MC/12/84
Church Consultation – Proposed changes to the Methodist Ministers Pension Scheme (MMPS)

Basic Information

	Contact Name and Details
	Karen L’Esperance – Pensions Manager

lesperancek@methodistchurch.org.uk

	Status of Paper
	Final

	Action Required
	To note

	Draft Resolutions
	N/A paper for information only.

	Alternative Options to Consider, if Any
	None.


Summary of Content

	Subject and Aims


	To inform the Council of a consultation process.

	Main Points


	As a result of the valuation of MMPS at 1 September 2011, the Conference agreed to 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% effective from 1 September 2013. However, on the recommendation of the Methodist Council, the Conference agreed that the further increase in contributions effective from 1 September 2013 be divided equally between Church and the Member (following a change to link the normal retiring age under the Scheme to State Pension Age (SPA) and agreed to consult with Members throughout 2012/13 to this effect.

	Background Context and Relevant Documents
	The Methodist Council has previously considered the MMPS valuation and the proposals were adopted by the 2012 Conference in paper 31.

	Consultations
	The MMPS trustee board has reviewed the proposed consultation document and their comments have been incorporated within it.


Summary of Impact 

	Standing Orders
	N/A

	Faith and Order
	N/A

	Financial
	N/A 

	Personnel


	All ministers will potentially be affected by the changes.

	Legal including impact on other jurisdictions
	The Church is legally obliged to undertake a consultation over a period of at least 60 days prior to agreeing the proposed changes.

	Wider Connexional
	N/A

	External
	N/A


Conference consultation with Ministers on proposed changes to the Methodist Ministers Pension Scheme (MMPS)

1. The Methodist Council has previously considered the results of the valuation as at 1 September 2011 of MMPS and the resultant proposals were subsequently adopted by the 2012 Conference in paper 31.
2. The Council recommended that the further increase in contributions effective from 1 September 2013 be divided equally between Church and the Member (following a change to link the normal retiring age under the Scheme to State Pension Age (SPA)). 

3. The Conference agreed to consult with Members during 2012/13 with a view to linking the Normal Pension Date (NPD) under MMPS to the male SPA.  In addition, it will consult with members to share the balance of the increased cost equally between the Member and the Church.

4. Changes to members’ benefits or contribution levels is 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.

5. It is proposed that the consultation will be issued during November 2012 and replies invited by 31 January 2013.

6. Responses to the consultation will need to be considered by the Methodist Council and by the Trustees before any changes are recommended to the 2013 Conference.

7. Subject to the outcome of the consultation, any changes to ministers’ benefits and/or contribution levels will be effective from 1 September 2013.

8. 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. 

9. It is the Conference (acting as the ‘employer’ under pensions legislation) that will be consulting with Ministers and not the Trustees of MMPS.

Consultation paper and questionnaire regarding benefits under the Methodist Ministers Pension Scheme
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1
Introduction
1.1
This paper contains important information about the pension benefits you are provided with under the Methodist Ministers Pension Scheme (MMPS). It also details the Conference proposals for changes to the future accrual of benefits and your pension contributions.  

1.2
The Conference is entering into a consultation with Ministers until [        ] on the proposals.  The statutory period of consultation is 60 days, however, it is proposed that this consultation will run for --days to allow Ministers the opportunity to fully understand the proposals.   It is important that you read the whole document so that you can give us your informed views about the proposals.  

2
History
2.1
The Actuarial Valuation of the Scheme carried out at 1 September 2008 revealed a shortfall of assets relative to liabilities for past service benefits of £38.9 million.  The shortfall was due mainly to allowing for improvements in members’ longevity but also unfavourable market conditions.  The 2009 Conference agreed that Circuits, which were paying contributions to the Scheme at the rate of 17% of stipend, should pay an additional 5% from September 2009 with a further 7% from September 2010 and that the member’s contribution rate should be increased by 2% from September 2009.

2.2    
The 2009 Conference decided that a Pension Reserve Fund be established which could be used to meet any future funding deficits in both the Ministers’ and the Lay Employees’ Pension Schemes.  The Fund receives income via the Connexional Priority Fund levy on the sale of Church property.  Whilst it does not form part of the assets of the pension schemes it strengthens the Church’s financial support of them.

2.3    
There was resistance both at the Conference and subsequently about Circuits having to pay a further 7% contribution rate in 2010.  The Conference therefore initiated a review of the benefits of the Scheme and asked for a report to be made to the 2010 Conference.

2.4    
The Conference consulted with Ministers in the following areas:

(i) increasing Normal Pension Date (NPD)  for future service from age 65 to 68. 

(ii) reducing the rate at which pension accrues to active members for future service from 1/70th to 1/80th of stipend. 

(iii) reducing the level of pension for ministers retiring early on the grounds of ill health.

The changes to the accrual for benefits accrued from 1 September 2010 onwards and the changes to the ill health pension provision were adopted.  The changes to NPD were not implemented and consequently Circuits were required to increase contributions by 3.6% of standard stipend to 25.6% from 1 September 2010.
3
Changes now being proposed 

3.1
The Actuarial Valuation of the Scheme carried out at 1 September 2011 has revealed that the shortfall of assets relative to liabilities for past service benefits has increased to £58.4 million.  The shortfall increase was due to the change in economic conditions including lower investment returns than anticipated as well as allowance for further improvements in members’ longevity.  
3.2   
The 2012 Conference directed that an annual contribution of £1 million per annum from the Pension Reserve Fund should be used to contribute to the increased deficit.  This payment is in addition to the existing contribution of 14% of standard stipend being paid by the Church to reduce the deficit.
3.3   
In addition, due to the increasing costs of purchasing pensions due to changing economic conditions and increased longevity resulting in, on average, the pension being paid for a longer period of time, the cost of providing future benefits under the Scheme has increased by 2% of standard stipend. 

3.4   
The current Church contribution of 25.6% must therefore increase by 2% to reflect this increase in cost.

3.5   
The Trustee Board has agreed that the increase in contributions can be staged with an increase of 1% from 1 September 2012 and a further increase of 1% from 1 September 2013.

3.6    
The 2012 Conference agreed both of these increases in Church contributions, with the initial increase of 1% to 26.6% of standard stipend from 1 September 2012. It further directed that a consultation take place with members with a view to:
· Linking the Normal Pension Date (NPD) under MMPS to the male State Pension Age (SPA).
· Sharing the balance of the 2013 increase in cost equally between the member and the Church

Linking the NPD under MMPS to the male SPA

3.7    
The 2010 Conference considered the option of linking the NPD, currently 65 under MMPS, to the SPA and agreed in principle that the NPD should be linked in future to the 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.

3.8    
Any change to members’ benefits would 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 would remain payable in full from age 65 for ministers retiring at that date. 

3.9   
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.

3.10 
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.

3.11 
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.  

3.12 
Although a saving of 0.4% appears minimal, advice has been received that this saving will increase over future years and is estimated to have increased to 1.7% when all members have an SPA of age 68. 
3.13 
If you are affected by the change of male SPA you may continue to pay contributions and accrue pension in the Scheme until your new NPD (unless you opt to retire earlier).  The pension that you receive at NPD will be greater than would be payable under the current rules of the Scheme.  Only ministers wishing to receive their pension before SPA will be adversely affected.

3.14 
Examples of how you may be affected are detailed at the end of this paper.

Sharing the balance of increased cost equally between the member and the Church

3.15   
The proposal is to split the additional contributions required to fund the additional 1% contributions from 1 September 2013 equally between the member and the Church. 
If this proposal is agreed, and the proposal to link the NPD with the SPA is also agreed, (reducing the additional 1% required to 0.6%), this would result in an increase in member contributions of 0.3% to 9.3% of standard stipend from 1 September 2013. 
If the sharing proposal is agreed but the proposal to link the NPD with the SPA is not agreed, this would result in an increase in member contributions of 0.5% to give a member contribution rate of 9.5% of standard stipend from 1 September 2013.
4
Discussions with the Trustee Board 
The Trustee Board has a primary duty to ensure the protection of the benefits already accrued within MMPS. The Trustee Board has been consulted on the proposals and notes there is no intention to change member’s accrued benefits.  The Conference will advise the Trustee Board of the outcome of the consultation and any proposals to change MMPS, if after the end of the consultation period; the Conference decides to proceed with implementing the proposals.  The Trustee Board will be provided with the feedback received from members during the consultation process. 
5
Factors taken into account in proposing the changes

In developing the proposal to change the benefits structure, the Church has considered the following factors:

	· Many employers in the private sector have closed their defined benefit schemes and introduced less costly defined contribution schemes where the member assumes the investment risk.  The Church is not in favour of doing this because it would be contrary to the Church’s life-long covenant relationship with ministers.

	· The Church has to be mindful of the increasing costs of pension provision placed on circuits and asks that ministers share in that increased cost, since they will benefit from receiving their pension for longer.

	· The importance of maintaining the financial stability and viability of the Church in balancing the historic, current and future liabilities of the pension scheme.


6
Your questions answered
	· What do the proposed changes mean for me?  
With effect from 1 September 2013 your MMPS pension contribution could increase to 9.3% or 9.5% of standard stipend, depending upon the decisions made by Conference, following consultation.
The pension that you build up in the Scheme from 1 September 2013 will be payable, in full, from your respective State Pension Age.

	· Is my existing pension affected by these proposals?

No.  The pension that you have accrued up to 31 August 2013 will be payable in full from the 31 August in the calendar year that you attain age 65 if you retire at that date.
The assets of MMPS are held within a separate trust and you can only be used for the benefit of members and beneficiaries of the Scheme.
When there are any changes to a pension scheme, there are legal requirements that prevent any reduction of benefits that have built up to the date of change. These benefits are known as past service benefits or accrued rights.

	· Does that mean that I will receive part of my pension in my 65th year and part from the 31 August in the year I reach SPA?
No.  Your pension will be paid from the date that you elect to receive all of your pension benefits.  Any pension accrued before 31 August 2013 will be increased for late payment if you retire after age 65.

	· What if I chose to sit down and receive my pension from 31 August in the calendar year I reach age 65?

You can still, subject to the permission of the Conference choose to sit down at the end of the Connexional Year during which you attain age 65 and receive your pension. However, that part of your pension which you have accrued from 1 September 2013 will be reduced for early payment (if your SPA is later). Refer to Examples 2 and 5 in Section 9 of this document.

	· What if I do not start to receive my pension until the 31 August in the year I reach SPA?
The part of your pension that you accrued up to 31 August 2013 will be increased to take into account that it will not start to be paid until a later date. Refer to Examples 3 and 6 in Section 9 of this document.

	· What will my normal retirement date be?

The normal retirement date will be 31 August in the calendar year that you attain SPA.  You can calculate your SPA at:   

http://pensions-service.direct.gov.uk/en/state-pension-age-calculator/home.asp

	· Can I receive my pension early?

Yes.  Subject to having attained age 55, having completed at least 10 years of travel and with the agreement of the Conference you can choose to sit down and receive your pension. The pension payable will be reduced for early payment dependent upon your age at retirement.

If you retire early due to ill health, subject to the permission of the Conference and the Trustee Board, upon the recommendation of the Medical Committee you may retire with an immediate enhanced pension.

	· Will I still be able to take flexible retirement?


Yes.  Please contact the Pensions Office for further details.

	· Where can I get further information?

You can contact Pensions Consultation, Methodist Church House, 25 Marylebone Road, London NW1 5JR, by email to pensionsconsultation@methodistchurch.org.uk, or by telephone on 020 7486 5502.
This document is available as hard copy (distributed to all ministers) and is also available on the Methodist Church website at [INSERT LINK]. Copies are also available from pensionsconsultation@methodistchurch.org.uk 

      You are advised to seek independent financial advice should you remain unsure about the proposal or your long-term financial provision. For a list of independent financial advisers local to you, simply call 0800 085 3250 or go to www.unbiased.co.uk.  

The Pensions Advisory Service (TPAS) is an independent non-profit organisation that provides free information, advice and guidance on the whole spectrum of pensions covering State, church, personal and stakeholder schemes.  However they cannot give personal financial advice.  You can visit them at www.pensionsadvisoryservice.org.uk or by telephone on 0845 601 2923.


7
What should I do now
7.1
The consultation period begins on DD/MM/2012 and runs until DD/MM/2013.  Your views are 
invited on the following:
· Linking the Normal Pension Date (NPD) under MMPS to the male State Pension Age (SPA).

· Sharing the balance of the 2013 increase in cost equally between the member and the Church

Any change to members’ benefits would 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 would remain payable in full from age 65 for ministers retiring at that date. 

7.2
After the consultation has closed, the views expressed will be considered by the Methodist Council 
before the final proposal is presented to the Trustee Board and the Conference for their approval. 
Any changes agreed will be implemented from 1 September 2013.

7.3
Comments must be returned by DD/MM/2013. You can send these by email to pensionsconsultation@methodistchurch.org.uk, or by post to Pensions Consultation, Methodist Church House, 25 Marylebone Road, London, NW1 5JR.  
8
Conclusion

8.1
We hope this paper and its attachments have explained why change is necessary and what the likely impact may be. If you remain unsure or need further explanation, please do make use of the sources of information and support outlined above. 

This consultation on the review of MMPS is important. Please use the opportunity to make sure your voice is heard, so that your views can be taken into consideration before the final decision is made.

The Methodist Church believes it is carrying out this consultation in line with pensions law, but if you have any questions or concerns about the process, you are entitled to contact the Pensions Regulator about the issue on their helpline 0870 606 3636.
9
Examples

METHODIST MINISTERS’ PENSION SCHEME

Retirement Example 1 – Current benefit structure, member retires at NPD

Minister Aged 58 at 1 September 2013

Basic details

	Date joined scheme
	:
	01/09/1998

	Normal pension date
	:
	31/08/2020 (NPD 65)

	Retirement date
	:
	31/08/2020 (age 65)

	Stipend 1/9/2012
	:
	£21,744

	Stipend escalation
	:
	3.25% pa

	Projected Final Stipend
	:
	£27,200

	Service pre 1/9/2006
	:
	8 years

	Service 2006 to 2010
	:
	4 years

	Service 2010 to 2013
	:
	3 years

	Service post 1/9/2013
	:
	7 years


Calculation of pension on retirement

	Pre 06
	=
	27,200  x  
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	=
	3,108.57 pa

	2006 to 2010
	=
	27,200  x  
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	=
	1,554.29 pa

	2010 to 2013
	=
	27,200  x  
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	=
	1,020.00 pa

	Post 2013
	=
	27,200  x  
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	=
	2,380.00 pa

	Total
	
	
	=
	8,062.86 pa


No early or late retirement factors apply in this example.  

The projected pension is 30% of projected Final Stipend.

Pensions accrued before 2006 receive increases to pensions in payment at a higher rate than pensions accrued after 2006.  The accrual rate changed from 1/70 to 1/80 per year in 2010.  The proposed changes in this consultation are effective from 2013. Pensions are therefore shown in separate tranches in this illustration. 
METHODIST MINISTERS’ PENSION SCHEME

Retirement Example 2 – Post change, member retires at 65

Minister Aged 58 at 1 September 2013

Basic details

	Date joined scheme
	:
	01/09/1998

	Normal pension date
	:
	31/08/2021 (NPD 66)

	Retirement date
	:
	31/08/2020 (age 65)

	Stipend 1/9/2012
	:
	£21,744

	Stipend escalation
	:
	3.25% pa

	Projected Final Stipend
	:
	£27,200 (NPD 65 benefits)

	
	
	£27,200 (NPD 66 benefits)

	Service pre 1/9/2006
	:
	8 years

	Service 2006 to 2010
	:
	4 years

	Service 2010 to 2013
	:
	3 years

	Service post 1/9/2013
	:
	7 years


Calculation of pension on retirement before application of early/late retirement factors

	Pre 06
	=
	27,200  x 
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	=
	3,108.57 pa

	2006 to 2010
	=
	27,200  x  
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	=
	1,554.29 pa

	2010 to 2013
	=
	27,200  x  
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	=
	1,020.00 pa

	Post 2013
	=
	27,200  x  
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	=
	2,380.00 pa


Applying early/late retirement factors

	Pre 06
	:
	3,108.57  x  1.00
	=
	3,108.57 pa

	2006 to 2010
	:
	1,554.29  x  1.00
	=
	1,554.29 pa

	2010 to 2013
	:
	1,020.00  x  1.00
	=
	1,020.00 pa

	Post 2013
	:
	2,380.00  x  0.94
	=
	2,237.20 pa

	Total
	
	
	=
	7,920.06 pa


The projected pension is 29% of projected Final Stipend on retirement.

Pensions accrued before 2006 receive increases to pensions in payment at a higher rate than pensions accrued after 2006.  The accrual rate changed from 1/70 to 1/80 per year in 2010.  The proposed changes in this consultation are effective from 2013. Pensions are therefore shown in separate tranches in this illustration.
METHODIST MINISTERS’ PENSION SCHEME

Retirement Example 3 – Post change, member retires at 66

Minister Aged 58 at 1 September 2013

Basic details

	Date joined scheme
	:
	01/09/1998

	Normal pension date
	:
	31/08/2021 (NPD 66)

	Retirement date
	:
	31/08/2021 (age 66)

	Stipend 1/9/2012
	:
	£21,744

	Stipend escalation
	:
	3.25% pa

	Projected Final Stipend
	:
	£27,200 (NPD 65 benefits)

	
	:
	£28,084 (NPD 66 benefits)

	Service pre 1/9/2006
	:
	8 years

	Service 2006 to 2010
	:
	4 years

	Service 2010 to 2013
	:
	3 years

	Service post 1/9/2013
	:
	8 years


Calculation of pension on retirement before application of early/late retirement factors

	Pre 06
	=
	27,200  x 
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	=
	3,108.57 pa

	2006 to 2010
	=
	27,200  x  
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	=
	1,554.29 pa

	2010 to 2013
	=
	27,200  x  
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	=
	1,020.00 pa

	Post 2013
	=
	28,084  x  
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	=
	2,808.40 pa


Applying early/late retirement factors

	Pre 06
	:
	3,108.57  x  1.061  x  1.035
	=
	3,413.63 pa

	2006 to 2010
	:
	1,554.29  x  1.068  x  1.025
	=
	1,701.48 pa

	2010 to 2013
	:
	1,020.00  x  1.068  x  1.025
	=
	1,116.59 pa

	Post 2013
	:
	2,808.40  x  1.00
	=
	2,808.40 pa

	Total
	
	
	=
	9,040.10 pa


The projected pension is 32% of projected Final Stipend on retirement.
Pensions accrued before 2006 receive increases to pensions in payment at a higher rate than pensions accrued after 2006.  The accrual rate changed from 1/70 to 1/80 per year in 2010.  The proposed changes in this consultation are effective from 2013. Pensions are therefore shown in separate tranches in this illustration.
METHODIST MINISTERS’ PENSION SCHEME

Retirement Example 4 – Current benefit structure, member retires at NPD

Minister Aged 42 at 1 September 2013

Basic details

	Date joined scheme
	:
	01/09/2011

	Normal pension date
	:
	31/08/2036 (NPD 65)

	Retirement date
	:
	31/08/2036 (age 65)

	Stipend 1/9/2012
	:
	£21,744

	Stipend escalation
	:
	3.25% pa

	Projected Final Stipend
	:
	£45,374

	Service 2010 to 2013
	:
	  2 years

	Service post 1/9/2013
	:
	23 years


Calculation of pension on retirement

	2010 to 2013
	=
	45,374  x  
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	=
	  1,134.35 pa

	Post 2013
	=
	45,374 x  
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	=
	13,045.03 pa

	Total
	
	
	=
	14,179.38 pa


No early or late retirement factors apply in this example.  

The projected pension is 31% of projected Final Stipend.

The proposed changes in this consultation are effective from 2013. Pensions are therefore shown in separate tranches in this illustration.

METHODIST MINISTERS’ PENSION SCHEME

Retirement Example 5 – Post change, member retires at 65

Minister Aged 42 at 1 September 2013

Basic details

	Date joined scheme
	:
	01/09/2011

	Normal pension date
	:
	31/08/2038 (NPD 67)

	Retirement date
	:
	31/08/2036 (age 65)

	Stipend 1/9/2012
	:
	£21,744

	Stipend escalation
	:
	3.25% pa

	Projected Final Stipend
	:
	£45,374 (NPD 65 benefits)

	
	:
	£45,374 (NPD 67 benefits)

	Service 2010 to 2013
	:
	  2 years

	Service post 1/9/2013
	:
	23 years


Calculation of pension on retirement before application of early/late retirement factors

	2010 to 2013
	=
	45,374  x  
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	=
	  1,134.35 pa

	Post 2013
	=
	45,374 x  
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	=
	13,045.03 pa


Applying early/late retirement factors

	2010 to 2013
	:
	  1,134.35 x 1.00
	=
	  1,134.35 pa

	Post 2013
	:
	13,045.03 x 0.88
	=
	11,479.63 pa

	Total
	
	
	=
	12,613.98 pa


The projected pension is 28% of projected Final Stipend on retirement.

The proposed changes in this consultation are effective from 2013. Pensions are therefore shown in separate tranches in this illustration.

METHODIST MINISTERS’ PENSION SCHEME

Retirement Example 6 – Post change, member retires at 67

Minister Aged 42 at 1 September 2013

Basic details

	Date joined scheme
	:
	01/09/2011

	Normal pension date
	:
	31/08/2038 (NPD 67)

	Retirement date
	:
	31/08/2038 (age 67)

	Stipend 1/9/2012
	:
	£21,744

	Stipend escalation
	:
	3.25% pa

	Projected Final Stipend
	:
	£45,374 (NPD 65 benefits)

	
	:
	£48,372 (NPD 67 benefits)

	Service 2010 to 2013
	:
	  2 years

	Service post 1/9/2013
	:
	25 years


Calculation of pension on retirement before application of early/late retirement factors

	2010 to 2013
	=
	45,374  x  
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2


	=
	  1,134.35 pa

	Post 2013
	=
	48,372 x  
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	=
	15,116.25 pa


Applying early/late retirement factors

	2010 to 2013
	:
	1,134.35  x  1.142  x  1.051
	=
	  1,361.49 pa

	Post 2013
	:
	15,116.25  x  1.00
	=
	15,116.25 pa

	Total
	
	
	=
	16,477.74 pa


The projected pension is 34% of projected Final Stipend on retirement.

The proposed changes in this consultation are effective from 2013. Pensions are therefore shown in separate tranches in this illustration.
APPENDIX 1
Letter from the General Secretary to accompany the consultation document

Dear Colleagues

Conference consultation on proposed changes to the Methodist Ministers Pension Scheme (MMPS)

The 2012 Conference meeting in Plymouth considered the results of the valuation of the Methodist Ministers Pension Scheme carried out as at 1 September 2011.  This revealed an increase in both the shortfall and an increase in the cost of purchasing future service benefits in the Scheme compared to the results of the previous valuation in 2008.

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; a deterioration over the intervaluation period by £19.5m.

This deterioration was mainly due to poor investment returns and changes in gilt yields which directly increased the liabilities of the fund.

In addition the contribution rate required to pay the benefits expected to accrue to members in future, based upon the current benefit structure, has increased by 2%. 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.

Considerations of the 2012 Conference

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. This was done with the purpose that it could be used to meet any future funding deficits for either MMPS or PASLEMC. The current proportion of net income allocated to the PRF from the Connexional Priority Fund is 45%. 

Circuits are currently contributing 14% of standard stipend in respect of each minister towards the deficit that was identified as a result of the 2008 valuation.  To minimise the direct costs on Circuit finances as a result of the 2011 valuation, the 2012 Conference directed that a contribution of £1 million per annum should be paid from the PRF to MMPS each September for the duration of the recovery period.  This means that Circuit contributions towards the deficit would therefore be unchanged at 14%.

However, the cost of purchasing future service benefits has also increased, requiring an additional 2% of stipend in contributions.  The MMPS Trustee agreed that the increase in contributions for Circuits could be staged with a 1% increase in Church contributions from 1 September 2012 and a further 1% increase from 1 September 2013.

The Conference agreed to consult with Ministers throughout 2012/13 with a view that the further increase in contributions effective from 1 September 2013 be divided equally between Church and the Member (following a change to link the normal retiring age under the Scheme to State Pension Age (SPA). 

The proposal

The consultation document attached contains a proposal on the changes to MMPS as follows:

· Linking the Normal Pension Date (NPD) under MMPS to the male State Pension Age (SPA).

· Sharing the balance of the 2013 increase in cost equally between the member and the Church

It is important to note that any change to members’ benefits following this consultation, would only relate to benefits accrued in the Scheme from the date of change i.e. 1 September 2013.  Any benefits accrued in the Scheme up to 31 August 2013 would remain payable in full from age 65 for ministers claiming their benefits at that date.
Please note that the proposal applies only to MMPS and not to any other scheme that you might belong to.

Commitment to clear communications

I know that pensions can be confusing, but we're committed to helping you understand what the proposed changes mean for you and to hearing your views on them. The consultation document includes examples of how the changes may affect you and some popular questions and answers. 

A pensions consultation email address has been set up for you to ask any questions, or to submit your comments pensionsconsultation@methodistchurch.org.uk
Alternatively you can write to:

Pensions Consultation  

Methodist Church House  

25 Marylebone Road 

London 

NW1 5JR.  

Close of consultation and next steps

The consultation will run until 31 January 2013. Even if you’re not a member of the pension scheme at the moment, we would still value your views on the proposals.

After the consultation has closed, the views expressed will be considered by the Methodist Council before the final proposal is presented to the Trustee Board and the 2013 Conference for their approval.
Yours in Christ
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