4. Connexional Central Services Budget 2011-12
Basic Information

	Contact Name and Details
	John Ellis, Secretary for Team Operations, 020 7467 5297
EllisJ@methodistchurch.org.uk

	Status of Paper
	Final

	Resolutions
	4/1. The Conference adopts the Connexional Central Services Budget for 2011-12, noting the drawdown of money from Restricted and Designated Funds, including the Training Assessment Fund.
4/2. The Conference agrees the District Assessment allocations set out in Appendix 1. 


Summary of Content

	Subject and Aims


	The paper sets out the Budget for 2011/2012 as recommended by the Council. 

	Main Points


	· Gross expenditure is proposed to increase by 2.3%, a reduction in real terms.

· Income is lower than in 2010/2011.

· The Budget assumes substantial draw downs from designated and restricted funds, including a further £0.5m from the Training Assessment Fund in addition to amounts already authorised.

· The overall Budget implies a deficit, and therefore a drawdown from the Methodist Church Fund, of £0.6m.

	Background Context and Relevant Documents (with function)


	The General Secretary’s report to the Conference. 

	Impact
	The Budget would broadly allow existing work to be sustained. This is achieved by drawing down some Funds from reserves pending the 2012 Conference making strategic decisions on some major areas of expenditure. The budget implies some increase in the total to be raised from District Assessments, but the increase will be less than the rate of inflation. Overall staff headcount remains unchanged. 

	Risk
	Approving a deficit Budget would reduce the balance in the MCF below the current target minimum level for reserves.  The Budget could also encourage ideas of future profligacy by proposing only limited immediate pain.


Connexional Central Services Budget 2011-12
Budget Overview

1. This paper presents the proposed Budget for 2011-12, as recommended by the Council. 
2. The major areas of expenditure within this budget of interest to local churches include the following:

· Initial training and continuing development of presbyters and deacons

· Support for Local Preachers

· Youth Participation Strategy 

· Grants to District Advance Funds and directly for district and circuit projects

· Resources for Promoting Discipleship 

· Methodist Publishing 

· More than Gold Olympics and Paralympics Project 
· Funding for District Chairs 

3. Excluding the grants budget, the total gross expenditure in this draft budget for 2011-12 is £20.53m, which compares with an equivalent figure of £20.07m in 2010-11.  This represents a 2.3% increase in proposed expenditure, which is significantly below both the standard measures of inflation (CPI and RPI) and therefore represents a reduction in real terms.  The money available for grants to the wider Connexion and to Partner Churches abroad is virtually unchanged at £6.52 million, a reduction of 1% from 2010-11.  

4. Despite this degree of expenditure control, the draft budget is again a deficit budget.  This is the case even after drawing down significant sums from restricted funds to offset some of the expenditure and minimise the bottom line deficit to be borne by the unrestricted Methodist Church Fund (MCF).  Nonetheless the Council believes this is a responsible and justifiable budget in current circumstances.  
5. A very substantial amount of work is being done within the Finance Office to develop better monitoring and classification systems, not least in order to be able to respond to the Conference’s request to move to three year budget planning.  However not as much progress as had been hoped has been made towards providing a realistic feel for years beyond 2011-12 and no comprehensive numbers are provided here. Despite this, some of the key longer term issues are clear and these are discussed in the report.

The wider context

6. As in previous years, it is worth remembering that the budget presented here is not in any sense the budget of the Methodist Church.  For example, the direct remuneration costs for staff represented in this budget total £10.5m, this being £8.4m for lay staff and £2.1m for ministerial staff including District Chairs.  While very substantial numbers, these need to be seen alongside the £60m that the Methodist people give to pay the stipends of Ministers in the active service.  It is likely that they give a similar amount for the maintenance and enhancement of Methodist buildings.

7. Nor is this budget a prediction for the coming year for all the funds under the control of the Methodist Council, which duly appear in its consolidated accounts. The brief of the Council is to present a budget for the MCF to the Conference. As the MCF is responsible for funding a variety of work unless other funds can do so [SO 361(3)],  it makes sense to include in this budget the relevant contributions of the Church’s Restricted and Designated funds that pay for work that would otherwise fall to the MCF. The ’bottom line’ is the impact of the overall budget income and expenditure on the MCF. 

8. It is also important to remember that this budget is not simply about the Connexional Team.  As requested by the Conference, it is shaped around three major elements.

i  
Core costs

These are costs that are regular and essential for the maintenance of the structures of the Methodist Church in Britain.  They are unlikely to fluctuate markedly from year to year.  About half of these costs directly relate to the Connexional Team and are under the Team’s broad management control, such as providing financial and HR services to the Connexion.  The other half of core costs are administered by the Team but the amounts concerned are essentially set by Conference decisions that are then administered by the Team: these include substantial elements of training such as the provision made for Ordination candidates, the cost of the Conference itself and the costs of the District Chairs. The 2010 Conference resolved that agreed increases in non-Team core costs should be directly reflected in the District Assessment, while the rest of the District Assessment should increase by not more than RPI inflation.  
ii  
Priority Discretionary Expenditure


This expenditure relates to those costs which are not essential and permanent aspects of the Methodist Church’s life but have resulted from decisions by the Conference or the Council and are being funded for the time being.  Most of these are programmes carried out by the Connexional Team on behalf of the wider Connexion.

iii  
Grants


Also within the overall central services budget is the income to the major Connexional funds which in turn make grants to Partner Churches or to posts and projects within the British Connexion.  Essentially, this is the money that the Connexional Grants Committee administers on behalf of the Conference, including the portion of Connexional Priority Fund (CPF) income that is disbursed to District Advance Funds (DAFs).  A charge is made on the income to these funds to contribute towards the administrative costs borne by the Connexional Team.
9. The other relevant context is the wider British economy. When the Conference decided to launch several major multi-million five-year Connexional projects it did not anticipate the serious recession which reduced markedly several of the income sources that might otherwise have funded these projects. The budget continues to reflect the strain this has placed on connexional resources and a deficit budget has to be seen in that light. 
Assumptions

10. The Strategy and Resources Committee (SRC) examined the assumptions used in the budget calculations. These included an assumption that the Conference would accept the recommendation of the Connexional Allowances Committee that the ministerial stipend should be increased by 3.5% for 2011-12.

11. The most important assumption behind this budget, however, is that the 2012 Conference is equipped and prepared to make clear decisions about the Fruitful Field project which in turn will allow for a radical review of the Learning budget, the largest single element in the central services budget. This will be the most significant change anticipated over a three year horizon. The practical, immediate consequence of this assumption is that the 2011-12 budget again seeks to maintain the funding for, eg, Training Institutions, Training Officers and District Development Enablers, pending longer term decisions about the programmes they deliver locally and connexionally. Some of this funding is knowingly of a non-recurring nature and could not be continued over a three year period.   
Expenditure Issues

12. The following expenditure items in the budget particularly reflect the SRC’s thinking about the longer term needs of the Church and its mission.   

Fruitful Field project  
(Additional cost £44k)
13. The Conference approved the Fruitful Field project which is the vehicle for delivering a revised Learning Infrastructure which will address the high cost of both programmes and people in this area. To enable this work to be undertaken a one year additional Programme Support Officer was approved for 2010-11. This post has proved crucial already in ensuring that the background work on many complex areas can be undertaken whilst the ‘core’ staff continue to ensure the smooth running of all aspects of Ministries Learning and Development tasks as presently configured. In order to deliver the project in the way Conference has requested and within the timelines this post is needed for one more year. The proposal is that we meet this from the Training Assessment Fund (TAF) in the way we have agreed to meet some other parts of this important budget. 

Chaplaincy Support 
(Additional gross cost £116k)
14. Chaplaincy is a key ministry for the whole people of God in ensuring our discipleship is lived in the real world. Standing alongside those in prison, hospital, workplaces, the forces, schools, colleges and universities continues to the mission field that the Methodist people want to make a difference in. The changes in Team Focus created a 0.5 full-time equivalent (fte) Chaplaincies Coordinator post to ‘oversee’ our input into all eight disciplines of chaplaincy. This post was supplemented by a shared post with the Church of England in Further Education, a Prisons post based in the Home Office but funded by us on behalf of the Free Churches, and some £125k in grants which funded local pioneering chaplaincy projects. The Methodist Forces Board funds its own 0.5fte post to act as Secretary to the Forces Board which acts as the District for our 35 (and growing) Forces Chaplains. 

15. With these resources the Connexional Team has struggled to deliver the kind of service to the Church that it demands. Our disproportionate contribution to Further Education against Higher Education (where we have more chaplains) and less time spent on workplace has caused great frustration for those involved in this work.

16. The departure of the incumbent of the shared FE post has given us the opportunity to address our resourcing needs for the future and work has been undertaken to offer a model for the future. The creation of 2fte Chaplaincy Support Officer posts is necessary. They would have the responsibility for the networking and support of the various disciplines of chaplaincies in a way that will equip the whole people of God.  We retain a lower cost to the Prisons post having negotiated for the other Free Churches to take on some of the costs as well as a small amount for grants which we are already committed to until August 2013. Conversations continue with the CGC about how they can start to support local chaplaincy projects.  The overall increase in real terms is very small (£8,486) as we have not replaced the stipends of some local chaplains when posts end this year and the Anglicans are rethinking their approach to Education Chaplaincy. 

Publications  

(Reduction in net costs £130k)
17. Since the winding up of MPH in spring 2009 there has been a process to gradually integrate Peterborough-related costs into the central accounting of the Connexional Team and there is now a much clearer picture of the true costs being incurred. If present patterns continue unchanged, this would imply a net cost to the central budget of around £800k. Team management and the SRC both judged this to be too large, given the assumption that the parts of MPH taken into the Team would be broadly cost neutral.  After extensive discussions, the budget implies that this area of the Team’s work must find savings of £130k relative to the status quo. In requesting this reduction in net costs, the Council is aware that there would be implications for the costing of services provided to the wider Connexion, and in particular services which are currently provided free of charge. For example, it is likely that free postage and packing for many Methodist Publishing items will end. 


Research Staff 

(Additional cost £37k)
18. In the reconfigured Team of 2008, one of the innovations was to establish two Research Officer posts to provide dedicated and professional research capacity. These have worked very successfully and have helped staff across the Team in shaping their work as well as ensuring the Methodist Church is linked into various Christian and academic research networks. The present staff have taken on the major task of devising, handling and analysing the Statistics for Mission work, from which a major presentation will come to the 2011 Conference. 

19. It is clear that the two staff are now being drawn into lower level work than their skill sets justify and so the budget proposes the creation of a third post which will deal with the more administrative end of these tasks. This extra post has been built into the budget. 
Finance Office 

(Additional cost £250k)
20. The SRC has identified the Finance Office as a key area which needs to be better resourced and has authorised the creation of two additional posts for a duration of two years. These are included at a combined total cost of £100k.
21. It is clear that the existing Sun finance database has become a hindrance to progress within the professional management of connexional finances. The 2011-12 budget includes £150k for the purchase of a replacement system, with an intention to ’go live‘ on 1 September 2012. There will be ongoing implementation costs during the 2012-13 year, but it is anticipated that a successful implementation will assist in paving the way for the phasing out of the above two fixed-term posts in addition to providing a significantly higher standard of service to the wider Connexion.

22. A new database system for processing gift aid is being implemented during the 2010-11 connexional year using proceeds from the Tax Recovery Unit. This will enable a more responsive service to be provided to local churches whilst reducing the reliance on temporary labour within the Finance Office.
Development & Personnel (D&P)
(Additional cost £59k)
23. The Team has recently implemented a new state-of-the art HR database, called Cascade. This will form the platform for the planned connexional Personnel Files for Ministers. The three-year budget includes projected increased costs of the system as the number of records/users increases, rising from £39k in 2011-12 to £99k in 2013-14. This assumes that no additional resources are required within the Team to manage the system.

24. A pilot scheme is being developed during 2011 with the Methodist Diaconal Order that will enable a fully-costed implementation programme to be presented to the Conference in 2012 before it approves any further rollout.

25. At its meeting in December 2010 the SRC endorsed a recommendation of the MacWilliam report on the evaluation of Team Focus regarding training and development of the Seniors Leaders in the Connexional Team. As a result an additional £20k per annum has been included in the staff training budget, earmarked specifically for such training for Cluster Heads and Strategic Leaders.
Lay Staff Pay Increase

(Additional cost £500k) 
26. Last year, the Conference agreed that for the 2010-11 year there would be no cost of living increase for employees on the lay pay scale. Only the applicable annual increments were paid. The SRC agreed that the 2011-12 budget be prepared on the basis that a cost of living increase be included using the previous method of calculating such increases, namely the Retail Price Increase (RPI) for the previous December. This equates to 4.8% which has been included in the 2011-12 budget. It has been made clear to staff that there are questions about whether it will be possible to return to a regular pattern of increasing pay with inflation; the SRC’s Development and Personnel Sub-Committee will consider this further.   
Impact on Headcount 

27. The preceding paragraphs identify all the new posts incorporated in this budget. The budget does not however increase Team headcount.

28. Relative to 2010-11 staffing, the 2011-2 budget includes three new permanent posts offset by 4.5fte posts that will end. A further three posts will end if the Conference accepts the Team Focus proposals for the Resourcing Mission Office in Manchester.   

29. Regarding fixed-term contract posts in the Connexional Team, the budget creates four new posts which are partly offset by 2.5fte which end.

30. Overall therefore, the budget implies that there will be no change in the average number of Team staff in 2011-12 relative to 2010-11 and there will be a reduction if the RMO changes are implemented.   

Funding Sources

31. The following paragraphs explain the key points in relation to the funding resources used to cover the expenditure implied in this budget. 
Fund Charges and Supplement

32. In accordance with the 2007 Conference decision, a charge is made on the income of the major Methodist Funds to contribute towards directly related Team costs in supporting their work. The budget proposes that these be increased by 1% in recognition of increased labour costs within the Team and other costs that have risen in line with inflation.  This is at a time of relatively static income for most of the Funds.  The budget therefore incorporates a 10% general charge and a 6% supplement on the World Mission Fund (WMF).

Administration Charge on Connexional Priority Fund (CPF)
33. Under SO 970, income to the CPF is derived via a levy being applied on capital money arising from the sale, letting or other disposition of land held for local, circuit or district purposes. This levy income, net of that returned in the previous year for replacement projects under SO 973, is disbursed in various ways as defined in SO 974.

34. One disbursement is the contribution to the MCF with regard to costs incurred by the Connexional Team in administering the Fund as noted above. When this charge was introduced by the 2007 Conference the exact point of calculation was not clearly defined. Due to the lack of clarity this has previously been calculated in the most conservative possible way as a proportion of the net income remaining after disbursements to district advance funds and the Pension Reserve Fund. This budget now proposes that the charge be applied to the whole of the income net of returns to Replacement Projects, but before any SO 974 disbursements are made. This was the intention when the original calculations were made prior to the 2007 decision. In the 2011-12 year this would result in an increased income to the MCF of approximately £300k.

Calculation of District Assessment

35. The 2010 Conference approved a new formula for calculating the District Assessment which has been used for the first time in producing the budget for 2011-12. The total proposed contribution from the districts is £11,929k.

36. The apportionment of the total assessment between districts is initially discussed at the annual District Treasurers’ Practitioners Forum in order to provide provisional figures for use in district and circuit budget preparation. Over several years this meeting agreed to restrict annual changes in any district to 5%. However, it is clear that in some districts the underlying parameters have altered by significantly more than 5% per annum, resulting in a significant divergence over time between the calculated share and that actually being paid. In order to begin the process of reducing this divergence and ensure that each district pays the appropriate share the maximum annual change has been increased to 10% in preparing the 2011-12 figures. The individual District figures are shown in Appendix 1. 
37. This process has highlighted a number of drawbacks in the inherited method of apportionment. As a result the Budget Stakeholders’ Forum, established by the Council, has started work on exploring alternative models with the intention of bringing proposals to the Conference in 2013.

38. Because the District Assessments need to be calculated a year in advance to allow Districts to prepare their own budgets, in a period of rising inflation the inflation factor applied to this key element of income is significantly lower than the inflation factor now incorporated into the budget for expenditure.  While this mismatch will even out over a period of years, for this budget, the first prepared on the new system, the mismatch in inflation factors costs at least £250k for the core Team budget.  Therefore it can be argued that this amount of the deficit in the overall budget is effectively borrowing from the following year’s income rather than a structural deficit.

39. The formula agreed by the 2010 Conference for setting the overall District Assessment means that the costs in this 2011-12 budget will drive the Assessments set for 2012-13. The containment of costs in this budget should mean that the rise in the aggregate of District Assessments will be less than the rate of inflation when the calculations are done in July. Individual District Assessment increases will inevitably vary according to the circumstances in each district.   
Use of Restricted Funds

40. The 2007 Conference adopted the current division of spending between core and priority discretionary. It established that the core work of the Connexional Team would be funded by the District Assessment, plus the charges and supplement on the major Funds. Some core ministerial training is also temporarily funded from the Training Assessment Fund. However, priority discretionary work, which is desirable for its often innovative nature and consequent impact on the Church, but not essential to its day-to-day operation, is funded from all other income.

41. The 2011/2012 budget therefore assumes the use of sums held in various restricted funds within the consolidated accounts. In October 2010 the Council accepted paper MC/10/84 which endorsed the consolidation and re-organisation of the numerous small funds that were still held. This included £1.7m worth of capital funds that had not previously been recorded on the Council’s balance sheet. 

42. This review of funds has been carried out in full consultation with the appropriate legal advice and the Charity Commission. It will result in them being more fully available for mission and ministry in keeping with the purposes for which they were originally donated.

43. The importance of this point is illustrated by Table 1, which shows that if the gross expenditure was all charged to the Methodist Church Fund, there will be a deficit in 2011-12 of £2.5m on that Fund.  However, if all the restricted Funds under the auspices of the Methodist Council are taken together, the proposed expenditure from them in 2011-12 is £6.1m less than their income.  In the hypothetical circumstance of combining all the Funds into one pot, the total position for 2011-12 would be a surplus of over £3m.  Clearly it will never be possible for the restricted funds all to be spent within the parameters of this budget; but a medium term objective must be to find ways of using a larger proportion of the restricted funds income. This would relieve the pressure on the circuits and districts through their Assessments, and on the more flexible major funds such as the Connexional Priority Fund, which the SRC has had to allocate towards funding various programmes within the budget.

Table 1
Summary of 2011/2012 Income and Expenditure (£m)

	
	MCF & other 
unrestricted       
	Designated & Restricted Funds


	Total

	Income
	18.0
	17.2
	35.2


	Expenditure
	20.5
	11.1
	31.6


	Surplus/-Deficit
	-2.5
	  6.1
	  3.6



44. As far as the 2011-12 Central Services budget is concerned, the Conference will wish to note that use of the TAF endorsed by the Council for 2010-11 has been repeated in this budget.  Therefore money is drawn down from the TAF to pay the cost of ministerial students over and above the predicted number of students at the time the funding arrangements for training were agreed by the 2007 Conference.  In addition, the programme of grants from the TAF that the SRC agreed for the last three budget years has resulted in an underspend of £1.2m.  Therefore, it is suggested that around £600k of that money is used in this budget principally to pay 50% of the costs of the network of Training Officers.  As the TAF is a fund with no new income sources, this approach to funding substantial parts of the learning budget is obviously not a sustainable one, and those working on the major Fruitful Field review of Institutional and other arrangements for learning are well aware that their proposals need to cost very substantially less than the current budget.

Grants Expenditure

45. Connexional grants are awarded by the Connexional Grants Committee (CGC) from the main ring-fenced funds and accounted for on a commitments basis. Work to consolidate many of the smaller funds and endowments into the main grant-giving funds is ongoing and at this stage no account has been taken of money freed up during that process. The proposed CGC budget for 2011/2012 is summarised in Table 2 below; funds will of course only be spent on projects consistent with the individual funds’ restrictions and designations.
46. Epworth Fund: The Conference in 2010 agreed that all income from the Epworth Fund would be allocated to the Youth Participation Strategy (YPS), so no new grants will be made from this fund until the 2013-14 connexional year.

47. CPF: The Conference had previously earmarked £2.4m of this fund to pay for VentureFX and in 2010 agreed for £800k of it to be used to fund the District Development Enabler (DDE) programme for the 2010-11 year. The Council is proposing that the following also now be met from this fund: 

DDE Cost 2011-12:



£0.90m



DDE Cost 2012-13:



£1.10m



Balance of VentureFX funding:


£1.91m


Balance of YPS funding:



£0.46m

This will mean that the total remaining unallocated cost of all three Conference-approved connexional programmes will be met in full from the CPF. The 2012-13 DDE figures include potential redundancy costs. As a result of these commitments there will be no money available to the CGC from the CPF for new grant awards during the 2011-12 and 2012-13 years.

48. Mission in Britain Fund (MiBF): In the absence of the Epworth Fund and CPF this will be the main source of mission and ministry grants for work in the UK. It is planned that the CGC will continue to receive the income from the previous year for new grant-making. Grants for the Mission Alongside the Poor (MAP) programme under SO 361 will now operate from within this fund.

49. Fund for Property: In the absence of CPF money, this will be the main source of funding for connexional grants towards property work.

50. World Mission Fund: It is proposed that in addition to income, £260k be drawn down from the reserves of this fund for mission and ministry amongst World Church partners. This is a substantial reduction from the £1m drawdown in the 2010-11 budget. The WMF grants budget totals £4,420k, little changed from the £4,400k budget in 2010-1.
Table 2
	2011/2012 CGC Budget 
(£k) 
	
	
	
	

	
	
	
	
	

	Source:

MiBF
	
	         
      870 
	
	

	FfP
	
	         
    1,150 
	
	

	Epworth
	
	
0
	
	

	CPF
	
	
0
	
	

	WMF
	
	            
 4,500 
	
	

	Total
	
	            
 6,520 
	
	


The Overall Picture

51. If the Conference accepts this budget, then the overall position would look as in Table 3, excluding the Grants section of the budget, which is self balancing.  This is broken down according to the staff clusters in the Team. Where clusters have some income to set against expenditure, the gross expenditure, income and net expenditure figures are shown. ‘Income‘ in this context includes money drawn down from the designated and restricted funds in line with SRC previous authorisations or proposals in this budget. 
	Table 3
	
	
	
	

	Core & Priority Discretionary Summary 
	
	
	
	

	(£k)
	2011-12
	 
	 
	2010-11

	
	Core
	PD
	Total Net Expenditure
	

	EXPENDITURE
	
	
	
	

	
	
	
	
	

	Mission & Advocacy
	 
	 
	 
	

	Promoting Discipleship
	257
	572
	
	

	World Church Relationships
	502
	0
	
	

	Other Expenditure
	470
	1,557
	
	

	Less Income
	165
	514
	
	

	
	
	
	
	

	Net Expenditure
	1,064
	1,615
	2,679
	2,704

	
	
	
	
	

	Discipleship & Ministries
	
	
	
	

	Learning
	5,333
	68
	
	

	Regrouping for Mission
	0
	909
	
	

	Children & Youth
	80
	916
	
	

	Other Expenditure
	61
	20
	
	

	Less Income*
	2,087
	1,533
	
	

	
	
	
	
	

	Net Expenditure
	3,387
	380
	3,767
	4,557

	
	
	
	
	

	Projects, Research & Development
	
	
	
	

	Expenditure
	477
	1,013
	
	

	Less Income
	48
	489
	
	

	
	
	
	
	

	Net Expenditure
	429
	524
	953
	1,029

	
	
	
	
	

	Governance & Support Services
	
	
	
	

	District Chairs
	982
	0
	
	

	Conference Expenses
	416
	0
	
	

	Other Expenditure
	6,893
	0
	
	

	Less Income
	676
	0
	
	

	
	
	
	
	

	Net Expenditure
	7,615
	0
	7,615
	7,255

	
	
	
	
	

	Total Net Expenditure
	12,495
	2,519
	15,014
	15,544

	
	
	
	
	

	RESOURCES AVAILABLE
	
	
	
	

	Assessment
	11,601
	
	11,601
	11,760

	Charge/Supplement
	1,274
	
	1,274
	799

	
	
	
	
	

	Other MCF
	
	776
	776
	950

	Other Funds
	 
	735
	735
	1,167

	
	
	
	
	

	Total Resources
	12,875
	1,511
	14,386
	14,676

	
	
	
	
	

	Surplus to (-Deficit from) MCF
	380
	-1,008
	-628
	-868

	*  D & M Income mainly from drawdowns from TAF (£1,826k), CPF (£1,139k) and Epworth Fund (£230k)


52. The core expenditure is approximately covered by the two agreed funding streams of the District Assessments and the charges on the major funds.   
53. On the Priority Discretionary Expenditure, which is funded by less predictable income sources, the budget is more conservative this year than last in what money is likely to be available from restricted funds to be deployed against these costs.  Progress made in clarifying and making more flexible some of these funds might in fact allow greater income during the budget year. On these conservative estimates, there is a deficit of £1.0m in the Priority Discretionary section of the budget.  

54. If these estimates all came to fruition, the impact on the MCF will be as shown in Table 4. A deficit of £628m has to be seen in the context of the point made in paragraph 38 above that, in the particular circumstances of this year’s budget, the inflation factor on the District Assessments has been significantly below that on the expenditure side.
Table 4
Budget Impact on Methodist Church Fund (£k)

	Liquid reserves as at 31/8/2010
	9,355


	

	Less 2010-11 Budget deficit
	868


	

	Less 2011-12 draft Budget deficit
	628


	

	Projected Balance as at 31/8/2012


	7,859
	


55. A balance of £7.9m at the end of the budget year would represent just under five months’ gross expenditure.  The last review of reserves policy for MCF suggested a target minimum balance of £9m.  The Council considers that this deviation from the policy is reasonable, given the very large balances held and trapped in restricted funds which would be available to borrow should a cash flow crisis suddenly emerge.

56. These other balances are shown in Table 5 below, which estimates the free reserves position in the various funds as at the end of the current year and then shows the likely impact of this budget on the funds in 2011-12. 

	Table 5
	
	
	
	
	
	
	
	
	
	
	
	
	

	Summary of Major Funds (£m)
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Restricted
	
	Designated
	
	General
	
	Total

	
	WMF
	MiBF
	Property
	Training 
	
	PRF
	 CPF 
	Epworth
	TAF
	
	MCF
	
	

	Balance 31/08/2010
	11.8
	1.8
	4.9
	3.7
	
	3.6
	9.6
	6.2
	4.7
	
	18.4
	
	64.7

	Less assets held in property & other fixed assets/ Internal grant commitments & net draw down on reserves
	(1.7)
	(1.2)
	0.0
	(1.6)
	
	0.0
	(7.9)
	0.0
	(1.8)
	
	(9.9)
	
	(24.1)

	Free Reserves 31/08/2011
	10.1
	0.6
	4.9
	2.1
	
	3.6
	1.7
	6.2
	2.9
	
	8.5
	
	40.6

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	2011-2
	
	
	
	
	
	
	
	
	
	
	
	
	

	  Income
	4.2
	0.9
	1.2
	0.2
	
	2.2
	5.3
	0.1
	0
	
	13.7
	
	27.8

	  Expenditure
	(4.5)
	(0.9)
	(1.2)
	(0.2)
	 
	0
	(5.3)
	(0.3)
	(1.8)
	
	(14.4)
	
	(28.6)

	Free Reserves 31/8/2012
	9.8
	0.6
	4.9
	2.1
	
	5.8
	1.7
	6.0
	1.1
	
	7.8
	
	39.8

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	


Conclusion 

57. The Council recommends this deficit budget to the Conference. The Council recognises that the major costs have all been approved by the Conference in or since 2008 and any major cut backs would involve redundancies to posts that were identified as important to the life of the Connexion relatively recently.  Furthermore, the largest single element in the budget ie the learning budget, is currently under review and the three multi-million pound Conference projects all come to the end of their current configuration in 2012-13.  In these circumstances, the Council felt it was tolerable to accept a deficit budget of well under £1m - a smaller deficit than in the 2010-1 budget - for 2011-12. 

58. The Council nonetheless reiterates that decisions towards longer term financial stability need to be made by the 2012 Conference. The Council has reinforced the steer to the several processes of review that are due to culminate in the 2012 Conference that whatever arrangements are proposed to succeed existing ones, they cannot require comparable levels of expenditure.  

***RESOLUTIONS 
(cf Daily Record 8/11 and 5/11)
4/1.
The Conference adopted the Connexional Central Services Budget for 2011-12, noting the drawdown of money from Restricted and Designated Funds, including the Training Assessment Fund.
4/2.
The Conference agreed the District Assessment allocations set out in Appendix 1.
Appendix 1

Proposed District Contributions to the MCF Assessment 2011-12

	District
	
	Basic
	
	Computers in
	
	Total

	
	
	Assessment
	
	Ministry
	
	Assessment

	
	
	£
	
	£
	
	£

	Cymru
	
	61,955
	
	        1,650 
	
	          63,605 

	Wales
	
	429,745
	
	        9,900 
	
	        439,645 

	Birmingham
	
	489,660
	
	        9,150 
	
	        498,810 

	Bolton and Rochdale
	
	292,487
	
	        5,850 
	
	        298,337 

	Bristol
	
	498,044
	
	        9,750 
	
	        507,794 

	Cumbria
	
	166,653
	
	        3,450 
	
	        170,103 

	Channel Islands
	
	70,430
	
	        1,500 
	
	           71,930 

	Chester and Stoke
	
	396,031
	
	        7,050 
	
	        403,081 

	Cornwall
	
	320,787
	
	        6,600 
	
	        327,387 

	Darlington
	
	330,026
	
	        6,900 
	
	        336,926 

	East Anglia
	
	411,880
	
	        9,000 
	
	        420,880 

	Isle of Man
	
	46,742
	
	        1,050 
	
	           47,792 

	Leeds
	
	373,694
	
	        8,250 
	
	        381,944 

	Lincoln and Grimsby
	
	299,705
	
	        5,850 
	
	        305,555 

	Liverpool
	
	301,111
	
	        5,850 
	
	        306,961 

	Manch. and Stockport
	
	429,095
	
	        9,150 
	
	        438,245 

	Newcastle
	
	395,817
	
	        8,700 
	
	        404,517 

	Lancashire
	
	344,993
	
	        6,300 
	
	        351,293 

	Nottingham and Derby
	
	504,351
	
	      10,200 
	
	        514,551 

	Northampton
	
	569,094
	
	      11,700 
	
	        580,794 

	Plymouth and Exeter
	
	425,790
	
	        9,300 
	
	        435,090 

	Sheffield
	
	457,543
	
	        9,150 
	
	        466,693 

	Southampton
	
	531,170
	
	        9,600 
	
	        540,770 

	West Yorkshire
	
	392,099
	
	        7,350 
	
	        399,449 

	Wolv. and Shrewsbury
	
	431,583
	
	        9,000 
	
	        440,583 

	York and Hull
	
	470,342
	
	        9,000 
	
	        479,342 

	Scotland
	
	135,937
	
	        2,700 
	
	        138,637 

	Shetland
	
	15,405
	
	           300 
	
	          15,705 

	Bedfordshire, Essex & Herts
	
	503,245
	
	        9,900 
	
	        513,145 

	London 
	
	993,269
	
	     17,700 
	
	     1,010,969 

	South East 
	
	608,757
	
	     10,050 
	
	        618,807 

	
	
	
	
	
	
	

	Total Assessment 2011-12
	
	                                               11,697,440 
	
	   231,900 
	
	 11,929,342 



