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Pensions Auto Enrolment for Methodist Ministers and lay employees
Basic Information
	Contact Name and Details
	Karen L’Esperance – Pensions Manager

lesperancek@methodistchurch.org.uk

	Status of Paper
	Final

	Action Required
	Decision

	Draft Resolutions
	6/1.
The Methodist Council recommends to the Conference that
a) MMPS is used as the qualifying scheme for the purposes of auto enrolment for 
ministers;

b) eligibility of MMPS is extended to those ministers who are recognised & 




regarded or authorised to serve and in receipt of stipend from 1 September 




2012.

6/2.
The Methodist Council agrees that PASLEMC is used as the default scheme for all 
Methodist Council employees.

6/3.

The Methodist Council recommends to the Conference that 


a) 
local Methodist employing bodies continue to be responsible for pension 



provision for their lay employees, but now satisfying auto enrolment legislation 


and; 


b) 
the Pensions Trust should no longer be named as the preferred supplier of such 


schemes.

	Alternative Options to Consider, if Any
	None as paper based on Strategy & Resources Committee (SRC) recommendations.


Summary of Content

	Subject and Aims


	To consider the recommendations of the SRC on the options available to ensure compliance with the introduction of auto enrolment.

	Main Points


	· Desire to stay administratively simple

· Argument for using MMPS for all Ministers

· Argument for using PASLEMC for all lay Council employees

· Consideration for other Methodist employing bodies 

	Background Context and Relevant Documents
	Auto enrolment is a fundamental legislative change which is being introduced to employers in the UK from various staging dates commencing in 2012. All Methodist employers will be responsible for enrolling all eligible jobholders into a pension scheme from their staging date.  The employee must elect to opt out if they do not wish to remain a member.  This process will need to be repeated every 3 years.

	Consultations
	Proposals initially flagged to Council in October 2011 and discussed with SRC.


Summary of Impact 

	Financial
	The maximum additional cost is estimated at £500kpa. 

	Personnel


	Changes will affect all jobholders which will require changes to current administration and communication processes.

	Legal including impact on other jurisdictions
	To comply with UK legislative changes. Those in the Channel Islands, IOM, or otherwise overseas would not be in scope. 

	Wider Connexional


	Guidance to employing bodies and staff, not currently participating in PASLEMC/MMPS, to satisfy the legislation


Pensions Auto-Enrolment for Methodist Ministers and lay employees
(There are references made in this paper to employees and employers.  Please note that this is as defined by pensions legislation and will include both lay and ordained workers. Although they are referred to here as employees this does not change the fact that Methodist Ministers are not legally employees.)
Background 

1. The Pensions Act 2008 introduced the basic provisions and framework for each employer to have to make arrangements for most of its employees to automatically 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. 

2. The SRC considered paper SRC/11/28 at its meeting on 21 September 2011, confirmed its views at its December meeting and this paper reflects its advice.  The Methodist Council received a presentation in October detailing the legislation in preparation for this paper.  

3. 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 currently 1 September 2013* when employees paid centrally through PAYE (i.e. all Methodist Council employees and all those employed by other bodies whose payroll is performed by the Central Payroll Bureau) will reach the staging date as will ministers whose stipends are paid centrally. 
[*The Government’s Autumn statement confirmed that auto enrolment would be deferred for smaller employers.  At present the MCB staging date will move to an unspecified date to smooth auto enrolment transition.  Further clarification is expected in January.  An update may be available at the Methodist Council.]
4. In considering auto-enrolment, the SRC agreed that it would be prudent to keep the options as simple as possible by maximising the use of the existing pension arrangements for lay employees and ministers.
5. Those not ordinarily resident in the United Kingdom (i.e. those in the Channel Islands or IOM) would not be in scope for auto enrolment. Northern Ireland is within scope.  However, it is recommended that to ensure simplicity that all Ministers are automatically enrolled within the Scheme irrespective of their station. Those stationed overseas, e.g 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.
Ministers
It is proposed that the Methodist Ministers Pension Scheme (MMPS) should be the qualifying scheme for auto-enrolment.  
6. 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 under SO 733A. 
7. All who are recognised and regarded as though they were in full connexion with the Conference are paid a standard stipend (or portion of it if part-time) so it is proposed that MMPS should be extended to these ministers from 1 September 2012 in advance of them automatically being enrolled into the MMPS from the staging date.
8. It is also proposed 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.
9. Associate ministers 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 from the Methodist Church, but for those that receive income from the Church in excess of the auto enrolment trigger amount, it is proposed that the circuit that has applied for them to become associate ministers 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 denomination, they should be fully aware of the possible ongoing liabilities, especially upon the minister subsequently leaving MCB, before they enter into such an arrangement.
10. There are some Ministers in the above categories that receive no income from the Methodist Church directly, but do receive income from their own denomination (sometimes based on a payment by the MCB to that denomination). In all such cases, the Minister’s own denomination will be liable for pension’s provision and not the MCB. The Minister's own denomination 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 work with the Methodist Church. These ministers would effectively be treated as seconded to MCB. It would however be appropriate for the Circuit to obtain assurances at outset from the home denomination that there would be no substantial ongoing pension liabilities upon leaving.
11. 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 ‘employer’ 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 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 stipend was to be paid and if so that a pension scheme was identified.
SRC recommends that the Council recommends to the Conference that:

a) MMPS is used as the qualifying scheme for the purposes of auto enrolment for ministers;
b) Eligibility of MMPS is extended to those ministers who are recognised & regarded or authorised to serve in receipt of stipend from 1 September 2012.

Lay Employees of the Methodist Council

12. Pension and Assurance Scheme for Lay Employees of the Methodist Church (PASLEMC) is currently available to Lay Employees of participating Employers in the Scheme, including the Council.  The cost of this Scheme is currently 8% for employees and 25.775% for the Employer.  The latter contribution includes 1.675% for the Income Protection benefit and 4.5% representing the deficit contribution arising from the valuation in September 2008. 
13. Entry to the Scheme is currently subject to the employee completing an application to join; however, membership will become automatic as a result of auto enrolment. Members will have an option to opt out if they wish.   

14. There are currently 209 Methodist Council lay employees of which 131 are contributing members to PASLEMC.  The latest monthly Council contribution to PASLEMC for the staff payroll is £78k (November 2011).  Assuming an average salary of £30k (and pensionable pay of £25k), if the remaining Council employees were all to join PASLEMC the increase in employer contribution would be £42k per month, i.e. an extra £504k per annum.   

15. However these maximum costs assume that the current 78 Methodist Council lay employees who are not current members of the Scheme all join after auto enrolment.  It is expected that some of these, but not all, will choose not to continue within the Scheme after auto enrolment for the same reasons as they currently choose not to join it.  Hence the actual extra cost is likely to be much less than £500kpa. 

16. The SRC recommends to the Methodist Council that PASLEMC be used as the default scheme for auto enrolment purposes for all Methodist Council employees. 
Lay Employees of local Methodist bodies
17. The 1999 Conference Resolution 24/4 requires 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 dictates that this requirement shall 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 one operated by the Pensions Trust.
18. 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.

19. 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 with the Pensions Trust.  There are alternative multi-employer arrangements known as Master Trusts which may provide more suitable arrangements. 
20. The section of the Lay Employment Advisory Pack concerning pensions will be re-written to reflect the requirements of auto enrolment legislation. It is recommended that the current status of the Pensions Trust as a preferred supplier be changed and that the Council and Conference instead instruct the Connexional Team to highlight that there is a range of potential providers available. It will stress that local managing trustees should ensure that they obtain appropriate professional advice when evaluating pension providers.
21. The SRC recommends to the Council that local Methodist employing bodies continue to be responsible for pension provision for their lay employees, but now satisfying auto enrolment legislation. It is recommends that the Pensions Trust should no longer be named as the preferred supplier of such schemes.
***RESOLUTIONS
6/1.
The Methodist Council recommends to the Conference that

a) MMPS is used as the qualifying scheme for the purposes of auto enrolment for ministers;
b) eligibility of MMPS is extended to those ministers who are recognised & regarded or authorised to serve and in receipt of stipend from 1 September 2012.

6/2.

The Methodist Council agrees that PASLEMC is used as the default scheme for all Methodist Council employees.
6/3.
The Methodist Council recommends to the Conference that 
a) 
local Methodist employing bodies continue to be responsible for pension provision for 
their lay employees, but now satisfying auto enrolment legislation and; 
b) 
the Pensions Trust should no longer be named as the preferred supplier of such 
schemes.

