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Basic Information
	Contact Name and Details
	Gareth Powell powellg@methodistchurch.org.uk 020 7467 5140

	Status of Paper
	Final

	Action Required
	Decision

	Draft Resolution
	Resolution 1


The Methodist Council approves the proposed treatment for the 

trust for sale.

Resolution 2 
 

(i) Use for a Youth Centre or to permit activities for 

children and young people.  

The Council agrees to the principle of sales at an undervalue, exceptionally, and when fulfilling the mission purposes of the Church: each case to be considered on its own merits.

(ii) Use as a school or other educational establishment

The Council agrees to the principle of sales at an undervalue, exceptionally, where the proposals entail Christian involvement or oversight – each case to be considered on its own merits.

(iii) Housing Associations

The Council agrees that should an application be received for a sale to a Housing Association, at an undervalue, such a case would be considered on the terms specified.
Resolution 3


The Council concludes that leases of Methodist property under 
the MT20 provisions would not be considered for the reasons 
stated in the report.

Resolution 4

The Council concludes that licences of Methodist property 
under the MT20 provisions would not be considered.



	Alternative Options to Consider, if Any
	None


Summary of Content

	Subject and Aims


	To provide a response to Memorial 31(2009) by which the Conference directed the Council to carry out a review of policy relating to Model Trust 20 and in particular the sale of Methodist property to other denominations at an undervalue.

	Main Points


	SUMMARY OF POLICY

NOW

NEW POLICY

Sales to another denomination for Christian worship

Yes

Yes

Trust for sale

Yes

Yes

Youth Centres

No

Yes

Schools

No

Yes

Housing Associations

No

Yes

Leases

No

No

Licences

No

No

Manses, houses, other uses

No

No



	Background Context 
	Memorial 31(2009)

	Consultations


	TMCP, Pothecary, Witham Weld (Connexional Solicitor) 


Summary of Impact 

	Financial
	Sale at an undervalue necessarily results in the loss of income from a property, however this has to be balanced against the importance of disposal which can both aid the mission of the Church and save costs over a longer term. 

	Legal 
	Sale at an undervalue is already permitted, under certain circumstances, as set out in MT20. MT27 does not permit for any amendment to MT20, however there is scope for amending the policy.

	Wider Connexional
	To provide some flexibility within the parameters of MT 20 and greater clarity on what is permissible.

	Risk
	Some loss of sale income.


Model Trust 20 Policy Review
Memorial M31to the 2009 Conference prompted Conference to ask the Methodist Council to carry out a review of its current policy.

The wording of the Memorial, and the Conference reply, was as follows:-

M31 Sale of Methodist Property to other Denominations 

The Grimsby and Cleethorpes (17/5) Circuit Meeting (Present: 51. Voting: unanimous) expresses its gratitude that Model Trust 20 permits the sale of Methodist property to other denominations at an undervalue, on appropriate occasions and under strict conditions. 

The Circuit recognises that such sales should always remain exceptional. 

However, it considers that the present criteria are in some respects too restrictive in the present mission context. Now that the Methodist Church can no longer do everything or be present everywhere, we believe that it would be appropriate to be more ecumenically generous in these matters. In particular, it would be helpful if Managing Trustees were able to consider such sales in situations where they would allow the continuance of Christian worship and witness when the Methodist Church no longer has the human resources to do this. The current expectation that the selling and buying congregations will have a prior relationship with each other is a particular hindrance in this regard. The Circuit therefore requests the Conference to direct the Methodist Council to reconsider the criteria under which a Model Trust 20 application for sale at an undervalue might be approved, in the light of the changing context of mission in Britain today. 

Reply 

The Conference notes the concern of the Grimsby and Cleethorpes Circuit Meeting and acknowledges that there is an important balance to be struck between the requirement for a flexible approach to mission, and protection of Methodist Church assets held under the Model Trusts. 

The Conference wishes to ensure that such sales remain the exception, but does not wish to discourage worthwhile applications from being submitted for consideration. Although it notes that it is not the case that the current expectation is that the selling and buying congregations will have a prior relationship, it refers the memorial to the Methodist Council in order to review the current policy and report to the Conference in 2010. 

A first report, to the April 2010 Council, proposed some process changes including a user-friendly application form and some initial policy proposals, all of which the Council approved.

There is a desire and intention to ensure sales at an undervalue remain the exception to the rule and an acknowledgment that increasing volume of sales may result in a slightly higher number of MT20 applications.  The policy change effected at the April 2010 Council was to clarify that an existing relationship with the purchasing denomination is not essential but that the church concerned must be a part of the same community as the Methodist charity and its doctrine must be such that Methodist purposes are not compromised.

This first report also recommended that there should be further exploration of policy and on trust wording on:-

(1) 
Trust for Sale 

(2) 
Extending undervalue applications to sales (other than for public worship) for other Methodist purposes, and to other disposals.

Some further exploration has now taken place between members of the Legal Issues Group and Law & Polity with the following outcomes. 
 (1)
TRUST FOR SALE

1.1  The 1994 Counsel’s Opinion dealt with two issues under Model Trust 20 (1); the transfer of Methodist property at nil consideration, and the sale of Methodist property at less than market value, commonly referred to as a sale at an undervalue.  (The focus of the Memorial, and of this paper, is sales at an undervalue.) 

1.2  The Opinion concentrated on sales where the property would be used for public (Christian) worship. Counsel’s advice was that any such sale for those purposes would, in effect, be for a Methodist purpose in the terms of MT20. Counsel advised that such a sale should be on terms that the sale is:

 “Upon trust for the continued use of the [chapel] for Christian worship but if at any time such use is discontinued then upon” (in effect) continuing trusts for a purpose of the Methodist Church. 

1.3  In practice, in the case of a transfer at nil consideration, the terms of the continuing trust would see the property revert to the ownership of the Methodist Church. 

1.4  In the case of a transfer at some consideration, but for less than the market value (sales at an undervalue) the Methodist Church’s continued interest would be in the proceeds of sale of the property, so the continued trust would provide that the property be sold (by the recipient denomination), and the (net) proceeds divided between that denomination and the Methodist Church in agreed shares.


1.5  It is considered that the approach recommended by Counsel for dealing with transfers at nil consideration could cause problems to arise in the context of MT 14(2A) (see below). It may be better in all instances to adopt the approach recommended by Counsel for sales at an undervalue.


1.6  The effect of this trust for sale is to ensure the Methodist trustees retain a beneficial interest in the property so that any undervalue element would be returned to those trustees once the trust ceased i.e. the property was no longer required for public worship.


1.7  In effect, the Methodist trustees were deferring that portion during the term the trust took effect.

1.8  It is proposed that any such sale should proceed in the normal way, so that the Managing Trustees ensure their compliance with the requirements of section 36 of the Charities Act 1993. The valuation report which the Managing Trustees obtain for those purposes will be essential to establish the extent to which the sale is a sale at an undervalue. It will also enable there to be a “commercial” negotiation on behalf of the Managing Trustees and the acquiring denomination to fix the proportions into which the sale proceeds are to be divided as and when the initial trust comes to an end.

Resolution 1

The Methodist Council approves the proposed treatment for the trust for sale.
 (2)
SALES


2.1  The present policy approved by the Methodist Council in 2005 permits a sale of Methodist property under the provisions of MT20 – at an undervalue – and in accordance with certain criteria agreed in general terms by the Council.


2.2  Where a sale under these provisions is proposed the appropriate Connexional authority  makes an appropriate recommendation to the Secretary of Conference who may then approve or decline on behalf of the Council.


2.3  The policy group therefore considered whether sales for other Methodist purposes should be allowed.  They agreed that any sales under MT20 for other purposes should also be exceptional and that every case should be considered on its own merits and subject to the revised criteria agreed by the April 2010 Methodist Council.


2.4  The policy group, noting that the further Counsel’s Opinion confirmed that sales under MT20 could be for other Methodist purposes (than for public worship), felt the options should be widened to take account of certain other Methodist purposes, though not all.


(i)
Use for a youth centre or to permit activities for children and young people



Model Trust 13(c) makes these activities a Methodist purpose, and at a time when the number of children and young people attending church, junior church, youth groups etc. has declined very significantly, it does seem appropriate to encourage and support such activities if the Methodist building is to be sold and another organisation plans to support such work.  The group felt that any such sale must be seen to be fulfilling the mission purposes of the Church and so would be most likely to involve some measure of Christian involvement.


(ii)
Use as a School or other educational establishment



Model Trust 13(e) allows such activities, which are a Methodist purpose.



Education has been a pillar of Methodist policy and provision for generations, and the group considered that sales for such purposes should be considered possible if on the right terms.  Again, it was felt there should be some Christian involvement or oversight.


(iii)
Housing Associations



SO 935 permits a disposition of model trust property to a Housing Association under MT20(1).


The Methodist Council must satisfy itself that the purposes of the Housing Association are wholly charitable and that the Association is subsidiary or ancillary to the Church.

In recent years, since the Council’s review of its policy in 2005, there have been no applications for a sale at an undervalue to a Housing Association, though the possibility still exists of such a sale under Standing Orders and MT20(1).

Should any application be received, the Council, through its officers, should pay particular attention to the 1994 Counsel’s Opinion, paragraphs 1-37, and to SO 935.

(Please see in particular SO935(1) which refers to the furtherance of ecumenical work or activity.)

Resolution 2 
 
(i) Use for a Youth Centre or to permit activities for children and young people  

The Council agrees to the principle of sales at an undervalue, exceptionally, and when fulfilling the mission purposes of the Church: each case to be considered on its own merits.
(ii)
Use as a school or other educational establishment

The Council agrees to the principle of sales at an undervalue, exceptionally, where the proposals entail Christian involvement or oversight – each case to be considered on its own merits.

(iii)
Housing Associations

The Council agrees that should an application be received for a sale to a Housing Association, at an undervalue, such a case would be considered on the terms specified.

 (3)
LEASES


3.1  Large numbers of leases are effected every year and while a lease is defined as a disposal in the terms and provisions of Model Trust 20 and so is legally permissible, the group felt that to open the policy to leases at an undervalue could prove almost unworkable in view of the high volume of applications likely to be received.


3.2  A further argument against opening up the policy to cover leases is that in circumstances where a church is unable to afford to purchase at full value the trustees may be able to buy at an undervalue, thus obviating the need to consider a lease in some situations.  In doing so, they may be able to negotiate certain trusts which ensure they will, in due course, recompense the selling trustees for any undervalue. 

3.3  It is noted that this policy also avoids the restrictions imposed by MT 14, in particular MT 14(2A), which prevent property the subject of a lease being used by the tenant for religious worship.


3.4  It is also the view of the group that legal officers at TMCP have not seen a high demand for leases at an undervalue and so, perhaps, none are necessary, at this time.

Resolution 3

The Council concludes that leases of Methodist property under the MT20
provisions would not be considered for the reasons stated in the report.
(4)
LICENCES


4.1  Model Trust 16(c) gives managing trustees wide powers to licence the whole or any part of their property for such period and such reasonable payment as they see fit.


4.2  Thus, while licences are also disposals under the provisions of MT20 the group sees no reason to include them in any wider policy criteria for use under MT20.


4.3  In practice, many licences already exist at an undervalue.

Resolution 4

The Council concludes that licences of Methodist property under the MT20
provisions would not be considered.
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