
Report &
Financial Statements

For the year ended 31 August 2019

Methodist Ministers' Pension Scheme

Pension Scheme Registry No: 10029514



METHODIST MINISTERS' PENSION SCHEME

CONTENTS Page

TRUSTEE'S REPORT ..........1

CHAI R'S DEFI NED CONTRI BUTION GOVERNANCE STATEMENT 6

INDEPENDENT AUDITOR'S REPORT 46

INDEPENDENT AUDITOR'S STATEMENT ABOUT CONTRIBUTIONS 48

FUND ACCOUNT 49

STATEMENT OF NET ASSETS 50

NOTES TO THE FINANCIAL STATEMENTS 51

ACTUARIAL CERTIFICATE 63

HELP AND ADVICE. 64



METHODIST MINISTERS' PENSION SCHEME

TRUSTEE'S REPORT

FOR THE YEAR ENDED 31 AUGUST 2019

THE TRUSTEE AND DIRECTORS

The Trustee submits its report and audited financial statements of the Methodist Ministers' Pension

Scheme ("the Scheme") for the year ended 31 August 2019.

The Trustee of the Scheme is the Methodist Ministers' Pension Trust Limited ("the Trustee Company"),

which was formed in 1992 for the sole purpose of providing trustee services to the Scheme. The power of

appointing and removing the Trustee is vested in the Methodist Conference.

The Trustee Board of the Scheme ("the Board") noted that there are certain matters which are of common

interest both to themselves and to the Trustee Board of the Pension and Assurance Scheme for Lay

Employees of the Methodist Church ('PASLEMC") and that there are some common members of the two

Trustee Boards. ln order to facilitate the effective management of the Trustee Boards it has been resolved

that the two Trustee Boards align discussions of any such joint matters as the Board and the PASLEMC

Board jointly agree. lt was further resolved that from September 2019 any joint matters being discussed in

their proceedings should consider each Scheme independently and be recorded in the minutes of each

Board.

There are ten directors of the Trustee Company appointed in accordance with Article 35 of the Articles of

Association. The Directors meet on a quarterly basis to consider the management of the Scheme. There

are six Church Directors nominated by the Methodist Council and approved by the Conference. One of

the Directors is an lndependent Trustee, namely Capital Cranfield Pension Trustees Limited who is
represented by Ms lngrid Kirby. One third of the Church Directors retire by rotation each year and are

eligible for reappointment. There are four Member-Nominated Directors who serve for three years, all of

whom retire at the end of their term but who can stand for re-election. Michael Giles retired on 31 August

2019 and Eleanor Smith was appointed to serve for a three year period commencing 1 September 2019.

DEFINED CONTRIBUTION AND CHARGES STATEMENT

The Occupational Pension Schemes (Scheme Administration) Regulations 1996 require trustees of

schemes providing defined contribution benefits, other than those provided solely in relation to Additional

Voluntary Contribution (AVC) arrangements, to prepare an annual statement regarding its scheme's

governance which must be included in trustees'annual reports.

The Methodist Ministers' Pension Scheme is predominantly a defined benefit scheme. However, the

Methodist Conference introduced a Long Service Award to provide additional benefits for ministers who

had achieved 25 or more years Pensionable Service during the period 1 September 2003 to 31 August

2006. This Long Service Award was funded by additional contributions made by the relevant Churches,

which were invested in the same way as any AVCs held in the Scheme by the Trustee, awarding ministers

a number of units proportionate to the service completed. Leading Counsel's opinion was obtained in

September 2019 and it confirmed that contrary to the Trustee's previous understanding that the Long

Service Award was a transferred-in AVC, the Long Service Award is a money purchase benefit and hence

the governance requirements imposed by legislation apply. Having considered the position and taken

advice, the Trustee has prepared a Chair's Statement for the Scheme in relation to the Long Service Award

which is set out on pages 6 to 32 and includes the Statement of lnvestment Principles.
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METHODIST MINISTERS' PENSION SCHEME

TRUSTEE'S REPORT (continued)

SPONSORING EMPLOYER

The sponsoring employer for the Scheme is the Conference of the Methodist Church. The Conference is

situated at Methodist Church House, 25 Marylebone Road, London, NWl sJR.

CONTACT FOR ENQUIRIES

Scheme administration is carried out by the pensions team of the Methodist Church. Any enquiries either

about the Scheme generally or about a member's entitlement to benefits should be addressed to the

Pensions Manager at Methodist Church House, 25 Marylebone Road, London, NWI sJR, or emailed to
pensionshelp@methodistchurch.org.uk.

SCHEME CONSTITUTION AND MANAGEMENT

The Scheme was established by the Conference Resolution of 1947 whereby the Supernumerary Ministers'

and Ministers'Widows' Fund was renamed the Ministers' Retirement Fund. ln accordance with the approval
given by Conference in 1994 the name of the Scheme was then changed to the Methodist Ministers'

Pension Scheme.

The Scheme is an occupational pension scheme set up under trust to provide retirement benefits of a
defined benefit nature for Ministers of the Methodist Church. The Rules dated 1 September 2014 govern

the Scheme, with subsequent resolutions made on 2 March 2017 and 1 September 2018. The Resolution

dated 2 March 2017 resolved to use the Consumer Prices lndex to calculate the annual increase to
pensions in payment from 1 September 2018 onwards and the Resolution dated 1 September 2018 added

a rule to allow payment of trivial commutation lump sums.

The Scheme is a registered scheme in accordance with section 153 of the Finance Act 2004. The Trustee

knows of no reason why this registration may be prejudiced or withdrawn.

Responsibility for setting the investment strategy and for managing the Scheme rests with the Trustee. The
persons who acted as directors to the Trustee Company during the year are listed on page 2.The Directors

meet quarterly and decisions are passed on a simple majority of those voting.

The Trustee, in conjunction with the PASLEMC, has set up a Joint lnvestment Committee to fully consider

the investment issues which affect both Schemes and who report back to the Trustee Board. The Joint

lnvestment Committee meets at least once a quarter.

The Trustee has appointed professional advisers and other organisations to support it in delivering the
Scheme's objectives. These individuals and organisations are listed on page 2. The Trustee has written

agreements in place with each of them.
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METHODIST MINISTERS' PENSION SCHEME

TRUSTEE'S REPORT (continued)

FINANCIAL STATEMENTS AND DEVELOPMENTS OF THE SGHEME

The annual financial statements of the Scheme are set out on pages 49 to 62. The financial statements

have been prepared and audited in accordance with regulations made under Sections 41(1) and (6) of the

Pensions Act 1995.

As a result of net withdrawals from the Scheme from dealings with members of f9,382,677 (2018:

87,016,746') and a net return on investments, including revaluation, of f38,019,965 (2018:€25,020,084),

the Scheme now has a value of €515,989,358 (2018: 8487,352,07O't.

Membership

At 31 August 2019 there were 1,301 (2018: 1,339)active members,293 (2018: 303) deferred pensioners,

2,669 (2018: 2,639) pensioners and 7 (2018: 8) children's pensions.

Pension increases

The Rules of the Scheme provide for increases to pensions in payment to take account of inflation, subject

to a cap of:

5o/o pa for pensions accrued before 1 September 2006

2.5o/o pa for pensions accrued from 1 September 2006

There is no history of discretionary increases and over the last three years, pension increases have been

paid within the limits stated above.

Following a decision taken by the 2016 Conference, pension increases for Scheme pensions are to be

based on the Consumer Price lndex ("CPl") measure of inflation. The Scheme awards pension increases

annually each 1 September and increases are calculated in line with the January CPl.

The increases applied as at 1 September 2019 were as follows:

lncreases to pensions paid in respect of money purchase Additional Voluntary Contributions (AVCs)
depend on the conversion terms dependant on the date of retirement as follows:

AVC pensions which commenced payment before 1 September 2006 are increased in line with the

Retail Prices lndex (RPl), capped atSo/o;

AVC pensions which commenced payment between 1 September 2006 and 31 August 2018

increased in line with RPl, capped al2.5o/o; and

AVC pensions which commenced payment on or after 1 September 2018 are increased in line with

CPl, capped al2.5o/o.

a

O

a

a
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Pensions in relation to service lncrease awarded

Prior to 1 September 2006 1.8o/o (2018:3.0%)

From 1 September 2006 1.8o/o (2018:2.5Vo)



METHODIST MINISTERS' PENSION SCHEME

TRUSTEE'S REPORT (continued)

Hence the increases applied to AVC pensions as at 1 September 2019 were as follows:

AVC pensions in payment lncrease awarded
Prior to 1 September 2006 2.50/o
From 1 September 2006 and before 1 Seotember 2018 25%
From 1 September2019 1.Bo/o

Deferred pension increases

With regard to deferred pensions, the Scheme provides a guaranteed increase of not less than the
revaluation percentage specified by the Secretary of State in accordance with paragraph 2(1) of Schedule
3 to the Pension Schemes Act 1993 applicable over the period from the date on which the member left
pensionable service up to Normal Pension Date. As agreed by the Trustee in March 2011, the index used
to determine the revaluation percentage is linked to the Consumer Price lndex ("CPl") and therefore,
statutory increases were awarded to deferred pensions over the year to 31 August 2019.

Transfers out of the Scheme

Transfer values paid during the year in respect of transfers to other pension schemes were cash
equivalents calculated and paid in the manner prescribed by the Scheme Actuary in accordance with the
Pension Schemes Act 1993. The Trustee, with the advice of the Actuary, has decided to make no allowance
for discretionary pension increases in the calculation of transfer values. No transfers were reduced to less

than their cash equivalent value.
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METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT

'1, lntroduction

The Methodist Ministers' Pension Scheme (the "Scheme") is a defined benefit scheme which provides

limited defined contribution ('DC') benefits in the form of a Long Service Award ("LSA') in respect of certain

ministers' membership of the Methodist Ministers' Pension Scheme during the period 2003 to 2006.

Governance requirements apply to schemes that hold DC benefits to help members achieve a good

outcome from their pension savings. The Trustee is required to produce a yearly statement (which is signed

by the Chair of Trustee) to describe how these governance requirements have been met in relation to:

the investment options in which members can invest (including the default arrangement);

the requirements for processing financial transactions;

the charges and transaction costs borne by members;

an illustration of the cumulative effect of these costs and charges;

a'value for members' assessment; and

Trustee knowledge and understanding.

This Statement covers the governance requirements that apply to the DC benefits provided by the Scheme

for the period from 31 August 2018 to 31 August 2019.

2. lnvestment options

The LSA is not used as a 'qualifying scheme' (as defined) for auto-enrolment. Following advice from the

Scheme's legal advisor, Burges Salmon, it has been established that the LSA does not have a default

arrangement as defined by legislation. The Trustee is not therefore required to provide a statement on the

LSA's default investment strategy, or details of any review of the default strategy as part of this Statement.

Details of the Trustee's policies regarding the investment strategies can be found in the Scheme's

'Statement of lnvestment Principles' ("SlP'), which is appended to this Statement.

The Scheme offers access to two lifestyle strategies (named the Default Lifestyle Strategy and The

Alternative Lifestyle Strategy) for both the LSA and its AVC funds which are each comprised of five

underlying 'Epworth'funds (see below)- as noted above these strategies do not meet the legal definition

of a default arrangement for reporting purposes. ln addition, the Scheme also has a legacy AVC With

Profits arrangement which was offered to members who joined the Scheme before 2006. This is open to

contributors who joined prior to 2006, but closed to new contributors. The Scheme's investments are

managed by Epworth lnvestment Management (part of the Central Finance Board of the Methodist

Church). These options have been selected based on the Trustee's understanding of the demographics of

the Scheme's membership. The Trustee is responsible for investment governance, which includes setting

and monitoring the investments.

6



METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT (continued)

The LSA is invested in the same way as the Scheme's AVC funds. The Trustee reviews the AVC funds'
investment performance (after charges) and their continued appropriateness for the membership annually.

A full review of the AVC arrangements is carried out triennially. The last full review of the AVC arrangements

was carried out on 15 May 2019. The review concluded that the underlying funds which make up the
lifestyle strategies had delivered positive returns broadly in line with those of their respective benchmark

returns over the 1, 3 and S-year periods reviewed.

3. Requirements for processing core financial transactions

Processing core financial transactions (such as the investment of contributions, dealing with transfers in

and out of the Scheme, and payments to members/beneficiaries) is carried out by the Methodist Church's
in-house Pensions Team ("Pensions Team"), which is the Scheme's administrator.

The Pensions Team has confirmed to the Trustee that there are adequate internal controls to ensure that
core financial transactions relating to the Scheme are processed promptly and accurately, for example:

all work (including any financial transactions) is checked and / or monitored by senior Pensions

Team staff members before being issued;

regular training is provided to members of the Pensions Team to ensure that they are up to date

with any key processes. For example, the Pensions Team has confirmed that training is carried

out on an ongoing basis as tasks demand. The Church has an induction programme which is
followed in addition to in-team training and development. Each member of staff is allocated a

mentor who shadows their work and provides guidance. Regular meetings are held on a one-to-

one basis to ensure work allocation is distributed evenly, hence productivity is efficiently and

accurately delivered.

a ln the event that any initial calculations need revision, these are identified at the peer review stage

and are dealt with immediately before the transaction is completed. The Pensions Team have

implemented a number of checklists to ensure each step relevant to that task is followed and each

variation is considered, where relevant or not.

The Trustee receives bi-annual reports about the Pension Team's performance; any project work
undertaken; compliance with Service Level Agreements (SLA ie breach reporting) and updates on key

activities in respect of the period covered. The Trustee has 1-21 working days SLAs covering the accuracy
and timeliness of all core financial transactions. The Pensions Team has confirmed that the majority of
SLAs have substantially been met over the Scheme year.

Using information provided by the Pensions Team, which has been reviewed by the auditors, the Trustee

is satisfied that over the period covered by this Statement:

There has been only one material administration error in relation to processing core financial
transactions, which has been addressed. An investigation is undenruay with the view to rectify the error
and compensate accordingly; and

Otherwise, all core financial transactions have been processed promptly and accurately.

a

a

a

a
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METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT (continued)

4. Member-borne charges and transaction costs

The Trustee is required to set out the on-going charges incurred by members in this Statement. These are

annual fund management charges plus any additionalfund expenses, such as custody costs, but excluding

transaction costs, known as the total expense ratio ("TER'). The TER is paid by the members and is

reflected in the unit price of the funds. The stated charges exclude the administration costs since members

incur an additional 1olo charge on contributions to cover these costs.

The Trustee is also required to disclose transaction cost figures separately. ln the context of this Statement,

the transaction costs shown are those incurred when the Scheme's fund managers buy and sell assets

within investment funds and any costs incurred when members invest in and switch between funds. The

transaction costs are borne by members.

The charges and transaction costs have been supplied by Epworth lnvestment Management. When

preparing this section of the Statement the Trustee has taken account of the relevant statutory guidance.

Due to the way in which transaction costs have been calculated it is possible for figures to be negative;

since transaction costs are unlikely to be negative over the long term the Trustee has shown any negative

figure as zero.

4.1. Defaultarrangement

As mentioned above, following advice obtained from the Scheme's legaladvisor, the Trustee can confirm

that the LSA does not have a default arrangement as defined by legislation. The level of charges for each

fund and the transaction costs over the period covered by this Statement are set out in the following

table.

Fund charges and transaction costs

Source: TERs and transaction costs have been supplied by the Pensions Team and Epworth lnvestment

Management.

8

CFB UK Eouitv Fund 0.58o/o O.17o/o

0.73o/o 0.05%CFB Overseas Fund

0.29o/o O.51o/oCFB Corporate Bond Fund

o.110/o 0.150/oCFB lnflation Linked Fund

NitCFB Deoosit Fund 0.24o/o

N/A NilCFB With Profits Fund
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METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT (continued)

4.2. lllustration of charges and transaction costs

The following table sets out an illustration of the impact of charges and transaction costs on the projection

of an example Scheme member's pension savings.

The "before costs" figures represent the savings projection assuming an investment return with no

deduction of member-borne fees (i.e. the TER) or transaction costs. The "after costs" figures

represent the savings projection using the same assumed investment return, but after deducting

member-borne fees and an allowance for transaction costs.

a

a

a

a

Notes
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The transaction cost figures used in the illustration are those provided by the manager over the past

year, subject to a floor of zero (so the illustration does not assume a negative cost over the long term).

The illustration is shown for the With Profits Fund since this is the fund with the most members

invested in (open to contributors who joined prior to 2006, but closed to new contributors), as well as

four of the funds in which the lifestyle strategies invest.

The four funds shown in the illustration are:

The fund with the highest before costs expected return - CFB UK Equity Fund.
The fund with the lowest before costs expected return - CFB Deposit Fund.

The fund with highest annual member borne costs - CFB Gorporate Fund.

The fund with lowest annual member borne costs - CFB lnflation Linked Fund (has the

second lowest charges but has been used because the CFB Deposit Fund has been used

in the lowest expected return illustration).

tn

o

a

a

a
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m
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a

a

Values shown are estimates and are not guaranteed. The illustration does not indicate the likely

variance and volatility in the possible outcomes from each fund. The numbers shown in the illustration

are rounded to the nearest t100 for simplicity.

Projected pension pot values are shown in today's terms, and do not need to be reduced further for
the effect of future inflation.
Annual salary growth and inflation is assumed lo be 2.5o/o. Salaries could be expected to increase

above inflation. However, the projections assume salaries increase in line with inflation to allow for
prudence in the projected values.

The starting pot size used for the calculation is €11,300, which is the median pot size (as per DWP
guidance).

I
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METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT (continued)

The projection is for 30 years, being the approximate duration that the youngest scheme member (36)

has untilthey reach the scheme's Normal Pension Age.

a

a

a

o

The starting salary is assumed to be t24,900

Total contributions (employee plus employer) are assumed to be Oo/o of salary per year - the amounts

vary; thus, it is difficult to calculate the correct median contribution rates and therefore the sensible

approach is to use a 0% contribution rate for this illustration.

The projected annual returns used are as follows:

the range of investment options and strategies;

With Profits Fund:3.2o/o above inflation for the initial years and the same return will remain

similar over time;

CFB UK Equity Fund 4.0% above inflation;

CFB Deposit Fund 0.5% below inflation;

CFB Corporate Fund 1.8% above inflation; and

CFB Inflation Linked Fund 0.5% above inflation.

No allowance for active management has been made.

Source of data: in-house Pensions team and Epworth lnvestment Management.

5. Value for members'assessment

The Trustee is required to assess the extent to which member-borne charges and transaction costs

represent good value for members. There is no legal definition of 'good value' which means that

determining this is subjective. The general policy of the Trustee in relation to value for member

considerations is set out below.

The Trustee notes that value for money does not necessarily mean the lowest fee, and the overall quality

of the service received has also been considered in the high-level assessment carried out on 15 May 2019.

This took account of the Pensions Regulator's Code of Practice No.13 (Governance and administration of

occupational trust-based schemes providing money purchase benefits). The assessment included a review

of the member-borne charges (including transaction costs where available), with the aim of ensuring that

members are obtaining value for money given the circumstances of the Scheme. The Trustee's investment

adviser has confirmed that the fund charges remain competitive for the types of fund available to members.

The Trustee's assessment also included a review of the performance of the Scheme's investment funds

(after all charges) in the context of their investment objectives. The returns on the investment funds

underlying the lifestyle strategies during the period covered by this statement have been consistent with

their stated investment objectives.

The Trustee also considers the other benefits members receive from the Scheme, which include

the oversight and governance provided by the Trustee, which ensures the Scheme is compliant with

relevant legislation. Regular meetings are held to monitor the Scheme and address any material

issues that may impact members;

o

a

o

a

a

o

o

a

o
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METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT (continued)

the quality of communications delivered to members;

an investment strategy that invests the Scheme's assets, where possible, according to a social,
environmental and ethical stance consistent with the aims of the Methodist Church. Epworth
lnvestment Management was appointed to achieve this aim. The Trustee believes that this stance is
consistent with the views of the majority of the membership and will not be financially detrimental to
the Scheme. The Scheme's ethical bias is consistent with the beliefs of the majority of the
membership;

the quality of support services such as the Scheme website where members can access fund
information online; and

the efficiency of administration processes and the extent to which the administrator met or exceeded
its service level standards for the Scheme year.

As detailed in the earlier section covering processing of financial transactions, the Trustee is comfortable
with the quality and efficiency of the administration processes.

Overall, the Trustee believes that members of the Scheme are receiving good value for money for the
charges and costs that they incur. The Trustee aims to improve this in future by taking the following steps:

consider carrying out a more in-depth Value for Members assessment of the Scheme in order to
assess the schemes against other schemes in the industry;

consult the membership to establish whether there is an appetite for additional investment options;
and

continue to monitor the administration of the LSA and AVC benefits on an ongoing basis.

The Trustee believes the transaction costs provide value for members as the ability to transact forms an
integral part of the investment approaches, and we expect this to lead to greater investment returns net of
fees over time.

6. Trustee knowledge and understanding

The Scheme's Trustee is required to maintain appropriate levels of knowledge and understanding to run

the Scheme effectively. The Trustee has measures in place to comply with the legal and regulatory
requirements regarding knowledge and understanding of relevant matters, including investment, pension

and trust law. Details of how the knowledge and understanding requirements have been met during the
period covered by this Statement are set out below.

o

o
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METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT (continued)

The Trustee, with the help of its advisers, regularly considers training requirements to identify any

knowledge gaps. The Trustee's investment advisers proactively raise any changes in governance

requirements and other relevant matters as they become aware of them. The Trustee's advisers typically

deliver training on such matters at Trustee meetings if they are material. Separately, the Trustee also

receives relevant quarterly legislative bulletins from its investment advisor, LCP, to help it keep abreast of

updates in the DC industry. During the period covered by this Statement, the Trustee received relevant

training on the following topics, relating to DC schemes:

lmpact investing, setting investment strategies; SIP requirements and setting an ESG policy (14

June 2019); and

Cyber Security (14 June 2019);

ln addition, the Trustee is familiar with and has access to copies of the current Scheme governing

documentation, including the Trust Deed & Rules (together with any amendments), Scheme policies and

the SlP. The Trustee refers to the Trust Deed and Rules as part of considering and deciding to make any

changes to the Scheme, and the SIP is formally reviewed annually (or as part of making any change to the

Scheme's investments). The Trustee is aware of its responsibilities and undertakes ongoing training to

ensure it remains up-to-date with pensions law and regulation. The Trustee also understands its powers

as set out in the Scheme's Trust Deed & Rules. The Trustee believes it has sufficient knowledge and

understanding of the law relating to pensions and trusts and of the relevant principles relating to the funding

and investment of occupational pension schemes to fulfil their duties.

The Scheme has in place a structured induction process for new trustees. For example, newly enrolled

Trustee's must complete TPR's Trustee Toolkit (the Trustee Toolkit is a free online learning programme

from the Pensions Regulator aimed at trustees of occupational pension schemes and designed to help

trustees meetthe minimum level of knowledge and understanding required by law) as part of their induction.

The Trustee undertakes regular training (typically every quarter) and the Trustee directors attend a Trustee

training day in June each year. All training is recorded in the training register. A training log is maintained

in line with best practice and the training programme is reviewed annually to ensure it is up to date. A
questionnaire is used to carry out an annual evaluation of the Trustee's knowledge and to help to identify

training needs. The Trustee also carries out an annual evaluation of the performance and effectiveness of

the Trustee Board as a whole as measured against the objectives of the Scheme's business plan.

Additionally, the Scheme has an appointed lndependent Trustee, Capital Cranfield Pension Trustees

Limited, (currently represented by lngrid Kirby) as Chair of Trustee. She is an investment specialist with 30

years' experience. lngrid has direct experience of managing funds and in-depth and diverse investment

expertise for setting investment strategies. lngrid has a collaborative leadership style which boosts the

confidence of the Trustee Board and the effectiveness of its decision-making to achieve the best outcomes

for members. There is also an lnvestment Committee, which oversees investment aspects of the Scheme.

The Committee meets quarterly and receives relevant training from the Trustee's investment adviser, LCP.

The Committee also monitors the investment performance of the funds in the Scheme.

Taking into account the knowledge and experience of the Trustee with the specialist advice (both in writing

and whilst attending meetings) received from the appointed professional advisors (eg investment

consultants, legal advisors), the Trustee believes it is well placed to exercise its functions as Trustee of the

Scheme properly and effectively.

a

a
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METHODIST MINISTERS' PENSION SCHEME

CHAIR'S DEFINED CONTRIBUTION GOVERNANCE STATEMENT (continued)

7. Relevantmulti-employerschemes

The Trustee has recently received legal advice confirming that the Scheme is a relevant multi-employer
scheme within the meaning of Regulation 1 of the Occupational Pension Schemes (Scheme

Administration) Regulations 1996 (the "Scheme Administration Regulations"), having previously been

advised that the Scheme was a single employer scheme. Nevertheless, the Trustee complies with the
additional requirements for relevant multi-employer schemes, set out in Regulation 26 of the Scheme
Adm inistration Regulations.

The Trustee Board has ten Trustee Directors and in the 12 month period ending on 31 August 2019, seven
of the ten Trustee Directors (including the Chair) were non-affiliated being:

Stuart Bell

Andrew Paul

MichaelGiles
Capital Cranfield Pension Trustees Limited (Chair)

Ruth Edmundson

John lllsley

Andrew Gibbs

None of the Trustee Directors are directors, managers, partners or employees of the Pensions Team (which
provides administration services to the Scheme) or Epworth lnvestment Management (part of the Central
Finance Board of the Methodist Church) which provides investment management services to the Scheme
or any other Scheme service provider or any of their subsidiaries (nor have they held such positions in the
five years prior to their appointment as Trustee Directors). None of the Trustee Directors have received
any payment or benefit from the Pensions Team (or any other Scheme service provider) other than the
payment received by Capital Cranfield Pension Trustees Limited for performing its role on the Trustee
Board which is then recharged as an expense of the Scheme. During the last Scheme year, three Trustee

directors were appointed following an open and transparent process. Ruth Edmundson and John lllsley
were appointed following a member nominated director nomination and selection process. Andrew Gibbs
was appointed following an advertisement placed on the website of the Methodist Church and in the
Methodist Recorder seeking to recruit suitable candidates.

Members and their representatives have various opportunities to make their views on matters relating to
the Scheme known to the Trustee. ln particular, the Pensions Team conducts pre-retirement seminars for
members looking to retire at least three times a year. These are organised by the Methodist Church and at

the end of each seminar, attendees are asked to compete a feedback form to comment on each speaker,
each presentation given and to give any additional comments. ln those forms, members do offer comments
on the services offered by the Pensions Team, including the pre-retirement seminars and one-to-one
surgeries.

Due to the size, nature and demographic of the Scheme membership, a range of different channels are
available to members should they wish to share their views with the Trustee including the channels
mentioned above. They may contact the Trustee via the contact details (phone number, email and postal

address) in the annual report to members and the summary funding statement, copies of which appear on

the Methodist Ministers Pension Scheme website page. Members may also give comments or feedback
when in contact with the Pensions Team. The presence of a number of member-nominated trustees on the

13
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Trustee Board is also'helpful-to obtain-feedback from-members'.-The-Trustee will-also-proaotively seek

feedback on matters relating to the Scheme in the next annual report to members.

th
nh 4 7,aU

Slgned on behalf of the Trustee by the Chalr of Truetee of the Methodlst Mlnlsters Fenslon Scheme
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Statement of lnvestment Principles for the Methodist Ministers' Pension Scheme

'l . lntroduction

This Statement of lnvestment Principles ("SlP') sets out the policy of the Methodist Ministers' Pension Trust Limited

("the Trustee") on various matters governing decisions about the investments of the Methodist Ministers' Pension

Scheme ("the Scheme"), a scheme with a defined benefit section ("DB Section") and a defined contribution section
("DC Section"), including its policy in relation to choosing investments as required by section 36 of the Pensions Act

1995 ("the Act"). This SIP replaces the previous SIP dated 23 September 2019.

The SIP is designed to meet the requirements of Section 35 (as amended) of the Act, the Occupational Pension

Schemes (lnvestment) Regulations 2005 (as amended), and the Occupational Pension Schemes (Charges and

Governance) Regulations 2015 ('OPSCGR 2015) (as amended).

This SIP has been prepared after obtaining and considering written professional advice from LCP, the Scheme's

investment adviser, whom the Trustee believes to be suitably qualified by its ability in and practical experience of
financial mafters and to have the appropriate knowledge and experience of the management of the investments of
schemes such as the Scheme. The advice takes into account the suitability of investments including the need for
diversification, given the circumstances of the Scheme, and the principles contained in this SlP. The Trustee has

consulted with the relevant employer in producing this SlP.

The Trustee will review this SIP from time to time and, with the help of its advisers, will amend it as appropriate.

These reviews will take place as soon as practicable after any significant change in investment policy, and at least

once every three years.

Appendix 1 sets out details of the respective key responsibilities of the Trustee, investment advisers and

investment managers. lt also contains a description of the basis of remuneration of the investment adviser and

the investment managers.

Appendix 2 sets out the Trustee's policy towards risk appetite, capacity, measurement and management.

Appendix 3 sets out the Scheme's investment manager arrangements.

2. lnvestmentobjectives

The Trustee's primary objective for the DB Section is to ensure that the Scheme should be able to meet benefit

payments as they fall due. A secondary objective for the DB Section is that the Scheme should be fully funded (ie

the asset value should be at least equal to the value of its liabilities). The Trustee is aware that there are various

measures of funding, and has given due weight to those considered most relevant to the Scheme.

The Trustee's investment objective is to maximise the return on the Scheme's assets whilst managing and

maintaining investment risk at an appropriate level, and taking into account the primary objective.

The Trustee's primary objective for the DC Section is to provide members with access to an appropriate range of
investment options, reflecting the membership profile of the DC Section and the variety of ways that members can

draw their benefits in retirement. Since the closure of the DC Section to new contributions occurred in 2006, the

Scheme does not have a default arrangement, as defined in OPSCGR 2015.

a
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3. lnvestment strategy

The Trustee's policy in relation to the kinds of investments to be held and the balance between different kinds of

investment is set out below, for the DB and DC Sections.

3.1. DB investment strategy

The Trustee, with the help of written advice from its advisers and in consultation with the employer, reviewed

the investment strategy over the course of 2015 and early 2016, taking into account the objectives described in

Section 2 above.

The result of the review was that the Trustee agreed that the investment strategy of the Scheme should be

based on the allocation below.

UK equities

Overseas equities

UK property

Totalgrowth portfolio

Corporate bonds

lnflation linked bonds

Liability Driven lnvestment ('LDl')

Cash

Total defensive portfolio

Total

42.0

14.0

10.0

66.0

17.0

5.2

8.4

3.4

34.0

r00.0

The Trustee monitors the overall asset allocation. Details of any benchmark allocations to which the investment

managers have been instructed to manage their portfolios are set out in Appendix 3. lf material deviations from

the strategic allocation occur the Trustee will consider with its advisers whether it is appropriate to rebalance the

assets, taking into account factors such as market conditions and anticipated future cash flows.

The Trustee currently targets an interest rate hedging level of 56% and an inffation hedging level of 5070 (both

measured on a Technical Provisions basis).

3.2. DC investment arrangements

The DC Section of the Scheme is solely made up of long service contributions which were awarded between

2003 and 2006, to members who had attained the milestone of 25 years' service, and is known as the 'Long

Service Award'. Contributions to fund the Long Service Award ceased in 2006.

The Trustee has made available two lifestyle arrangements (ie anangements which automatically combines

investments in proportions that vary according to the time to a membe/s retirement age). These options have

been selected based on the Trustee's understanding of the demographics of the Scheme's membership.

ffiEFFGTI|IEFF
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the Default Lifestyle Strategy uses the Epworth UK equity, overseas equity, corporate bond, inflation linked

and deposit funds and targets 100o/o cash at retirement. This is not a default arrangement as defined in

OPSCGR 2015 - it is named the Default Lifestyle Strategy because it is also the default option for the

investment of AVC contributions; and

the Alternative Lifestyle Strategy, invests in the same set of funds, excluding the deposit fund. lt targets

100% bonds at retirement and was designed for members who do not wish to take a lump sum at

retirement.

Each member is responsible for speciffing which lifestyle strategy their holdings are invested in, having regard

to their attitude to the risks involved and their intentions at retirement. The available strategies are designed to

offer reasonable options for the majority of the members based on the demographics of the Scheme's

membership.

The Trustee will review performance of the DC Section on a regular basis.

4. Considerations made in determining the investment arrangements

When deciding how to invest the Scheme's assets, the Trustee considers a number of risks, including, but not limited

to, those set out in Appendix 2. Some of these risks are more quantifiable than others, but the Trustee has tried to

allow for the relative importance and magnitude of each risk.

The Trustee considered a wide range of asset classes, and the expected retums and risks associated with those

asset classes. The key financial assumption made by the Trustee, after discussions with its investment adviser, in

determining the investment anangements is that equity-type investments will, over the long term, outperform gilts by

4.5o/o pa. The other key assumptions for expected returns above gilts are as follows:

UK equities

Overseas equities

UK property

Corporate bonds

Dynamic LDI

4.5

4.5

3.0

l.l
t.0

ln setting the strategy the Trustee also took into account:

. That the assets of the Scheme must be invested in the best interests of its members and beneficiaries and, in

the case of a potential conflict of interests, in the sole interests of members and beneficiaries;

. Regulation 4 of the Occupational Pension Schemes (lnvestment) Regulations 2005 (as amended);

. the circumstances of the Scheme, including the profile of the benefit cash flows, the funding level, and the

strength ofthe sponsor covenant;

. the risks, rewards and suitability of a number of possible asset classes and investment strategies and whether

the return expected for taking any given investment risk is considered sufficient given the risk being taken;

o any other considerations which the Trustee considers financially material over the time horizon that the Trustee

considers is needed for the funding of future benefits by the investments of the Scheme;

. the Trustee's investment beliefs about how investment markets work, and which factors are most likely to

impact investment outcomes; and

. the need for appropriate diversification between different asset classes.

ruryEtl!+llltltq
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ln determining the investment arrangements for the DC Section, the Trustee considered:

the best interests of all members and beneficiaries;

the profile of the membership and what this is likely to mean for the choices members might make upon

reaching retirement;

the risks, rewards and suitability of a number of possible asset classes and lifestyle strategies and whether the

return expected for taking any given investment risk is considered sufficient given the risk being taken;

the need for appropriate diversification within the available options to ensure that, for each such option, both

the overall level of investment risk and the balance of individual asset risks are appropriate;

any other considerations which the Trustee considers financially material over the periods until members'

retirement, or any other timeframe which the Trustee believes to be appropriate; and

the Trustee's investment beliefs about investment markets and which factors are most likely to impact

investment outcomes.

The Trustee's key investment beliefs, which influenced the setting of the investment arrangements, are as follows:

o asset allocation is the primary driver of long-term retums;

. risk-taking is necessary to achieve return, but not all risks are rewarded;

o eQuitv, credit and illiquidity are the primary rewarded risks;

r risks that do not have an expected reward should generally be avoided, hedged or diversified;

. investment markets are not always efficient and there may be opportunities for good active managers to add

value;

. environmental, social and governance (ESG) factors (including climate change and ethics) may be an area of

market inefficiency and so managers may be able to improve risk-adjusted returns by taking account of ESG

factors. The Trustee's beliefs about ESG factors are covered in more depth in its Responsible lnvestment

policy document;

. long-term environmental, social and economic sustainability is one factor that trustees should consider when

making investment decisions; and

' costs have a significant impact on long-term performance and therefore obtaining value for money from the

investments is important.

5. lmplementation of the investment arrangements

The Trustee's policy for complying with the requirements of Section 36 of the Act is set out below.

Before investing in any manner, the Trustee obtains and considers proper written advice from its investment adviser

on the question of whether the investment is satisfactory, having regard to the need for suitable and appropriately

diversifi ed investments.

During the retention of any investment, the Trustee regularly considers at what intervals the circumstances and

nature of the investment make it desirable to obtain such advice from its investment adviser, and obtains and

considers such advice accordingly.

Details of the investment managers are set out in Appendix 3.

18



METHODIST MINISTERS' PENSION SCHEME

ln respect of the DC Section, Epworth lnvestment Management Limited ("Epworth"), one of the Scheme's investment

managers, makes available a range of investment options to members. As such, there is a direct relationship

between the Scheme and the underlying investment managers of the DC investment funds. The Scheme's DC

arrangements are administered in-house. The in-house Pensions Team is responsible for administering the regular

switches as part of the lifestyle investment approach. Any administration errors in this area could have material

financial implications for members so the Trustee should ensure that this is being carried out correctly.

The Trustee has signed agreements with the investment managers setting out in detail the terms on which the

portfolios are to be managed and investment powers delegated. The investment managers' primary role is the day-

to-day investment management of the Scheme's investments. The managers are either authorised or (where

applicable) not required to be authorised under the Financial Services and Markets Act 2000 (as amended) to carry

out such activities.

The Trustee has limited influence over managers' investment practices because all of the Scheme's assets are held

in pooled funds, but it encourages its managers to improve their practices where appropriate.

The Trustee's view is that the fees paid to the investment managers, and the possibility of their mandate being

terminated, ensure they are incentivised to provide a high quality service that meets the stated objectives, guidelines

and restrictions of the fund. However, in practice managers cannot fully align their strategy and decisions to the

(potentially conflicting) policies of all their pooled fund investors in relation to strategy, long-term performance of

debUequity issuers, engagement and portfolio tumover.

It is the Trustee's responsibility to ensure that the managers' investment approaches are consistent with its policies

before any new appointment, and to monitor and to consider terminating any existing arrangements that appear to be

investing contrary to those policies. The Trustee expects investment managers, where appropriate, to make

decisions based on assessments of the longer term financial and non-financial performance of debUequity issuers,

and to engage with issuers to improve their performance. lt assesses this when selecting and monitoring managers.

The Trustee evaluates investment manager performance by considering performance over both shorter and longer-

term periods as available. Except in closed-ended funds where the duration of the investment is determined by the

fund's terms, the duration of a manager's appointment will depend on strategic considerations and the outlook for

future performance. The Trustee's policy is not to fix the duration of any mandate in advance, instead it aims to

monitor managers on an ongoing basis based on performance and other key indicators (including but not limited to

the views of their advisers). lf serious concems arise termination of the mandate will be considered. Generally, the

Trustee would be unlikely to terminate a mandate on short-term performance grounds alone.

The Trustee's policy is to evaluate each of its investment managers by reference to the manager's individual

performance as well the role it plays in helping the Scheme meet its overall long-term objectives, taking account of

risk, the need for diversification and liquidity. Each manage/s remuneration, and the value for money it provides, is

assessed in light of these considerations.

The Trustee recognises that portfolio turnover and associated transaction costs are a necessary part of investment

management and that the impact of portfolio tumover costs is reflected in performance figures provided by the

investment managers. The Trustee expects its investment consultant to incorporate portfolio tumover and resulting

transaction costs as appropriate in its advice on the Scheme's investment mandates, to enable it to factor such costs

into its decisions.
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6. Realisation of investments

The investment managers have discretion over the timing of realisation of investments of the Scheme within the

portfolios that they manage, and in considerations relating to the liquidity of investments. When appropriate, the

Trustee, on the administrators' recommendation, decides on the amount of cash required for benelit payments and

other outgoings and informs the investment managers of any liquidity requirements.

7. Financially material considerations and non-financial matters

The Trustee has considered how environmental, social, governance ("ESG") and ethical factors should be taken into

account in the selection, retention and realisation of investments, given the time horizon of the Scheme and its

members. The Trustee recognises that it has an important influence on the Scheme's approach to ESG, ethics, and

other financially material considerations through its investment strategy and manager selection decisions. The

Trustee has formulated a Responsible lnvestment Policy which describes its approach in this area in more detail,

with key elements summarised here. The Trustee believes that this Policy is consistent with the views of members

and will not be financially detrimental to the Scheme.

The Trustee expects its investment managers to take account of financially material considerations (including climate

change and other ESG considerations) as an integral part of their investment processes. The Trustee seeks to

appoint managers that have appropriate skills and processes to do this, and regularly reviews how its managers are

taking account of these issues in practice.

The Trustee also takes into account some non-financial matters (ie matters relating to the ethical and other views of

members and beneficiaries, rather than considerations of financial risk and retum) in the selection, retention and

realisation of investments,

The Trustee believes that Scheme members would support action in respect of these non-financial factors and does

not expect taking account of these factors to pose a risk of material financial detriment to the assets of the Scheme.

Where exposure is deemed material, assets exposed to the following non-financial factors are excluded:

Nuclear weapons

a Cluster munitions

Where exposure is deemed material, the following non-financial factors are considered strong grounds for exclusion

from investment:

a Alcohol

r Tobacco

Gambling

Pornography

Arms and firms supplying military and security services

a
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Where exposure is material, the following non-financial factors are considered grounds for engagement and possible

exclusion:

Human rights (including caste discrimination)

Children's issues

Farm animal welfare

Health and nutrition within the food and beverages industry

Prison management

Violence in media

lssues related to lsrael & Palestine

However, responsibility for the selection of individual assets is delegated to the Scheme's investment managers and

the Trustee accepts that it may not be possible to lind investment funds for all asset classes which take into account

all factors which the Trustee consider important, or which exclude all investments which the Trustee would prefer to

avoid. ln this situation the Trustee adopts a pragmatic approach, seeking to find investment funds in which the

allocations to such holdings are not material - with analysis being conducted before any new investment. The

Trustee has limited influence over managers' investment practices, other than Epworth, in this area but it encourages

its managers to improve their practices where appropriate.

8. Exercise of investment rights

The Trustee has examined how rights, including voting rights, attached to investments should be exercised. The

Trustee recognises its responsibilities as an owner of capital, and believes that good stewardship practices, including

monitoring and engaging with investee companies, and exercising voting rights attaching to investments, protect and

enhance the long{erm value of investments. The Trustee has delegated to its investment managers the exercise of

rights attaching to investments, including voting rights, and engagement with issuers of debt and equity and other

relevant persons about relevant matters such as performance, strategy, capital structure, management of actual or

potential conflicts of interest, risks and ESG considerations.

The Trustee does not generally monitor or engage directly with issuers or other holders of debt or equity. lt expects

the investment managers to exercise ownership rights and undertake monitoring and engagement in line with the

managers' general policies on stewardship, as provided to the Trustee from time to time, considering the long-term

financial interests of the beneficiaries. The Trustee will consider such policies from which it will determine whether

circumstances require them to monitor or engage with investment managers or other holders of debt or equity. The

Trustee understands these reflect the recommendations of the UK Stewardship Code issued by the Financial

Reporting Council. The Trustee is supportive of the recommendations made by the UK Stewardship Code and

expects its investment managers to comply with the principles of the UK Stewardship Code (or to explain any non-

compliance).

All of the Scheme's publicly-held shares are managed by Epworth, and the Trustee is able to engage with Epworth

on its voting policies should it have a strong view on a particular issue. The Trustee is able to engage with Epworth

via the Joint lnvestment Committee at quarterly Joint lnvestment Commiftee meetings, or via digital or wriften

correspondence with Epworth. The Trustee cannot usually directly influence the policies of the Scheme's other

investment managers.
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Resp ottsibilities, decision-making and fees
Appendix 1

The Trustee has decided on the following division of responsibilities and decision-making for the Scheme. This

division is based upon the Trustee's understanding of the various legal requirements placed upon it, and its view that

this division allows for the efficient operation of the Scheme overall, with access to an appropriate level of expert

advice and service. The Trustee's investment powers are set out within the Scheme's governing documentation.

2. Trustee

ln broad terms, the Trustee is responsible in respect of investment mafters for:

. developing a mutual understanding of investment and risk issues with the employer;

' setting the investment strategy, in consultation with the employer;

. formulating a policy in relation to financially material considerations, such as those relating to ESG

considerations (including but not limited to climate change);

. likewise formulating a policy in relation to non-financial matters;

c reviewing the investment policy as part of any review of the investment strategy;

. setting the policy for rebalancing between asset classes;

. sefting a policy on the exercise of rights (including voting rights) and undertaking engagement activities in

respect of the investments;

c putting effective governance arrangements in place and documenting these arrangements in a suitable form;

. appointing and reviewing the performance of (and, when necessary, dismissing) investment managers,

investment advisers, actuary and other service providers;

o monitoring the exercise of the investment powers that they have delegated to the investment managers and

monitoring compliance with Section 36 of the Act;

. formulating a policy on socially responsible investment issues;

o communicating with members as appropriate on investment matters, such as the Trustee's assessment of its

effectiveness as a decision-making body, the policies regarding responsible ownership and how such

responsibilities have been discharged;

c reviewing the content of this SIP from time to time and modifying it if deemed appropriate; and

, consulting with the employer when reviewing the SlP.

The Trustee has delegated consideration of certain investment matters to the Joint lnvestment Committee, the role of
which is to advise the Trustee on investment matters. Any decisions remain the responsibility of the Trustee.

3. DC provider (Epworth)

The DC provider, Epworth, will be responsible for:

o providing access to the two lifestyle strategies managed by Epworth; and

o providing the Trustee with regular information concerning the management and performance of the assets.

4. lnvestment managers

ln broad terms, the investment managers will be responsible for:
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Appendix I (contd)

managing the portfolios of assets according to their stated objectives, and within the guidelines and restrictions

set out in their respective investment manager agreements and/or other relevant governing documentation;

taking account of financially material considerations (including climate change and other ESG considerations)

as appropriate when managing the portfolios of assets;

exercising rights (including voting rights) attaching to investments and undertaking engagement activities in

respect of investments;

providing the Trustee with regular information concerning the management and performance of their respective

portfolios;and

having regard to the provisions of Section 36 of the Act insofar as it is necessary to do so.

The custodians of the portfolios (whether there is a direct relationship between the custodian and the Trustee or not)

are responsible for safe keeping of the assets and facilitating all transactions within the portfolios.

5. lnvestment adviser

ln broad terms, the investment adviser will be responsible, in respect of investment matters, as requested by the

Trustee, for:

within the DB Section, advising on how material changes within the Scheme's benefits, membership, and

funding position may affect the manner in which the assets should be invested and the asset allocation policy;

within the DC Section, advising on a suitable range of investment options for the Scheme, and how material

changes to legislation or within the Scheme's benefits and membership may impact this;

advising on the selection, and review, of the investment managers, incorporating its assessment of the nature

and effectiveness of the managers' approaches to financially material considerations (including climate change

and other ESG considerations); and

participating with the Trustee in reviews of this SlP.

6. Fee structures

The Trustee recognises that the provision of investment management and advisory services to the Scheme results in

a range of charges to be met, directly or indirectly, by deduction from the Scheme's assets.

The Trustee has agreed Terms of Business with the Scheme's investment advisers, under which work undertaken is

charged for by an agreed fixed fee or on a "time-cost" basis.

The investment managers receive fees calculated by reference to the market value of assets under management.

The fee rates are believed to be consistent with the managers' general terms for institutional clients and are

considered by the Trustee to be reasonable when compared with those of other similar providers.

The fee structure used in each case has been selected with regard to existing custom and practice, and the Trustee's

view as to the most appropriate arrangements for the Scheme. However, the Trustee will consider revising any given

structure if and when it is considered appropriate to do so.
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Appendlx 1 (contd)

7. Performanceassessment

The Trustee is satisfied, taking into account the external expertise available, that there are sufficient resources to

support its investment responsibilities. The Trustee believes that it has sufficient expertise and appropriate training

to carry out its role effectively.

It is the Trustee's policy to assess the performance of the Scheme's investments, investment providers and

professionaladvisers from time to time. The Joint lnvestment Committee reviews the performance of the Scheme's

investment managers regularly based on reports received from the investment managers and its investment adviser.

See Section 5 of the SlP. The Trustee will also periodically assess the effectiveness of its decision-making and

investment governance processes and will decide how this may then be reported to members.

8. Working with the Scheme's employer

When reviewing matters regarding the Scheme's investment arrangements, such as the SlP, the Trustee seeks to

give due consideration to the employe/s perspective. While the requirement to consult does not mean that the

Trustee needs to reach agreement with the employer, the Trustee believes that befter outcomes will generally be

achieved if the Trustee and employer work together collaboratively.
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Policy towqt"ds rfsk Appendix 2

1. Risk appetite and risk capacity

Risk appetite is a measure of how much risk the Trustee is willing to bear within the Scheme in order to meet its

investment objectives. Taking more risk is expected to mean that those objectives can be achieved more quickly, but

it also means that there is a greater likelihood that the objectives are missed, in the absence of remedial action. Risk

capacity is a measure of the extent to which the Trustee can tolerate deviation from its long term objectives before

attainment of those objectives is seriously impaired. The Trustee aims is to strike the right balance between risk

appetite and risk capacity.

When assessing the risk appetite and risk capacig, the Trustee considered a range of qualitative and quantitative

factors, including:

the strength of the employer's covenant and how this may change in the near/medium future;

the agreed joumey plan and employer contributions;

the Scheme's long-term and shorter-term funding targets;

the Scheme's liability profile, its interest rate and inflation sensitivities, and the extent to which these are

hedged;

the Scheme's cash flow and return requirements; and

the level of expected return and expected level of risk (as measured by Value at Risk ("VaR")), now and as the

strategy evolves.

2. Approach to managing and monitoring investment risks

The Trustee considers that there are a number of different types of investment risk that are important for the

Scheme. These include, but are not limited to those set out in the following subsections. The Trustee reviews these

risks from time to time based on advice from its advisers. Where the risks are quantifiable the Trustee seeks to use

relevant tools, reports and metrics to monitor the risks from time to time. Where the risks are not quantifiable the

Trustee makes use of the judgement and experience of its advisers, investment managers and members of the

Trustee board, which together, in the view of the Trustee, have sufficient range and breadth of expertise to assess

the risks.

2.1 . Risk of inadequate returns

For the DB Section, a key objective of the Trustee is that, over the long-term, the Scheme should have

adequate assets to meet its liabilities as they fall due. The Trustee therefore invests the assets of the

Scheme to produce a sufficient long-term retum in excess of the liabilities. There is also a risk that the

performance of the Scheme's assets and liabilities diverges in certain financial and economic conditions in

the short term. This risk has been taken into account in setting the investment strategy and is monitored by

the Trustee on a regular basis.

ln the DC Section, as members' benefits are dependent on the investment returns achieved, it is important

that investment options are available which can be expected to produce adequate real retums over the

longer term. Accordingly, equity and equity-based funds, which are expected to provide positive returns

above inflation over the long term, feature in the growth phases of the lifestyle strategies. To reduce the

chance of a sharp deterioration in members' benefits close to retirement, the Trustee has made "lifestyle"

strategies available.
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Appendix 2 (contd)

2.2. Risk from lack of diversification

This is the risk that failure of a particular investment, or the general poor performance of a given investment

type, could materially adversely affect the Scheme's assets. The Trustee believes that the Scheme's DB

assets and DC strategy options are adequately diversified between different asset classes and within each

asset class. This was a key consideration when determining the Scheme's investment arrangements.

2.3. lnvestment manager risk

This is the risk that an investment manager fails to meet its investment objectives. Prior to appointing an

investment manager, the Trustee receives wriften advice from a suitably qualified individual. The Trustee

monitors the investment managers on a regular basis.

2.4. Liquidity/marketability risk

For the DB Section, this is the risk that the Scheme is unable to realise assets to meet benefit cash flows as

they fall due. The Trustee is aware of the Scheme's cash flow requirements and believes that this risk is

managed by maintaining an appropriate degree of liquidity across the Scheme's investments and by

investing in income distributing share classes where appropriate.

For the DC Section, this is the risk that core financial transactions, such as investing members'

contributions, are not processed promptly due to a lack of liquidity in the investments. All of the pooled

funds utilised within the DC Section provide adequate liquidity to accommodate the required regular pattem

of investments and disinvestments.

Risk from excessive charges

Within the DB Section, if the investment management charges are excessively high then this will mean

lower retums (after fees), a lower funding level and therefore more reliance on employer contributions.

Within the DC Section, if the investment management charges together with other charges levied on, for

example, transfers or early retirement are excessive, then the value of a membe/s account will be reduced

unnecessarily.

The Trustees assess regularly whether these charges represent good value.

Credit risk

This is the risk that one party to a financial instrument will cause a financial loss for the other party by failing

to discharge an obligation.

The Scheme is subject to credit risk because it invests in bonds via pooled funds. The Scheme is also

subject to credit risk via pooled LDI funds that make use of bonds and derivative instruments including (but

not limited to) interest rate and inflation swaps and repurchase agreements.

The Trustee manages its exposure to credit risk by only investing in pooled funds that have a diversified

exposure to different credit issuers, and predominantly invests in bonds that are classified as "investment

grade". The Trustee believes that this credit risk is suitably managed by the fund managers who regularly

review counterparties, diversifiT their exposure to them, and operate strict collateralisation procedures where

relevant.

2.5.

2.6
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2.7 Currency risk

Whilst the majority of the currency exposure of the Scheme's assets is to Sterling, the Scheme is subject to

currency risk because some of the Scheme's investments are held in overseas markets. The Trustee

considers the overseas currency exposure in the context of the overall investment strategy, and believes

that the currency exposure that exists diversifies the strategy and is appropriate.

2.8. lnterest rate and inflation risk

The Scheme's assets are subject to interest rate and inflation risk because some of the Scheme's assets

are held in bonds and interest rate swaps, via pooled funds. However, the interest rate and inflation

exposure of the Scheme's assets hedges part of the corresponding risks associated with the Scheme's

liabilities. The net effect will be to reduce the volatility of the funding level, and so the Trustee believes that

it is appropriate to have exposures to these risks in this manner.

2.9. Environmental, social and governance (ESG) risks

Environmental, social and corporate governance (ESG) factors (including climate change and ethics) are

sources of risk to the Scheme's investments which could be financially material, over both the short and

longer term. These potentially include risks relating to factors such as climate change, unsustainable

business practices, and unsound corporate governance. The Trustee seeks investment options that

address these risks and to appoint investment managers who will manage these risks appropriately on their

behalf. lt regularly reviews how these risks are being managed in practice.

2.10. Collateral adequacy risk

The Scheme is invested in leveraged Liability Driven lnvestment ("LDl") arrangements to provide protection

("hedging") against adverse changes in interest rates and inflation expectations. The LDI manager may

from time to time call for additional cash to be paid to the LDI portfolio in order to support a given level of

leverage. Collateral adequacy risk is the risk that the Trustee when requested to do so will not be able to

post additional cash to the LDI fund within the required timeframe. A potential consequence of this risk is

that the Scheme's interest rate and inflation hedging could be reduced and that the Scheme's funding level

could suffer subsequently as a result. ln order to manage this risk, the Trustee ensures that the Scheme

has a sufficient allocation to cash and other highly liquid assets which can be readily realised, so that cash

can be posted to the LDI manager at shori notice.

2.1',|. Other non-investment risks

The Trustee recognises that there are other, non-investment, risks faced by the Scheme, and takes these

into consideration as far as practical in setting the Scheme's investment arrangements.

Examples for the DB Section include:

. longevity risk (the risk that members live, on average, longer than expected); and

. sponsor covenant risk (the risk that, for whatever reason, the sponsor is unable to support the Scheme

as anticipated).

Together, the investment and non-investment risks give rise generally to funding risk. This is the risk that

the Scheme's funding position falls below what is considered an appropriate level. By understanding and

considering the key risks that contribute to funding risk, the Trustee believes that it has appropriately

addressed and is positioned to manage this general risk.
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Details of the Trustee's policy in respect of investment managers, their objectives, and investment guidelines are set

out below.

The Defined Benefit Section

1. Epworth

The Trustee has selected Epworth as the investment manager of a portfolio of holdings in UK equities, overseas

equities, corporate bonds, gilts, index-linked bonds and cash, each accessed through pooled funds. The Trustee has

signed an lnvestment Management Agreement with Epworth which outlines the nature of their relationship.

Under the lMA, Epworth is permitted to allocate to a number of pooled funds managed by the Central Finance Board

of the Methodist Church ("CFB"). The allocations within the Epworth portfolio and the benchmarks against which the

Trustee measures performance are set out in the table below.

ffi ffitittiEfiEtitt! EFrArifiiEt?t

CFB UK Equity Fund

CFB Overseas Fund

Totalgrowth assets

FTSE All Share lndex (with CFB

proprietary ethical adjustment)

FTSE AllWorld ex UK lndex

52 47-57

12-22

64-74

17

09

CFB Corporate Bond Fund

CFB Short Fixed lnterest Fund

CFB lnflation-Linked Fund

iBoxx Sterling Non Gilts lndex

Short Gilt Composite lndex

FTSE Actuaries Govt Securities All

Stocks lndex-Linked Gilts lndex

21 "t8-24

0-3

3-96

CFB Deposit Fund 1 week LIBID 4 1-7

Total defenslve assets 31 26-36

As part of their reporting Epworth also provide benchmark returns for the UK Equity Fund without an ethical

adjustment and with a traditional ethical adjustment.

All of the CFB funds above are dealt three times per month with the exception of the CFB Deposit Fund which is daily

dealing. All of the above funds are open ended and unlisted. Epworth has appointed HSBC Bank Plc as the

custodian of the Scheme's assets under their management.

ln the event that BMO calls on additional capital to support the LDI portfolio (ie a "deleveraging" event), cash will be

sourced ftom Epworth. Epworth will disinvest in a way which it deems appropriate, subject to continuing to manage

the portfolio within the stated benchmark ranges.

29



METHODIST MINISTERS' PENSION SCHEME

Appendlx 3 (contd)

2. Schroder

The Trustee has appointed Schroder Real Estate Managers (Jersey) Limited ("Schrode/') as the investment

manager for part of the Scheme's UK property holdings.

The Scheme is invested in Schrode/s Mayfair Capital Property Unit Trust ("MCPUT), for which Mayfair Capital

lnvestment Management Ltd ("Mayfair Capital") serve as investment advisors.

EGlitcitiiEEk

UK property To outperform its benchmark net of fees and to

provide a net distribution yield of 5% pa.

AREF/IPD UK Quarterly All

Balanced Property Fund lndex

The MCPUT is open ended, quarterly dealt and unlisted.

3. Threadneedle

The Trustee has appointed Columbia Threadneedle lnvestments (Threadneedle") as the investment manager for

part of the Scheme's UK property holdings.

The Scheme is invested in the Threadneedle Property Unit Trust (the "TPUT").

I:FrilditiiEtil

UK property To outperform the benchmark each year and to

be in the top quartile of net returns over rolling

three year periods.

AREF/IPD UK Quarterly All

Balanced Property Fund lndex

The TPUT is open ended, monthly dealt and unlisted.

4. BMO - Dynamic LDI

The Trustee has selected BMO Global Asset Management ("BMO") as the investment manager for the Scheme's

Dynamic LDI portfolio. The Scheme invests in BMO's range of F&C Dynamic LDI Funds.

IfitifiEriiE CErc EErilririiEtlt

Short Profile Nominal

Dynamic LDI

Short Profile Real

Dynamic LDI

To provide a hedge against nominal rate

liabilities by the use of a number of hedging

assets.

To provide a hedge against real rate

liabilities (ie nominal and inflation risks

inherent in the liabilities) by the use of a

number of hedging assets.

A typical pension fund's

liability profile as determined

by BMO

A typical pension fund's

liability profile as determined

by BMO

The BMO F&C Dynamic LDI funds are weekly dealing (additional dealing days are available at additional cost), open

ended and unlisted.
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The Defined Contribution Section

The Trustee has selected Epworth as the Scheme's money purchase DC provider. Within the DC Section, known as

the Long Service Award, the Trustees make available two lifestyle strategies to members; the Default Lifestyle

Strategy (which targets a cash lump sum at retirement) and the Alternative Lifestyle Strategy (which targets an

annuity purchase at retirement). Since the closure of the DC Section to new contributions occuned in 2006, the

Scheme does not have a default anangement, as defined in OPSCGR 2015.

Details of the two lifestyle strategies are set out below. Members are provided with information on the lifestyle

strategies and their characteristics that will allow the members to make an informed choice.

1. Lifestylestrategies

The Trustee offers members two lifestyle strategies, as set out in the charts in this section. The asset allocation for

both lifestyle strategies is the same until 10 years from retirement.

1.1 Defau lt Lifestyle Strategy

Objective: The objective of the Default Lifestyle Strategy is to generate retums significantly above inflation

whilst members are some distance from retirement, but then to switch automatically and gradually to lower

risk investments as members near retirement, on the basis that members will take the whole of their

pension savings as a cash lump sum at retirement.

I UKEqultyFund

I oveneas Fund

f] corporate Eond

Fund

n lnflation Unked

Fund

E Deposlt Fund
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1.2. Alternative Lifestyle Strategy

ObJective: To generate returns significantly above inflation whilst members are some distance from

retirement, but then to switch automatically and gradually to lower risk investments that move in line with

annuity prices as members near retirement, on the basis that members will use 100% of their pension

savings to buy a guaranteed lifetime annual income (known as an annuity)at retirement.
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5. Additional Voluntary Contributions ("AVCs") Section

The Trustee has selected Epworth as the Scheme's money purchase AVC provider. Epworth manage the buying,

selling or subscribing for units in the CFB funds, the allocation to which is in accordance with the relevant members'

selections and not on a discretionary basis. The Scheme offers members a choice of the same two lifestyle

strategies as offered in the DC Section (see above). These options have been selected based on the Trustee's

understanding of the demographics of the Scheme's membership. lf members do not select a strategy to invest their

AVCs in they will automatically be invested in the Default Lifes$le Strategy.

The Scheme also allows members who joined before 2006 to invest AVCs in a With Profits anangement offering a

guaranteed level of retum. The Scheme Actuary advises on the bonuses paid to members. Member assets invested

in this arrangement are invested alongside the Scheme's DB assets.

The Trustee will review performance of the AVC fund selection on a regular basis.
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As required by Financial Reporting Standard 102, the Financial Reporting Standard applicable in the United

Kingdom and Republic of lreland (FRS 102), the financial statements do not include liabilities in respect of
prom ised retirement benefits.

Under section 222 of the Pensions Act 2004, every scheme is subject to the Statutory Funding Objective,

which is to have sufficient and appropriate assets to cover its technical provisions, which represent the

present value of benefits to which members are entitled based on pensionable service to the valuation

date. This is assessed at least every 3 years using assumptions agreed between the Trustee and the

Conference and set out in the Statement of Funding Principles, a copy of which is available to Scheme

members on request.

The latest full valuation of the Scheme was carried out at 1 September 2017. This revealed a surplus of

the assets relative to the technical provisions (ie accrued liabilities) of €19.7 million. ln accordance with

statutory requirements, the Trustee received an actuarial report which provided an update of the funding
position as at 1 September 2018. The results are summarised in the table below:

Valuation Date 0110912016 01t09t2017 01/09/2018

Value of technical provisions (e'000) 500,007 449,683 443,180

Assets available to meet technical
provisions (€'000)

441,034 469,349 487,352

Assets as a percentage of technical
provisions

88.2o/o 104.4o/o 110.0o/o

Surplus/ (Shortfall) (t'000) (59,000) 19,666 44,172

The value of the technical provisions is based on pensionable service to the valuation date and

assumptions about various factors that will influence the Scheme in the future, such as the levels of

investment returns and stipend and pension increases, when members will retire and how long members

will live. The method and significant actuarial assumptions used in the calculations are as follows:
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Method

The actuarial method used in the calculation of the technical provisions is the Projected Unit Method

Significant actuarial assumptions as at 1 September 2017

Non-pensioner discount rate: Bank of England gilt curve plus 2.0% pa for 3 years linearly

reducing over the following 17 years to 1.0o/o pa in 20 years'

time.

Pensioner discount rate Bank of England gilt curve plus 1.0% pa throughout.

Future Retail Price lnflation: Equal to the Bank of England RPI inflation curve.

Future Consumer Price lnflation 0.75o/o pa below the future Retail Price lnflation assumption

Stipend increases: 0.5% pa above the future Consumer Price lnflation assumption.

Pension increases
(main Scheme pensions)

Derived from the assumption for future Consumer Price lnflation

allowing for the caps on pension increases according to the

provisions in the Scheme's Rules.

Pension increases
(AVC pensions):

Derived from the assumption for future Retail Price lnflation

allowing for the caps on pension increases agreed at the time the

AVC funds were converted to pension,

Mortality:
For the period in retirement, standard SAPS 52 Light tables with

scaling factors of:

o 10oo/o for male pensioners

o 95% for female pensioners and widowers; and

c 87.5o/o for widows

together with allowance for future improvements in line with

CMI 2016 Core Projections, incorporating an annual long term

rate of improvement in mortality rates of 1.5o/o pa.

Commutation:
An allowance for members to commute 15o/o of their pensions

for a lump sum.

Expenses:
2.7o/o pa of stipends
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Future contributions

As the 2017 valualion revealed a surplus, there was no deficit to be eliminated and hence a recovery plan

was not required. The Trustee and the Conference agreed that the surplus be retained within the Scheme
as a buffer against future adverse experience.

The total cost of providing future service benefits on 1 September 2017 amounted to 31.5% of stipends.
Members pay g.3o/o of stipends and therefore the required Church future service contribution rate amounted
to 22.2o/o of stipends. However, the Conference, on the recommendation of the Methodist Council, agreed

to maintain the current Church contribution rate of 26.9o/o of stipends (and 9.3% of stipends for members).

These arrangements were formalised in a Schedule of Contributions which the Scheme Actuary certified

on 30 July 2018. A copy of this certificate is included on page 63 of this annual report. As the Scheme was
in surplus, the Pensions Regulator did not require a valuation submission to be made.

Next Actuarial Valuation

The next triennial valuation is due as at 1 September 2020. However, in accordance with statutory
requirements, the Trustee obtains annual actuarial reports which provide updates of the funding position.

The last actuarial report was produced at 1 September 2018 and the next actuarial report will be produced

as at 1 September 2019.

Further details

The Trustee of the Scheme produced a Summary Funding Statement for 2018. Copies of the Scheme
Actuary's 2017 valuation report and the latest Summary Funding Statement are available on request from

the contact for enquiries on page 64.

INVESTMENT MANAGEMENT

lnvestment strategy and principles

The Trustee of the Scheme is responsible for determining the Scheme's investment strategy and sets this
after taking into account considerations such as the strength of the Methodist Church's covenant and the
long{erm liabilities of the Scheme. The Trustee has produced a Statement of lnvestment Principles,
designed to meet the requirements of Section 35 of the Pensions Act 1995 (as amended by the Pensions

Act 2004, the Occupational Pension Schemes (lnvestment) Regulations 2005 and the Occupational
Pension Schemes (Charges and Governance) Regulations 2015 ('OPSCGR 2015')). A copy of the SlPs
is available on request to the Pensions Manager using the contact details shown on page 64.
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1. Defined Benefit section

The current investment strategy is set out below:

UK equities

Overseas equities

UK property

ToGi growth portfolio

Corporate bonds

lnflation linked bonds

Liability Driven I nvestment ("LDl')

Cash

total defensive portfolio
Total

42.0

14.0
10.0

6e.o

'17.0

5.2

8.4

3.4

34.0

100.0

The Trustee monitors the overall asset allocation. lf material deviations from the strategic

allocation occur the Trustee will consider with its advisers whether it is appropriate to rebalance

the assets, taking into account factors such as market conditions and anticipated future cash flows.

2. Defined Contribution section

The Trustee has selected Epworth lnvestment Management Limited as the Scheme's money

purchase DC provider. Within the DC Section, known as the Long Service Arrangement, the

Trustee makes available two lifestyle strategies to members; the Default Lifestyle Strategy (which

targets a cash lump sum at retirement) and the Alternative Lifestyle Shategy (which targets an

annuity purchase at retirement). Since the closure of the DC Section to new contributions occurred

in 2006, the Scheme does not have a default arrangement, as defined in OPSCGR 2015.

Details of the two lifestyle strategies are set out below. Members are provided with information on

the lifestyle strategies and their characteristics that will allow the members to make an informed

choice.

The asset allocation for both lifestyle strategies is the same until 10 years from retirement.
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2.1. Default Lifestyle Strategy

100%
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Objective: The objective of the Default Lifestyle Strategy is to generate returns significantly above

inflation whilst members are some distance from retirement, but then to switch automatically and

gradually to lower risk investments as members near retirement, on the basis that members are

expected to take the whole of their pension savings as a cash lump sum at retirement.
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2.2. Alternative Lifestyle Strategy

Objective: To generate returns significantly above inflation whilst members are some distance from
retirement, but then to switch automatically and gradually to lower risk investments that move
similarly to annuity prices as members near retirement, on the basis that members are expected
to use 100% of their pension savings to buy a guaranteed lifetime annual income (known as an
annuity) at retirement.
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lnvestment arrangements

The Trustee delegates the day-to-day management of the Scheme's assets to professional investment

managers. The Trustee has put in place mandates with these investment managers to implement the

strategy set out in the Scheme's Statement of lnvestment Principles.

The professional investment managers appointed by the Trustee are:

Epworth lnvestment Management Limited ("Epworth") which manages a portfolio of holdings in UK

equities, overseas equities, corporate bonds, inflation linked bonds and cash for the Scheme, as

well as for its AVC and DC arrangements. Epworth allocates money to funds managed by the

Central Finance Board of the Methodist Church ('CFB').

Schroder Real Estate Managers (Jersey) Limited ("SREMJ") manages the Mayfair Capital

Property Unit Trust Fund.

a
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Threadneedle lnvestments (Cl) Limited ("Threadneedle") manages the Threadneedle Property Unit

Trust Fund.

. BMO GlobalAsset Management ('BMO') manages the Scheme's LDI portfolio.

ln addition, the Scheme has a direct investment of €6,803 in a private limited company called Joseph and

Jesse Siddons Limited.

Management of investments

The investment managers have been appointed to manage the Scheme's funds under section 34 of the

Pensions Act 1995. Epworth and BMO are appropriately authorised under the Financial Services and

Markets Act 2000 and regulated by the Financial Conduct Authority in the United Kingdom. The property

managers, SREMJ and Threadneedle, are licensed underthe Financial Services (Jersey) Law 1998 and

are regulated under the Jersey Financial Services Commission. All of the appointed managers, in the

opinion of the Trustee, have the requisite knowledge and expertise to manage the particular investments

delegated to them.

Other than the small investment in a private limited company, the investments above are all in pooled

investment vehicles where the Trustee does not have ownership of the underlying assets. The managers

of the pooled funds are responsible for the appointment and monitoring of custodians (or in the case of the

Scheme's property fund investments, trustees) of the relevant pooled funds. The custodians (and trustees

of the property funds) for the managers are as follows:

o Epworth - HSBC UK Bank plc;

o SREMJ - BNP Paribas Depositary Services Limited and BNP Paribas Depositary Services

(Jersey) Limited;

o Threadneedle - BNP Paribas Securities Services Trust Company (Jersey) Limited; and

. BMO - State Street Bank Luxembourg S.A.

The Trustee has examined how rights, including voting rights, attached to investments should be exercised.

The Trustee recognises its responsibilities as an owner of capital, and believes that good stewardship

practices, including monitoring and engaging with investee companies, and exercising voting rights

attaching to investments, protect and enhance the long-term value of investments. The Trustee has

delegated to its investment managers the exercise of rights attaching to investments, including voting rights,

and engagement with issuers of debt and equity and other relevant persons about relevant matters such

as performance, strategy, capital structure, management of actual or potential conflicts of interest, risks

and Environmental, Social and Governance ("ESG") considerations.

The Trustee does not generally monitor or engage directly with issuers or other holders of debt or equity.

It expects the investment managers to exercise ownership rights and undertake monitoring and

engagement in line with the managers' general policies on stewardship, as provided to the Trustee from

time to time, considering the longterm financial interests of the beneficiaries. The Trustee will consider

such policies from which it will determine whether circumstances require it to monitor or engage with

investment managers or other holders of debt or equity. The Trustee understands these reflect the

recommendations of the UK Stewardship Code issued by the Financial Reporting Council. The Trustee is

supportive of the recommendations made by the UK Stewardship Code and expects its investment

managers to comply with the principles of the UK Stewardship Code (or to explain any non-compliance).
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All of the Scheme's publicly-held shares are managed by Epworth, and the Trustee is able to engage with

Epworth on its voting policies should it have a strong view on a particular issue. The Trustee is able to

engage with Epworth via the Joint lnvestment Committee at quarterly Joint lnvestment Committee

meetings, or via digital or written correspondence with Epworth. The Trustee cannot usually directly

influence the policies of the Scheme's other investment managers.

The Trustee has considered how social, environmental and ethical factors should be taken into account in

the selection, retention and realisation of investments, given the time horizon of the Scheme and its
members.

The Trustee recognises that it has an important influence on the Scheme's approach to ESG, ethics, and

other financially material considerations through its investment strategy and manager selection decisions.

The Trustee has formulated a Responsible lnvestment Policy which describes its approach in this area in

more detail, with key elements summarised here. The Trustee believes that this Policy is consistent with

the views of members and will not be financially detrimentalto the Scheme.

The Trustee expects its investment managers to take account of financially material considerations

(including climate change and other ESG considerations) as an integral part of their investment processes.

The Trustee seeks to appoint managers that have appropriate skills and processes to do this, and regularly

reviews how its managers are taking account of these issues in practice.

The Trustee also takes into account some non-financial matters (ie matters relating to the ethical and other

views of members and beneficiaries, rather than considerations of financial risk and return) in the selection,

retention and realisation of investments. The Trustee believes that Scheme members would support action

in respect of these non-financial factors and does not expect taking account of these factors to pose a risk

of material financial detriment to the assets of the Scheme.

However, responsibility for the selection of individual assets is delegated to the Scheme's investment

managers and the Trustee accepts that it may not be possible to find investment funds for all asset classes

which take into account allfactors which the Trustee considers important, or which exclude all investments

which the Trustee would prefer to avoid. ln this situation the Trustee adopts a pragmatic approach, seeking

to find investment funds in which the allocations to such holdings are not material - with analysis being

conducted before any new investment. The Trustee has limited influence over managers' investment

practices, other than Epworth, in this area but it encourages its managers to improve their practices where

appropriate.

The Trustee has considered the nature, disposition, marketability, security and valuation of the Scheme's

investments and considers them to be appropriate relative to the reasons for holding each class of

investment. Further details about investments are given in the notes to the financial statements.
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lnvestment monitoring

The Trustee receives investment reports from the investment adviser. lnvestment managers present to

the lnvestment Committee periodically to report on compliance with their agreements and to be questioned

by the lnvestment Committee.

Overall scheme performance

Epworth Fund Benchmark Fund Benchmark

ffi W
CFB UK Equity Fund 1.6 3.6 7.7 7.4

CFB Overseas Fund 7.4 8.0 12.1 12.5

CFB UK Corporate Bond Fund 9.3 10.2 2.6 3.3

CFB lnflation Linked Fund 19.4 18.4 5.2 4.9

CFB Deposit Fund (cash) 0.7 0.6 0.5 0.4

Epworth overalll 5.1 6.6 6.8 6.9

BMO

Short Nominal LDI 63.9 65.1 8.8 11.3

Short RealLDl 62.1 61.2 10.9 14.2

Mayfair Capital

UK Property 2.6 2.2 7.7 6.7

Threadneedle

UK Property 2.4 2.2 6.6 6.7

TotalScheme 8.6 10.3 6.8 7.9

Performance figures are shown net of fees

Overall performance of the Scheme is calculated by compounding the Scheme and benchmark returns

contained in the investment reports provided by the Scheme's investment adviser (using historic reports

from previous providers where necessary).

Performance commentary and economic background

The Scheme produced a positive investment return of 8.6% over the year to 30 September 2019,

underperforming its composite benchmark by 1.7o/o.

Over the year to 30 September 2019, global growth prospects deteriorated, with both the IMF and the

OECD revising downwards their expectations for future growth. The uncertainty created by ongoing trade

tensions (most notably between the US and China), along with geopolitical wrangling and the consequent

lack of business investment, have been key drivers of the downturn.

1 lncludes retums generaled under the manag€ment of the CFB.
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ln response, many major central banks, including the US Federal Reserve, had by the end of the year

reverted to a more accommodative monetary stance, by reducing interest rates and / or restarting

Quantitative Easing, in an attempt to sustain expansion and boost lacklustre inflation figures.

With the UK continuing to enjoy low but positive growth and wage inflation, the Bank of England held base

rates steady but indicated its willingness to act should that be deemed necessary.

The 12-month period started poorly for developed market equities, with most major indices recording

double digit losses over the final quarter of 2018. lnvestors were evidently worried by the Federal Reserve's

drive to reduce the size of its balance sheet and to raise US rates towards more "normal" levels, as well as

by the toxic mix of trade wars, tariffs and threats. However, for the remainder of the period, markets ticked

upwards reflecting investors' response to easing monetary conditions and hoped for improvements in the

trading and fiscal outlook.

From a regional perspective, US equities were the standout performers - key indices such as the S&P 500

and Dow Jones reached record highs. Other regional markets all managed to deliver positive, but lower,

returns. Moreover, the fact that the Scheme's investment in the CFB Overseas Fund is not currency

hedged also worked in the Scheme's favour as sterling weakened against most major currencies over the

year.

UK equities also ended the year up, but not by much, with Brexit uncertainty and politicians' apparent

inability to resolve the issue weighing heavily on UK plc, both large and small.

Over the year to 30 September 2019, the Scheme's investments in the CFB Overseas Fund returned 7.4%

(after fees) while the CFB UK Equity Fund returned 1.60/o (after fees).

The outlook for bonds was supportive, with the Bank of England maintaining the base rate at 0.75% and

Brexit-induced uncertainty pushing back the likely timing of any future rate rises. These factors, coupled

with falling global groMh expectations and continued high demand from nervy investors for safe haven

assets, caused both nominal and inflation-linked gilt yields to fall and consequently prices to rise.

As a result, the Scheme's investments in the Short-Real Dynamic LDland the Short-Nominal Dynamic LDI

Funds, managed by BMO, returned +62.1% and +63.9% (after fees), respectively, over the year to 30

September 2019.

Sterling corporate bonds also performed strongly in the falling interest rate environment although the slight

rise in investment grade credit spreads over the period offset the rise, to a small extent. Over the year to

30 September2019, the Scheme's investment in the CFB Corporate Bond Fund returned 9.3% (afterfees).

At the aggregate level, UK property posted modest gains over the year to 30 September 2019, with healthy

rental income more than offsetting falling capital values in some sectors. Performance dispersion was

high. While the retail sector struggled, as shopping centre and high street valuations continued to plummet,

industrial property strengthened further, with demand for warehousing remaining high.

The Scheme's property holdings, managed by Mayfair Capital and Threadneedle, returned 2.60/o and 2.4o/o

(after fees), respectively, over the year to 30 September 2019.
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SCHEME GOVERNANCE

Scheme governance is a key priority for the Trustee Directors who operate practices and procedures to

ensure that they meet their statutory duties. The Trustee considers the guidance as laid down by the
Pensions Regulator when establishing and developing the governance arrangements. A summary of the
main governance arrangements is detailed below.

Business plan

The Trustee has established a Business Plan which outlines the expected tasks that require completion

during the year and at which meeting the items will be discussed. The Trustee receives a copy of the
current Business Plan at every Trustee Board meeting.

Trustee meetings

There were five meetings of the Trustee Board for the Scheme and four meetings of the Joint lnvestment

Committee. Over the Scheme year to 31 August 2019, attendance by the Trustee Directors at the Board

meetings was 77o/o (2018: 87o/o).

Risk management

The Trustee maintains a Risk Register which identifies the key risks faced and prioritises them on a
combination of potential impact and likelihood of occurrence in line with the guidance issued by the
Pensions Regulator. The Risk Register includes a record of the key controls in place and action that could

be taken to mitigate the risks identified. The Risk Register is reviewed annually in line with the Business

Plan, and at each Trustee meeting during the year.

Conflicts of interest policy

The Trustee maintains a policy for managing potential conflicts of interest. Any conflict identified is

recorded in the minutes of the Trustee meeting. The Scheme Secretary also maintains a register of the

Trustee Directors' interests.

Employer covenant

The Trustee reviews the strength of the employer covenant on an annual basis and believes there to be a

strong covenant. A full review of the employer covenant was undertaken in conjunction with the 2017

triennial valuation of the Scheme.

\n2017 the Trustee considered whether to use an external adviser to undertake the reviews of the employer

covenant. lt was agreed that it was appropriate for the Board to undertake the employer covenant reviews

themselves since, collectively, the Trustee Directors know substantially more than an external adviser

about the Methodist Church structures. The Directors with the support of their existing advisers, believed

that they had the appropriate expertise to be able to analyse the strength of the employer covenant. This
will be reconsidered in the run-up to the 2020 actuarial valuation.
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SUMMARY OF CONTRIBUTIONS PAYABLE FOR THE YEAR ENDED 31 AUGUST 2019

During the year ended 31 August 2019, the contributions payable to the Scheme were as follows

CONTRIBUTIONS PAYABLE UNDER THE SCHEDULE OF CONTRIBUTIONS

Conference normal contributions

Conference add itional contributions

Member normal contributions

Total contributions payable under the schedule of contributions

OTHER CONTRIBUTIONS PAYABLE

Member additional voluntary contributions

Total other contributions

TOTAL CONTRIBUTIONS REPORTED IN THE FINANCIAL STATEMENTS

€

5,432,539

3,113,385

2,908,683

11,454,607

350,128

350,128

11,804,735
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METHODIST MINISTERS' PENSION SCHEME

TRUSTEE'S RESPONSIBILITIES STATEMENT

Trustee's responsibilities in respect of the financial statements

The financial statements, which are prepared in accordance with UK Generally Accepted Accounting

Practice, including the Financial Reporting Standard applicable in the UK and Republic of lreland ('FRS

102"), are the responsibility of the Trustee. Pension scheme regulations require the Trustee to make

available to Scheme members, beneficiaries and certain other parties, audited financial statements for
each scheme year which:

show a true and fair view of the financial transactions of the Scheme during the Scheme year and of

the amount and disposition at the end of the Scheme year of its assets and liabilities, other than

liabilities to pay pensions and benefits after the end of the Scheme year; and

o state whether applicable United Kingdom Accounting Standards, including FRS 102, have been

followed, subject to any material departures disclosed and explained in the financial statements; and

r contain the information specified in Regulations 3 and 3A of the Occupational Pension Schemes

(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996.

The Trustee is responsible for supervising the preparation of the financial statements and for agreeing

suitable accounting policies, to be applied consistently, making any estimates and judgements on a prudent

and reasonable basis.

The Trustee is also responsible for making available certain other information about the Scheme in the

form of an Annual Report.

The Trustee also has a general responsibility for ensuring that adequate accounting records are kept and

for taking such steps as are reasonably open to them to safeguard the assets of the Scheme and to prevent

and detect fraud and other irregularities, including the maintenance of an appropriate system of internal

control.
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TRUSTEE'S RESPONSIBILITIES STATEMENT (continued)

Trustee's responsibilities in respect of contributions

The Trustee is responsible under pensions legislation for preparing, and from time to time reviewing and if
necessary revising, a schedule of contributions showing the rates of contributions payable towards the
Scheme by or on behalf of the employer and the active members of the Scheme and the dates on or before

which such contributions are to be paid.

The Trustee is also responsible for keeping records in respect of contributions received in respect of any

active member of the Scheme and for adopting risk-based processes to monitor whether contributions that
fall due to be paid are paid into the Scheme in accordance with the schedule of contributions.

Where breaches of the schedule occur, the Trustee is required by the Pensions Acts 1995 and 2004 to
consider making reports to the Pensions Regulator and to members.

This report was approved by the Trustee on I ? f<hraV 2020 andsigned on its behalf by:
I

A'(
lngrid Kirby Chair of Trustee Board

Representing Capital Cranfield Pension Trustees Ltd

For and on behalf of the Methodist Ministers' Pension Trust Limited
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METHODIST MINISTERS' PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF THE METHODIST MINISTERS'

PENSION SCHEME

Opinion

We have audited the financial statements of Methodist Ministers' Pension Scheme (the 'scheme') for
the year ended 31 August 2019 which comprise the Fund account, Statement of net assets (available
for benefits) and notes to the financial statements, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is applicable law
and United Kingdom Accounting Standards, including FRS 102 "The Financial Reporting Standard
applicable in the UK and Republic of lreland" (United Kingdom Generally Accepted Accounting
Practice).

ln our opinion, the financial statements:

show a true and fair view of the state of the financial transactions of the Scheme during the
year ended 31 August 2019, and of the amount and disposition at that date of its assets and
liabilities, other than liabilities to pay pensions and benefits after the end of the year;

have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

contain the information specified in Regulation 3A of the Occupational Pensions Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996,
made under the Pensions Act 1995.

Basis for opinion

We conducted our audit in accordance with lnternational Standards on Auditing (UK) (lSAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of
the scheme in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Gonclusions relating to going concern

We have nothing to report in respect of the following matters in which the lSAs (UK) require us to report
to you where:

the trustee's use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate, or

the trustee has not disclosed in the financial statements any identified material uncertainties
that may cast significant doubt about the scheme's ability to continue to adopt the going concern
basis of accounting for a period of at least twelve months from the date when the financial
statements are authorised for issue.

Other information

The trustee is responsible for the other information. The other information comprises the information
included in the annual report, other than the financial statements and our auditor's report thereon. Our
opinion on the financial statements does not cover the other information and, we do not express any
form of assurance conclusion thereon.

a

a

a

o

a
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METHODIST MINISTERS' PENSION SCHEME

INDEPENDENT AUDITOR'S REPORT TO THE TRUSTEE OF THE METHODTST MINISTERS'
PENSION SCHEME (continued)

ln connection with our audit of the financial statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially misstated. lf
we identify such material inconsistencies or apparent material misstatements, we are required to
determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. lf, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report that fact.

We have nothing to report in this regard.

Responsibilities of the trustee

As explained more fully in the Trustee's responsibilities statement set out on page 44, the trustee is
responsible for the preparation of the financial statements and for being satisfied that they give a true
and fair view, and for such internal control as the trustee determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

ln preparing the financial statements, the trustee is responsible for assessing the scheme's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless the trustee is either intending to liquidate the scheme or to
cease operations, or has no realistic alternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor's report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with lSAs (UK) will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Councils website at: www.frc.org.uk/auditorsresponsibilities. This description forms
part of our auditor's report.

Use of our report

This report is made solely to the scheme's trustee, as a body, in accordance with The Pensions Act
1995 and Regulations made thereunder. Our audit work has been undertaken so that we might state
to the scheme's trustee those matters we are required to state to it 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 scheme's trustee as a body, for our audit work, for this report, or for the opinions
we have formed.

BN. \^f
BDO LLP
Chartered Accountants
Statutory Auditor
31 Chertsey Street
Guildford

GU1 4HD

Date: tl S<t"-5 Z-L>
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METHODIST MINISTERS' PENSION SCHEME

INDEPENDENT AUDITOR'S STATEMENT ABOUT CONTRIBUTIONS TO THE TRUSTEE OF THE
METHODIST MINISTERS' PENSION SCHEME

We have examined the summary of contributions to the Methodist Ministers' Pension Scheme for the year
ended 31 August 2019 which is set out on page 43.

ln our opinion contributions for the scheme year ended 31 August 2019 as reported in the summary of
contributions and payable under the schedule of contributions have in all material respects been paid at
least in accordance with the schedule of contributions certified by the scheme actuary on 23 July 2018.

This report is made solely to the Trustee, as a body, in accordance with Regulation 4 of The Occupational
Pension Schemes (Requirement to obtain Audited Accounts and a Statementfrom the Auditor) Regulations
1996 made under the Pensions Act 1995. Our audit work has been undertaken so that we might state to
the Trustee those matters we are required to state to it 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
Scheme and the Trustee as a body, for our audit work, for this report, or for the opinions we have formed.

Scope of work on Statement about Contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions
reported in the attached summary of contributions have in all material respects been paid at least in
accordance with the schedule of contributions. This includes an examination, on a test basis, of evidence
relevant to the amount of contributions payable to the scheme and the timing of those payments under the
schedule of contributions.

Respective responsibilities of Trustees and the auditor

As explained more fully in the Statement of Trustee's Responsibilities, the scheme's trustee is responsible
for ensuring that there is prepared, maintained and from time to time revised a schedule of contributions
showing the rates and due dates of certain contributions payable towards the scheme by or on behalf of
the employer and the active members of the scheme. The Trustee is also responsible for keeping records
in respect of contributions received in respect of active members of the scheme and for monitoring whether
contributions are made to the scheme by the employer in accordance with the schedule of contributions.

It is our responsibility to provide a Statement about Contributions paid under the schedule of contributions
and to report our opinion to you.

RD- w,(

BDO LLP

Chartered Accountants

Statutory Auditor

31 Chertsey Street

Guildford

GU1 4HD

Date: tq \.\ '*a lt -l>
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METHODIST MINISTERS' PENSION SCHEME

FUND ACCOUNT

Forthe yearended 31 August 2019

CONTRIBUTIONS AND BENEFITS

Conference contributions

Member contributions

Transfers in

Other income

Benefits paid or payable

Administrative expenses

NET WITHDRAWALS FROM DEALING WITH

MEMBERS

RETURNS ON INVESTMENTS

lnvestment income

Change in market value of investments

lnvestment manager fees

NET RETURN ON INVESTMENTS

NET INCREASE IN THE FUND

DURING THE YEAR

NET ASSETS OF THE SCHEME

at 1 September

NET ASSETS OF THE SCHEME

at 31 August

21,657,152 20,201,205

(9,382,677) (7,016,746)

Notes

I
10

2019

8,545,924
3,258,811

469,443

297

2018

9,743,768
3,365,293

74,351

1,047

€t

4

4

5

6

12,274,475 13,184,459

7

8

20,819,351

837,801

19,216,219

984,986

14,002,16'l

25,989,607
(1,871,803)

13,902,437

13,075,455
(1,957,808)

38,019,965 25,020,084

28,637,288 18,003,338

487,352,070 469,348,732

515,989,358 497,352,070

The notes on pages 51 to 62 form an integral part of these financial statements.
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METHODIST MINISTERS' PENSION SCHEME

STATEMENT OF NET ASSETS (available for benefits) as at 31 August 2019

2019

Notes €€

lnvestment Assets:

Pooled investment vehicles

AVC investments

Unquoted Equities

Accrued interest

Cash

Current Assets

Current Liabilities

NET ASSETS OF THE SCHEME as at 31

August

Approved by the Trustee on

10

488,169,287

2,579,722

6,803

3,021,682

22,001,733

2018

458,218,553

2,332,009

6,803

3,091,584

20,761,455

515,779,227 484,4',10,404

11

12

'1,521,423

(1,311,292)

4,129,994
(1,188,328)

515,989,358 487,352,070

The financial statements record the transactions of the Scheme during the year and summarise the assets

held by the Trustee at the end of the financial year. They do not take account of liabilities to pay pensions

and other benefits in the future. The figures contained in these financial statements should be read therefore

in conjunction with the Report on Actuarial Liabilities on pages 33 to 35, which takes into account such

liabilities.

l+ QH*lt 2020 andsisned on its behalr by:

\Wd il vr4
lngrid Kirby Ghair of Trustee Board

Representing Capital Cranfield Pension Trustees Ltd

For and on behalf of Methodist Ministers' Pension Trust Limited

The notes on pages 51 to 62 form an integral part of these financial statements.
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METHODIST MINISTERS' PENSION SCHEME

NOTES TO THE FINANCIAL STATEMENTS

1 GENERAL INFORMATION

Methodist Ministers' Pension Scheme ("the Scheme") is an occupational pension scheme established under

trust. The Scheme was established to provide retirement benefits to the Ministers of the Methodist Church.

The registered address of the Scheme is Methodist Church House, 25 Marylebone Road, London, NW1 5JR.

The Scheme is a defined benefit scheme which remains open to new members and future accrual.

The Scheme is a registered pension scheme under Chapter 2, Part 4 of the Finance Act 2004. This means

that contributions by the Church and members are normally eligible for tax relief, and income and capital gains

earned by the Scheme receive preferential tax treatment.

2 STATEMENT OF COMPLIANCE

The individual financial statements of the Scheme have been prepared in accordance with the Occupational

Pension Schemes (Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations

1996, Financial Reporting Standard (FRS) 102 - The Financial Reporting Standard applicable in the UK and

Republic of lreland issued by the Financial Reporting Council ("FRS 102") and the guidance set out in the

Statement of Recommended Practice "Financial Reports of Pension Schemes" (Revised November 2014)

("the SORP").

3 ACCOUNTING POLICIES

The principal accounting policies which the Trustee has adopted are set out below. These policies have been

consistently applied to both years presented, unless otherwise stated.

(a) Valuation of investments

lnvestment assets are included in the financial statements at fair value. lnvestments are stated as follows:

o CFB / Epworth assets at bid price

Threadneedle property fund is stated at net asset value (NAV) and Mayfair Capital Fund is stated

at bid price.

a The pooled LDI assets are stated at Net Asset Value (NAV).

The value of the unquoted equity investment involves examining ratios of the underlying company's

performance.

a

a

(b) lnvestment income and expenditure

lnvestment income is accounted for on an accruals basis applied on a consistent basis.

Dividends within the pooled funds are accrued on an ex-div basis. Dividends from the unquoted equity are

accounted for when the dividend is declared. lncome from fixed interest securities, index-linked securities,
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METHODIST MINISTERS' PENSION SCHEME

3 ACCOUNTING POLICIES (continued)

(b) lnvestment income and expenditure (continued)

cash and short term deposits is accounted for on an accruals basis. The change in market value of

investments during the year comprises all increases and decreases in market value of investments held at

any time during the year, including profits and losses realised on sales of investments and unrealised

changes in market value. ln the case of pooled investment vehicles which are accumulation funds, where

income is reinvested within the fund without issue of further units, change in market value also includes

such income.

There are no direct investment management fees chargeable to the Scheme other than the fees payable

to BMO Global Asset Management Limited. The majority of the Scheme funds are invested in managed

pooled investment funds and the underlying investment manager fees are deducted from the net asset

value of the pooled investments.

Transaction costs are included in the cost of purchases and deducted from sales proceeds. Transaction

costs include costs charged directly to the Scheme such as fees, commissions, stamp duty and other

duties.

(c) Other income

Legacies and donations are only included as income in the Fund Account on a receipts basis

(d) Contributions and benefits

Member contributions

Member contributions, including AVCs, are accounted for when deducted from members' stipend.

However, contributions in respect of members in the first 30 days following auto-enrolment are accounted

for when their right to opt out has expired, unless remitted to the Scheme earlier.

Confere nce contributions

Normal contributions are accounted for on the same basis as member contributions.

Deficit funding and other contributions by Conference are accounted for on the due dates set out in the

schedule of contributions, or on receipt if earlier, with the agreement of Conference and the Trustee.

Benefits and paymenfs fo /eavers

Benefits and payments to leavers are accounted for in the period they fall due for payment.

Where members can choose whether to take their benefits as a full pension or a lump sum with reduced

pension, retirement benefits are accounted for on an accruals basis on the later of the date of retirement

and the date the option is exercised.
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3 ACCOUNTING POLICIES (continued)

(e) Transfers to / from other pension schemes

Transfer values are accounted for at values calculated in accordance with the advice of the Actuary and
accounted for when the benefits become due for payment. lndividual transfers are accounted for when the
transfer has been agreed by both parties and the receiving scheme has accepted liability for the transfer.

(f) Gurrency

The Scheme's functional currency and presentational currency is pounds sterling (GBP). Monetary assets
and liabilities in foreign currencies are translated into sterling at the exchange rate ruling at the balance sheet
date. Other transactions are translated into sterling at the rate ruling on the date of the transaction.

Gains and losses arising on conversion or translation are dealt with as part of the change in market value of
investments

(g) Additional Voluntary Contributions

AVCs are accounted for on an accruals basis and the resulting investments are included in the net asset
statement.

(h) Administration Expenses

Administration expenses are accounted for on an accruals basis. For significant consultation projects, the
proportion of work completed by the year end is accounted for.

(i) Cash

Cash at bank not held within the investment portfolio is treated as a current asset.

(j) Critical accounting judgements and estimation uncertainty

The preparation of the financial statements requires the Trustee to make judgements, estimates and
assumptions that affect the application of the accounting policies and the reported amounts of assets and
liabilities, revenues and expenses. Actual results may differ from these estimates. Estimates and underlying
assumptions are continually evaluated and are based on historical experience and other factors, including
expectations of future events that are reasonable under the circumstances. Revisions to accounting estimates
are recognised in the period in which the estimates are revised and in any future periods affected.

Given the nature of the transactions and balances held by the scheme, the Trustee is of the view that there
are no critical accounting judgements nor estimation uncertainty.
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4 CONTRIBUTIONS

Conference

Normal contributions

Deficit funding contributions*

Additional oontributions"

Membershio

Normal contributions

Additional voluntary contributions

7 BENEFITS

Pensions payable

Retirement grants and lump sums

Death in service grants

Grants in respect of Members who

died within 5 years of retirement

Capitaltransfers out

2019

5,432,539

3,113,385

te

2018

5,558,306

4,185,462

9,545,924 9,743,768

2,908,683

350,128

2,944,662

420,631

3,258,811 3,365,293

11,804,735 13,109,061

* Deficit contributions ceased from 31 August 2018 following the results of the 1 September 2A17 actuarial

valuation. However, the Conference, on the recommendation of the Methodist Council, agreed to maintain the

current Church contribution rate of 26.90/o of stipends from 1 September 2018 onwards.

5 TRANSFERS IN 2019 2018
€

74,351lndividual transfers in from other schemes 469,443

6 OTHER INCOME 2019 2018

Donations

€
1,047

e

€
297

2019

€
18,264,198

2,007,0'14

299,937

9,969

238,233

2018

t
17,775,433

1,331,157

93,852

15,777

20,819,351 19,216,219
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8 ADMINISTRATION

Management and accountancy

Audit fees
Actuarialfees
Legal fees
lnvestment Consultant

PPF levy

Bank charges

Other

9 INVESTMENT INCOME

Distributions on CFB / Epworth funds
Distributions on property funds
Distributions on unquoted equity

lnterest on cash deposits

1O INVESTMENTS

2019

€
267,370

16,300

157,075
48,645

138,484

132,135

6,895

70,897

2018

€
241,290

31,100

237,090

55,020

170,719

153,749

6,622
89,396

CFB / Epworth lnvestments

AVC lnvestments

BMO Liability Driven

lnvestments
Threadneedle lnvestments

Mayfair Capital lnvestments

Unquoted Equity

Cash

Accrued interest

Total investments

42,247,092 (37,938,252) 25,889,607 512,757,545
3,021,692

Value as at
01/09/2018

€

375,339,114
2,332,009

36,812,214
19,894,322
26,172,903

6,803

20,761,455

Purchases
at cost

€

41,900,909

346,184

837,801

2019

t
11,361,373

2,493,214

2,513
145,061

14,002,161

Sales
proceeds

€
(26,931,491)

(177,112)

Change in
Market
Value

€

6,490,737

78,641

984,986

2018

€
10,925,992

2,873,676

5,212

97,557

13,902,437

Value as at
3110812019

€

396,799,268

2,579,722

(10,829,649) 19,798,659
(355,744)

(122,685)

45,781,223
19,538,578

26,050,218

6,903

22,001,733
481,318,820

3,091,584

484,410,404 42,247,092 (37,939,252) 25,999,607 515,779,227

The change in market value of investments during the year comprises all the increases and decreases in the market
value of investments held at any time during the year, including profits and losses realised on sales of investments
during the year.
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10.1

METHODIST MINISTERS' PENSION SCHEME

INVESTMENTS (continued)

Transaction costs

Transaction costs are included in the cost of purchases and deducted from sales proceeds.

Transaction costs include costs charged directly to the Scheme such as fees, commissions, stamp

duty and other fees. The amount of indirect costs is not separately provided to the Scheme.

10.2 Fair Value Hierarchy Classification

The fair value of financial instruments has been determined using the following fair value hierarchy:

Level 1 - The unadjusted quoted price in an active market for identical assets or liabilities that the
entity can access as the measurement date.

Level 2 - lnputs other than quoted prices included within Level 1 that are observable (i.e.

developed using market data) for the asset or liability, either directly or indirectly.

Level 3 - lnputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.

The Scheme's investment assets and liabilities have been fair valued using the above hierarchy

categories as follows:

Level 2

€

45,781,223

421,380,724

Level 3

t
Total
2019

€

45,78'1,223

421,380,724

LDlwith BMO

Pooled with Epworth

Property holdings with Schroders /
Threadneedle

Unquoted equities in Joseph and Jesse
Siddons Ltd

45,588,795

6,803

45,588,795

6,803

467,161,947 45,595,598 512,757,545

Level 2

€

36,812,214

398,432,578

Level 3

€

Total
2018

€

36,812,214

398,432,578

LDlwith BMO

Pooled with Epworth

Property holdings with Schroders /
Threadneedle

Unquoted equities in Joseph and Jesse
Siddons Ltd

46,067,225 46,067,225

6,803 6,803

435,2&,792 46,074,028 481,318,820

Cash held in Epworth's Deposit Fund includes a very significant allocation to fixed term deposits, which are

by their nature relatively illiquid, and do not have valuations from recognised, active, public markets. These

are included in funds pooled with Epworth, under level 2.
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10 INVESTMENTS (continued)

10.3 AVG Investments

The investments separately identified as relating to AVCs are held for contributions made to the post 2006

money purchase AVC scheme. They are invested as an integral part of the Scheme's assets. lncluded within

the main investments above are assets securing additional benefits on a money purchase basis for those

members who had elected to pay AVCs under the previous AVC Scheme.

10.4 Goncentration of lnvestments

The following investments account for more than 5% of the Scheme's net assets at the year end

Asset Class

UK Equity

Corporate Bond

Overseas

BMO LDI

Mayfair Property Funds

11 CURRENTASSETS

Pensions paid in advance

Cash at bank

Other

12 CURRENT LIABILITIES

Other liabilities

Unpaid benefits

Value and distribution excluding accrued interest

31 August2019 31 August2018

€000 To €000

224,057 43 205,859

84,247 16 79,464

68,493 13 69,773

45,781 I 36,812

26,050 5 26,173

2019

€
1,389,949

118,578

12,896

1,521,423

2019
€

1,258,606

52,686

1,311,292

o/o

42

16

14

8

5

2018

€
1,350,052

2,767,356

12,586

4,129,994

2018
c

1,188,328

1,188,328
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INVESTMENTS (continued)

13 EMPLOYER.RELATEDINVESTMENTS

There were no employer-related investments during the year

14 RELATED PARTY TRANSACTIONS

During the year, the Scheme paid €324,663 (2018: t297,2'lO') to the Methodist Church Fund (MCF), for

staff and overhead costs incurred in running the Scheme. This consisted of accountancyfees of f73,200
(2018: 873,200) and amounts paid via the MCF as paying agent totalling €233,068 (2018: f208,056),

and rent service charges were €18,395 (2018: €15,954).

During the year, the Scheme charged the Pensions & Assurance Scheme for Lay Employees of the

Methodist Church 246,614 (2018: 841,940) for costs incurred in running that scheme.

Capital Cranfield Pension Trustees Limited who are represented by Ms lngrid Kirby, are remunerated

under the terms of the agreement signed on 9 August 2016. During the year fees of e21,800 (2018:

218,240) were paid to Capital Cranfield Pension Trustees Limited. Other Directors of the Trustee Board

are not remunerated

There are 4 Member Nominated Directors (MNDs) who serve for a period of 3 years and who can be re-

elected. Reverends Stuart Bell, Michael Giles and John lllsley served on the Board during the year and

are active members of the Scheme who paid contributions in accordance with the Scheme rules. Mrs

Ruth Edmundson is a pensioner member who served on the Board during the year. Revd Michael Giles

retired on 31 August 2019 and Revd Eleanor Smith was appointed from 1 September 2019.

The Scheme held investments in severalfunds during the year managed by Epworth

During the year Epworth levied management and administration charges to the Epworth lnvestment and

Deposit Funds.

15 INVESTMENT RISKS

FRS102 requires the disclosure of information in relation to certain investment risks. When deciding

how to invest the Scheme's assets, the Trustee considers a wide range of risks, including credit risk and

market risk, as defined below:

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party

by failing to discharge an obligation.

Market risk comprises currency risk, interest rate risk, inflation risk, and other price risk, defined as

follows:
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15 INVESTMENT RISKS (continued)

Currencv risk is the risk that the fair value of future cash flows of a financial asset will fluctuate
because of changes in foreign exchange rates.

lnterest rate risk and inflation risk are the risks that the fair value of future cash flows of a financial
asset will fluctuate because of changes to market interest rates or inflation expectations.

Other orice risk is the risk that the fair value of future cash flows of a financial asset will fluctuate
because of changes in market prices (other than those arising from interest rate risk, inflation

risk or currency risk), whether those changes are caused by factors specific to the individual

financial instrument or its issuer, or factors affecting all similar financial instruments traded in

the market.

The Trustee determines the Scheme's investment strategy after taking advice from a professional

investment adviser. The Scheme has exposure to the aforementioned risks via the investments held to
implement the investment strategy set out in the Statement of lnvestment Principles. The Trustee
manages investment risks, including credit risk and market risk, considering the scheme's investment

objectives and strategy, and the advice of their investment advisers.

Within each investment portfolio, investment objectives and restrictions to manage risk are implemented

through the legal agreements in place with the Scheme's investment managers. The Trustee monitors

the performance of the strategy and associated risks, and each investment manager against its

objectives and restrictions, on a regular basis.

The following table summarises which of the Scheme's investments (all of which are in pooled

investment vehicles with the exception of the unquoted equities) have significant exposure to market

and indirect credit risks:

CFB UK Equity Fund

CFB Overseas Fund

CFB Corporate Bond Fund

a

a

o

o

o

o

o

o

o

o

o

o

o

o

o

ffi m ffiE!@@
ffi

CFB lnflation-Linked Fund

CFB Deposit Fund

O o

o

o o

o o

Schroder's Mayfair Capital Property
Unit Trust

o o o

Threadneedle Property Unit Trust o

BMO Dynamic LDI Funds

Unquoted Equity

oo

o o o

ln the above table, the risk noted affects the asset class [o] significantly or [o] hardly/not at all.
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15 INVESTMENT RISKS (continued)

Further information on the Trustee's approach to risk management, credit and market risk is set out

below.

Credit risk

The Scheme primarily invests in pooled investment vehicles and is therefore directly exposed to the

solvency of the investment manager and custodian of these pooled investment vehicles. The Scheme

is also indirectly exposed to credit risks arising on the debt and derivative instruments held by the

pooled investment vehicles.

The role of a custodian is to ensure the safe-keeping of the assets and facilitate all transactions entered

into by the appointed investment managers. The Trustee is not responsible for the appointment of the

custodian of the assets contained within the various pooled fund investments. The pooled investment

vehicle's governing body is responsible for appointing its own custodian for the safe-keeping,

monitoring and reconciliation of documentation relating to these securities.

The Scheme's holdings in pooled investment vehicles are 'unrated' from a credit perspective. Direct

credit risk arising from pooled investment vehicles is mitigated by: the underlying assets of the pooled

arrangements being ring-fenced from the investment manager; the regulatory environments in which

the investment managers operate; and diversification of investments amongst a number of pooled

arrangements. The Trustee, with the help of its advisers, carries out due diligence checks prior to the

appointment of any new investment manager or fund, and monitors for changes to the operating

environment of the existing pooled vehicles.

The Scheme is also indirectly exposed to credit risks arising on the debt and derivative instruments held

by the pooled investment vehicles. The indirect exposure to credit risk arises from the scheme's

investments in LDlfunds and corporate bond funds.

Within the LDI portfolio, there is exposure to indirect credit risk as the LDI portfolio manager uses

derivative instruments to match the Scheme's liabilities. The terms under which the LDI portfolio is

managed include provisions to manage the exposure to credit risk, such as limits on the exposure to

any single counterparty and minimum credit ratings that all counterparties must meet. ln addition, the

derivative positions are collateralised daily, with the aim of limiting credit risk to one day's market

movements.

The indirect credit risk within the corporate bond fund is mitigated by the investment manager, who

manages credit risk by having a diversified exposure to bond issuers, conducting thorough research on

the probability of default of those issuers, and having only a limited exposure to bonds rated below

investment grade. The magnitude of credit risk within each fund will vary over time, as the manager

changes the underlying investments in line with its views on markets, asset classes and specific bonds.

The table above indicates which of the Scheme's assets are indirectly exposed to credit risk.

The Scheme is also subject to credit risk because the Scheme holds cash balances, Credit risk arising

on cash is mitigated by holding cash within financial institutions which are at least investment grade

credit rated.
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15 INVESTMENT RISKS (continued)

Gurrency risk

As the Scheme's liabilities are denominated in sterling, any non-sterling currency exposure within the

assets presents additional currency risk.

Whilst the majority of the currency exposure of the Scheme's assets is to sterling, the Scheme is

subject to currency risk because some of the Scheme's investments are held in overseas markets.

The Trustee considers the overseas currency exposure in the context of the overall investment

strategy, and believes that the currency exposure that exists diversifies the strategy and is appropriate.

All of the Scheme's pooled funds are accessed via a sterling share class. Therefore, the Scheme is

not subject to direct currency risk. The Scheme's assets that are exposed to indirect currency risk are

the investment in the CFB Overseas Fund which sits within the Epworth portfolio and invests in non-

sterling investments.

The exposure to foreign currencies within the CFB Overseas Fund will vary over time as the manager

changes the underlying investments, but it is not expected to be a material driver of returns over the

longer term. Decisions about the exposure to foreign currencies within the CFB Overseas Fund are

at the discretion of the fund manager.

lnterest rate and inflation risk

lnterest rate and inflation risk are significant risks for the Scheme given that movements in interest

rates and inflation have a significant influence on the value of the Scheme's DB liabilities assessed in

present day terms. Some of the Scheme's assets are subject to interest rate risk (some to nominal

interest rates, and some to real interest rates, which also provide an exposure to inflation). However,

the overall interest rate exposure of the Scheme's assets hedges part of the corresponding interest

rate and inflation risks associated with the Scheme's liabilities. The net effect will be to reduce the

volatility of the funding level, and therefore the Trustee believes that it is appropriate to have exposure

to interest rate risk in this manner.

The assets which the Scheme invests in which are subject to interest rate risk are the CFB Corporate

Bond, and lnflation-Linked and Short Fixed lnterest Funds, which lie within the Epworth portfolio, and

the liability driven investment ("LDl') funds managed by BMO. Only the CFB lnflation-Linked Fund

and BMO Short Real LDI Fund are exposed to movements in real interest rates.

Other price risk

The Scheme's assets are exposed to risks of market prices other than currencies and interest rates,

such as the equity pooled fund holdings being subject to movements in equity prices, and the

property pooled fund holdings being subject to changes in property prices.
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INVESTMENT RISKS (contlnued)

The Trustee monitors this risk on a regular basis, looking at the performance of the Scheme as a

whole, as well as each individual portfolio. The Trustee believes the Scheme's DB assets and DC

investment strategy options are adequately diversified between different asset classes and within each

asset class to manage this risk. The exposure to other price risk within the actively managed pooled

equity and property funds will vary over time depending on how the managers change the underlying

asset allocation to reflect their market views.

The Scheme's holdings exposed to othei price risk are shown in the table above.
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ACTUARIAL CERTIFICATE OF THE SCHEDULE OF CONTRIBUTIONS

Name of scheme: Methodist Ministers' Pension Scheme

Adequacy of rates of contributions

1. I certify that, in my opinion, the rates of the contributions shown in this schedule of contributions are

such that the statutory funding objective could have been expected on 1 September 2017 lo continue to

be met for the period for which the schedule is to be in force.

Adherence to statement of funding principles

2. I hereby certify that, in my opinion, this schedule of contributions is consistent with the Statement of
Funding Principles agreed on 8 March 2018.

The certification of the adequacy of the rates of contributions for the purpose of securing that the
statutory funding objective can be expected to be met is not a certification of their adequacy for the
purpose of securing the scheme's liabilities by the purchase of annuities, if the scheme were to be wound

up.

Signature Date 30 July 2018

Name

Address

Diana Simon
(Scheme Actuary)

PO Box 68

Albert House

South Esplanade

St Peter Port

Guernsey
GY1 3BY

Qualification

Name of
Employer

Fellow of the lnstitute and

Faculty of Actuaries

BWCI Consulting Limited
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HELP AND ADVICE

Any queries about the Scheme generally, or about individual's entitlement to benefit, or any request for

further information about the Scheme, should be addressed to the Pensions Manager at:

Methodist Church House

25 Marylebone'Road

London

NW1 sJR

Tel: 020 7486 5502

Email: pensionshelp@methodistchurch.org.uk

THE PENSIONS ADVTSORY SERVTCE ("TPAS")

TPAS is available to assist members and beneficiaries of the Scheme in connection with difficulties that

they have failed to resolve with the trustees or the scheme administrators. TPAS can also provide free

information and guidance on pensions. TPAS is an independent non-profit organisation with volunteer

advisers who are experts in pensions matters. Members can contact a TPAS advisor as follows:-

The Pension Advisory Service

11 Belgrave Road

London

SW1V 1RB

Tel: 0300 '1231047

Website: www. pensionsadvisoryservice.org. u k

THE PENSIONS OMBUDSMAN

Should TPAS be unable to resolve the dispute, the member or TPAS may refer it to the Pensions

Ombudsman, who has been appointed to investigate and determine any complaint or dispute of fact or

law in relation to an Occupational Pension Scheme. He is completely independent, acts as an impartial

adjudicator, and there is no charge for his service.

The Pensions Ombudsman can be contacted at:

Pensions Ombudsman Service

11 Belgrave Road

London

SW1V 1RB

Telephone: 020 7630 2200

E-mail: enquiries@pensions-ombudsman.org.uk

Website: www.pensions-om budsman.org.uk
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PENSION TRACING

A pension tracing service is carried out by the DepartmentforWork and Pensions. This service can be
contacted as follows:

The Pension Service g

MailHandling SiteA
Wolverhampton

WV981LU

Tel:0345 600 2537

Website: www.gov.u Ufi nd-pension-contactdetails

65



Ja


