
Pension and Assurance Scheme for Lay Employees of the Methodist Church

Report to Members 2011
This report is designed to keep you informed about developments in the Scheme and the  
state of its finances and investments. The accounts of the Scheme for the 12 months  
ended 31 August 2011 have been prepared and audited and a summary is given on page 5.

Funding
An actuarial valuation (financial review) of the Scheme 
is carried out every three years. The last valuation 
was carried out on 1 September 2008. It showed a 
shortfall of assets relative to the Scheme’s liabilities 
for past service benefits of just over £2m. To meet the 
deficit, the employer’s contributions were increased 
by 6% from 18.1% to 24.1% of pensionable earnings 
and the member’s contributions from 7% to 8% of 
pensionable earnings from September 2009.

The next actuarial valuation is being carried out as of 
1 September 2011 and the preliminary results will be 
available to the trustees in January 2012. The Trustee 
will consult with the Methodist Council and the other 
employers that participate in the scheme about the 
results.

Active members and beneficiaries receive an annual 
summary funding statement with details of the latest 
funding position.

State Pension Age
The government has announced proposals for 
increasing the state pension age (SPA). Currently 
the SPA for men is 65. On 6 April 2010, the SPA for 
women started to increase gradually from 60 to 65. 
The state pension age for women will reach 65 by 
November 2018. 

From December 2018 the SPA for both men and 
women will start to increase, rising to 66 by October 
2020. Men and women born before 6 December 1953 
will not be affected by the change in SPA to age 66.

The government is also considering the timetable 
for future increases to the SPA from 66 to 68. 
Announcements have been made regarding the 
government’s intentions regarding the increase to 67; 
however, details have not yet been finalised. We shall 
keep you informed of any proposed changes via future 
copies of this report. 

You can obtain your State Pension age by using the 
calculator on the Pensions Advisory Service website 
at: www.pensionsadvisoryservice.org.uk/

Trustees
The Trustee Board consists of seven directors, four 
of whom are lay persons with relevant experience, 
appointed by the Methodist Council. A third of these 
directors retire by rotation each year and are eligible 
for reappointment. There are three member-nominated 
directors (MND) who serve for three years and retire 
by rotation but who can stand for re-election. 

Geoff Young (Pensioner), a member-nominated 
director, retired from the board on 31 August 2011 
and was replaced by Nigel Wrighton (Pensioner) who 
retired as pensions manager on 28 February 2011. 
Details of the current directors of the board are given 
on page six of this report.

Trustee Training
An annual training day for all Trustee Board members 
is run by the actuaries, and new members of the 
Trustee Board are required to attend an introductory 
trustee training course. The main topics covered at 
this year’s training day were the actuarial valuation 



and assessing the strength of the Employer Covenant; 
the employers legal obligation and its ability to fund 
the scheme now and in the future. Board members 
are kept up to date with developments in pensions at 
quarterly meetings and they can access the pension 
regulator’s trustee tool kit online. 

Data Audit
The pensions regulator has issued guidance to 
pension scheme trustees about improving the quality 
of membership data. Data falls broadly into two 
types: common or personal data, required to identify 
individual members (eg National Insurance number, 
date of birth, gender) and conditional data, which 
enables an individual’s benefits to be calculated 
correctly (eg a member’s status in the scheme). 
The regulator requires that by December 2012 the 
common data should be 100% accurate for all records 
created since June 2010 and 95% accurate for 
records created before that date.

The Pensions Office needs to ensure that certified 
copies of members’ birth and marriage certificates 
– together with their spouses’ birth certificates – are 
on file. Certificates can be certified by a minister of 
religion or other professional person. Alternatively, 
originals can be forwarded which will be copied by the 
Pensions Office and returned by recorded delivery. 

If you have received a request for any information, 
please forward this to the Pensions Office.

Members are requested to check their annual benefit 
statements and to let the Pensions Office know of 
any missing or incorrect personal data. 

Other Topics
Other topics considered by the Trustee during the year 
were:

 The annual compliance review of benefit 
calculations carried out by the Pensions Office is 
undertaken by the actuaries. The latest review 
was satisfactory and there were no major issues 
identified.

 The government announced the removal of the 
default retirement age from 1 October 2011. As a 
result, the Trustee Board has agreed that members 
should be allowed to continue to contribute to 
PASLEMC and continue to accrue benefits under the 
scheme for as long as they remain in employment. 
However, life assurance cover under the scheme 
will only be provided until the age of 65 or State 
Pension age – as will cover under the permanent 
health insurance policy, which provides income for 
members who are off sick for a prolonged period of 
time prior to retirement.

 The government announced its proposals about 
changing the index used for the statutory minimum 
indexation and revaluation in occupational pension 
schemes from the Retail Prices Index (RPI) to the 
Consumer Prices Index (CPI). The Trustee Board 
agreed to continue to link increases to pensions in 
payment in line with RPI as this was defined within 
the rules of the scheme. However, it was agreed 
that in accordance with the scheme rules, the 
revaluation applied to deferred pension between 
leaving and retirement would for future years of 
deferment be based on increases in the CPI. 

 The Trustee considered how it would deal with 
decisions on investments in the future as there 
was concern that not enough time was available 
to consider the detail, within the Board meetings. 
It was agreed to create a joint investment sub-
committee with the Methodist Ministers’ Pension 
Scheme (MMPS). The sub-committee is represented 
by Keith Woodley (Chair), Colin Pearson (Vice Chair), 
Graham Danbury, Reg Everest (MND – PASLEMC) 
and Michael Giles (MND – MMPS).

Transfer-in
Due to the funding position, the Trustee no longer 
provides added years of pensionable service in the 
scheme following a transfer-in from a member’s 
previous pension arrangement. However, the Trustee 
will accept transfers-in to the additional voluntary 
contribution scheme which is run by an insurance 
company, Aegon Scottish Equitable. Members should 
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obtain independent financial advice before proceeding 
with a transfer. Members may choose to invest the 
transfer value in the AVC scheme in either a cash 
deposit or with-profit fund. The fund available at 
retirement can be taken either as a cash sum or 
converted into additional pension, subject to HM 
Revenue & Customs’ limits. 

Pension Increases
The scheme gives guaranteed annual increases 
to pensions in payment. There are three levels of 
increase related to different periods of pensionable 
service. Pension accrued for service before 
1 September 1998 in respect of those members who 
joined before 1 December 1997 increases at a fixed 
5% per annum. Pension for service from 1 September 
1998 – 5 April 2005 is increased by the lower of 
5% per annum or the increase in the Retail Prices 
Index (RPI). Pension for service after 5 April 2005 
is increased by the lower of 2.5% per annum or the 
increase in the RPI.

Pension increases are effective from 1 September 
each year and are considered in conjunction with the 
July RPI. The RPI for July 2011 was 5%. Accordingly, 
pensions for service prior to 1 September 1998 
were increased by 5%, pensions for service from 
1 September 1998 – 5 April 2005 were increased by 
5% and pensions for service from 6 April 2005 were 
increased by 2.5%. 

Membership Profile

 Active  Pensioners  Deferred
 Members   Members

2011 210 181 204

2010 204 175 203

Deferred members are former contributors whose pensions are held 
in the Fund for payment when they reach retirement age.

Investments
The Trustee is responsible for setting investment 
policy, taking advice from the actuaries and the 
investment manager (the CFB) and consulting with 

the Church. The investment policy is set out in a 
statement of investment principles which is reviewed 
annually and is available from the Pensions Office 
(see page six). The asset strategy is 60% equities, 
35% bonds and 5% property. The Trustee has set the 
following performance objective for the investment 
manager: an annual return which at least equals a 
composite index return measured over rolling three-
year periods.

The day-to-day management of the fund is delegated 
to the investment manager. The Trustee receives 
an annual report on the investment manager’s 
costs from the actuaries. The Trustee is satisfied 
that the investment costs are reasonable and they 
compare favourably with those of external investment 
managers. The Trustee also receives a record of the 
CFB’s voting on resolutions of the companies in which 
it invests and is a member of an interdenominational 
Church Investor’s Group.

The Trustee has a social, environmental and 
ethical investment policy consistent with that of 
the Methodist Church. To ensure compliance with 
the policy, the Trustee reviews the Joint Advisory 
Committee on the Ethics of Investment’s annual report 
to the Conference.

The market value of the fund increased from £32.5 
to £35.4 million (see the Fund at a Glance page). The 
investment return of the fund over the 12 months to 
30 September 2011 was -0.5% compared with -0.6% 
for the benchmark index. Over 3 years the return was 
7.7% per annum, compared with 7.4% per annum 
for the benchmark index. If the benchmark return is 
adjusted for ethically excluded stocks, it would have 
been 0.1% lower over one year and 0.3% per annum 
lower over three years.

As of 31 August 2011 the fund was invested in the 
types of assets listed on next page.

The Board supports the principles of the UK 
Stewardship Code. This is a code published by 
the Financial Reporting Council (FRC) which is an 



4

independent UK regulator responsible for ensuring 
public confidence in the financial reporting and 
governance of UK companies. The code sets 
guidelines for institutional investors in order 
to promote best practice in engaging with the 
companies in which they invest. The FRC considers 
that institutional investors have a responsibility to 
ensure they engage effectively with those companies 
in which they invest. The code is directed at firms 
which manage equity assets in their role as owner. 
The code is not mandatory but sets out the level 
of good practice which the FRC believes investors 
should aspire to achieve. 

The scheme has just one investment manager, the 
Central Finance Board of the Methodist Church (CFB). 
The Investment Committee carried out a review of 
the scheme for compliance with the code. The review 

concluded that the CFB are compliant with all the 
seven principles of the code. The CFB has a policy 
statement on its website, which outlines its response 
to these principles. It also publishes detailed policies 
and other information which demonstrate compliance 
with the code, such as its voting policy and reports of 
voting activities. 

The Investment Committee will review compliance 
with the code annually and will update the statement 
of investment principles at the next appropriate 
opportunity to include reference to the code.
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How the Fund is invested:

14%
Shares in overseas 

companies

49%
Shares in UK companies

4%
Cash

7%
Inflation Linked  

Stock

6%
UK Government 
fixed interest

17%
Corporate bonds

3%
Property



The Fund at a Glance 
The Trustee produces audited accounts each year. The year to 31 August 2011 is summarised below.

Paid in during the year
(£’000)

£1,462
Employer contributions

£81
Members’ Additional

Voluntary Contributions

£14
Transfers received and  

other income

At 1 September 2010 
the Fund was

(£’000)

£32,552

£2,058
Net funds for investment

£822
Increase in market  

value of investments

The market value of the Fund at 31 August 2011 was
£35,432

£572
Pensions

£29
Leavers’ benefits

ie, refunds and transfers 
to other schemes

£0
Lump Sum benefits

Paid out during the year 
(£’000)

A copy of the full Trustee’s annual report and accounts for the year ended 31 August 2011 
can be obtained from the Pensions Office.
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£1,015
Investment and other income

£484
Members’ contributions

£46
Rental income

£164
Administration costs

£246
Retirement Lump Sums

£33
Insurance premium  
for death benefits
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TRUSTEE

The Trustee is a corporate body with a board of 
seven directors, which meets four times a year. It 
is responsible for looking after the Scheme and 
the interests of members. The current directors 
are:-

Colin Pearson (Chair), Ronald Calver, Graham 
Danbury, and Keith Woodley (Vice Chair) all 
appointed by the Methodist Council. Reg Everest 
(Methodist Church House), Bill Seddon (Central 
Finance Board), and Nigel Wrighton (pensioner) – 
all elected by Scheme members.

Directors serve for three years and retire by 
rotation but may be reappointed. Bill Seddon’s 
term of office expires on 31 August 2012 and 
he will be standing for re-election. Nominations 
have been invited from any member receiving a 
pension from the Scheme to fill the vacancy from 
1 September 2012. If more than one nomination 
is received, a ballot will be held.

ADVISERS

The Trustee receives help in running the Scheme 
from the independent professional firms shown 
below:-

* Actuaries
BWCI Consulting Limited

* Auditors
Mazars LLP

* Bankers
HSBC plc

* Investment Manager
The Central Finance Board of the 
Methodist Church

* Solicitors
Pothecary Witham Weld

Summary of Benefits

On retirement

 A pension based on final pensionable earnings x 1/70 
(1/60 for service before 1 September 2006) x years of 
Pensionable Service.

 The option to exchange part of the pension for a tax free 
lump sum.

 Annual pension increases.

On death after retirement

 A spouse’s/civil partner’s pension equal to half your own 
pension (before you exchange any part of it for a cash 
lump sum).

 Dependent children’s pensions equal to 25% of the 
spouse’s pension for each child under age 18, subject to 
a maximum of 4 children.

 A lump sum payable if you die within five years of starting 
to receive your pension.

On death before retirement

 Spouse’s/civil partner’s pension equal to 25% of your 
annual salary.

 Dependent children’s pension equal to 25% of the 
spouse’s pension for each child under age 18, subject to 
a maximum of 4 children.

 A lump sum equal to 3 x your annual salary.

The Trustee has discretion as to whom any lump sum benefit is paid. 
If you wish you may nominate a beneficiary by completing a form 
available from the Pensions Office. The Trustee will usually take your 
wishes into account but need not be bound by them.

In addition there is a permanent health insurance scheme 
which provides the following benefits as a result of any long-
term absence due to sickness or disability:

 Income equal to 75% of your annual salary less State 
Incapacity Benefit.

 Annual increases on your disability income.

 Pensionable service continues without interruption during 
your absence.


