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Basic Information

	Contact Name and Details
	Karen L’Esperance – Pensions Manager
lesperancek@methodistchurch.org.uk

	Status of Paper
	Final

	Action Required
	Decision

	Draft Resolutions
	33/1.
The Council receives the report and notes the shortlist of pension 
providers recommended by the actuaries to satisfy the 
requirement of auto-enrolment for locally employed Lay 
Employees.   The Council further notes that in the evolving 
marketplace, Districts and Circuits should be made aware of the 
shortlist but are advised to seek independent financial advice 
before entering into any pension providing scheme.

	Alternative Options to Consider, if Any
	None.


Summary of Content

	Subject and Aims


	To consider alternative providers which could be used by local lay employing bodies should the Pensions Trust no longer be named as the preferred supplier.


	Main Points


	The review of the various providers has been conducted by the actuaries, BWCI, and their recommendations are included within this paper. The paper details a shortlist of pension providers as an alternative to the Pensions Trust that would be suitable for use by the circuits and which would also meet the auto-enrolment requirements.  The paper compares these against the current named provider the Pension Trust. 

A copy of the full BWCI report is available from the Pensions Manager.

	Background Context and Relevant Documents
	The January meeting of the Methodist Council agreed that local employing bodies should make their own arrangements but felt that Circuits should be given some guidance on alternative providers; should the Pensions Trust no longer be named as the preferred supplier.


Summary of Impact 

	Personnel


	Local Employing bodies will need to be aware of their responsibilities for auto enrolment and the options available.  The local lay employment pack should be updated accordingly.


	Wider Connexional
	All local employers will potentially be affected.



Auto Enrolment – Local Lay employees

1. The SRC considered paper SRC/11/35 at its meeting on 8 December 2011 and recommended to the Methodist Council that local Methodist employing bodies continue to be responsible for pension provision for their lay employees, but now satisfying auto enrolment legislation and recommended that the Pensions Trust will no longer be named as the preferred supplier of such schemes.

2. The January meeting of the Methodist Council agreed that local employing bodies should make their own arrangements but felt that Circuits should be given some guidance on alternative providers; should the Pensions Trust no longer be named as the preferred supplier.

3. For lay employees who are not eligible to join PASLEMC and who are subject to SO 438 (3) (ii A), it is normally assumed that the money purchase scheme nominated is The Pensions Trust.  

4. The Pensions Trust is a non-profit-making organisation managed by a corporate trustee and the assets are managed by independent investment managers.  The Pensions Trust is a master trust arrangement that provides:

· full corporate trustee and governance service

· full administration service

· scheme accounting.
5. There are alternative multi-employer arrangements known as Master Trusts which the Methodist Council may decide to recommend to the Conference as alternatives to the Pensions Trust. 

6. Such arrangements are a special class of trust-based scheme that may be set up by a group of employers or a pension provider and are known as a master trust arrangement.  A master trust is a multi-employer occupational pension scheme where each employer has its own, effectively ring fenced, scheme within the master trust arrangement.  However only one set of trustees is required for the whole of the master trust.

7. Circuits could also choose to nominate contract-based schemes typically provided by insurance companies.  Contract-based schemes are an individual contract between the insurer and the employee.  Group Personal Pension plans ("GPPs") and group stakeholder pension schemes are examples of contract-based schemes (although theoretically a group stakeholder pension scheme can be set up under trust).  

8. Unlike a master trust arrangement, a contract-based scheme does not have a formal governance committee and the employer has no role in the ongoing administration of the contract.  However the Pensions Regulator believes that employers do have an ongoing role in monitoring the governance aspects of a contract-based scheme and has suggested setting up employer-led management committees to look after members' interests.  

9. An auto-enrolment scheme can either be a trust-based or contract-based arrangement.  The main difference between the two alternatives relates to the lack of any governance committee for contract-based schemes.  In view of the relatively small number of lay employees in each circuit it is expected that a master trust arrangement would be most suitable as this would provide a cost effective governance structure.

Pension scheme options

10. The UK Government has set up the National Employment Savings Trust (NEST) to ensure that all employers can access pension saving and comply with their auto-enrolment duties. 

11. Alternatively employers are free to choose a pension provider that suits their needs and their workforce profile.  However any alternative pension scheme will need to meet certain specified criteria if it is to be used as an auto-enrolment scheme and avoid employees having to also be enrolled into NEST. 

12. An auto-enrolment scheme is a pension scheme that:
· does not impose barriers to joining such as probationary periods or age limits for members;
· does not require staff to make an active choice to join or take any other action e.g. sign a form or provide additional information;
· is a qualifying pension scheme;
· is an occupational pension scheme or a personal pension scheme;
· satisfies certain minimum requirements.
13. A review of the various providers has been conducted by the actuaries, BWCI, and their recommendations are detailed below.  A variety of providers were considered but BWCI have proposed the following shortlist for further consideration:

· NEST

· Pensions Trust - Flexible Retirement Plan

· Xafinity National Pension Trust


Although Scottish Widows did not score highly it was the only provider with scheme and member numbers similar to those of Pensions Trust: substantially higher than those of the other providers.  For this reason the Methodist Council may wish to consider this provider further.

Pensions Trust


A new product was to be set up for auto-enrolment.  As this was not currently available BWCI have reported on the Flexible Retirement Plan.  Pensions Trust indicated that a transfer could be made from the Flexible Retirement Plan to the new product when it was introduced. 

14. A summary of their results is reflected below:

	
	Structure
	Inception date
	Assets £m
	No of schemes
	No of members 

	NEST
	Master trust
	2012
	n/a*
	n/a*
	n/a*

	Pensions Trust
	Master trust
	1946
	4,600
	4,300
	150,000

	Scottish Widows
	Contract
	2001
	n/a
	2,000**
	100,000**

	Xafinity
	Master trust
	2009
	40
	6***
	5,000-6,000


* but is the default option for auto-enrolment so may become the largest provider in the UK

** Group Personal Pensions and Group Stakeholder Pensions combined had 40,000 Defined Contribution (DC) schemes and just under 2 million members. It was estimated that approximately 95% of the business was in the Group Personal Pension product.

*** Xafinity indicated that 11 schemes confirmed to sign up in the next few months.  In addition its own scheme will add a further 3,300 members.

For provision of an auto-enrolment scheme for the circuits it is preferable that the product is tried and tested with a substantial client base.  

	
	NEST
	Pensions Trust
	Scottish Widows
	Xafinity

	Appointed Trustee
	NEST Corporation
	Verity Trustees Limited
	No.

Local Governance Committee will be required
	Bridge Trustees Limited

	Default Fund


	Target retirement date fund
	Lifestyle option
	Balanced approach
	Balanced lifestyle strategy

	Lifestyle Option
	Yes.  "Glide path" used for default funds
	Yes
	No
	Cautious lifestyle

Balanced lifestyle

Adventurous lifestyle

Global Equity lifestyle

	Ethical Option
	NEST Ethical Fund
	Diversified Ethical Fund

Socially Responsible Investment Fund
	Ethical Fund
	Ethical Fund

	Contribution limits


	Up to £4,400 pa**
	Minimum 1% from employer. No employee limit*
	Minimum £20pm, no other limit*
	No limit

	Transfers In permitted
	No
	Yes
	Yes
	Yes

	Transferrable between Employers
	Yes
	No
	No
	No

	Annual management charges (fund charges)
	0.30%
	0.60%

(0.90% for property)
	1.00%
	0.30% to 1.0%***

	Default fund annual charge
	0.30%
	0.60%
	≤1.00%
	Depends on number of members (0.3% to 1%)

	Other charges
	Contribution charge of 1.8% until set up costs of scheme have been recovered.
	None
	None
	Initial charge if scheme branding required

	Employer charges
	None
	£240 per annum
	None
	None


* Subject to lifetime allowance, annual allowance and the auto-enrolment contribution limits

** This is the annual contribution limit for the 2012/13 tax year.  The figure will be adjusted annually in line with average earnings.

*** Can be subsidised by the employer.

15. The results can be summarised in the table below:

	
	Governance
	Funds
	Flexibility
	Fees
	Admin
	Total

	
	
	range
	default
	lifestyle
	ethical
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RESOLUTION:
33/1.
The Council receives the report and notes the shortlist of pension providers recommended by the actuaries to satisfy the requirement of auto-enrolment for locally employed Lay Employees.  The Council further notes that in the evolving marketplace, Districts and Circuits should be made aware of the shortlist but are advised to seek independent financial advice before entering into any pension providing scheme.
