
2017 Questions and Answers booklet

STMicroelectronics (Bristol) Retirement 
Benefit Scheme

We wrote out to all members this spring inviting you to participate in a Town 
Hall Meeting via WebEx (an online conferencing service). Some of you dialed in 
to this meeting on 25 May 2017 and the purpose of the meeting was for 
members to hear from the Trustee Directors and ask us any questions you 
have. Thank you to those members who dialed in for your time and active 
participation in the session. For those of you that were unable to join the call we 
have included a summary of what was discussed at that meeting in a Q&A 
format and a copy of the presentation slides.

So what next? You may recall last year we explained that we are working with 
the Company to review the Scheme’s current investment strategy and looking 
at how to make sure that members are getting the best out of the options you 
have in the Scheme. This work is still ongoing and we will of course keep 
members informed of the outcome of our review - which could mean making no 
changes at all. 

As many of you know, a full valuation of the Scheme is due at 31 March 2017.  
Our actuarial advisers are working on the calculations for this valuation now.  
We will be discussing the results of this exercise and agreeing an updated 
funding strategy with the Company over the coming months. The statutory 
deadline for completing this work is 30 June 2018. We therefore expect to be 
able to share the outcome of this valuation with you in our autumn newsletter, 
2018.

Who can I contact if I have any questions?
We hope you find this newsletter helpful.  Please let us know if you have any 
comments, questions or suggestions for future newsletters by emailing any of 
the Trustee Directors or the Scheme’s email address at
STMpensions@kpmg.co.uk.

For and on behalf of STMicroelectronics (Bristol) Pension Trust Ltd
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Definitions:

The Scheme -
STMicroelectronics (Bristol) 
Retirement Benefit Scheme 

ST R&D - STMicroelectronics 
(Research & Development) 
Limited 

ST NV - STMicroelectronics NV 

The Company – refers jointly to 
ST R&D and ST NV



STMicroelectronics (Bristol) Retirement Benefit Scheme

May 2017 Town Hall meeting
Questions and Answers

The questions have been divided into the following topics :
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STMicroelectronics (Bristol) Retirement Benefit Scheme

What are the roles and responsibilities of the Trustee Directors of the Scheme?

The Trustee’s ultimate responsibility is to make sure there is enough money to pay the pensions required by the 
Scheme’s Rules as and when they need to be paid.

To do this the Trustee Directors have to act impartially, prudently, responsibly and honestly considering the best interests 
of all the Scheme’s beneficiaries. The Trustee Directors must follow the Scheme’s Trust Deed and Rules and any over 
riding legislation. They do not have any scope to act outside of the Scheme’s Rules or legislation and have no ability to 
‘force’ other parties like the Company or the Pensions Regulator to take actions.  In addition, the Pensions Regulator 
issues guidance from time to time which is taken to be a best practice guidance (rather than legislation) which most 
pension schemes are strongly encouraged to adhere to.

When is the next Member Nominated Director selection process?

Member nominated Trustee Directors typically serve for a period of four years before their position is reopened for new 
nominations. Tony Gore’s term of office is due to expire on 31 October 2017. Included with this document you will find an 
invitation for nominations for this selection process. If there is more than one eligible applicant, we will host interviews for 
this position on Thursday 5 or Friday 6 October 2017.

Who is the Scheme’s sponsoring employer?

The legal sponsoring employer of the Scheme is STMicroelectronics (Research & Development) Limited (“ST R&D”). 
This means that ST R&D is responsible for paying contributions into the Scheme and the only company that has a legal 
obligation to support the Scheme. Although the Bristol site has now closed, ST R&D continues to operate in the UK 
through its Edinburgh site. 

We usually discuss the Scheme with the parent company of ST R&D, STMicroelectronics NV (“ST NV”).  It’s important 
that we speak to ST NV as they provide ST R&D with the money required to pay contributions into the Scheme, even 
though they are not legally obliged to do so and noting that the Trustee has pushed for a legal commitment in the past. 
This close relationship means that the Trustee maintains a relationship with ST NV as well as ST R&D (jointly referred to 
as “the Company”) to endeavour to ensure all benefits due under the Scheme can be paid. The Trustee regularly 
monitors their financial performance but does not have influence over Company decisions or know what the Company 
may choose to do within its business in the future.

What has the effect of the Bristol Site Closure been?

Following the significant reduction in size of ST R&D following the Bristol site closure, the Trustee had to consider 
whether the change may have materially impacted ST R&D’s ability to continue financially supporting the Scheme. 
Lengthy discussions with the Company followed this event to try to achieve the best possible outcome for members. As a 
result the Company has taken steps to restore greater financial security to ST R&D by recapitalising the business.

Recap from 2016 Town Hall meeting

How is the Trustee set up?

The Scheme is run by six Trustee Directors of a Trustee Company called 
the STMicroelectronics (Bristol) Pension Trust Ltd (“the Trustee”).  There 
are three Trustee Directors who are nominated by members and three 
Trustee Directors who are appointed by the Company. 

Legislation requires at least a third of a trustee board to be member 
nominated trustees. So our Trustee board has more member nominated 
directors than is required by law. 

All Trustee Directors have equal powers and responsibility and must act in 
the interests of all members. 
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Your Trustee board

Company appointed

■ Phil Morris (Chair)
■ Jonathan Edwards
■ Andrea Talpo

Member nominated

■ Jon Frosdick
■ Tony Gore
■ Trefor Southwell



STMicroelectronics (Bristol) Retirement Benefit Scheme

The 2014 Actuarial Valuation agreement

Reminder:  What is a valuation?

At least once every three years, a pension professional known as an Actuary investigates whether there is enough 
money in the Defined Benefit (“DB”) section of the Scheme to pay for all the DB pension benefits built up.  This process 
is known as an actuarial valuation and the Actuary is appointed by us as Trustee of the Scheme. As part of the valuation 
the Actuary compares the assets, which is a known amount held in the Scheme in the form of money, stocks, shares 
and bonds, to the amount of money estimated to be needed to pay out all of the pensions already built up i.e. liabilities.

Most members’ pensions are not due to be paid for many years. So to estimate the value of the liabilities the Actuary 
must make some assumptions about what is going to happen before then.  These assumptions include estimating:

■ how long pensions will be paid for (i.e. members’ life expectancies);

■ how much the Scheme’s assets will increase by in the future; and 

■ how much prices will increase in the future, known as inflation.

UK legislation provides a framework that the Actuary must work within to determine the assumptions and the 
assumptions must be agreed with the Company.

What is the Pensions Regulator’s guidance on actuarial valuations?

The Pensions Regulator provides a framework within which they expect actuarial valuations to be completed. This 
framework consists of three inter-linked concepts as follows:

These elements were considered together in the context of the 31 March 2014 actuarial valuation for the Scheme. 

Covenant assessment - Our advisers have confirmed that ST R&D is reliant on ST NV and doesn’t make enough money 
on its own to cover all its ongoing costs, including pension commitments. We are therefore less certain about whether 
the Company will be able to afford to pay off any future unexpected shortfalls. 

Investment strategy - The Scheme’s money therefore needs to be held in lower risk investments over time to avoid the 
risk of a market downturn causing a large fall in the Scheme assets. This reduces the chances of needing a large 
injection of cash from the Company in the future.

Funding strategy – The funding strategy must then consider what return we expect from that investment strategy and 
build in a margin for caution in the assumptions to reflect the results of the covenant assessment. As a result the 
Scheme gets as much money as possible in now, rather than rely on future investment returns or the Company’s 
support later.
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Integrated 
funding 

plan

1. Covenant Assessment - A company’s ability to support a pension 
scheme is known as its covenant. This has a direct impact on the 
funding strategy chosen and the results of the actuarial valuation. 
Broadly speaking, a company with a strong covenant is expected to 
be able to better afford to pay off any future unexpected shortfalls in 
money. The opposite is true when a company has a weak 
covenant.

2. Investment Strategy - The investment strategy is the decision about 
how the assets should be invested. This includes which type of 
assets should be held and how to invest in those asset types. The 
strategy adopted by the Trustee needs to balance the desire for 
growth against the need to protect from potential investment losses.

3. Funding strategy - As discussed above, the Actuary needs to 
estimate the value of the liabilities of the Scheme using a set of 
assumptions for the future. These assumptions are not prescribed 
by legislation and so it is possible to set these assumptions 
incorporating differing levels of pessimism (or caution). The more 
cautious a set of assumptions are, the lower the risk of there not 
being enough money to pay for the benefits in the future.



STMicroelectronics (Bristol) Retirement Benefit Scheme

The 2014 Actuarial Valuation agreement

What was the outcome of the 31 March 2014 Actuarial Valuation

At 31 March 2014, the Actuary estimated that an extra £19.7m is needed to be able to pay everyone’s pensions as they 
become due.

This shortfall was based on a low risk, long term strategy which aims to be in a position where there is enough money in 
the Scheme to be able to pay all expected future pensions, based on a set of assumptions incorporating larger margins 
of prudence compared to the 2011 actuarial valuation, while maintaining a low risk investment strategy and no need for 
further support from the Company, by 2030. As a result the Company has agreed to pay contributions in to the Scheme 
for a longer period of time than was previously the case.

What was the full agreement following the completion of the 31 March 2014 Actuarial 
Valuation?

We have agreed a package of measures as follows:

■ ST NV making a cash injection of £16 million into ST R&D. This was done by ST R&D raising 16 million shares at 
£1 each which were purchased by ST NV. It is important to emphasize this was not a monetary injection into the 
Scheme itself but rather into its sponsoring employer, ST R&D. As a result the Scheme can not draw directly on this 
money and it does not go towards paying off the £19.7m deficit. However it is important to the Scheme because ST 
R&D has a legal obligation to the Scheme and so any assets transferred to them by ST NV could be drawn on by the 
Scheme by law. As a result, the covenant, as described on the previous page, is improved.

■ ST R&D directly paying future Pension Protection Fund (PPF) levies. The Company will pay these levies which 
were previously met from the Scheme assets. These are large annual payments (the 2016/17 levy was just over 
£330,000) and change each year which makes it difficult to predict the Scheme’s cashflow needs. 

■ ST R&D paying £1.8 million a year into the Scheme. This will be used to pay down the deficit and to meet the 
expenses of running the Scheme.  The Company has agreed to increase the annual contributions every April in line 
with Consumer Price Index inflation.  This means that over time the payments will go up and more money is coming 
into the Scheme.  These payments will be paid until April 2021.

■ A joint review of the investment strategy and way the Scheme is run.  We are now carrying out a review of the 
Scheme’s investment strategy and wider management, and discussing our thoughts with the Company. The purpose 
of this review is to test whether there’s anything we can do differently in the way that the Scheme is run to further 
improve the security of members’ benefits.

Was the Pensions Regulator satisfied with the outcome of the 31 March 2014 
valuation?

The Pensions Regulator did not raise any questions about the actuarial valuation as at 31 March 2014 and the resulting 
contributions into the Scheme, which means they are comfortable that the interests of Scheme members are being 
acceptably maintained following the above agreement.

How has the position of the Scheme changed since the 31 March 2014?

The next full actuarial valuation of the Scheme will have an effective date of 31 March 2017 and the statutory deadline for 
completing this valuation is 30 June 2018. We expect to be able to share the results of this valuation with you in the 2018 
newsletter.

While calculations have yet to be completed in respect of this actuarial valuation, we can estimate the expected change 
in the value of the liabilities compared to the assets over the period at this time. We would expect to see the value of 
liabilities increase by around 50% compared to the results of the 31 March 2014 valuation; meanwhile the equivalent 
increase in assets will only be around 20%. As a result we expect an increased shortfall following the 31 March 2017 
actuarial valuation which will mean agreeing a new funding strategy with the Company to get more contributions for the 
Scheme.

The reason for this worsening in the deficit is that we are expecting poor conditions in the financial markets to continue 
for longer, resulting in lower returns on our investments in the future. We therefore think we need to put aside more 
money now to pay for everyone’s benefits in the future. This increase in shortfall has been seen across UK pension 
schemes and is not a unique problem faced by this Scheme. 
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STMicroelectronics (Bristol) Retirement Benefit Scheme

What is the aim of the Trustee?

The Trustee must ensure that there are sufficient assets available to pay benefits required under the Rules as and when 
they arise and want to be in a position where the Scheme holds the assets required to do this by 2030 with no further need 
for financial assistance from the Company, except from exceptional circumstances. 

The aim of the Trustee therefore is not to “play” the market looking for high returns because this exposes the Scheme to 
substantial risk of losses, making it less likely that all required benefits could be paid. The investment strategy must be long
term and not take risk which can not be underwritten by its legal sponsor alone, ST R&D.

What limitation is there on the investment strategy from the Pensions Regulator?

The Pensions Regulator requires trustees to set the investment strategy to appropriately reflect the strength of the sponsor 
covenant i.e. the company’s ability to support a scheme. As discussed on page 3, this is part of the integrated funding 
framework. In our case, the lack of funds available to the sponsoring employer means the investment strategy has to be 
relatively cautious and the Trustee cannot take undue risks.

The above aims and current strategy therefore satisfy the requirements of the regulator. We note that many members have 
seen recent rises in the stock market and been disappointed the Scheme did not benefit more from this. The growth 
potential from shares however comes with a greater risk of falls in their value and so over reliance on stocks and shares 
would not represent a cautious investment strategy as required. The Scheme does hold around a fifth of its assets in stocks 
and shares (i.e. UK Equity) at present.

Is the investment strategy being reviewed?

The Trustee is required to review the Scheme’s investment Strategy regularly and is currently in the process of a strategy 
review for the Scheme. It should be noted that the intention of this review will not be to add risk to the Scheme. The Trustee 
is looking at many different and alternative asset classes which could be used to try and balance the desire to create 
additional growth in the fund with that of investing the assets such that they change in a similar way to the liabilities of the
Scheme.

The latter is important because recent experience has been that large falls in UK government bond rates had the effect of 
increasing the value of the liabilities. As a result, despite greater contributions and asset growth over the period, the shortfall 
has increased. The Trustee want to try and remove much of this volatility from the Scheme’s funding level by holding assets 
which better match the increases or decreases in the value of the liabilities in the future.

Investment Strategy

How is the money in the Scheme currently 
invested?

The current investment strategy has a roughly even split of 
assets between those invested to try and create growth, and 
those invested in low risk assets which are expected to move 
in a similar way to the benefits being paid from the Scheme. 
This is a fairly standard approach for UK pension schemes.

There were £118.2m of assets held by the Scheme as at 31 
March 2017 and the various asset classes invested in is 
shown on the right.

We note many members are very interested in the investments 
of the Scheme and we have received requests for exact asset 
breakdowns. We do not provide this as the Scheme is 
completely invested in pooled funds and so the selection of 
individual bonds or shares is not up to the Trustee but rather 
professional investment managers who the Trustee has 
selected to make these decisions on its behalf. These pooled 
funds are large and used by many other pension schemes. Source: Investment Managers

Asset Distribution at 
31 March 2017
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Further questions on valuation and investment

Is the Scheme exposed to any exchange rate risk?

No. The Scheme holds its assets in pooled investment funds across various asset classes and investment providers. 
However, they are all denominated in UK pound sterling. All benefits in the Scheme are defined in terms of UK pound 
sterling under the Rules. Therefore the currency in which assets are held matches the currency in which we are 
required to pay benefits. As a result the Scheme is not exposed to fluctuations in the exchange rate with other 
currencies. The recent fall in the value of the UK pound against some other currencies therefore has not had a direct 
impact on the Scheme’s ability to pay benefits.

Further, all deficit reduction contributions required from the Company are defined in UK pound sterling and so the 
amount of money received by the Scheme is unaffected by fluctuations in exchange rates, despite ST NV operating in 
Euros. In this case, all currency risk is borne by ST NV and not the Scheme.

Are the Scheme’s assets sufficiently diversified?

It is important when investing assets that diversification is used to make sure that the Scheme’s assets are not overly 
exposed to the changes in value of any particular single investment. For example, if too many shares were held in a 
single company and that company failed there could be a big loss. To minimise the risk of loss, an investor can diversify 
their investments by holding shares in many companies as it is unlikely that they would all fail.

The Trustee notes that each of the funds it holds investments in is a diversified fund managed by professional 
investment managers. The fact they are pooled funds means that our Scheme’s assets are pooled with those of other 
investors including many UK pension schemes. This larger pool allows a higher degree of diversification within each 
asset class.

Some members have however raised concern that the Scheme is invested in a relatively small number of investment 
classes and therefore could be considered to be not sufficiently diversified and therefore higher risk. While 
diversification does, as described above, remove a certain type of risk from the Scheme’s investment strategy, the 
Trustee is also focused on the risk of an increasing shortfall created by increasing liabilities. As a result there is the 
need to select asset types which move in a similar way to liabilities, to reduce this risk, which may mean large holdings 
in a particular asset class.

Do we expect the deficit to keep increasing?

In recent years there has been a combination of factors which has led to increases in the value placed on the benefits 
payable to Scheme members. In particular, interest rates have continued to fall which means there is an expectation of 
lower future return on all asset classes. Meanwhile there have been increases in the life expectancies of the UK 
population and, as a result, we expect Scheme members to live for longer. This means benefits will need to be paid out 
for longer and so more money needs to be held now to cover these, increasing the value of the liabilities.

It is very hard to predict what will happen in the future. When it comes to our financial assumptions around investment 
return and future inflation, we always value the liabilities based on the expectations implied by the financial markets for 
the future.

Life expectancy estimates are based on data collected by the actuarial profession. While life expectancies have been 
increasing and we expect people to continue living longer than previous generations, recent data actually suggests the 
rate of growth of life expectancy from one generation to the next is lower than we had previously anticipated. This will 
be considered in the 2017 valuation.

When may benefits to members be reduced if the deficit is not paid off?

In normal circumstances, they cannot be. The only situation in which benefits would be reduced is if there were both a 
deficit and no sponsoring employer, which is not the situation for this Scheme.

If the sponsoring employer were to become insolvent in the future, and this was before the deficit was paid off, it may be 
that the Scheme enters the Pension Protection Fund (PPF). The PPF pays different benefits and therefore is likely to 
pay a lower pension than the Scheme. We do not expect the Scheme to be forced to enter the PPF. This is for 
information only as the question has been asked.
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Other topics of interest

What are the requirements for payment of increases on pension benefits built up 
before 1 July 1993?

The Scheme’s Rules and our legal responsibilities mean that we have to maintain the policy that augmentations to 
benefits can only be awarded if all the following conditions are met:

1. The Company agrees that an augmentation is appropriate

2. The Company provide explicit funding for that augmentation

3. The Trustee is satisfied that the benefits required to be paid under the Scheme’s Rules are sufficiently secure.

As a result, even if the Company was able to provide additional funding at present, the Trustee would be required to use 
this to pay off any shortfall at that time to ensure the required benefits under the Scheme’s Rules are secure. We do 
sympathise with pensioners who have a lot of pension built up before 1 July 1993 and who haven’t had any increases 
on that part of their pension, but it is very unlikely these conditions will be met in the near future. However this may 
change in the future and we continue to consider the issue.

Could the Trustee choose a more aggressive investment strategy to allow the 
payment of increases on pre 93 pension benefits?

As discussed on pages 3 and 5, the Trustee is required by the Pensions Regulator to adopt an investment strategy 
which reflects the covenant of the sponsoring employer. Due to the long term weakness in the employer’s covenant, 
less risk must be taken in the Scheme’s investment strategy. A more aggressive investment strategy would inherently 
mean higher risk of losses and so be unacceptable for a scheme with a similar strength to our sponsoring employer. As 
a result we cannot fund additional increases to pensions in payment in this way, although appreciate it was possible in 
the past due to different circumstances at the time.

Very recently, the Pensions Regulator issued new guidance to trustees regarding reducing risk at the expense of 
returns, and this needs to be reflected in any future investment strategy.

What impact have recent events in the news such as Brexit and the BHS pension 
settlement had on the Scheme?

There is no immediate impact on the way the Scheme is run. We monitor the impact of events like this and consider if 
there are any lessons learned, or steps we can take to further protect the Scheme.  However we have to make 
decisions looking to the long term rather than react to short term geopolitical events, and often this means that no 
immediate action is required.  We take advice from our professional advisers around how the Scheme is affected by 
major events and how this could affect our long term planning. 

What would happen to the Scheme if too many members (not already in receipt of a 
pension) decided to withdraw their benefits from the Scheme?

There is enough money in the Scheme to cover all the anticipated pension payments that are due over the coming 
years. And even if lots of members asked to transfer their benefits out of the Scheme, there is expected to be enough 
money to pay them.  

Remember we have to fund the Scheme in a cautious manner. This means targeting enough money to pay all pensions 
that are due over the next 50+ years, plus holding a safety net to protect against any unknown future events. So 
although the Scheme has a deficit, this does not mean that there is an immediate concern over the payment of pensions 
in the near future.  

Remember, members should think carefully about withdrawing their benefits from the Scheme and transferring them to 
a defined contribution type arrangement.  You have to take independent financial advice to do this. 
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Copy of Town Hall Presentation Slides
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Copy of Town Hall Presentation Slides
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Copy of Town Hall Presentation Slides
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Getting an individual quotation

What quotations can I have from the 
Scheme?

Retirement quotations

The Scheme’s administrators (KPMG) can give you a 
quotation for early, normal or late retirement.  Note that the 
administrators will only be able to provide you with a reliable 
retirement quotation if you are close to your selected 
retirement age.

You are entitled to one quote per year free of charge.  
However, if you request more than one quote in a year then 
you will be charged £300 for each additional quote. 

Transfer value quotations

If you are considering transferring your benefits out of the 
Scheme you should ask the Scheme’s administrators for a 
Cash Equivalent Transfer Value (CETV) quotation. In 
addition, before proceeding with transferring your benefits you 
must seek independent financial advice.  

You can get one CETV quotation a year free of charge.  If you 
request multiple CETV quotes you will be charged £300 for 
each additional quote in a 12 month period.

Please be aware that if you are within a year of your normal 
retirement age (age 60) then you will be asked to pay £300 if 
you wish to obtain a quotation.  This is because legislation 
does not require the Trustee to provide quotes to members so 
close to retirement. The Trustee is currently reviewing this 
and will inform the membership if this position changes.  

What happens at retirement?

The Scheme’s administrators will automatically write to you 
six months before your 60th birthday to outline the options 
available to you at your retirement and instructions about 
what you need to do.

If you wish to retire earlier then you will need to contact the 
Scheme’s administrators directly.

Neither the Trustee nor KPMG are able to offer advice to 
members on what options they should take. If you wish to 
seek advice please contact an Independent Financial Advisor 
(which can be found on the website: www.unbiased.co.uk).

Expression of Wish Forms

When you die, there may be benefits that should be paid to 
your dependant(s).  You are able to nominate who you would 
like these benefits to be paid to by completing an Expression 
of Wish Form.  We will take your nomination into account 
when deciding who to pay your death benefits to, although we 
will consider other available information too to ensure that our 
decision is as robust as it can be.

Please contact KPMG if you would like to complete a new 
Expression of Wish Form.

Guidance for defined contribution 
pensions

To access a free, impartial government service about 
options relating to defined contribution benefits please 
visit: www.pensionwise.gov.uk 

Contact

If you need further information about the running of the 
Scheme or if you have any questions, you can contact the 
Trustee in writing or via email at the addresses below: 

STMicroelectronics (Bristol) Pension Trust Ltd
c/o Martin Bevitt
Atlas House, Third Avenue
Globe Business Park
Marlow
Bucks
SL7 1EY

Phil Morris (Chairman of the Trustee)
philip.morris@st.com

Andrea Talpo
andrea.talpo@st.com

Jonathan Edwards
Siliconjon48@gmail.com

Tony Gore
tony@aspen.uk.com

Trefor Southwell
stp@tdlj.net 

Jon Frosdick
jonathan.frosdick@gmail.com

Alternatively, please contact the Scheme Administrators: 

KPMG LLP
Arlington Business Park
Theale
Reading
RG7 4SD

T: 0118 373 1354
E: STMPensions@kpmg.co.uk

Future communication
The next communication we expect to send to members is the 
2017 newsletter.  We expect this to be sent in Autumn 2017.
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Change of personal details

It is essential that we hold accurate records so that we 
can pay your benefits when they are due.  Please let 
us know if any of your personal details change, such as 
your name, address, email or other contact details.  If 
you need to update your details, or would like to check 
the details that we hold, please contact KPMG using 
the details given above.


