On the valuation basis the Scheme was 83.6% funded as at 1 September 2011.

4. The results of the actuarial valuation have revealed an increase in both the shortfall and an increase in the cost of purchasing future service benefits in the Scheme compared to the previous valuation in 2008.
5. The value of the assets held by the Scheme at the valuation date, compared to the value of the liabilities of the Scheme at that date shows a shortfall of £58.4m.
6. The valuation carried out as at 1 September 2008 revealed a shortfall of £38.9m.  The position has deteriorated over the intervaluation period by £19.5m due to the following:

7. Poor investment returns and changes in yield have increased the liabilities of the fund, and although various other conditions have partly offset this, the overall result is an increased deficit as at 1 September 2011 over the long term.

8. The discount rate is one of the key assumptions and reflects the returns that are expected upon the Schemes investments.  This is measured on the expected return over and above that which would be received from an investment in gilts.  The Scheme holds a 60% investment in equities, which are generally considered to produce a greater return than gilts. 

9. The assumption to the pre retirement discount rate for the 2008 valuation was gilts plus 2.5%.  Although this was previously accepted by the Pensions Regulator, he commented that the Trustee should consider whether it was appropriate to allow such a high credit for return seeking assets (equities). As a result this assumption has been amended in 2011 to gilts plus 2%, which is more in line with the assumption that the Pensions Regulator would expect. 

10. The Trustee has understood that the Methodist Church has reviewed the basis upon which future increases to stipends will be applied and will be using the Consumer Price index (CPI), rather than the Retail Price Index (RPI) as a base. The Trustee has changed this assumption as a result.

11. In addition, as there was a period of deflation in the intervaluation period from 2008 to 2011, actual increases to stipends were at a lower rate than expected with the result having a positive effect on the fund. This also had an effect on the Pension and deferred pension increases.

12. The table below summarises the changes.  The bars to the left indicate the increase in the liabilities (ie a worsening of the position) and those to the right show areas of improvement in the funding of the Scheme.
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13. The contribution rate required to pay the benefits expected to accrue to members in future, based upon the current benefit structure, has increased as follows:-

	
	2011
	2008

	Future service contribution rate (% pensionable earnings)
	22.6%
	20.6%


This is primarily due to the worsening of the gilt yields and also increased longevity resulting in the pension, on average, being paid for a longer period of time.  The effect of these changes means that it is now more expensive to purchase pension benefits.

Recovery plan

14. At the previous valuation, a shortfall of £38.9m was revealed.  The current additional contributions being paid to eliminate this shortfall amount to 14.0% of standard stipend over the average working life of members as at 1 September 2008. This contribution is therefore being paid over a period of 10 years 10 months from 1 September 2009 (ie until 30 June 2020).

15. The view of the Pensions Regulator is that trustees should not normally agree to re-spread a shortfall at subsequent valuations where a recovery plan is already in place and requires revision.  This is because repeated re-spreading would result in the shortfall never being eliminated.

16. The Pensions Regulator has stated that where a shortfall is more than the value of outstanding future additional contributions under the recovery plan, the current rate of contributions should continue and the additional shortfall may be eliminated over an agreed period which must be recorded in the statement of funding principles.
Future contributions
17. If the contributions of 14% of stipends continue to be paid until 30 June 2020 to eliminate the shortfall revealed at the 2008 actuarial valuation and the remaining additional shortfall is spread over the working life of existing members, then additional contributions of 8.1% of stipends would be required from 1 September 2012 until 31 January 2022.  The pattern of contributions payable by the Circuits or other responsible bodies (including the future service rate) would then be as follows:

	
	% stipend

	1 September 2012 – 30 June 2020
	35.7%

	1 July 2020 – 31 January 2022
	21.7%

	1 February 2022
	13.6%


This would be the preferred option of the Pensions Regulator, however, he would accept that payment of contributions on this basis is subject to affordability by the Church.

Future contributions – Options

Additional investment return considered within the recovery plan

18. The scheme actuary has advised that there are circumstances in which more generous assumptions can be made about future investment returns on the additional contribution required by the recovery plan and the Methodist Council proposes taking advantage of these.
Inclusion of Pension Reserve Fund

19. Following the 2008 actuarial valuation a Pension Reserve Fund (PRF) was established under Standing Order (SO) 974(1)(iA) which receives a proportion of the proceeds from the sale of Church property. The purpose of this Fund was that it could be used to meet any future funding deficits for either MMPS or PASLEMC.

20. The current proportion of net income allocated to the PRF from the Connexional Priority Fund is 45%.

21. The PRF is held by the Methodist Council in respect of the liabilities of MMPS and PASLEMC and held in a separate ring fenced account with the Central Finance Board. As at 31 December 2011 the value of assets within the PRF was £6.7m.

22. There are no restrictions regarding the circumstances under which the PRF could be used, subject to agreement by the Conference. The expectation is that, as part of the valuation process undertaken every three years, use of the PRF would be considered as one of the options in the event of a deficit. In considering its use the Council has recognised the need for it to continue to back both schemes and also the need to maintain its presence as an ongoing indication of the ‘employer covenant’.
Future contributions – Suggested basis

23. The  Methodist Council recommends that:

· The recovery plan contributions are calculated with allowance for additional investment return within the recovery plan as outlined in paragraph 18
· The current 14% of stipend shortfall contribution is maintained
· Fixed contributions of £1m per annum are received from the PRF during the length of the recovery plan, commencing in September 2012 
· Future service contributions increase by 2% to 22.6% stipend

	
	2008 valuation % stipend
	2011 valuation % stipend

	
	
	

	Shortfall contributions 
	14.0%
	14.0%

	Future service contribution rate  
	20.6%
	22.6%

	Member contribution rate  
	(9.0)%
	(9.0)%

	Total church rate required  in addition to £1m pa from PRF
	25.6%
	27.6%

	Shortfall eliminated by
	30 June 2020
	30 November 2020


24. The Trustee has agreed that the increase in contributions could be staged with a 1% increase in Church contributions from 1 September 2012 and a further 1% increase from 1 September 2013.

25. If this were adopted the recovery plan length would be extended by one month and the shortfall would be eliminated by 31 December 2020.

26. The Methodist Council recommends that the increase in Church contributions is staged.
27. The Methodist Council recommends that the Conference agree the Schedule of Contributions and the Recovery Plan which are attached and authorise these to be signed on its behalf.

Additional considerations

28. The Methodist Council recommends that the further increase in contributions effective from 1 September 2013 be divided equally between Church (0.5%) and the Member (0.5%) (following a change to link the normal retiring age under the Scheme to State Pension Age (SPA)). 
29. Any change to members’ benefits or contribution levels would be subject to the statutory 60 day consultation period and therefore any changes would need to be agreed at the 2013 Conference once any responses had been received and considered.

30. The 2010 Conference considered the option of linking the Normal Pension Date (NPD), currently 65 under MMPS, to the State Pension Age (SPA) and agreed in principle that the NPD should be linked in future to the male state retirement age. It requested the Trustees of MMPS monitor the position as respects the state retirement age so that proposals for responding to changes could be brought to a future Conference at the appropriate time. The government has now provided further clarity on the change to the male SPA and the Methodist Council suggests that such changes should be considered by the Conference in 2013.
31. Any change to members’ 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. 

32. Current legislation details that SPA will increase to age 66 by October 2020, age 67 by April 2036 and to age 68 by April 2046.

33. However, in line with the announcement made by the government in the 2011 Autumn Statement it is expected that legislation will be changed to bring forward the change to age 67 to April 2028. It is likely that the move to age 68 will also be brought forward, but no proposals have yet been announced.

34. 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 if NPD is moved in line with SPA.  

35. This saving could increase to 0.6% of standard stipend if the Government’s revised proposals go ahead.

36. Subject to the agreement of the Conference, accurate figures will be produced.  The balance of the additional contributions required to fund the additional 1%, or such lower rate as is required, would be split equally between the Member and the Church.  

Increase in Pensions in Payment 

37. 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.

38. The increase in the RPI in the year to 1 January 2012 is 3.9%. 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.  
39. The pre 1 September 2006 pensions will increase by 3.9% and the post 1 September 2006 pensions by 2.5%. This will be applied from 1 September 2012 to pensions in payment which commenced on or before 31 August 2012 and to ill health pensions which commenced on or before 1 September 2011.  
Directors of Methodist Ministers Pension Trust Limited
40. On the recommendation of the Methodist Council, Mr Keith Woodley, Mr Ronald Calver and Mr Robin Harris retiring directors of Methodist Ministers Pension Trust Limited are nominated for re-appointment.  

41. The Revd Andrew Walker has been elected as director of Methodist Ministers’ Pension Trust Limited by the active members of the Scheme to take office on 1 September 2012 in place of the Revd David Hulme. The Trustees would like to extend their thanks to David for the way that he has served the Scheme over the last nine years.
42. Mrs Ruth Edmundson has been re-elected as director of Methodist Ministers’ Pension Trust Limited by the pensioner members of the Scheme and will be re-appointed to the Board from 1 September 2012.

43. The full list of directors of Methodist Ministers’ Pension Trust will be:

The Revd Stuart Bell, Mr Ronald Calver, Mr Graham Danbury, Mrs Ruth Edmundson, the Revd Michael Giles, Mr Robin Harris, the Revd Andrew Walker, Mr Colin Pearson and Mr Keith Woodley (Chair).

MMPS - Life Assurance after age 65

44. As a result of the removal of the default retirement age (DRA), the Government provided an exemption for insured life assurance benefits.  

45. This exemption allowed such benefits to be withdrawn initially at age 65 and above, with this age increasing in line with the State Pension Age (SPA).  

46. However, as life assurance for members of MMPS is provided by the Scheme and not externally insured, confirmation was required as to whether MMPS would be able to benefit from the exemption. 

47. Legal advice was obtained to confirm that the exemption only applies to those who provide the life insurance through a third-party, or where the organisation is in the business of providing such services.

48. As MMPS self insures the lump sum death benefit, it is not able to take advantage of the Governments exemption and a lump sum death benefit of three times standard stipend must be provided to all active contributing members regardless of age.

49. The lump sum death benefits payable upon death of an active contributing member of the Scheme is different for a member over the age of 65. In such cases, it is assumed that the Member started to receive their pension the day before they died and a lump sum payment equal to the tax free cash sum plus a balance of five years pension instalments is paid as opposed to 3 times standard stipend paid upon the death of a member under the age of 65.

50. This may result in a lower benefit being paid upon death for some ministers over the age of 65 than if the benefit were calculated under the current rules.

51. Legal advice has been obtained confirming that it is possible to change the Rules so that a minister who works  after Normal Pension Date (NPD) remains entitled only to three times standard stipend on death in service.

52. It has been confirmed that this option would not be discriminatory under the Equality Act and would satisfy the requirements of MMPS to comply with the default retirement regulations.  

53. The Trustee therefore passed a resolution to effect this change.

Auto Enrolment – Ministers, Deacons and Probationers
54. The Pensions Act 2008 introduced the basic provisions and framework for each employer to have to make arrangements for most of its employees automatically to join a pension scheme that satisfies certain minimum requirements and to make contributions on behalf of those who choose to remain members of the scheme. 

55. Although the legislation refers to employees and employers, the provisions do extend to ministers, deacons and probationers although they are not legally employees.

56. The legislation prescribes that auto enrolment applies for those who are between aged 22 and state pension age and receives an income at or above the personal income tax threshold of £8,105 per annum in 2012/13 terms.  Those between the ages of 16 and 75, in receipt of an income in excess of £5,564 (2012/13 terms), may also opt in.
57. The legislation sets out on a month by month basis the dates by which employers must comply with the new duties, known as “Staging Dates”. The key date for the Methodist Church (MCB) is 1 September 2013 when ministers whose stipends are paid centrally will reach their staging date. 
58. In considering auto-enrolment, the Methodist Council agreed that it would be prudent to keep the options as simple as possible by maximising the use of the existing pension arrangements.
59. Those not ordinarily resident in the United Kingdom (ie those in the Channel Islands or IOM) would not be in scope for auto enrolment. However, it is recommended that, to ensure simplicity, all ministers are automatically enrolled within the Scheme irrespective of their station. Those stationed overseas eg Eire, Gibraltar or Hong Kong would be out of scope for auto enrolment, although it is possible for membership of the Methodist Ministers Pension Scheme (MMPS) to be maintained.

60. The Methodist Council recommends that the Methodist Ministers Pension Scheme (MMPS) should be the qualifying scheme for auto-enrolment.  

61. It was noted that MMPS was not currently extended to those persons who are Recognised and Regarded (R&R) under SO 732, Authorised to Serve (AM) under SO 733 or associate ministers or deacons under SO 733A. 

62. Where a minister of another church is recognised and regarded as if he/she were in Full Connexion with the Conference, he/she is paid a standard stipend (or portion of it if part-time).  The Methodist Council recommends that MMPS should be extended to such ministers from 1 September 2012 in advance of them automatically being enrolled into the MMPS from the staging date.
63. The Methodist Council also recommends that MMPS should be extended to those who are Authorised to Serve and in receipt of a stipend from 1 September 2012 and that they should be enrolled into the MMPS automatically from the staging date.

64. Associate ministers and deacons remain accountable to their own Church for much more of their ministry than those who are Authorised to Serve and are therefore not eligible to join the MMPS. The majority of them do not receive a stipend, but for those who receive income from the Church in excess of the auto-enrolment trigger amount, the Methodist Council recommends that the Circuit that has applied for them to become Associate Minister will be responsible for providing access to a pension scheme in the same way that they are responsible for lay employee pension provision. If the Circuit considers continuing contributions to the minister’s home church, they should be fully aware of the possible ongoing liabilities, especially upon the minister subsequently leaving MCB, before they enter into such an arrangement.
65. There are some ministers in the above categories who receive no income from the Methodist Church directly, but do receive income from their own church (sometimes based on a payment by the MCB to that church). In all such cases, the minister’s own church will be liable for pension provision and not the MCB. The minister's own church would need to check with the pension provider, to ensure they are fully aware of the possible ongoing liabilities before entering into such an arrangement, especially upon the minister subsequently leaving the church. These ministers would effectively be treated as seconded to MCB. It would however be prudent for the Circuit to obtain assurances at the outset from the home church that there would be no ongoing pension liabilities upon leaving.
66. One of the impacts of auto enrolment legislation is that the bodies responsible for accepting ministers as R&R, AM or associates will need to demonstrate on behalf of the Conference that appropriate pension arrangements are in place. The nature of the legislation is that the Church must automatically enrol those that qualify; so by definition the Conference would be in breach of this requirement if arrangements were not identified and in place before the minister commenced work; the definition of this being the point at which they are due to receive a standard stipend or other income. It would mean that when Circuits applied for an individual to become an associate minister they would have to state whether or not a standard stipend was to be paid and ensure that a pension scheme was identified.
Auto Enrolment – Locally Employed Lay Employees

67. The 1999 Conference Resolution 24/4 required employing bodies to offer pension provision for all lay employees to whom a new contract of employment is issued under SO 438A on the basis of a contribution of 6% salary by the employing body and 6% by the lay employee.  Where the lay employee is not already a member of a suitable pension scheme, then payment should be made into a suitable money purchase plan. (These are defined contribution, or DC, schemes.)  The Conference directed that this requirement be published to employing bodies as a special term of lay employees under SO 438(3)(ii A).  In general it has been assumed that the money purchase scheme nominated to be used by lay employees is the Pensions Trust.

68. As the total contribution of 12% (6% employing body and 6% lay employee) exceeds the minimum contribution criteria for auto-enrolment, there is no proposal that this level of contribution should be altered.

69. The Department for Work and Pensions (DWP) is currently consulting on the staging dates for small employers of less than 50 employees who are part of a larger group payroll with a view that their staging date will be deferred until 1 April 2016.  If adopted this will affect Circuits with locally employed lay employees.

70. For lay employees who are subject to SO 438(3)(ii A), it is normally assumed that the money purchase scheme nominated is the Pensions Trust.  There are alternative multi-employer arrangements known as Master Trusts which may provide more suitable arrangements. 

71. The section of the Lay Employment Advisory Pack concerning pensions will be re-written to reflect the requirements of auto-enrolment legislation. The Methodist Council recommends that the current status of the Pensions Trust as a preferred supplier be changed and have obtained a report on possible alternative suppliers, including the Pensions Trust which the Circuits may wish to consider.
72. The Methodist Council recommends that local Methodist employing bodies will continue to be responsible for pension provision for their lay employees, but now satisfying auto-enrolment legislation.

Changes to MMPS Rules
73. It has become apparent that the definition of service under the Rules of MMPS has not kept pace with various changes to the Deed of Union.  

74. A change is also required to the eligibility rule to extend membership to those who are Recognised and Regarded under SO 732 and Authorised to Serve and in receipt of a stipend under SO 733 (paragraphs 61 – 63).
75. Changes have also been incorporated to reflect the proposed changes to the Deed of Union.  Should this change not be approved, it is proposed that a 'correcting resolution' will be brought to make the necessary amendments.  

76. The following amendments to the Rules of the Methodist Ministers’ Pension Scheme shall take effect from 1 September 2012 and have been agreed on behalf of the Law and Polity Committee.

77. The proposed changes are as follows:

B1.
ELIGIBILITY

Paragraph (a) which currently states:

(a) Subject as hereinafter provided Ministers, Deacons and Probationers in Service are eligible to join the Scheme.

 shall be deleted and the following paragraph substituted in its place:-

(a)
Subject as hereinafter provided, the following persons are eligible to join the  


Scheme:

(i)
Ministers and Probationers in Service;

(ii)
Persons who are recognised and regarded as a Presbyter or Deacon in full 

              connexion under Standing Order 732;

(iii)
Persons who are authorised to serve as a Presbyter or Deacon under 



Standing Order 733 in an appointment for which a stipend or equivalent is 


to be paid by a Circuit or other body under the governance of the 

                             Conference.

B4.
CONTRIBUTIONS TO THE SCHEME

Paragraph (b) which currently states:

(b) The Conference shall require the payment by the persons responsible for providing the relevant individual’s remuneration of contributions to the Scheme in respect of each Minister, Deacon and Probationer in Service other than any Senior Candidate who is not a Current Member and except as provided in Rule B17(c).  Such contributions shall be paid at the rate of 10 per cent of Stipend or at such other rate as is determined from time to time by the Trustee with the advice of the Actuary to be required to maintain the Scheme and provide the Intended Benefits, and is approved by the Conference.  The Conference shall further require the payment of the total of the Church Contributions and the Members’ Contributions to the Trustee on such dates as the Trustee shall require.

shall be deleted and the following paragraph substituted in its place:-

(b)
The Conference shall require the payment by the persons responsible for providing the relevant individual’s remuneration of contributions to the Scheme in respect of each Minister and Probationer in Service and each person eligible to join the Scheme by virtue of Rule B1(a)(ii) or (iii) except as provided in Rule B17(c).  Such contributions shall be paid at the rate of 10 per cent of Stipend or at such other rate as is determined from time to time by the Trustee with the advice of the Actuary to be required to maintain the Scheme and provide the Intended Benefits, and is approved by the Conference.  The Conference shall further require the payment of the total of the Church Contributions and the Members’ Contributions to the Trustee on such dates as the Trustee shall require.

DEFINITIONS
The following definitions in the Appendix to the Rules shall be amended as set out below:-

 “Circuit” means a circuit as defined in the Deed of Union and Standing Orders

 “Deacon” means a deacon in full connexion as defined in the Deed of Union and Standing Orders other than a deacon who is recognised and regarded as such under Standing Order 732
“Minister” means a minister in full connexion as defined in the Deed of Union and Standing 

Orders other than a minister who is recognised and regarded as a presbyter or deacon under  
Standing Order 732

“Pensionable Service” means in respect of each Member the period of Service as a deaconess prior to 1 September 1981 (subject to a maximum of 32 such years) and the completed period of Service as a Current Member (excluding any period for which contributions under Rule B4(a) have not been paid) the total being taken as the number of complete quarters with any incomplete quarter taken as a complete quarter.”

“Presbyter” means a presbyter in full connexion as defined in the Deed of Union and Standing Orders other than a presbyter who is recognised and regarded as such under Standing Order 732

“Probationer” has the meaning given to it by the Deed of Union and Standing Orders.”

“Service” means:

(1)
service in an appointment in which the person concerned has been appointed by the Conference to serve and for which a stipend or equivalent has been paid; or

(2)
paid service in an appointment in which the person concerned has been permitted by the Conference to serve and in relation to which the stipend or equivalent is paid by a body under the governance of the Conference; or

(3)
paid service with the consent of the Conference in a “sector” or “other” appointment as those expressions were formerly used in the Standing Orders or in any earlier equivalent of such an appointment whether described as service with an “external organisation” or in some other way; or

(4)
in relation to a person eligible to join the Scheme by virtue (ii) or (iii) of Rule B1(a) whose service does not fall within any of paragraphs (1) to (3) above, service which would fall within one of those paragraphs if the person concerned were a Presbyter or Deacon.’

The definition of “Senior Candidate” shall be deleted.

78. The Conference is asked to agree to the change to the MMPS Rules detailed in paragraph 77 above.
***RESOLUTIONS

31/1.
The Conference received the Report.
31/2.
The Conference directed that an additional contribution of £1 million per annum, payable each September and commencing 1 September 2012, be made from the Pension Reserve Fund to Methodist Ministers Pension Scheme for the duration of the recovery period.

31/3.
The Conference approved the Recovery Plan and directed that this be signed on its behalf by Andrew Gibbs and Gareth J Powell.

31/4.
The Conference agreed an increase in Church contributions of 1% to 26.6% effective from  1 September 2012 and a further increase in Church contributions 1% to 27.6% as described in paragraph 24 effective from 1 September 2013. 

31/5.
The Conference approved the Schedule of Contributions and directed that this be signed on its behalf by Andrew Gibbs and Gareth J Powell. 

31/6.
The Conference directed that a consultation take place with members throughout 2012/13 with a view to:
 linking the Normal Pension Date under the Methodist Ministers Pension Scheme to the male State Pension Age;   
 
sharing the balance of the increased cost equally between the Member and the Church as outlined in paragraph 28.

31/7.
The Conference noted the increases to pensions in payment from 1 September 2012 as set out in paragraph 39.

31/8.
The Conference re-appointed Mr Keith Woodley, Mr Ronald Calver and Mr Robin Harris as directors of Methodist Ministers’ Pension Trust Limited.

31/9.
The Conference noted the appointment of the Revd Andrew Walker in place of the Revd David Hulme as member nominated director of Methodist Ministers’ Pension Trust Limited.

31/10.
The Conference noted the re-appointment of Mrs Ruth Edmundson as member nominated director of the Methodist Ministers Pension Trust Limited.

31/11.
The Conference noted the change to Life Assurance cover under Methodist Ministers Pension Scheme for contributing members over the age of 65.

31/12.
The Conference directed that the Methodist Ministers Pension Scheme should be the qualifying scheme for auto-enrolment.

31/13.
The Conference directed that that Methodist Ministers Pension Scheme should be extended to those who are Recognised & Regarded under SO 732 from 1 September 2012.
31/14.
The Conference agreed that that Methodist Ministers Pension Scheme should be extended to those who are Authorised to Serve under SO 733 and in receipt of a stipend, from 1 September 2012.

31/15.
The Conference directed that in the case of Associate Ministers as defined in SO 733A the Circuit in which the minister serves shall be responsible for providing access to a pension scheme and that  Circuits be made aware of their responsibilities as set out in para 64.

31/16.
The Conference directed that local Methodist employing bodies shall continue to be responsible for pension provision for their lay employees, and must satisfy the requirements of auto-enrolment legislation.
31/17.
The Conference agreed to the changes to the Methodist Ministers Pension Scheme  Rules.

METHODIST MINISTERS’ PENSION SCHEME

Recovery Plan

Introduction

The recovery plan agreed by the Trustee on 4 June 2009 has been reviewed and revised by the Trustee to satisfy the requirements of Section 226 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.

This recovery plan follows the actuarial valuation of the Scheme as at 1 September 2011, which revealed a funding shortfall (technical provisions minus value of assets) of £58.4m.

Steps to be taken to ensure that the Statutory Funding Objective is met

To eliminate this funding shortfall, the Trustee and the Conference of the Methodist Church have agreed that additional contributions (ie contributions over and above those needed to cover benefits being earned in the future) will be paid to the Scheme by persons responsible for providing a Current Member’s remuneration of:

14% of Stipends each quarter until the funding shortfall is eliminated.

In addition fixed contributions of £1m per annum will be transferred to the Scheme from the Pension Reserve Fund during each September from September 2012 until the shortfall is eliminated.

Period in which the Statutory Funding Objective should be met

Under this recovery plan, if the assumptions made are borne out in practice the total funding shortfall will be eliminated in 9 years 4 months from 1 September 2011, which is by 31 December 2020.  The assumptions are:

· technical provisions will continue to be calculated according to the method and assumptions set out in the statement of funding principles agreed by the Trustee at their meeting on 1 March 2012, with financial conditions unchanged from those at the valuation effective date;

· Scheme experience will be in line with the assumptions underlying the technical provisions;

· the return on assets over the period of the recovery plan will be 5.6% pa;

· the Scheme will remain open to new members and the shortfall reduction contributions will also be paid in respect of these new members.

Progress towards meeting the Statutory Funding Objective

On the assumptions made, 50% of the above additional contributions will be paid in 5 years 1 month, which is by 30 September 2016.

This recovery plan was agreed by the Trustee at their meeting on 1 March 2012, to be effective from 1 September 2012.

METHODIST MINISTERS’ PENSION SCHEME

Schedule of Contributions for the period 1 July 2012 to 31 December 2020

The schedule of contributions agreed by the Trustee on 4 June 2009 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:

· 20.6% of Stipends, less member contributions, to 31 August 2012

· 21.6% of Stipends, less member contributions, from 1 September 2012 to 31 August 2013

· 22.6% of Stipends, less member contributions, from 1 September 2013

These contributions are to be paid to the Scheme on or before the nineteenth 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 Trustee 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 be transferred to the Scheme from the Pension Reserve Fund during each September from September 2012 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 Member’s 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% 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 nineteenth 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.

Draft





Draft








