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Chair’s introduction
Welcome to your new edition of Pensions Update, the annual newsletter for
members of the URC Ministers’ Pension Fund. The Pension Fund is a ‘defined
benefit’ pension scheme (sometimes referred to as a final salary scheme)
which provides its members with a pension based on their ministerial service
and stipend at retirement.
Since the last edition of Pensions Update we have completed the 2018
actuarial valuation of the Fund and submitted it to the Pensions Regulator for
their perusal. While the detail of the report is covered later in this newsletter,
the overall outcome was that the Fund is in a much stronger position than at
the previous valuation and far better than those preceding it.
The period to eliminate the difference between the assets’ value and the
Actuary’s estimated value of our liabilities has reduced significantly and the
cash requirement to do so has also been reduced. The situation has arisen due
to excellent investment returns since the 2015 valuation, which have more than
offset the increasing cost of the Fund’s benefits as interest rates have continued
to fall. The lower interest rates have however led to an increase in the expected
cost of future accruing benefits.
The overall impact of improving solvency and higher expected future costs
has led to an increased contribution from the Church from January 2019.
The Regulator has asked all pension funds to formally describe how they
address the impact of environmental change, the wider impact on society of
the businesses in which we invest and the strength governance throughout
the whole investment activity in the Statement of Investment Principle (SIP).
We have always treated such matters very seriously and have completed the
adjustments to our SIP. We will approve the amendments well before the
regulations come into force.
Mr Richard Nunn, Chair
The United Reformed Church Ministers’ Pension Trust Limited
86 Tavistock Place, London WC1H 9RT
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Trusteeship
Currently, the directors of the United Reformed
Church Ministers’ Pension Trust Limited are:
The Revd Daniel Cheyne  +
Mr Richard Nunn (Convenor & Chair)
The Revd Paul Bedford  +
Ms Bridget Micklem
Dr Chris Evans (Convenor of the Pensions Executive) ◊
The Revd David Coote (Convenor of the MoM Committee)  ◊
The Revd John Piper (Deputy Treasurer of the Church)  ◊
The Revd Caroline Vodden  +
The Revd Dr Janet Tollington  +
Mr Lyndon Thomas
Miss Margaret Atkinson
The Revd Dick Gray (Convenor of the URC Investment Committee) ◊
The trustee directors marked  are also members of the Pension Fund.
Those marked ◊ are ex officio members.
Those marked + were nominated by members of the Pension Fund.
The board membership remained stable due to the patience and flexibility
of the Revd James Breslin, who remained beyond his term, almost to the end
of the year, before being replaced by a new member-nominated trustee, the
Revd Daniel Cheyne.
Daniel joins us at a time when we have been encouraged to look more
closely at the relationships between the Ministers’ Pension Trust and all
its stakeholders within the Church. This activity is in part driven by the
Pensions Regulator, who polices all pension schemes to ensure that the
members’ benefits are protected in all foreseeable circumstances. This
activity will keep us fully engaged through 2019.
We are indebted to James Breslin and all the ongoing trustee directors for
their full participation in discussions which are so important to all our future
activities. Administering a pension fund has always been a challenging
role. The more you dig into issues, the deeper the understanding of how
challenging it is!
Pensions Update 2019
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2,881

Fund at 1 January 2018: £140,012
All figures are in £000s

1,458
Ministers' contributions 1,0 0
5
Other 17

Income

Investment income

Total income

5,361

Pensions

Increase in market
value of investments:
£1,342

Management expenses

6,172

422

Pension commutation and
lump sum benefits 206
Insurance premiums 118
Transfer values paid 66
Death benefits 3

Total expenditure

6,987

Expenditure

Church contributions

Fund at 31 December 2018: £139,728

• Transfer values represent monies which leave the Pension Fund when a member joins another scheme
or monies brought into the Pension Fund when a new member joins from another scheme;
• Management expenses comprise mainly fees to advisors (e.g. the Investment Fund Managers); and
• Pension commutation is lump sums paid on retirement to members who decided at retirement to
exchange part of their pension for a lump sum payment.
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Financial progress of the Pension Fund
A summary of the Pension Fund’s income and expenditure in the year to
31 December 2018 is detailed on page four. A full set of the audited
accounts, which is expected to receive an unqualified audit opinion, is
contained in the Trustee’s Report and Accounts for 2018, a copy of which
is available on request.
Over the course of the year, the Pension Fund decreased by £0.3m to
£139.7m.

Statement by the Actuary – 2018 Actuarial valuation
The actuarial valuation of the Fund at 1 January 2018 has been completed.
This was the Pension Fund’s fifth valuation under the Scheme Specific
Funding legislation and has built on the principles established in the
preceding four valuations.
The Annual Summary Funding Statement included in this
Pensions Update summarises the results of the valuation,
from which you will see that the deficit has reduced to £4m
as at 1 January 2018 (compared with a deficit of £16.6m
reported in the 2015 valuation). The Trustee and Church
have agreed a revised recovery plan, one that targets the
recovery of the deficit by 30 June 2025; shortening the
plan by six years from that which was in place following
the 2015 valuation. The cost of accruing benefits continues
to rise, however, as gilt yields fall. While the deficit recovery
plan is shorter than it was following the 2015 valuation,
the cost to the Church of providing accruing benefits has
increased, and the overall level of contributions to the
Fund is higher than it was three years ago. The Summary
Funding Statement provides further detail about the Church’s contribution
to the Pension Fund.
One of the key focusses of the Pensions Regulator currently is to support
and encourage trustees in identifying and managing the risks to which
their pension schemes are exposed. I will be working with the Trustee and
the Church over the next valuation cycle to ensure that the benefits that
you have built up in the Pension Fund are not unduly exposed to risk,
and remain secure.
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Update on Church support for the Pension Fund
The United Reformed Church is committed to the defined benefit pension
scheme and fully supports the Ministers’ Pension Fund. This commitment
has been expressed in resolutions of General Assembly. As reported on
page five, the actuarial valuation of the Fund at the beginning of 2018
showed a deficit of just short of £4m. This compared with a deficit of £16.6m
three years previously. The directors of the URC Trust agreed to maintain
the formal guarantee provided to the Trustee of the Pension Fund at a
maximum of £16m for at least the next three years.
After each actuarial valuation, a ‘Schedule of Contributions’ is agreed
between the Trustee and the URC which comprises future service
contributions relating to the current service of active ministers and
deficit contributions intended to eliminate the deficit on the Fund over
a reasonable period. Following the 2018 valuation, the total employer
contributions have gone up about £0.25m per year from 2019 made up of
a £0.5m reduction in deficit contributions and a £0.75m increase in future
service contributions, the latter mainly caused by the continuing poor
performance of the financial markets. There has been no change in the
rate of contributions made by active members.
Most of the money to cover these employer contributions to the Pension
Fund comes from the payments made by local churches to the Ministry
and Mission (M&M) Fund. In 2018, the total giving by local churches to
this M&M Fund totalled just over £19m. This was slightly above budget
and only 0.5% down on the previous year – a lower reduction than in
recent years.
Important contributions to the Pension Fund have also
come from the Synods. The November 2018 meeting of
Mission Council approved a balanced budget for the
URC for 2019, but this included a figure of £0.2m of
‘other income’. That same meeting also asked Synods to
consider donating 10% of the proceeds of non-manse
property sales to the Pension Fund. Over half of the
Synods have already made that commitment. Although
such proceeds of sale are unpredictable, these donations
will help the URC meet its obligations to the Pension Fund.
In practice, the central budget of the URC was in surplus in
both 2017 and 2018 by around £0.85m, mainly because of
more minister retirements than had been expected.
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Synods

Annual Summary Funding Statement
It is a requirement under the Pensions Act 2004 that every year the directors
issue members with a Summary Funding Statement. The 2019 Summary
Funding Statement is detailed below:
Summary Funding Statement made in accordance with the
Scheme Funding Regulations 2005/3377

This statement relates to the actuarial valuation carried out as at 1 January
2018 and the subsequent report prepared by the Actuary on the development
of the funding position over the following year.
In accordance with legislation an ongoing valuation was carried out as at
1 January 2018. This assumes that the Pension Fund continues with the
Church’s contributions being made at the recommended levels.
The valuation showed assets of £140.0m and liabilities of £144.0m, resulting
in a funding level of 97% (and a deficit of £4.0m).
The previous valuation at 1 January 2015 reported a deficit of £16.6m. The
reduction in the deficit from £16.6m to £4.0m between valuations was primarily
due to achieving much higher returns on invested assets than expected. This
was partially offset by the increase in technical provisions arising from falling
gilt yields and increased inflation expectations. The improvement in the funding
position is also aided by the deficit contributions paid by the Church.
The Deficit Recovery Plan agreed by the Trustee and the Church as part of the
2018 actuarial valuation is that the Church contributes £565,000 p.a. of deficit
contributions over a deficit recovery period of 6 years 6 months from 1 January
2019. These payments will increase on 1 January each year in line with the
percentage increase in a minister’s stipend. The deficit contributions payable by
the Church equate currently to approximately 5.6% of total stipends.
In addition to the deficit contributions, the Church contributes to the Pension
Fund at a rate of 21.95% of stipends to fund the benefits which continue to accrue
to contributing ministers. Ministers contribute at a rate of 7.5% of stipends.
As a sign of its support to the Pension Fund the United Reformed Church
Trust has given the Pension Fund a guarantee of £16m, backed by the assets
of the Trust. Such a guarantee would only be called upon if the Church were
unable to make its contributions to the Pension Fund.
The Trustee has received a report from the Actuary on the developments
that have affected the Pension Fund over the year since the 1 January 2018
Pensions Update 2019
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valuation date. Without having undertaken a full valuation as at 1 January 2019,
the Actuary estimates that the Pension Fund’s assets fell short of the technical
provisions by £4.9m, representing a funding level of 97%. This compares to a
deficit of £4.0m at 1 January 2018, a funding level of 97% (the funding level
actually fell from 97.3% to 96.7% however both round to 97%).
Over the year from 1 January 2018 the deficit increased. The worsening of the
deficit is primarily attributable to changes in market conditions, which increased
the Pension Fund’s technical provisions. This was partially offset by deficit
reduction contributions received from the Church.
The Pension Fund continues to invest approximately 60% of its assets in a
pooled fund of index-linked bonds. The remainder of the assets are primarily
invested in an actively managed portfolio of equities and there is an allocation
of around 10% of the assets to a property pooled fund.
In the 1 January 2018 valuation, the Actuary also considered the hypothetical
situation of the Pension Fund winding up on 1 January 2018. This is based on
the assumption that the assets are invested in appropriate insurance policies
at that date. On this basis the Actuary estimated that the assets would have
been sufficient to meet approximately 66% of the liabilities. It is a statutory
requirement that all pension schemes include this information in the Summary
Funding Statement and the Trustee would like to stress that there is no intention
to wind up the Pension Fund nor to purchase annuities on terms currently
available from insurers. We also have a statutory obligation to inform you that
if the Pension Fund were ever to wind up at a time when the Church did not
have sufficient funds to cover the cost of buying out members’ benefits with
an insurance company, the Trustee would apply for admission to the “Pension
Protection Fund” set up by the Government which would meet a significant part
of the benefits due to members.
No payments have ever been made to the Church or any other employer
associated with the Pension Fund under the terms of Section 37 of the Pensions
Act 1995, which permits such payments in certain circumstances. The Pension
Fund has not been modified by The Pensions Regulator under Section 231(2)
(a) of the Pensions Act 2004, nor is it subject to any directions by The Pensions
Regulator under Section 231(2)(b) of that Act or bound by a Schedule of
Contributions imposed by The Pensions Regulator under Section 231(2)(c) of
that Act.
Should you have any questions on this statement or more generally then
please contact Rob Seaman at Church House, 86 Tavistock Place, London,
WC1H 9RT from whom further information is available.
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Investment report

The 2018 investment report – a year for strategic thinking and
relatively benign markets
The problems anticipated in the investment arena in 2018 have continued
into 2019. Brexit has not yet happened, and it continues to be unclear
how it will eventually be resolved. That resolution will clearly impact the
investment portfolio, but precisely how is still unclear.
We continue our policy of dividing our investments into three categories:

• Index-linked bonds to match our pension obligations in relation to
interest and inflation risk,
• Equities to deliver the growth of funds needed to meet liabilities, and
• Property to give steady returns.
All our investments have performed close to our expectations, and
our new equity manager, Newton Investment Management (NIM) has
delivered the returns we expected. The decisions we took in 2017 have
had a small positive impact on the costs of managing our investments.
The types of equities that we hold are those that are not likely to be
significantly affected by the outcome of Brexit but could potentially
be impacted by global slow down in trade, driven by the protectionist
measures originating in the United States of America.

We are no longer operating to ethical exclusions. However, none of our
investments within the new equity fund include assets which we would
previously have excluded. There are currently no fossil fuel businesses in
the Fund. We continue to use our membership of the Church Investors
Group and United Reformed Church General Assembly ethical principles to
guide our governance of NIM. We continue to encourage our investment
managers to take a stronger line on holding companies to account for
their actions in relation to ethical, social and governance issues as well
as sustainability.
One of the major issues for 2019 is likely to concern
the impact of climate change on the sorts of
companies that we invest in. There is considerable
pressure to look very carefully at those industries
that contribute to climate change to see whether
they are taking the sort of steps that as responsible
and ethical investors we should expect. Clearly today
Pensions Update 2019
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there are no real alternatives to the use of fossil fuels for heating and
for transport. We need to encourage further development of alternative
strategies for energy production and distribution.
Another area that will see increased scrutiny in the near term is the use of
water. There is predicted to be a global shortage of water in many parts of
the world in the medium term.
From the performance view, equity markets continued to rise driven by
an excess of cheap money. UK government index-linked bond yields,
which drive the calculations of the Fund’s liabilities (lower yields equate
to higher liabilities and vice versa), did not show any particular desire to
recover after the heavy fall in yields that we witnessed after the 2016 EU
membership referendum. Bonds ended 2017 roughly where they started,
still at historically low levels.
Thanks to the strong equity returns up to the end of 2017, the net effect of
everything was a steady reduction in the pension scheme deficit calculated
on the ongoing basis that was adopted in the 2015 actuarial valuation.
Assets grew faster than the value of our accrued liabilities.
We spent a considerable time in 2018 considering
whether it would be appropriate to move further in the
direction of a liability driven investment strategy, where
we try to more closely match our investment portfolio
to the liabilities in the Pension Fund. So far, we have not
decided to alter our current strategy, which is in practice
quite closely matched to the value of our liabilities.
What happens next? Trade wars are in full swing and
the US Federal Bank wants to crank up interest rates
and to stop pumping money into the US economy in
order to mitigate President Trump’s inflation stimulus
to the US economy. The UK and European Central
Banks are floating similar ideas that if political and
economic uncertainty is reduced, bond yields may
soon be starting to edge up reducing the value of our
liabilities. Equities may face high volatility, but our holdings ought to be
less sensitive to the changing environment.
It is impossible to predict what will happen, but the steps we have taken
should reduce the impact upon us.
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Benefit matters
Flexible benefits
A number of new flexibilities
were introduced following the
government’s budget in 2014.
We reported these in previous
versions of Pensions Update,
but here is a brief reminder.

Small pension ‘pots’
If you have only built up a small level of benefit in the Pension Fund (or
across several schemes), you may be able to draw it all as a cash sum after
you have reached your 55th birthday, instead of a pension.

• Single schemes: You may take cash from a pension scheme if your
benefits in that scheme are worth less than £10,000.

• Your overall benefits: You may take cash from a pension scheme even

if your benefits exceed £10,000 in value, but only if the value of your
benefits from all your pension schemes in the UK totals less than £30,000.

You can find out whether your pension falls within the commutation
limits by contacting Rob Seaman at Church House, but to give you a very
rough indication, a pension of £500 p.a. on retirement at age 65, or a
pension of £400 p.a. payable from age 55, are likely to fall within the single
scheme threshold of £10,000. For the £30,000 limit, the pensions you will
receive from all schemes must total less than £1,500 p.a. and in some
circumstances, the total may need to be lower.

Defined contribution (DC) flexibilities
These flexibilities apply to members of the Pension Fund who have paid
additional voluntary contributions (AVCs) into the cash balance scheme
attaching to the Fund, and also apply to any DC pension savings outside
the Pension Fund.
Briefly, there is now the scope to take the whole of your AVC fund as a
lump sum, although, depending upon your circumstances, only part of
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it will be payable tax free. However, if you wish to take full advantage of
the new flexibilities and operate your AVC fund in a similar way to a bank
account, by drawing from it as and when you require funds, then you will
need to transfer your AVC fund to a suitable provider. This is because,
unfortunately, we do not have the administrative resources to provide this
level of flexibility from the Pension Fund. If you wish to pursue a more
flexible approach, you are permitted to transfer your AVC fund out of the
Pension Fund without transferring your final salary benefits.
The option of taking a tax-free lump sum from your AVC fund and
purchasing an annuity in the Fund, or with an insurance company, with the
balance of your AVC fund continues to be available.
In the light of the new pension flexibilities, the government has launched
a service called ‘Pension Wise’ www.pensionwise.gov.uk to help guide
people through their pension retirement choices.

Pension scams
There is a statutory requirement that you take
financial advice before transferring your final
salary benefits out of the Pension Fund if the
transfer value is for more than £30,000. Even
if your transfer value is under this threshold,
the Trustee strongly recommends you take
independent financial advice from someone
qualified to give that advice before taking
any action.
The Pensions Regulator has also issued
guidance which requires pension scheme trustees and
administrators to carry out certain checks before making transfer
payments. As part of this campaign, trustees and pension providers
are being encouraged to raise members’ awareness and to be alert to
potentially fraudulent pension scams.
There are significant tax consequences where pension scheme members
access their pension savings before age 55 (except in very limited
circumstances) and these tax charges and penalties can amount to more
than half the value of a member’s pension savings. Therefore, in order to
make an informed decision about a transfer and to seek any appropriate
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additional advice, it is important to have all relevant documentation and
information about the transfer, the terms and conditions and how your
pension will be paid on retirement.
The Pensions Regulator states that it is crucial that members
understand any transfer they agree to and should always receive
adequate documentation from the receiving scheme.
A leaflet providing advice on how to spot the warning signs of pension
scams can be found on the Pension Advisory Service’s website or at the
following web address. bit.ly/PensionScamsURC.

Flexibility over when you take your retirement benefits
The Pension Fund’s normal retirement age (NRA) is 68 for both males and
females, with the exception of those members who opted out of the 2013
benefit changes and retained a NRA of 65.
You have flexibility in when you choose to take retirement benefits and in
when you stop working. These do not need to be on the same date and
the finance office can provide guidance on the financial implications of
these options.
The level of benefits you receive is determined by when you choose to
start receiving your pension;

• Take retirement benefits at NRA.
• Take benefits early – benefits can be taken between age 55 and 68

with a reduction applied to your pension for each year of retirement
prior to NRA. The amount of tax-free cash will also be less than if you
retired at NRA.

• Take benefits late – You may defer receipt of your benefits up to age

75. This will benefit from a late retirement enhancement or additional
service will build up if you remain in stipendiary service.

For members with service before 1 January
2013, this element of service is treated as
having a NRA of 65, which means that on
retirement at age 65, this part of the pension
is not reduced.
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Reduction in the money purchase annual allowance
The taxation authorities limit the amount of pension that you may build up
each year without there being any additional taxation implications. This is
called the annual allowance and amounts to £40,000. If the value of your
pension benefits earned over a tax year (including any contributions you
make to the Pension Fund’s AVC arrangement, or to any other pension
plan) then a tax charge is payable on the excess over the annual allowance.
The annual allowance tax charge is levied at your marginal income tax rate.
In certain circumstances, a second lower annual allowance applies of just
£4,000. This is called the money purchase annual allowance, and this lower
allowance applies to any money purchase pension savings you continue
to make after you have started ‘drawdown’ access of any money purchase
pension benefits that you may have already built up. ‘Money purchase’
pension benefits, in this context, include the Pension Fund’s cash balance
(AVC) scheme.
The low level of the money purchase annual allowance means you should
be careful to factor it in to your planning should you plan to access any
money purchase pension benefits (such as AVCs you have paid to the
Pension Fund) using ‘drawdown’ provisions while continuing to make
contributions to any money purchase pension arrangement. Please note
that if you are able to take the whole of your AVC benefits as a tax-free
lump sum then that does not count as ‘drawdown’ and would therefore
not trigger the money purchase annual allowance.
If you have any concerns, you may request further information from
Rob Seaman at Church House. Should you require any advice, Rob
will not be able to provide this and you should arrange to speak to a
financial advisor.

New state pension
In April 2016 the old basic state pension and state
second pension were replaced with a single-tier
state pension. The new state pension arrangement
will only apply to members reaching their state
pension age from April 2016 onwards – existing
state pensions will be unaffected.
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The maximum entitlement under the new state pension is currently
£168.60 per week for a single person.
To receive the full amount of new state pension from your state pension
age you will need 35 qualifying years, earned by either making national
insurance contributions or receiving national insurance credits. If you
have ten or more qualifying years, you will receive some level of the new
state pension.

Moving to non-URC posts
Members may not be aware but there can be pension implications if part
of their role is for an organisation other than the URC. Therefore, if you
are considering taking up a non-URC post, please contact Rob Seaman to
discuss the potential pension implications.

Personal data
In order to administer your pension benefits it is necessary for the Pension
Fund to hold certain pieces of personal data. For further information
see our data privacy notice which can be accessed online at: bit.ly/DataPrivacy-Pension. Alternatively, hard copies can be provided on request –
see further information overleaf for contact details.

Some reminders
The Pensions Regulator is the regulator of work-based
pension schemes in the UK. The Pensions Regulator’s website has useful
links via the Scheme Members section on the homepage to a number of
useful addresses www.thepensionsregulator.gov.uk.
The Trustee and its advisers must hold certain information about you
to ensure that the Pension Fund is managed efficiently. In order for the
Trustee’s records to be kept up-to-date, please notify the Pension Fund’s
administrators of any changes to your personal circumstances, for example
a change of address or marital status. This will ensure the timely payment
of pensions and enable the Trustee to keep you informed about any news
affecting your benefits.
Pensions Update 2019
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Expression of Wishes

Members of the Pension Fund who are in stipendiary service
should also remember to keep their Expression of Wishes Nomination
Form up to date. The Expression of Wishes Nomination Form is used
by the Trustee to help decide who should receive the lump sum death
benefit and in what proportions. Not having completed a form or
failure to keep the form up to date could lead to a delay in settling
death benefits. The appropriate form is available on request.

Further information
You can obtain further information on any items covered in this
edition of Pensions Update and matters affecting your own pension
by contacting Rob Seaman at Church House, 86 Tavistock Place,
London, WC1H 9RT.

tel: 020 7691 9869

email: rob.seaman@urc.org.uk
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