


What is the purpose of the Summary Funding Statement?
The Trustee of the Scheme is required by law to provide all members 
with a summary funding statement every year to let them know about 
the Scheme’s funding position.  The formal statement, which is enclosed, 
summarises the results of the most recent actuarial valuation (financial 
review) of the Scheme as at 1 September 2011.

What is the purpose of this Q&A version?
The Trustee is obliged to provide lots of technical information in the formal 
statement.  You might find this short version helpful as it highlights the most 
important things.  It should be read in conjunction with the full version.

What are the results of the 2011 actuarial valuation?
The results have been produced on two bases.  One assumes that the 
Scheme will continue in its present form – the ongoing basis.  The other 
assumes that the Scheme was closed at the valuation date and that all 
liabilities were bought out with an insurance company – the solvency 
basis.  The results on these bases are as follows:

Ongoing valuation 
basis  £m

Solvency valuation 
basis  £m

Target level of assets 37.6 54.5

Actual value of assets 35.4 35.4

Shortfall in assets 2.2 19.1

Funding level 94.3% 65%

The Trustee is required by law to inform you of the funding level on the solvency 
basis. This does not mean that the Methodist Council is considering closing the 
Scheme.

What have the Trustee and the Methodist Council agreed to do about 
the funding shortfall?
In the light of the valuation results, the Trustee recommended to the 
Methodist Council that total employer contributions should continue 
at the rate of 24.1% of pensionable earnings.  Of this amount, 4.3% of 
pensionable earnings would be paid to eliminate the shortfall over a 
period of 8 years 6 months from the actuarial valuation date.  This is a 
year earlier than under the recovery plan agreed three years ago.

Summary Funding Statement 
Questions and Answers 2011



How has the funding position changed since 1 September 2008?
The funding position of the Scheme is virtually unchanged since its 
position in 2008.  The main factors having a negative effect on the 
funding position are the changes in the financial actuarial assumptions 
to reflect current market conditions and lower than expected investment 
returns over the intervaluation period.  To offset these negative effects, 
there have been a considerable number of leavers, and an increased 
number of new members whose employer contributions go partly towards 
eliminating the shortfall.  

Why are the funding levels on the two bases shown so different?
The assets needed for full solvency (ie to ensure that all the liabilities 
could be bought out with an insurance company) are likely to be much 
greater than the assets needed for full funding on the ongoing basis. This 
is partly because insurance companies are by law required to invest 
in low risk assets, which are likely to give lower returns, and partly 
because allowance has to be made for the costs and profits of insurance 
companies.

Even if the Scheme was fully funded (ie the funding level was 100%) on 
the ongoing basis, the  funding level on the solvency basis would be likely 
to be below 100%.

What would happen if the employers were unable to pay any future 
contributions?
In the unlikely event that the Methodist Council or any of the other 
Employers became insolvent, the assets of the Scheme in respect of 
the insolvent Employer would be used to secure benefits for its Scheme 
members.  If there was a shortfall in the assets on the solvency basis 
benefits would not be secured in full for all members.  However, the 
Pension Protection Fund (set up by the Government to help members of 
pension schemes whose sponsoring employer becomes insolvent) would 
ensure that all members would receive a minimum level of benefits ie, 
broadly 100% of your pension if you are over pension age (65 years) and 
90% if not, subject to an overall monetary cap.  Future pension increases 
would be restricted to limited levels.



When will the contributions payable to the Scheme be reviewed next?
The next actuarial valuation of the Scheme will take place on 1 September 
2014.  The contribution rates payable to the Scheme by members and the 
employers will be reviewed at that time.

Will the funding shortfall be eliminated by the next actuarial 
valuation?
No, it is not expected that the shortfall will be completely eliminated by 
the time of the next actuarial valuation.  It is anticipated that it will take 
around eight and a half years from the valuation date to make up the 
shortfall.

Where can I get further information?
If you have any questions or would like to receive a copy of any of the 
documents listed in the enclosed statement, please contact the Pensions 
Office.  

The Pensions Office, The Methodist Church, Methodist Church House,  
25 Marylebone Road, London NW1 5JR Telephone: 020 7486 5502  
Email: pensionshelp@methodistchurch.org.uk
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