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Connexional Central Services Budget 2013 – 2016 

1. Over the last two years the connexion has been focussing on what it means for our the Methodist Church to be a ‘discipleship movement shaped for mission’. Participation in God’s mission requires us to give generously of our time, talents, and other resources. Our stewardship of that giving, especially of the financial resources handed over in churches across the Connexion week by week, is the subject of this paper. 

2. It is the giving of the Methodist people in the past and present that enables the Church to resource its work, and it is in the hope of future giving that we must plan for the years to come.

3. The budget proposed within this paper for the period 2013-16 are set within the context of good stewardship, grace-led decision making, and generous giving. 

4. The detailed figures and assumptions behind them were presented by the Senior Leadership Group (SLG) to the Finance Sub-committee (FSC) of the SRC on 13 February. The full budget, including the FSC’s recommendations were subsequently debated by the SRC at its residential meeting on 6/7 March. The Connexional Treasurers highlighted the enhanced level of information that was made available this year about the full range of funds under the oversight of the Council, recognising that already the investment in the new finance database is beginning to bear fruit.

5. This paper covers – 

i. Income to the main Funds that make up the Central Service Budget;
ii. The requirement for the Council to make recommendations to the Conference regarding the means of calculating the Methodist Church Fund (MCF) assessment for the three years commencing 2014/15;
iii. A budget narrative for the work of the Connexional Team;
iv. The proposed innovative use of part of the Epworth Fund over the next three years. 
Summary

6. Undertaking the Council’s instruction to produce a 3 year budget which eradicated the MCF deficit over a three year period has been a challenging task. The proposed budget is in keeping with this aspiration, using assumptions that the SRC feels are an appropriate balance between the prudence of good stewardship and the demonstration of our belief in God’s faithful provision.
7. The proposed MCF deficit is as follows:-

Target



Proposal

2012/13
£676k



N/A
2013/14
£400k



£165k
2014/15
£200k



-£152k (surplus)
2015/16
zero



-£ 30k (surplus)
8. The overall figures reflect a prudent predicted growth of income, primarily the MCF assessment, whilst costs within the team on staffing have been budgeted to rise with inflation. Year 3 is also shown largely as being ‘steady state’ from Year 2 and it is therefore clear that further work will need to be done to keep us to a balanced budget in Year 3, if there are other unexpected upwards pressures.

9. All of this budget work needs to be set in the context of the uncertainty around the current case regarding the employment status of Methodist ministers.  An appendix on this topic is offered for discussion. 
  Income
The Connexional Central Services Budget 2013-14 and beyond

10. Presented in this paper is a high level summary of the income estimates for 2014 and beyond.  Each type of income is discussed in paragraphs 1.0 to 1.8 below. 
11. Overall the 2013/14 budget assumes a significant reduction of over £3m in income from the 2012/13 budget. However, the SRC FSC agreed that these assumptions were prudent, given that the actual income for 2011/12 was significantly lower than anticipated. 

12. Paragraph T1.9 has a summary of the fund management charges included in this draft of the budget as well as the impact of an increase of 1% to all funds, with an additional 1% on the World Mission Fund. (Table 5).

Table 1 - High level Summary of income from all sources
	Nominal Category 
	 Actual 2011-12
	Budget    2012/13
	Budget   2013/14
	Budget   2014/15
	Budget   2015/16

	District Assessment
	(11,929,344)
	(12,347,057)
	(12,579,432)
	(12,829,093)
	(13,083,748)

	Property Levies
	(7,670,564)
	(8,800,000)
	(7,479,997)
	(7,225,597)
	(7,037,597)

	Donations
	(5,201,461)
	(5,421,046)
	(5,180,525)
	(5,306,018)
	(5,394,188)

	Investment Income
	(2,997,731)
	(2,232,700)
	(2,977,174)
	(3,126,651)
	(3,169,925)

	Internal Transfer
	(2,429,953)
	(1,447,080)
	(1,535,369)
	(1,519,461)
	(1,511,267)

	Legacies
	(624,021)
	(1,190,000)
	(694,150)
	(706,036)
	(705,208)

	Trading Income
	(1,580,847)
	(1,176,000)
	(939,000)
	(893,755)
	(850,811)

	Miscellaneous Income
	(970,077)
	(721,249)
	(533,861)
	(519,902)
	(524,711)

	Rental income
	(325,563)
	(332,320)
	(277,104)
	(281,317)
	(173,545)

	Grants
	(406,502)
	(101,778)
	(40,000)
	(513,500)
	(987,000)

	Income Total
	(34,136,063)
	(33,769,232)
	(32,236,612)
	(32,921,330)
	(33,437,999)


T1.0
District Assessment



2013/14 is as was agreed at the last District Treasurers forum and reflects the figures that have been circulated to all districts and will be proposed to the Conference for approval. Yhe budget assumes a small fixed increase of 2% per annum, reflecting the 1.9% increase in 2013/14. However, the SRC recommends that the Conference be asked to consider this point specifically and therefore, two additional options be presented. This is covered fully in paragraphs 14 – 16 below.
T1.1
Property levies to the Connexional Priority Fund (CPF)

Actual for 2011/12 was £7.7m compared to a budget of £8.8m. The budget has been adjusted downwards accordingly.
T1.2
Donations


The estimates include an annual figure of £0.5m from Methodist Insurance. Although the budget assumes a decline in line with trends, we have factored in an improvement arising from the contributions of the fundraising team.
T1.3
Investment income


Budget assumes steady increase in line with current performance. However, this is dependent on the economic climate.
T1.4
Legacies


Prudent estimates - vary from fund to fund.
T1.5
Trading Income


Mainly 'Singing the Faith'; estimates from the Publishing and Fundraising team.
T1.6
Miscellaneous income


From various sources; primarily relating to income for services provided by the Team to other Methodist entities, including bureau services to the wider connexion.
T1.7
Rental income


Mainly Centenary Hall Trust (MCH) and 4JWR properties. Estimates based on existing contracts.
T1.8
Grants


Represents income from other bodies or funds that relate to particular posts or activities.
T1.9 
MCF Management Charges

The estimated cost of administering the main ring-fenced funds is covered by transferring a fixed proportion of the annual income to the MCF, from which they are met. The majority of these costs increase gradually with inflation; not least because they are largely staffing related. With an overall downward trend in donation income, the papers presented to the two previous meetings of the Council have introduced the idea that with the combination of falling donations and rising costs, these management charges should be increased with effect from 1 September 2013.
	Table 2: 
	Existing formula
	 2013/14
	 2014/15
	 2015/16
	

	
	Proposed fund levy
	-£1,369,719
	-£1,373,012
	-£1,362,490
	

	Made up as follows:
	
	
	
	

	
	CPF Fund
	- £733,040 
	- £723,899 
	-£702,498 
	10%

	
	World Mission Fund
	- £482,080 
	- £492,160 
	- £502,595 
	16%

	
	Mission in Britain Fund
	- £78,244 
	- £76,647 
	- £75,097 
	10%

	
	Property Fund
	- £48,355 
	- £49,806 
	- £51,300 
	10%

	
	FSPD
	- £28,000 
	- £30,500 
	- £31,000 
	10%

	
	
	- £1,369,719 
	- £1,373,012 
	-£1,362,490 
	


Increase to 18% (WMF) and 11% (other funds)


	Table 3: Proposed increase in management charges
	

	
	              2013/14
	      2014/15
	       2015/16
	

	CPF Fund
	             -£822,800 
	               -£798,116 
	                -£774,172 
	11%

	World Mission Fund
	             -£542,340 
	               -£553,680 
	                -£565,419 
	18%

	Mission in Britain Fund
	             -£86,068 
	               -£84,311 
	                -£82,607 
	11%

	Property Fund
	             -£53,190 
	               -£54,786 
	                -£56,430 
	11%

	FSPD
	             -£30,800 
	               -£31,724 
	                 -£32,675 
	11%

	Total Fund levy
	             -£1,525,369 
	               -£1,512,761 
	                 -£1,501,303 
	 

	Extra pa
	             -£165,479
	       -£149,605
	          -£148,813
	

	
	
	
	
	


13. The proposal is to increase the management charges on the income to the main ring-fenced funds by 1%, with an additional 1% applied on the income to the World Mission Fund (See table 3 above). This is proposed on the basis that voluntary income to these funds is generally falling. Although the assumption is that they will be fixed for the three years of this budget, the SRC has asked for a more detailed evaluation to be made over the next 12 months into the appropriateness of the levels. If the funds are going to continue to contribute an appropriate share to the costs of administering them, then either the charge needs to increase in percentage terms, or specific cost reductions will be necessary. This specifically applies to the World Church Relationships (WCR) team, which neither the SLG nor SRC currently believe there is a desire within the connexion to reduce in size.
MCF Assessment Calculation

14. SO 361(2) states that “The [MCF] shall be maintained by an assessment levied by the Conference on each Circuit in the home church through the several Districts...” The formula that is used to calculate this is reviewed every three years, with the Conference of 2013 being required to decide on a formula that will apply from the 2014/15 assessment.

15. The total assessment is not calculated from scratch each year, but is rather a modification on the previous year. The existing formula divides the Team’s core costs into two parts. Those that are deemed to be outside of the control of the Team’s management, change automatically each year based on the agreed budget for the previous year, whilst those deemed to be under the control of the Team’s management are increased by CPI inflation.  
16. The level of the total assessment has been under scrutiny from around the connexion as many local churches with declining membership, and other increasing demands on finite resources, have questioned increased assessments. In 2011 tConference received a District Resolution which had the effect of producing a commitment that the assessment would not be increased by CPI inflation in any one year. The Conference  also directed the Council to ensure that future plans were “based on a realistic understanding of the implications of declining income for connexional expenditure”. 
17. The advent of a detailed three year budget, in which the assessment for year one is already fixed, provides an opportunity for this matter to be debated more effectively, without destabilising year one. The SRC therefore recommends that in addition to the assumptions made in preparing the figures contained within this paper, the Council suggests two other potential formulae for consideration by the Conference, providing three options as follows:
A. The proposed three year budget is based on a flat increase of 2% per annum. This is the amount used within this paper and is sufficient to meet the target of eradicating the MCF deficit within three years without reducing the services delivered other than in the ways outlined. It results in an increase in the assessment from 2013/14 to 2014/15 of £250k.
B. The second option would be to retain the existing formula. This divides the assessment into two parts – ‘Team costs’ are those determined to be largely under the control of the SLG and these are currently increased annually by CPI inflation; ‘non-Team’ are conversely those over which the SLG has little control, such as training (now the Discipleship & Ministries Learning Network), and governance and oversight costs. These are automatically adjusted to reflect the budget from the previous year. In the proposed 2013/14 budget the split is almost exactly 50/50 between Team and non-Team. Assuming a CPI rate of 2.7% (and it’s likely to increase) would produce a total assessment that is £453k higher than the 2013/14 figure and £202k higher than that in the papers.
C. The third option would be to freeze the overall assessment at the 2013/14 level. This would significantly increase the MCF deficit and would require additional savings of over £500k within two years in order to reach a zero deficit figure.
Options Summarised



2013/14 assessment
2014/15 assessment
increase
2014/15 










deficit/surplus

A:
£12,350k

£12,600k

£250k

£152k surplus

B:
£12,350k

£12,803k

£453k

£355k surplus

C:
£12,350k

£12,350k

£ nil

£   98k deficit


 
Expenditure

Table 4 - High level Summary of expenditure from all sources
	Nominal Category 
	 Actual       2011-12
	Budget    2012/13
	Budget   2013/14
	Budget   2014/15
	Budget   2015/16

	Grants Payable
	11,873,267
	13,894,142
	8,640,872
	8,781,399
	12,782,467

	Salaries
	8,495,217
	8,044,395
	10,901,430
	10,989,128
	11,139,628

	Other Costs
	3,172,290
	3,726,664
	4,978,384
	3,512,690
	3,277,531

	Stipends
	1,952,477
	2,912,533
	2,690,966
	2,649,388
	2,632,385

	Internal Transfer
	2,429,953
	1,506,930
	1,535,369
	1,519,461
	1,511,267

	Committee Costs
	1,583,218
	1,000,880
	906,382
	909,406
	947,409

	Cost of Sales
	891,969
	728,744
	550,800
	524,725
	499,960

	Facilities
	593,295
	698,590
	594,882
	590,170
	585,425

	Insurance
	136,092
	28,350
	103,948
	105,540
	107,135

	Mission Partners
	1,138,093
	0
	1,532,000
	1,454,500
	1,547,000

	Expenditure Total
	32,265,871
	32,541,228
	32,435,033
	31,036,407
	35,030,207


Overall expenditure summary

· Total expenditure in 2013/14 to reduce by 2.8% from the 2012/13 budget – over 5% in real terms

· Budgeted increase in stipends of 2.15% in accordance with the recommendations of the Connexional Allowances Committee (CAC)

· Budgeted increase in lay salaries of 2.15% as the SRC agreed that the formula being used for stipend increases (the average in the increase of CPI inflation and the Average Weekly Earnings Index) was a suitable means of determining lay pay for this year.

· A number of non-staff costs have been budgeted on a zero inflation increase basis in years two and three on the basis that the newly appointed Procurement Manager has the target of offsetting inflationary increases with savings over that period.

· The proposed budget for the Discipleship & Ministries Learning Network (DMLN) is as set out in the Fruitful Field report to the 2012 Conference.
Cluster summaries

Office of the General Secretary (formerly the Strategic Leaders)

18. This budget contains the work of the Secretary of the Conference and the General Secretary, and the Connexional Secretary. It carries forward elements of the former Strategic Leaders budget, and a higher provision has been made for travel across the two posts to enable the post holders to fulfil the change in roles. 
19. The budget in these areas has fallen c.50% from this year to the start of the 3 year budget. This is largely due to the ending of the three previous Connexional Secretary posts (Internal Relationships, External Relationships, and Team Operations) and replacing this with one post.

20. Some £250k has been moved from the former Secretary of External Relationships budget to the Ecumenical budget where the relevant grants (or subscriptions) have been consolidated for more coherent management.

21. The SRC recommends that the budgets continue to include both the £100k contingency from the MCF for Team purposes as well as the £100k emergency grant from the Epworth Fund for non-team purposes which was agreed by the Conference in 2012.


Discipleship & Ministries (D&M)
22. The purpose of the cluster is to develop the church as a community of learning disciples, lay and ordained. It seeks to bring fresh insight into all aspects of this work. The role of the Cluster is to equip the Methodist Church’s ministries so that they, in turn, can equip the world changing discipleship of the people of God. It equips ministries which enable God-centered worship and prayer; ministries which help people to grow and learn as Christians; ministries which engage with the everyday acts of love, kindness, and service of the people of God in the world; ministries which encourage patterns of witness and evangelism. 
23. The D&M budget is a transitioning one, as it moves from the D&M Cluster budget containing several sub clusters to a budget that contains the new Discipleship & Ministries Learning Network and the few activities which will remain outside although linked with the network. It therefore remains a complex and extensive part of the church’s spend which will require both a detailed scrutiny and an ability to retain flexibility within the bottom line numbers for the next 3 years. 
24. It is proposed that D&M contains the learning network- which now includes Children & Youth, Chaplaincy, and Evangelism, Spirituality, and Discipleship-, and some remaining D&M functions -Venture FX and Fresh Expressions, The One Programme (YPS as was), the Education Commission (MIST and MAST), and the Diaconal Order. A more detailed budget is contained within the papers relating to the Learning Network, including details of the transitional costs of £2.7m over three years which will be met from the Fund for Training as agreed by the Conference in 2012.
25. Education -  £100,000k amount is placed into this line to cover staff and activity as the bringing together of the Methodist Independent Schools Trust (MIST) and Methodist Academy Schools Trust (MAST) develops and work on Free School and new Academies continues in line with decisions of the Conference.  This is offset by a £50k p.a. income from the Education and Youth Fund which will reduce the uncommitted funds at the end of 2015/16 to £167k.
26. All the income and expenditure associated with Evangelism, Spirituality, and Discipleship is now contained within the network except monies for Fresh Expressions (grant from CPF) and the Rural Officer (this is a joint appointment with the URC).

27. All the income and expenditure associated with Youth Participation Strategy (YPS) finishes at the end of the 2012/13 year. The SRC has already specified that provision should be included at the rate of £100,000 per year for The One Programme to continue. It is proposed that this is funded for a further five years, with the Epworth Fund paying for the young people’s salaries - all on costs (training, management etc) will come from the Learning Network budget. 

28. All the income and expenditure associated with Chaplaincy except the half stipend from the Forces Board and the 2 Chaplaincy development posts (funded from CGC) are now contained within the Learning Network.

29. The implementation of the Learning Network – as per the figures contained in the Fruitful Field report to Conference 2012. It should be noted that while the headline figures for this are fixed, there may well be some movement between lines as the implementation develops. For example, as practised based formation becomes embedded, resources may need to be differently distributed across the network, and the head count of staff may change responsively to limitations of budget and levels of need.
30. As a result of the 2012 leadership review and associated changes, the Venture fx project is now located within D&M. The SRC has also endorsed the view of the SLG that Venture fx and the Methodist Church’s involvement with the wider Fresh Expressions initiative would be best undertaken as an integrated approach to fresh ways of being church.
31. After an external evaluation of Venture fx in 2012, the SRC asked for an update at its March 2013 meeting. As a result, it has approved continued funding for phase two of the project, subject to the annual budgetary process, from the CPF which will take the overall cost to £4.42m.
32. The Conference of 2012 responded to a need to meet a gap in funding for Fresh Expressions by committing £90,000 for each of the 2012/13 and 2013/14 years. As part of this three year budget round, the SRC recommends to the Council that this additional £90,000 per annum from the CPF be continued and that the Council recommends this as per the table below:-

Table 5 – Fresh Expressions & Venture fx budgets

	Year
	Total VentureFX Costs (CPF)
	Fresh Expressions Costs (CPF)
	Total CPF Costs
	Core Fresh Expression Costs  (MCF)
	Total of CPF & MCF Costs

	2014/15
	457,518
	90,000
	547,518
	40,800
	588,318

	2015/16
	402,317
	90,000
	492,317
	41,616
	533,933

	2016/17
	369,464
	90,000
	459,464
	42,448
	501,912

	2017/18
	363,007
	90,000
	453,007
	43,297
	496,304

	2018/19
	370,264
	90,000
	460,264
	44,163
	504,427

	Overall Total
	1,962,570
	450,000
	2,412,570
	212,324
	2,624,894


Governance Support
33. The purpose of the Governance Support office is to:

· support the Methodist Church in fulfilling its mission within the constitutional framework laid out in the foundational documents in Constitutional Practice and Discipline 
· assist the Methodist Church in continually developing its governance arrangements to enable the Methodist Church to live out Our Calling and Priorities in new and innovative ways.
· support the role of the Secretary of the Conference
· draw on the services and expertise of the Team and the wider Church to uphold the theological identity and integrity of the Church while engaging in constructive ecumenical dialogue
· oversee the provision of theological resources and advice in legal, constitutional and governance matters to a range of Connexional bodies as well as to the Connexion as a whole. 
34. The overall budget reflects the responsibilities of the office in serving and maintaining the governance bodies of the church.  That the Methodist Council indicated that it did not see work on governance structures to be urgent means that the assumptions based on our current polity being in place for the duration of the three year cycle.  
35. The Audit fee line now includes the provision for an internal audit facility as approved by the Methodist Council.


36. Disparate legal costs have been consolidated in one line and the overall figure is a more realistic total based on an increase in litigation.


37. The figure for staffing costs reflects the appointment of an employee as Conference Officer for Legal and Constitutional Practice, whereas the role had previously been shown as a stipend cost.

38. Since 2008 the Governance Support budget has paid for the post of Connexional Liaison Officer in Scotland as well as a £10k grant for work to enable Scotland to engage as a nation. It is proposed in this budget that the Council move away from this kind of dedicated support for one District and therefore the post and the grant are removed going forward. Some of the rationale for this is as follows: 
39. Examining the various tasks and focus for the CLO post it is considered that these are areas for the District to come to a mind on how it undertakes this work as it moves towards a one circuit model for the District.
40. Scotland is the only District in receipt of this kind of funding for District work and it is the view of the SLG that such an anomaly should continue as the Council works with finite connexional budgets for the next 3 years. The development of working partnerships such as EMU (Episcopal, Methodist and URC) mean that new ways to represent the Methodist Church in Scotland can be found in the future. Representation for Scotland and Shetland on Methodist governance bodies such as the Conference and the Council continue to be the most effective route for ensuring these important voices are heard.

41. Costs of the Conference: The difficulties presented by financial planning for an itinerant Conference are highlighted in any medium to long term budget planning.  The 2013 London Conference presents an unusually cheaper option then in recent years and as such tentative negotiations have begun to see how sustainable London would be as a venue for a three year period.  That the Conference is required to confirm dates two years in advance makes it difficult to make a commitment to London until the appropriateness of the venues have been tested in 2013.  The new Conference and Events Co-ordinator  has begun work with the Procurement Manager on identifying venues that are interested in negotiating a two or three year contract for the Conference.

42. The stipends of all separated Chairs of Districts are paid from within this  budget.
43. The SRC had previously requested a review of the ecumenical budget and was encouraged by the progress made by combining all relevant items under a single cost centre. This ongoing process involves re-evaluating the Church’s contribution to the costs of various ecumenical instruments and not reductions in support for grassroots ecumenism.
Mission & Advocacy (M&A)

44. Mission and Advocacy equips the Methodist people and the wider Christian Church as we listen to God and develop ways of speaking about God. Through resources and personal engagement the cluster helps the Methodist people to become lifelong, world-changing disciples.

45. Our specific aims are to engage, inform and equip people at every part of their Christian journey and to communicate our beliefs and actions to a wider world.

· Engage – building effective relationships so that what we can do ‘uniquely or best’ for the wider Church responds to changing circumstances.

· Inform – encouraging two-way communication so that we both listen and speak to the Church, including our global Partner Churches and the wider world.

· Equip – providing resources that support the people called Methodists in their discipleship, worship, learning and sharing of the message of God’s grace with their communities.

· Communicate – making visible the views and beliefs of the Church within wider public discourse.


46. Mission & Advocacy is developing a Connexional ‘Living Generously’ strategy.  This will equip the Methodist people to explore generosity in the context of their discipleship.  The goal is to inspire and enable a generous lifestyle which enhances mission and ministry, as encompassed by the Covenant Prayer.  The expected outcomes will include increased regular giving to local churches, with a follow on effect of increased giving to the Methodist Church connexional funds, as well as greater involvement in local missional activity. Alongside this we are developing responses to the Future Mission Together document which include developing a programme of mission with our World Church partners that is truly global and local; engaging with national decision-makers through the Joint Public Issues Team (JPIT), particularly on the issue of poverty and stigma; providing communications support to the developing Learning Network.
47. Mission & Advocacy continues forward with very little change from the funded level of work at present with some minor changes presented later.
48. The most significant changes in the cluster budget result from the decision to outsource the Methodist Publishing operation. In March 2012 the Council adopted a resolution welcoming the SRC’s plans to radically review the services provided from the central budget, with a view to ending some activities and reducing the demands on the District Assessment. As part of this an external consultant was engaged to review the Methodist Publishing operation and the SRC has agreed with proposals to outsource the work. This will ensure that Methodists across the connexion will continue to have access to publication materials via a dedicated website and phone line, whilst the Church significantly reduces the existing fixed costs of providing such a service. Minimal savings are expected in 2013/14 due to re-structuring costs, but annual savings of around £130k are expected from 2014/15.

49. The biggest potential for significant income comes from the various fundraising campaigns. It is proving difficult to quantify exactly how much has been raised by the team so far because the tracking of income from donors is not unified. Efficient online payments software will help that and also let us sell goods efficiently online. This will be the next step on from bedding in the new finance system. The target is still for the Fundraising team to more than cover its own costs. In addition, the Fundraising Officer is already making a positive contribution to the fundraising of local churches; figures that will not show up as MCF income.

Support Services
50. The Support Services Cluster has evolved gradually through an ongoing process of review and redesign to ensure that it is most able to provide the services required by the Connexional Team and wider Church. It has adopted a strategy combining service with stewardship. The use of some of the tools and techniques found with Total Quality Management (TQM) has commenced as part of this. Although it is recognised that financial performance measures alone cannot be used within the Church, where mission and values are important, the focus on stewardship means that activities are being carefully evaluated in terms of value for money and effective use of time.
51. The cluster provides a wide range of services within the Team, but also to local church officers and trustees across the connexion as follows:-
· Full range of financial services on behalf of the Council, including management of all funds and production of its annual consolidated accounts;
· Payroll services for all ministers and lay employees of the Council and a wide range of other Methodist employers;
· Professional development & personnel services, including Human Resource management, wellbeing, Equality & Diversity and Safeguarding. During the 2012/13 and 2013/14 years this includes the Conference’s Safeguarding Past Cases Review;
· Property management and development guidance, including operation of connexional processes for listed buildings and oversight of connexionally-held properties. For three years from September 2012 this includes the Joint (with the URC) Property Strategy Group;
· Supporting the Connexional Grants Committee’s administration and monitoring of grants for mission and ministry within Britain and with partner churches worldwide;
· Research projects, including the Church’s statistics for mission work and the Methodist mission webmap;
· Provision of administrative and executive support across the whole Team, including IT systems and the connexional database;
· A range of web-based applications to assist local churches, circuits and districts in managing property and other resources for mission, such as the Consents and Statistics for Mission web applications.
52. The SRC agreed in 2011 that in the face of declining membership and the resultant pressure on the MCF assessment, the Support Services Cluster’s total budget should be capped in cash terms for an initial three years. This meant that the total budgeted for 2011-12, which was £4.743m, could not be exceeded in preparing the 2012-13, 2013-14 or 2014-15 budgets. 
53. As part of the re-structuring of the Connexional Team from 1 September 2012, the cluster gained three additional areas of work that were not included within its 2011-12 budget, but were part of the Projects, Research & Development (PR&D) cluster. Hence they are outside of the capped target. One of them, the Belonging Together project, is due to finish at the end of the 2012-13 year, but stripping out the other two, the cluster budget will remain below the original target of £4.743m to at least the end of the 2015-16 connexional year – a period of five years, representing a significant real terms saving whilst offering a wider range of higher quality services.

54. There will be a net increase in expenditure in 2015-16, primarily resulting from the end of the five year lease in 2015 on the former MPH office/warehouse at 4 John Wesley Road, Peterborough. This currently generates an annual net income of £101,584 and this budget assumes that at the end of the lease the property will be sold. It has been assumed that such a capital inflow would be added to MCF reserves – no account of it has been taken at all in these budget papers. 
55. The main reductions in Support Services staffing costs over the three years include one post with the conclusion of the Belonging Together project in August 2013 and several finance office posts as a result of the investment in new systems. Two posts (1.5 FTE) have also been saved in admin support through natural wastage and this is reflected in the proposed budget. The amounts arising from the ending of two posts in the former PR&D cluster have been transferred into Support Services funding two new posts – one strengthening the cluster management and one Executive Support Officer deployed in the Office of the General Secretary.
56. The 2015-16 budget assumes that the Joint Property Executive Officer post (half funded by the URC) will not continue beyond the agreed three year term which finishes in August 2015.
57. The main changes to the Development & Personnel budget are bringing committee costs relating to candidating into line with actual spend and an increase in professional fees relating to UKBA, pensions and general employment legislation advice.
58. Although the Belonging Together project will end in August 2013, an amount of £10,000 has been added into the core Equality & Diversity budget in order to enable that work to be taken forward as appropriate.
59. In 2012 the SRC suggested that there should be an aim of reducing the administration budget by 20% over two years. The proposed budget assumes some savings in postage, print and stationery and committee/meeting costs within MCH. A number of initiatives are underway or planned to deliver these, including a more rigorous approach to charging other occupants of MCH for some non-service charged services. It is anticipated that the overall spend within the Team on certain items will benefit from the greater disciplines instilled by the new Access Dimensions finance database. Apart from the staff savings stated in paragraph 45 no changes to admin staffing are budgeted. This is a conscious decision by the Senior Leadership Group (SLG) which feels that further reductions would be counter-productive in the effectiveness of the wider Team. The SRC has indicated that it supports this on the basis that further progress will be made over the next 12 months.
Epworth Fund
60. The Epworth Fund was set up following the sale of Epworth House, City Road, London in 1987 as a designated fund.  It has been used mainly for grants to support a variety of ‘new and innovative’ work in areas of particular importance as defined by the Conference. The guidelines were developed over a period of years as the result of discussions in the Methodist Council and its predecessors.

61. Responsibility for the Epworth Fund was previously divided between the Resourcing Mission Grants Committee (now the Connexional Grants Committee - CGC) and the Joint Secretaries Group, however when the CGC was formed in 2008 it took sole responsibility for the fund.

62. The annual income from the Epworth Fund has been used since Conference’s decision in 2010 to allocate £230,000 per annum over a three year period from 2010-2013 to fund the Youth Participation Scheme (YPS). As a result of this decision these funds were no longer available to the CGC for other grants.

63. The Epworth Fund has generally been treated as a fixed capital fund where the annual interest each year has been spent without eroding the total fixed value of the capital. Despite its use for the YPS, the fund balance has remained stable over the last five years, being just over £6.1m at the start of the current financial year. 

64. In 2012 the Conference agreed that two new items would be included in the use of the fund. These were: the Safeguarding Past Cases Review which began as a pilot in 2010, and was extended across the whole Connexion, over two years, at a cost of £300,000, and the Emergency Fund, which was a limited budget of up to £100,000 per year to be made available to the Strategic Leaders (now SLG) for one-off grants outside of the Team in an emergency.

65. In its paper to the January meeting of the Council, the SRC trailed the idea that part of this money could be invested further in infrastructure that supports the overall mission of the Church, given that the YPS agreement comes to an end on 31st August 2013. After input from the FSC which had carefully considered the merits of deliberately using some of this capital, the SRC therefore recommends to the Council that part of the Epworth Fund be released as per the table below, with the proviso that the year-end balance not be allowed to fall below £5m.
66. The Connexional Priority Fund (CPF) is unlikely to be available to the CGC for the foreseeable future and the Mission in Britain Fund is affected by falling donation income. Making £250,000 per annum available would enable the CGC to support further mission and ministry projects via its existing criteria and enhance the link between Connexional funds and local projects. The availability of this amount would need to be confirmed annually, subject to the requirement that the fund balance remains above £5m.
Area of work


2013/14
2014/15
2015/16
   Total
Existing commitments
Non-Team emergencies

£100,000
£100,000
£100,000
   £300,000

Past Cases Review

£120,000




   £120,000

New commitments
The One Programme*1

£100,000
£102,000
£105,060
   £307,060
System developments*2

£100,000
£140,000
£ 20,000
   £260,000
CGC grants*3


£250,000
£250,000
£250,000  
   £750,000

Totals:



£670,000
£592,000
£475,060
£1,737,060

*1: This is part of a commitment for five years of £100,000 per annum adjusted upwards each year for wage inflation.
*2: These would be web-based developments that would be for the benefit of the wider connexion; not for internal use by the Connexional Team. Included would be set up costs for electronic personnel files for ministers and a new method alongside the Consents Website of electronically recording annual property returns; providing a database for use by those overseeing the care and maintenance of property at circuit and district level.

*3: The overall balance of the fund should not be allowed to drop below £5m. Therefore the amount available to the CGC each year should be confirmed once this criteria has been verified. The FSC noted that the non-Team emergency fund is unlikely to be used in full each year, so the above represents a maximum drawdown anyway.

Overall Impact on Funds

The overall predicted movement in funds resulting from the proposed budget is as follows:

	FUND NET BALANCE / MOVEMENT REPORT
	
	
	
	
	

	
	
	
	
	
	
	
	

	Fund
	Fund Name
	Sum of Fund Opening Bal 2012-13
	Budget    2012/13
	Budget   2013/14
	Budget   2014/15
	Budget   2015/16
	Fund Closing Bal 2016

	700
	MCF General
	-£14,026,337
	£676,360
	£169,208
	-£152,297
	-£29,656
	-£13,362,722

	704
	Auxiliary Special Purposes – Endowment
	-£502,379
	£0
	£3,300
	£2,612
	£2,612
	-£493,855

	705
	Trinity Hall Trust
	-£619,134
	-£27,000
	-£500
	-£79
	£370
	-£646,343

	720
	Diaconal Order
	-£428,997
	£0
	£62,966
	£64,666
	£66,606
	-£234,759

	722
	Education and Youth
	-£898,476
	£356,392
	£125,000
	£125,000
	£125,000
	-£167,084

	727
	Connexional Priority Fund
	-£10,357,301
	-£1,176,773
	-£256,630
	-£208,652
	-£386,943
	-£12,386,298

	728
	Epworth Fund
	-£6,159,205
	£437,250
	£293,700
	£322,211
	£205,777
	-£4,900,267

	729
	Pension Reserves Fund
	-£10,155,540
	-£3,025,200
	-£2,590,979
	-£2,506,614
	-£2,438,537
	-£20,716,869

	730
	Training Assessment Fund
	-£964,000
	£1,100,000
	£0
	£0
	£0
	£136,000

	733
	Computers for Ministry
	£1,707
	-£133,100
	£0
	£5,400
	£10,708
	-£115,285

	738
	Modern Christian Art- Development
	-£20,975
	£0
	-£4,000
	-£4,000
	-£4,000
	-£32,975

	739
	Forces Chaplaincy Revenue
	-£963,386
	-£23,128
	£37,594
	£38,767
	£40,687
	-£869,465

	741
	Methodist Heritage
	
	£0
	-£11,000
	-£37,500
	-£45,000
	-£93,500

	743
	Mission in Britain Ring Fenced Fund
	-£2,389,475
	£131,811
	-£222,500
	-£222,500
	-£222,500
	-£2,925,163

	746
	Lay Mission Superannuation
	-£2,537,023
	£0
	£200,000
	£205,400
	£211,562
	-£1,920,061

	747
	Connexional Travel Fund
	-£238,717
	-£6,000
	-£3,900
	-£3,990
	-£4,081
	-£256,688

	748
	Sabbatical Fund
	-£605,002
	£35,000
	£70,000
	£70,000
	£70,000
	-£360,002

	750
	Fund for the Support of Presbyters & Deacons(FSPD)
	-£7,236,256
	£118,368
	£233,300
	£219,710
	£221,511
	-£6,443,367

	752
	Medical Benevolent Fund
	-£1,575,476
	-£45,000
	-£12,315
	-£18,724
	-£17,994
	-£1,669,509

	753
	Ministers Children's Relief Association
	-£50,451
	£0
	£825
	£0
	£0
	-£49,626

	757
	Property Ring Fenced Fund
	-£4,345,997
	£56,353
	-£6,810
	£786
	£2,430
	-£4,293,238

	762
	Training Ring Fenced Fund
	-£7,692,833
	£197,463
	£2,043,455
	£184,182
	-£357,220
	-£5,624,953

	763
	Long Term Renewal Fund
	-£2,214,896
	£0
	-£12,000
	-£12,300
	-£12,300
	-£2,251,496

	765
	Centenary Hall Trust
	-£1,466,928
	-£2,500
	-£3,607
	-£5,367
	-£6,511
	-£1,484,912

	766
	World Mission Ring Fenced Fund
	-£21,683,197
	£101,700
	£83,312
	£48,364
	£4,159,685
	-£17,290,135

	Grand Total
	-£97,130,273
	-£1,228,003
	£198,421
	-£1,884,923
	£1,592,208
	-£98,452,571


*** RESOLUTIONS:
29/1
The Council recommends to the Conference a 1% increase in the management charge on ring-fenced funds, with an additional 1% on that to the World Mission Fund.
29/2 
The Council agrees to offer the Conference three alternative methods of calculating the MCF assessment as outlined in paragraph 17 of this report.
29/3
The Council recommends to the Conference the next five years of funding for Fresh Expressions and Venturefx as per table 5.
29/4
The Council recommends to the Conference that the Epworth Fund be utilised as described in paragraphs 58 to 64 of the report

29/5
The Council agrees to make the post of Connexional Liaison Officer for Scotland redundant.
29/6
The Council recommends the Connexional Central Services budget to the Conference as described in this report.
29/6
The Council instructs the Senior Leadership Group of the Connexional Team to carry out, 
within the next six months, a review of the Ecumenical grants and membership fees paid 
from the central services budget.  


The review should take account of;

the needs of the whole connexion. 


the aspirations of Methodist ecumenical involvement as set out in various Conference 
statements on ecumenism.

the need to ensure an appropriate and fair use of the resources of the connexion.

Appendix One
Note on the budget provision in light of a case currently before the Supreme Court and other cases currently before various lower courts.

The purpose of this paper is to set out the worst case scenario in respect of the legal budget if the Supreme Court holds that ministers are employees.  What follows here relates to legal costs only and does not make any provision for changes in staffing which might arise in light of a ruling against the Methodist Church.

There are already two cases that have been stayed by the Employment Tribunals pending the judgment of the Supreme Court case.  The Tribunal will need to deal with these cases subsequent to the judgement of the Supreme Court.  

One of these cases (S vs. The President of the Methodist Conference (ET)) is an employment claim that should be dealt with at an Employment Tribunal or Employment Appeal Tribunal.  

However, the other case (P vs. The President of the Methodist Conference (ET)) relates to a claim by a minister of direct discrimination by the Church due to the disability of a dependent child.  The minister is now being represented by the Equality and Human Rights Commission (EHRC).  This is very rare and does highlight that the EHRC clearly considers this as a test case.  The points being raised by the minister are yet to be tested in the Court and this may well be a case that goes far beyond the Employment Appeals Tribunal with higher courts needing to rule on points of law.  It should be noted that this claim could proceed even if the Supreme Court were to find ministers are not employees.  The Equality Act 2010 was drafted with a wider remit than just employees and the EHRC may seek to argue that even if ministers are not employees they are still workers protected by the Equality Act 2010.

As it is not within the remit of the Supreme Court to make decisions on the facts of the matter of Preston vs. The President of the Methodist Conference (ETA), but merely to rule on points of law, the Preston case is also likely to be sent back to the Employment Tribunal for consideration of the facts of the original claim. 

We are advised by Judge John Hicks QC that, on average, an employment tribunal claim will cost £90,000 to defend.  In addition to that included in the budget against legal costs a figure of £280,000 for 2013-14 is therefore a realistic consideration given the three cases of which we are aware.   On the basis that we will have to defend at least two employment tribunal / discrimination claims per year, a figure of £190,000 for 2014-15 and £200,000 for 2015-16 would be prudent.  

In terms of additional resources required in Governance Support it is envisaged that one person at a MSC grade would be required.  It would be anticipated that this person could assist with the implementation of the policy decisions by the Conference in respect of the employment of ministers but also to assist with responding to legal claims.

Looking across the Team it is difficult at this time to decide what extra staffing would have to be in order to implement any changes to employment as well as supporting Circuits with any change. 

Areas already identified as needing supporting are ; Personnel Management; Data Protection; Record Keeping; Equality & Diversity Training; Terms & Conditions of Service; Discernment & Selection; Professional Development; Accountability; Supervision; Health & Safety; Risk Assessment; Transitional Arrangements  and Vacancies , with more to come in time.
Costs for this could be estimated at – 

Working on the basis that the list above would be supported from the Connexional Team  this would translate into additional resource in Governance Support, Support Services (Development & Personnel in particular) and Discipleship & Ministries of around 7fte staff.

	Including Inner London Allowance
	 
	 
	 
	 
	 

	 
	 
	 
	Employment cost
	 
	 
	 
	 

	Grade
	Number
	Midpoint salary
	NI
	Pension
	Total
	Travel admin
	Total

	MSB
	2
	£45,226.00
	£5,207.84
	£9,552.90
	£14,760.74
	£2,000.00
	£123,973.49

	MSC
	3
	£40,875.00
	£4,607.41
	£8,504.31
	£13,111.72
	£3,000.00
	£170,960.15

	MSD
	2
	£37,539.00
	£4,147.04
	£7,700.34
	£11,847.38
	£2,000.00
	£102,772.76

	TOTAL
	7
	£123,640.00
	£13,962.29
	£25,757.55
	£39,719.84
	£7,000.00
	£397,706.39

	
	
	
	
	
	
	
	

	Assumed:
	
	
	
	
	
	

	
	a). Employer's NI at 13.8%
	
	
	
	
	

	
	b). Employer's Pension contributions at 24.1%
	
	
	


We are also aware that significant work with HMRC will need to be undertaken which may have significant cost factors involved. ‘Ministers of Religion’ is a category for tax purposes and although that is not explicitly linked to the employment status, that does not mean that a significant change in the law may result in HMRC either changing its view or at least needing to be engaged with in some detail to retain the status quo. The biggest issue may be the provision of Accommodation. In the process of producing a 3 year budget the SLG have not included any of these provisional costs and the Committee is asked to express a view on what it now wishes us to do.
Working on a ‘worst-case scenario’ we could be looking at the following additions to the budget papers before you – 
	
	2013/14
	2014/15
	2015/16

	Legal Costs
	280,000
	190,000
	200,000

	Staffing Costs
	397,706
	405,660
	413,773

	Total
	677,706
	595,660
	613,773


This would clearly be a major change to the budget and advice is requested on the next steps.

The case of The President of the Conference vs. Preston is listed for 13th and 14th February 2012.  The Judgement is not expected until after Easter and may not be handed down until mid to late June. 

The FSC believed that any costs in 13/14 should be borne from reserves and that during the year a formula would need to be worked out to pass the costs on to the Circuits in 14/15 and beyond. This may mean moving some of the associated costs from the District Assessment into a new ‘employment costs’ category to offer coherence to the Church.
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