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Report of the Board for the Year Ended 31 August 2006

The Board of Trustees draws attention to two major changes to the Annual Report and audited Financial
Statements for the year ended 31> August 2006 as follows:-

a) The adoption of the new Statement of Recommended Practice — Accounting & Reporting by
Charities (SORP 2005). The new SORP not only gives specific guidance on the structure and
content of the Trustees Report but alters significantly the way items are reported in the Statement
of Financial Activities (the charities equivalent of an “Income and Expenditure” statement);

b) The implementation of Financial Reporting Standard (FRS) 17 — Retirement Benefits.
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STRUCTURE, GOVERNANCE AND MANAGEMENT

The Trustees for Methodist Church Purposes is a corporate body which acts as custodian or full trustee of
Methodist property and was incorporated by the Methodist Church Act 1939.

The Board of Trustees have an established recruitment and appointment procedure. The Board of
Trustees consists of 16 members with equal numbers of Ministers and Lay persons, who are drawn from
all walks of life, to maintain a balance of skills in discharging Trustee duties.

Board members are appointed by the Methodist Conference on the nomination of the Board which seeks
to maintain a balance of appropriate professional experience, Methodist experience and Connexional
representation.

As from February 2001, present members are invited to retire at 75 and new members at 70 years of age.
The Board currently has two vacancies which it is actively seeking to fill.

The Board is responsible for all the functions of The Trustees for Methodist Church Purposes. In practice,
much of the work of the Board is discharged through committees and by staff.

The Board occupies offices at Central Buildings, Manchester which is a Model Trust property used also by
the Connexional Team, the Manchester Circuit and the Methodist Centre (a local church in the circuit).
The property is managed under a Joint Management Agreement to which the Methodist Council is party.
Connexional Managing Trustees appointed by the Council are responsible for the area occupied by the
Team and the Board. A member of the Board is appointed as one of the Connexional Trustees.

The Board is served by two committees:-

The Executive Committee

This is a committee of three members who meet at least three times a year. They report to the Board of
Trustees. Primarily the Executive oversee the management arrangements and oversee and arrange
Board meetings. They consider and approve management accounts and deal with all full trust
applications. They take any action on behalf of the Board between meetings.

The Audit Committee

This is also a committee of three members, meeting at least 2 times a year. The Audit Committee make
recommendations in respect of financial and other processes to give effect to audit reports. It meets
annually with the auditors to review and discuss the annual financial statements.

Related Parties

The Central Finance Board of the Methodist Church (CFB) was set up by an Act of Parliament in 1960 to
enable Methodist organisations to pool their assets and manage them efficiently. The Central Finance
Board has its own fund management department enabling it to provide professional investment
management. There are regular meetings with officers of the Central Finance Board to discuss matters of
mutual interest.

OBJECTIVES AND ACTIVITIES

The principal function of the Board, incorporated by the Methodist Church Act 1939, is to act as the
Custodian Trustee of all property held on the Model Trusts of the Methodist Church Act 1976. This
includes nearly all the property held by the 6,200 or so local churches, 601 Circuits and 33 districts,
together with a number of properties used for Connexional purposes.

The Board is also custodian of the Funds held in approximately 10,000 separate trusts. These Funds are
held for Methodist purposes for the Managing Trustees who may be local Church Councils, Circuit
Meetings or other bodies of trustees. Some trusts, such as Circuit Advance Funds, are held on the Model
Trusts. The trusts of other Funds, such as Permanent Endowments, are determined by the terms of the
will or other settlement.
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Activities include:-

effecting all sales, purchases and leases of property by Church bodies and checking legal
documents before signature by Managing Trustees.

investing funds received from sales or bequests and transmitting funds for purchases or to meet
the cost of a building scheme as instructed by Managing trustees.

The Board is full Trustee of a small number of trusts where it has discretion over the use of income and, in
some cases the capital, and is responsible for the investment of the funds. The purposes for which grants
may be made are specified in the trust documents and in others the Board is able to make grants for any
Methodist charitable purpose.

There are proposed changes in the administration and organisation of the Methodist Church and these
changes are the subject of extensive reviews currently taking place. TMCP will assist in the process, as it
is redefined, in an efficient and effective manner.

ACHIEVEMENTS AND PERFORMANCES

The Board are happy to report that all activities continue to be performed in an efficient and effective
manner. As at the financial year end, TMCP had 9,853 active trusts with a total value of £238 million.

The Board are grateful to the staff for coping so admirably over a long period of time during the illness and
following the sad death of Caroline Hickling, General Manager.

One area of notable development during this financial year was the “rolling” out of the Minor Works
Scheme. The scheme for certain minor works to be approved by Districts without the need to be
submitted to the Methodist Property Office was introduced by Conference 2005 and TMCP have been
instrumental in its success. In the first 14 months to 31* August 2006, a total of 470 schemes have been
approved in 31 Districts.

FINANCIAL REVIEW

In terms of presentation and content the year’s Financial Statements have been affected by two changes
as follows:-

a) The adoption of the new Charities SORP — Accounting and Reporting by Charities (Revised
2005). Besides providing guidance on the content of the Trustees Report, the new SORP alters
the way information is presented on the face of the Statement of Financial Activity (SOFA). This
implementation has resulted in the restating of comparatives for the previous year.

b) After careful consideration and following consultation with the Auditors, it was concluded that we
do require the full implementation of Financial Reporting Standard No 17 Retirement Benefits.
TMCP have accounted for the scheme as if it were a defined contribution scheme. We have,
however, included a number of disclosures regarding the defined benefit scheme.

The Trustees for Methodist Church Purposes ended the year to 31% August 2006 with net outgoing
resources, before revaluations of investment assets, of £336,328. After adjusting for a net gain on
investments of £187,737 there was a net movement in funds of (£148,591). As highlighted in “note 4” the
exceptional contribution to the deficit in the Pension Scheme, charged to the accounts as a one off this
year, was £303,000. In addition, there was another exceptional item of expenditure of £12,503, and
exceptional items of expenditure therefore totalled £315,503.

The Management Charge for year end 31% August 2006 was 0.155% and this remains the same for the
following year.

Staff and administration costs remained in line with budget and included an agreed contribution to the
Methodist Council in respect of Personnel and Administration support.
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Reserves Policy

The Board'’s policy is to use the income (£89,450 during this year) from the Administration Fund together
with an annual allocation of capital to contribute towards the cost to Managing Trustees of the operation of
the Board's responsibilities. The Board also reviews the level of capital in the administration fund annually
and makes a judgment as to the level below which it should not fall in case the Board is called upon to
meet unforeseen obligations as part of its Custodian Trusteeship responsibilities.

Investment Policy

The Board has agreed investment objectives for each of the trusts for which it is Full Trustee and reviews
annually the criteria for the investment of the Trustees Interest Fund in collaboration with the Central
Finance Board.

The Board adopted an Ethical Investing Policy on 19" May 2004 which applies to the Full Trusts for which
it has Managing Trustee responsibility. The investment policy for trusts of which TMCP is solely
custodian, is in the hands of Managing Trustees.

Risk Assessment Management

The Board, through the Executive, regularly reviews the risks to which its operation is subject and
maintains appropriate arrangements to mitigate those risks. The primary risks are loss of premises, loss
of data, loss of key staff and fraud. A full statement of the Risk Management policy is available on
request.

Accounting and Reporting Responsibilities

Law applicable to churches in England and Wales requires the Board to prepare financial statements for
each financial year, which give a true and fair view of its financial activities during the year and of its
financial position at the end of the year. In preparing the financial statements, the Trustees should follow
best practice and:

select suitable accounting policies and then apply them consistently;
make judgments and estimates that are reasonable and prudent;

state whether applicable accounting standards and the Statement of Recommended Practice
2005, Accounting and Reporting by Charities have been followed;

prepare the financial statements on the going concern basis unless it is inappropriate to presume
that activities will continue.

The Board are responsible for keeping proper accounting records which disclose with reasonable
accuracy the financial position of The Trustees for Methodist Church Purposes and which, in order to
adhere to good practice, will enable them to ensure that the financial statements comply with the Charities
Act 1993. They are also responsible for taking reasonable steps to safeguard the assets of the
organisation and to prevent and detect fraud and other irregularities.

Approved by the Board on: 14™ February 2007  and signed on its behalf by:

—
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INDEPENDENT AUDITOR’'S REPORT TO THE BOARD

We have audited the financial statements of the Trustees for Methodist Church Purposes for the year
ended 31* August 2006 on pages 8 to 17 which comprise the Statement of Financial Activities, the
Balance Sheet and notes 1 to 14. These financial statements have been prepared under the historical
cost convention, as modified by the revaluation of investments, and the accounting policies set out therein.

This report is made solely to the Board, as a body. Our audit work has been undertaken so that we might
state to the Board those matters we are required to state to them in an auditor’s report and for no other
purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the Board as a body, for our audit work, for this report or for the opinions we have formed.

Respective responsibilities of the Board and Auditors

The Board is required by law to keep accounts of the assets and liabilities of each Trust fund and of its
income and expenditure; and to prepare Annual Financial Statements and cause them to be audited.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with applicable law. We also report to you if, in our opinion, the Board'’s
report is not consistent with the financial statements, if the Board has not kept proper accounting records,
or if we have not received all the information and explanations we require for our audit.

We read other information contained in the Board Report, and consider whether it is consistent with the
audited financial statements. We consider the implications for our report if we become aware of any
apparent misstatements or material inconsistencies with the financial statements. Our responsibilities do
not extend to any other information.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by
the Auditing Practices Board. An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures in the financial statements. It also includes an assessment of the significant
estimates and judgements made by the Board in the preparation of the financial statements, and of
whether the accounting policies are appropriate to the organisation’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary in order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from material misstatement, whether caused by fraud or other irregularities
or error. In forming an opinion we also evaluated the overall adequacy of the presentation of information
in the financial statements.
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Trustees for Methodist Church Purposes

Independent Auditors’ Report to the Board (continued)

Opinion

In our opinion:-
the financial statements give a true and fair view in accordance with United Kingdom Generally
Accepted Accounting Practice of the state of the Board's affairs as at 31* August 2006 and of its
incoming resources and resources expended for the year then ended and have been properly
prepared; and

the information in the Board Report is consistent with the financial statements.

Custodian Trustees
In our opinion the investments referred to in note 1, detailed in certificates as at 31 August 2006 and

circulated to the Managing Trustees, were in existence at that date and the income received has been
accounted for to the respective Managing Trustees and listed on these statements.

@/QQ\,QI” el S d\{?‘\

St George’s House BEEVER & STRUTHERS
215/219 Chester Road Chartered Accountants
Manchester Registered Auditors
M15 4JE

Dated: 14™ February 2007
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Statement of Financial Activities
For the Year Ended 31°' August 2006

Unrestricted Unrestricted
Funds Funds
2006 2005
Restated
Note £ £
Incoming Resources
Incoming resources from generated funds
Voluntary Income - 20,186
Investment Income 89,450 84,045
Incoming resources from charitable activities 3 333,096 310,569
Total Incoming Resources
422,546 414,800
Resources Expended
Charitable Activities 4 746,550 390,793
Governance Costs 5 12,324 16,253
Total Resources Expended 758,874 407,046
Net (outgoing) / incoming resources (336,328) 7,754
Other Recognised Gains and Losses
Gains on investment assets 7 187,737 278,015
Net movement in funds 10 (148,591) 285,769
Reconciliation of Funds
Fund balances brought forward at 1 September 2,540,636 2,254,867
Fund balances carried forward 31* August 10 2,392,045 2,540,636

The above results all relate to continuing operations.

All recognised gains and losses are included in this statement.

The notes on pages 10 - 17 form an integral part of these accounts.
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Balance Sheet as at
31°" August 2006

Fixed Assets

Tangible fixed assets
Investments

Total Fixed Assets

Current Assets

Debtors and prepayments
Cash in hand and at bank

Total current assets
Liabilities:

Creditors: Amounts falling due within one
year

Net Current (Liabilities)/Assets
Net Assets

The Funds of the Charity
Unrestricted income funds

Total Charity Funds

Approved by the Board on: 14 February 2007 and signed on its behalf by:

The notes on pages 10 - 17 form an integral part of these accounts.

Note

~N O

10

2006
£

3,276

2,566,861

2,570,137

12,685

124,120

136,805

(314,897)

(178,092)

2,392,045

2,392,045

2,392,045
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2005

7,522

2,249,499

2,257,021

6,729

285,907

292,636

(9,021)

283,615

2,540,636

2,540,636

2,540,636
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Notes to the Accounts
For the Year Ended 31°" August 2006

1. Trustees for Methodist Church Purposes (The Board)

These accounts reflect only the state of affairs and income and expenditure of the Board
in relation to its own direct affairs. The Board also acts as either trustees or custodian
trustees of a substantial number of trusts.

These accounts do not include investments of some £240 million (2005: £220 million) at
market value held by the Board in its capacity as trustees or custodian trustees. Of the
£240 million, approximately £3 million is in the form of trusts over which the Board has full
discretion in accordance with the objects of the Trust.

2. Statement of Accounting Policies

().

(b).

(c).

(d).

(€).

Accounting convention

The financial statements have been prepared under the historical cost convention as
modified by the revaluation of investments described in 2 (e). Although the Board is
not legally bound to comply with charity legislation, it chooses to accept the
Statement of Recommended Practice — Accounting and Reporting by Charities
(SORP 2005) issued in March 2005 in recognition of good practice.

As this is the first year of adoption of the SORP 2005, the comparative figures for the
year ended 31 March 2005 have been restated where necessary in order to comply
with the requirements of the new SORP. This had no effect on the net incoming
resources for 2005.

Cash flow statement

The Board is similar to a small company and in accordance with FRS1 has not
prepared a cash flow statement.

Tangible Fixed assets
Fixed assets purchased in the year have been capitalised.

Depreciation on assets in use has been provided at rates calculated to write down
their cost or valuation to their residual values over the period of their estimated useful
economic lives.

The principal rates of depreciation used during the year are as follows:

Fixtures and Fittings 20% on straight line basis
Computer 20% on straight line basis
Taxation

The Trustees for Methodist Church Purposes is exempt from Income and
Corporation Tax because of its charitable status.

Investments

Investments are stated at the market value provided by the Central Finance Board of
the Methodist Church. The net gains on the revaluation of the investments are
shown in note 7a.
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Notes to the Accounts
For the Year Ended 31°' August 2006

2.

Statement of Accounting Policies (Continued)

(). Incoming Resources

Voluntary income, including donations, gifts and legacies, are recognised where
there is entitlement, certainty of receipt and the amount can be measured with
sufficient reliability.

Dividends received from the Central Finance Board are recorded on a cash
basis.

Interest from investments is recognised on an accruals basis.

The management charge represents amounts invoiced in the year, exclusive of
Value Added Tax.

(9). Resources Expended
Expenditure is recognised when a liability is incurred.

Charitable activities include the direct costs of the Board's activities, for example,
wages and salary costs for staff employed by the Board and direct costs and
support costs.

Governance costs include those incurred in the governance of the charity and its
assets and are primarily associated with constitutional and statutory requirements
and include internal and external audit and trustees’ expenses.

All amounts are stated net of Value Added Tax.

(h). Pension Costs

The Board is a participating employer of the Pension and Assurance Scheme for Lay
Employees of the Methodist Church, which is a multi-employer, defined benefit
scheme for lay employees. Asitis not possible to identify the share of the underlying
assets and liabilities of the scheme attributable to the Trustees for Methodist Church
Purposes on a consistent and reasonable basis, it is accounted for as a defined
contribution scheme. Accordingly, contributions payable to this scheme are charged
to the statement of financial activities in the period to which they relate.

Incoming Resources from Charitable activities 2006 2005
Restated
£ £
Management Charge 290,325 268,679
Methodist Council Contribution 40,399 40,608
Legal income and recovery of bank charges 2,372 1,282

333,096 310,569
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Notes to the Accounts
For the Year Ended 31°' August 2006

Charitable Activities 2006 2005
Restated
£ £ £ £

Wages and Salaries 255,621 245,067
Social Security Costs 23,371 24,603
Pension Costs 39,541 41,668
Contribution to Pension Scheme deficit (note 303,000 -
4a):-

621,533 311,338
Insurances 2,412 2,573
Subscriptions and Publications 3,179 1,906
Computer Expenses 27,183 19,970
Depreciation 5,050 5,271
Bank charges 4,139 5,507
Printing, Postage and Stationery 16,501 11,368
Telephone 1,768 1,528
Staff Training, Welfare & Travel 2,000 1,971
Payroll, personnel and other services 32,329 16,207
Recruitment 3,666 -
Contribution to Client Trusts (note 4b) 12,503 439
Accommodation expenses 14,424 11,732
Loss on Disposal of Fixed Assets 160 -
Sundry Expenses (297) 983

746,550 390,793
Average number of employees (all administration) 11 11

There are no employees with emoluments above £60,000.

Exceptional Iltems

4a. Pension Scheme Deficit

4b.

In July 2006 the Board agreed to make a contribution to the deficit in the Pension and Assurance
Scheme for the Lay Employees of the Methodist Church totalling £303,000. This amount was
paid on 1 September 2006 and is included in creditors at the year end (note 9). This contribution
was determined by calculating the past service liability for TMCP. The past service liabilities
attributed to TMCP made up 3.5% of the total liabilities of the Scheme. Accordingly 3.5% of the
total assets of the Scheme were notionally allocated to TMCP for the purposes of determining the
share of the past service deficit. The total past service deficit in the Scheme at 31 August 2005
was £8,657,000.

Contribution to Client Trusts

In previous years there was a shortfall between the total amounts due to the client trusts and the
actual cash holdings held on their behalf. The Board agreed to make a contribution from its own
cash holdings to clear the shortfall.
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Notes to the Accounts
For the Year Ended 31°" August 2006

5. Net movement in funds for the year

Net movement in funds for the year is stated after charging:-

Depreciation

Governance Costs
Trustees Expenses (note 13)
Professional and Legal fees
Auditors Remuneration:
In their capacity as external auditors
Charges for other services:
Internal Audit
Other Services

6. Tangible Fixed Assets

Cost

At 1% September 2005
Assets no longer in use
Disposals

At 31% August 2006

Depreciation

At 1% September 2005
Assets no longer in use
Disposals

Charge for year

At 31° August 2006

Net Book Values
At 31° August 2006

At 31% August 2005

Page 13
2006 2005

Restated

£ £
5,050 5,271
1,099 088
260 255
5,240 5,035
5,050 9,575
675 400
12,324 16,253

Fixtures &
Fittings Computer Total
£ £ £
73,235 120,994 194,229

(60,534) (69,716) (130,250)
- (2,682) (2,682)
12,701 48,596 61,297
68,594 118,113 186,707
(61,651) (69,716) (131,367)
- (2,369) (2,369)
2,798 2,252 5,050
9,741 48,280 58,021
2,960 316 3,276
4,641 2,881 7,522
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Notes to the Accounts
For the Year Ended 31°" August 2006

7. Investments

(@). Movement on Investments

Market value 1% September
Additions
Disposals

Transfer to the deposit account
Net Investment gains

Market value at 31 August

(b). Analysis of Investments

2006
£
2,249,499

662,921
(433,296)
(100,000)

187,737

2,566,861
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2005
£
2,051,699

125,438
(105,653)
(100,000)

278,015

2,249,499

Market value is that provided by the Central Finance Board of the Methodist Church.

Central Finance Board

Trustees Interest Fund
Managed Mixed Fund
Overseas Investment Fund
Managed Fixed Interest
UK Equity Fund

Short Fixed Interest Fund
Property Investment Fund

8. Debtors

Prepayments and debtors
VAT

9. Creditors

Trade creditors
Accruals
Contribution to Pension Scheme Deficit (note 4a)

2006
Market
Value
£

537,803
19
233,885

1,341,951
343,231

109,972

2,566,861

2006
£

6,866

5,819

12,685

2006
£

5,553
6,344

303,000

314,897

2005
Market
Value

£

148,052

211,974
81
1,536,994
352,398

2,249,499

2005

4,300

2,429

6,729

2005

2,900
6,121

9,021
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Notes to the Accounts
For the Year Ended 31°" August 2006

10. Unrestricted - Administration Fund

11.

12.

2006 2005
£ £
Accumulated fund at 1% September 2,540,636 2,254,867
Net movement in funds (148,591) 285,769
At 31% August 2,392,045 2,540,636

Unrestricted Funds

All funds are unrestricted. That is, they are expendable at the discretion of the Board in
furtherance of the objects of the Trust.

Pension Costs

The Board is a participating employer of the Pension and Assurance Scheme for Lay
Employees of the Methodist Church, which is a multi-employer, defined benefit scheme
for lay employees.

The assets of the pension scheme are held separately from those of the Trustees for
Methodist Church Purposes in independently administered funds.

The actuaries are of the opinion that it is not possible to identify on a consistent and
reasonable basis, the share of the underlying assets and liabilities of the scheme
attributable to the Trustees for Methodist Church Purposes. As such, itis accounted for
as a defined contribution scheme under FRS17. Accordingly, the FRS 17 pension
disclosures are limited to the information set out below.

FRS17 Disclosures

A valuation for the purposes of this disclosure was carried out at 31 August 2006 by an
independent actuary. The major assumptions used by the actuary were:-

2006 2005
% %
Rate of increase in salaries 4.6 4.3
Rate of increase in pension payments 2.3/3.1/5.0 1.8/2.7/5.0
Discount rate 5.0 4.9

Inflation rate assumed 3.1 2.8
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Notes to the Accounts
For the Year Ended 31°' August 2006

12.

13.

Pension Costs (continued)

The assets in the scheme and the expected rate of return were:-

Long term rate of return Value at 31 August 2006
Expected at 31 August 2006
% £ million
Equities 8.25 13.5
Bonds 4.40 7.3
Others 4.75 3.6
Property 7.25 213
Total _6.6 25.5

The following amounts at 31 August 2006 were measured in accordance with the
requirements of FRS17.

£ million
Total market value of assets 25.5
Present value of scheme liabilities (26.8)
Net Pension (Liability) (1.3)

The Lay Employees’ Pension Scheme operated by the Methodist Church is a defined
benefit scheme. However, the Board is not the only participating employer in the scheme
and it is unable to determine its share of the underlying assets and liabilities on a
consistent and reasonable basis. Approximately 3.8% of the active membership of the
scheme are employees of the Board.

The total employer contributions paid to the scheme during the year were £9.666m
(2005: £1.028m), of which the Board’s contributions totalled £33,330 (2005: £35,233).

A full actuarial valuation of the scheme was carried out at 1 September 2005 by an
independent actuary. The valuation disclosed a past service deficit of £8.2m. Lump sum
payments are due to be made to the scheme by 31 January 2007 in order to eliminate
this deficit. The actuary accordingly recommended a contribution rate of 18.1% of
pensionable earnings for the employers with 7% of pensionable earnings from members,
which is intended to meet the cost of benefits accruing to members from 1 September
2006.

Transactions with Members of the Board and Connected Persons

Under the requirements of Accounting by Charities - Statement of Recommended
Practice, it is necessary to disclose details of certain transactions with members and
connected persons.

2006 2005 2006 2005
Nature of transaction £ £ No No

Travel expenses re-imbursed 1,099 988 13 14
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Notes to the Accounts
For the Year Ended 31°' August 2006

14.

Landfill Grants

Page 17

During the year, as part of the Board’'s custodian responsibilities, the following

transactions took place with regard to landfill grants:

2006 2005 2006
Nature of transaction £ £ No
Grants received 681,200 673,503 30
Grants paid 663,123 652,784 38

These amounts are not included in these financial statements.

2005
No

58
72



