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The legal bit
This communication provides information about the STMicroelectronics (Bristol) Retirement 
Benefit Scheme and is not to be construed as advice under the Financial Services and Markets 
Act 2000 or otherwise
Neither the Trustee of the STMicroelectronics (Bristol) Retirement Benefit Scheme or any of its 
advisers can provide individuals with any advice
KPMG LLP is authorised and regulated by the Financial Conduct Authority for investment 
business activities
All references to legislation are to UK legislation and are based on current understanding of 
current UK law and HM Revenue and Customs practice which may change at any time
All comments in this communication are based on current understanding – In the case of 
discrepancies, the underlying Trust Deed and Rules and legislation will prevail
If you are unsure as to any aspect of what to do with your pension you should obtain 
independent financial advice
You can contact an independent financial adviser in your area by looking at the IFA Promotions 
Website www.unbiased.co.uk
We request that members of the audience do not record any part of this communication 
– The Trustee will provide a formal follow up to this meeting for all members in 
due course

http://www.unbiased.co.uk/
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Purpose of the meeting between the Trustee 
and members

To provide an 
update on 

the Scheme

To maintain 
open 

dialogue with 
members

To answer 
some of the 

common 
questions 
asked by 
members

Where you see a speech 
bubble – this means a 

member has sent in the 
question!
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The term of office for Jon Frosdick expired on 31 October 2019. 

Jon Frosdick chose to stand again and the Trustee board received no other nominations for the MND 
positon. Jon was therefore re-appointed as the Member Nominated Trustee Director.

Trustee Board – Introductions
Trustee = STMicroelectronics (Bristol) Pension Trust Limited
Run by six Trustee Directors
All Trustee Directors have equal power and responsibility

Phil Morris
Company Appointed
Deferred member

Jonathan Edwards
Company Appointed
Pensioner member

Brendan O’Connor
Member Nominated
Pensioner member

Jon Frosdick
Member Nominated
Pensioner member

Ian Pearson
Member Nominated
Pensioner member

Maurizio Micale
Company Appointed
No benefits in 
Scheme

Quorum - The Trustee can only take a decision when there are a minimum of two member nominated and two 
Company nominated directors present. A decision can therefore never be taken by only Company or only 
member nominated directors.
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Advisers – Introductions
The Trustee is advised by KPMG who will support the Trustee in presenting this session

Mark Westmore
Scheme Actuary

Some Definitions:
The “Scheme” refers to the STMicroelectronics (Bristol) Retirement Benefit Scheme
“ST R&D” refers to STMicroelectronics (Research and Development) Limited
“ST NV” refers to STMicroelectronics NV
The “Company” refers jointly to ST R&D and ST NV collectively

Sophie Catt
Consultant

Sophie Bennett
Consultant
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A reminder…

Key role: 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

Duties of trustees

Act in line 
with the 

trust deed 
and rules

Act 
prudently, 

responsibly 
and 

honestly

Act in the 
best interests 

of all 
beneficiaries

Consider 
powers 

provided 
under the 

Rules

Act 
impartially

Note – The Trustee does not have the sole power to run the Scheme nor does it have the power 
to control the actions of other parties such as the Company or the Pensions Regulator
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Full Actuarial Valuations
Completed every 3 years – next valuation as at 31 March 2020

Current level of 
assets held

Additional 
investment 

returns 
anticipated

Future deficit 
contributions

Balance required
(Deficit)

Technical 
provisions 

= future 
assets 

required 
to pay 

benefits

Equity
Bonds

LDI
Property

Assumptions
- Future investment 

returns
- Future inflation
- Life expectancy
- Family statistics
- Member options
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31 March 2019 annual funding update
31/03/2017 (valuation)

31/03/2018 (Update)

31/03/2019 (Update)

Update on Funding - 31 March 2019
In years where a full valuation is not performed, an annual funding update is carried out 

instead. This shows us how market conditions are affecting the Scheme.

There has been a slight worsening of the funding position since the full actuarial 
valuation at 31 March 2017.

Reasons for the slight increase in liabilities are as follows:
 Weakening of our assumptions about the future

(due to changes in market conditions)
 Inflation being higher than expected
 Implementation of the updated actuarial factors

This was partially offset by: 
• Deficit reduction 

contributions from the 
Company

• Higher than expected 
returns on our assets.

Source: KPMG calculations
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Next Actuarial Valuation: 31 March 2020
Recap: What happened at the previous valuation as at 31 March 2017
Agreed annual contributions of:
- £4 million from Jan 2019, increasing annually with the Consumer Price Index; plus
- £260k towards the anticipated cost of running the Scheme
These payments will continue until 2024, when the deficit is expected to be removed, or 
until superseded by a new Schedule of Contributions agreed with the Trustee.
This was part of a package of agreements with the Company about the broader running 
of the Scheme, as communicated to members previously.

The funding update at 31 
March 2019 suggested we 
may need to ask the Company 
for greater contributions, 
however market conditions 
have continued to be volatile 
since this date.

Long term strategy:
Self Sufficient by 2030

New Funding Code 
of Practice

The Government and Pensions Regulator will be 
releasing a new Funding Code of Practice in 2020 
and this is expected to be the biggest changes to 
pension scheme funding since 2005.
We are working with our advisers to understand 
the requirements and impact of the new code.
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The Scheme’s investment
Aim to make sure that sufficient assets are available to pay members’ benefits as and 
when they arise. 

Following the 2017 Actuarial 
valuation, the Trustee agreed 
to implement a new investment 
strategy.
As 31 March 2019 some of the 
assets were still in transition 
between our previous and new 
strategy.

Market value of invested 
Scheme assets:

£118.1m

Distribution of Assets as at 31 March 2019

Source: Investment Managers

Property
2.6% UK Equity

6.4%

Corporate 
Bonds
28.8%

Absolute 
Return Bond 

Fund
6.8%

LDI
18.9%

DGF
21.4%

Semi Liquid 
Credit
14.5%

Cash
0.6%
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DGF
25%

Semi Liquid
Credit
15%

Direct Lending
20%

Absolute Return 
Bonds

7%

LDI
33%

LDI overlay c.70% 
(TP’s basis)

The New Investment Strategy

Over the year the Trustee has been 
implementing a new investment strategy which 
was agreed as part of the 31 March 2017 
valuation.
This strategy looks to use newer asset classes 
to reduce risk in the Scheme while maintaining 
the expected level of return.
Target strategy

Source: Investment Managers

Update to 30 September 2019

“With all the predictions of the 
various forms of Brexit are for a 
long term hit to the UK economy, 

does the investment strategy 
take this into account?” 

Cash
1%

Direct Lending 
5%

Corporate 
Bonds
13%

Absolute Return 
Bonds
13%

LDI
30%

DGF
25%

Semi Liquid 
Credit
13%

Source: Investment Managers
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Environmental, Social and Governance (ESG) 
Investment Policy
What do we mean by ESG?

Environmental
Examples:

Resource Use
Emissions Innovation

Climate Change
Pollution

Deforestation

Social
Examples:

Human Rights
Health & Safety

Conflicts
Employee Relations 

& Diversity

Examples:

Board Diversity
& Structure

Executive Pay
Bribery & Corruption

CSR Strategy

Governance

Company

Governance criteria is 
concerned with a 

company’s leadership, 
executive pay, internal 

controls, external 
audits 

and shareholder rights. 

Social criteria examines how a company 
manages relationships with employees, 

suppliers, customers and the 
communities in which it operates.

Environmental criteria 
looks at how an investee 
company performs as a 
steward of the natural 

environment.

Given that fossil fuel 
assets are likely to 
decline in value, 

what measures are 
the trustees taking to 
dis-invest from coal, 

oil and gas?

I am interested in 
understanding 

the policies of the 
fund on ethical 
investing and 

environmentally 
positive investing.
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Environmental, Social and Governance 
Investment Policy
New Regulation
Pension schemes with 100 or more members now need to include the following in their Statement 
of Investment Principles (SIP):

“how they take account of financially material considerations, including (but not limited to) those 
arising from Environmental, Social and Governance considerations, including climate change” 

“their policies in relation to the stewardship of investments, including engagement with investee 
firms and the exercise of the voting rights associated with the investment.”

What is the Statement of Investment 
Principles?
This is a document which sets out the Scheme’s 
investment objective and strategy along with the 
target asset allocation.

The Deadline for updating the 
Scheme’s Statement of Investment 
Principles was 30 September 2019

Please visit the Scheme website where the full SIP (and investment policies) is 
available to members.
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Environmental, Social and Governance 
Investment Policy

Risk 
Management

ESG risks financially material
Opportunity to improve effectiveness of 
risk management

Approach/
Framework

ESG factors are relevant to investment 
decision making
Source of investment opportunity

Reporting & 
Monitoring

Ongoing monitoring essential 
ESG factors evolving; training needed 
to maintain sufficient knowledge

Voting & 
Engagement

Engaging with companies effective way 
to initiate change
Debt as well as equity managers.

Collaboration
Managers should Comply with 
codes and practises and engage 
with others for best practice

Trustee’s Beliefs Criteria for managers
ESG factors are integrated holistically 
in the risk management framework. 

Clear approach/framework for 
integrating ESG factors

Provide meaningful and regular 
reporting on ESG issues including 
voting and engagement 

Evidence of exercising voting rights 
(equity). Ongoing engagement with 
Companies to initiate change

Evidence of engagement with other 
stakeholders/participants to 
encourage best practise.
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A reminder…

Defined Contribution (DC) Benefits were only built up in the Scheme between 2004 and 
2006. 
 There are c£2.5m of assets in respect of the DC Section.
 This compares to c£115m of assets in respect of the DB Benefits.
What’s changed? 
There are far greater governance requirements for DC Schemes than there have been in the 
past.
And we only expect the requirements to increase!

The Trustee have reviewed options for the DC Section going forward and decided 
members would receive better value in relation to their DC Section benefits if these were 
outsourced to another provider.

The Defined Contribution Section

What do these requirements mean if the DC Section is maintained within the 
Scheme?

- The Trustee will have to comply with the new governance requirement in full
- This results in higher advisory costs for the Scheme
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The Trustees carried out a rigorous process in order to select the best ‘home’ for the DC 
funds and a subsequent Master Trust was selected. 

What is a ‘Master Trust’?
 A multi-employer investment vehicle that collectively manages pooled investments
 A Master Trust will have a Provider who manages the Trust, e.g. insurance company
 Master Trust then provides ongoing professional, independent Trustee oversight using 

its own ongoing governance process and procedures

Some advantages of moving to a Master Trust:

The Defined Contribution Section

Specialist DC Trustee 
managing funds

More investment options 
for members

Higher quality DC 
specific communications

Economies of Scale 
resulting in lower cost 

per head

Access to pension 
flexibilities on retirement
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Chosen Provider for the DC Benefits

 Fair member charges
The charges to be applied to 
members pots were lower under the 
AVIVA arrangement than any of the 
other providers considered

Following a rigorous selection process, the Trustee decided to select AVIVA to be 
the ‘new home’ for the DC benefits. 
Why did the Trustees choose AVIVA?

 Communication and governance
Provided good quality member 
communications that we believe are 
in line with or above industry 
standards.

 Flexibility for members
The law changed in 2016 to give you more flexibility over how you can 
use a DC pension pot to provide retirement income. For example you 
can choose to keep your DC pot invested and draw down on it as and 
when you need to provide income in retirement.
The Trustee believed that Aviva offered members the greatest flexibility 
and the fewest restrictions in relation to how members were able to 
access their DC benefits. 
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The Defined Contribution Section
Next Steps
The Trustee requires the agreement of the Company to wind up the DC Section of 
the Scheme as it requires a change in the Scheme Rules. The Company have 
provided their consent to wind up the Scheme and the Deed of Amendment has 
been incorporated into the Scheme Rules. 

 The Trustee will be in contact 
with all DC members whom are 
impacted by this change. 

 These members will have the 
option to take action to transfer 
their funds out of the Scheme to 
their own chosen provider. 

 Otherwise, the DC pots will be 
transferred to the provider 
selected by the Trustee 
automatically. 

 SMPI statements at 31 March 2019 have 
not been issued to members. 

 The Trustee hope to implement the 
changes discussed on the previous slides 
shortly and so issue a unified 
communication including information in 
relation to the wind up. 

 The statutory deadline for these statements 
is 31 March 2020. We will ensure the 
statements are issued to members ahead 
of this deadline. 

Statutory Money Purchase Illustration (SMPI) 
Statements
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GMP Equalisation? 
What does the Past 

Service Cost of £576k 
reported in the accounts 

in 2018 represent ..?

Have the trustees assessed the high court 
ruling in respect to GMP payments after 

17.05.90 regarding unequal benefits to men 
and women and if so what was the result?

What is a Guaranteed Minimum Pension (“GMP”)?
Minimum pension which an occupational pension scheme has to provide for those employees 
who were contracted out of the State Earnings-Related Pension Scheme (SERPS) between 
April 1978 and April 1997. It is calculated differently for men and women.
Equalisation Rulings
— 17 May 1990 - European Court of Justice ruling (Barber judgement) requires pension 

schemes to pay equal benefits to comparable men and women 
- Many schemes went through a process to equalise their benefits subsequently but 

almost all schemes ignored the gender inequalities of GMP
— 26 October 2018 – High court ruling in the Lloyds case determined that there is an 

obligation to remove inequalities that arise from different GMPs in benefits accrued 
between 17 May 1990 and 5 April 1997 (when GMPs ceased to accrue).

What now?
— Some members will be due an increase in their pension (no one will suffer a reduction) 
— Members whom are due an additional benefit will be contacted. This is not likely to be 

before 2021 as still awaiting guidance



21

Document Classification: KPMG Confidential

© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Data Quality

Following the discovery of errors in member 
data … can the Trustee & KPMG assure the 
Scheme members that they have conducted 
a thorough review of every member's records 
and corrected all other errors and informed 
individual members as appropriate?

Identified issues:
Data was transferred electronically from our previous administrators to KPMG in 2004 
Where a member transferred benefits from another prior employer into the Scheme, this 
additional benefit was provided for in a number of ways. It is often unique to each 
member.
Recent member cases suggest the data relating to historical transfers may not accurately 
reflect these members’ benefits.
As a consequence, when members’ GMP records were subsequently updated in 2016, 
following a reconciliation with HMRC’s records, this may have inadvertently caused some 
members’ benefits to be paid incorrectly.

Following these discoveries 
are there any further 
ramifications with regard to 
the Scheme data held by the 
Trustee?
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Data Quality (continued)
What have we done?
Where members have queried their benefit, and an error has subsequently been 
identified, the members’ pensions have been adjusted appropriately.
The Trustee is now working with KPMG to review the accuracy of the data that is held for 
all members who are potentially affected. This is an Agenda item for tomorrow’s Trustee 
meeting.

Any members with pension in payment, who are identified as having an error in 
their record, will be contacted as soon as possible. 

A Balanced approach
Due to the unique nature of transferred in benefits, the administrators need to 
manually review individual members records (in some cases this involves going back 
to microfiche and paper records)
This is a time consuming process for our administrators, who also need to continue to 
manage the Scheme day to day. It also incurs additional costs for the Scheme.
This review is focussed on members whose records show that their benefit entitlement 
includes a transfer from a prior employment.
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Annual Pension Increase Correspondence
Each year pensioner members are issued with a pension increase letter. 
The letter details the increase that will be applied to each tranche of pension. 
We received a suggestion from a member that this should include the pension amount 
attributable to each pension increase. This would give members a better understanding of how 
their pension increase is calculated each year.
We have therefore decided to implement this proposal going forward
Example:

Pension Tranche Increase as per 
Scheme’s 

Rules

Increase 
applied at 1 
July 2019

Pension amount in 
payment following

increase at 1 July 2019
GMP built up before 6 April 
88

No increases Nil £500

GMP built up between 6 
April 88 and 30 June 93

CPI max 3% 2.4% £400

Excess pension built up 
before 1 July 93

Discretionary Nil £2,000

Pension built up between 
1 July 93 and 5 April 05

CPI max 5% 2.4% £1,500

Pension built up after 6 
April 05

CPI max 2.5% 2.4% £200
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Increases to pre 93 pensions

Trustee’s duty
To act in line with the 
Scheme’s Trust Deed and 
Rules

Trustee’s role
To seek 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

Has the  pre-93 increases 
situation been taken up with 

the Company in the past year? 
If so, what was the outcome?

Please advise what the 
Trustees can do to redress 
and implement reasonable 
pension increases.

In developing the new long term 
financial strategy … [have you] 

taken in to account … this 
group of pensioners

Increases in payment of pension built up in the Scheme prior to 
1993 in excess of GMP is not a benefit entitlement under the 
Trust Deed and Rules.
The Trustee is required under law to take decisions which make 
sure all benefits required under the Rules can be paid in full 
under a range of different scenarios.

What is required for a discretionary increase on this 
pension?
An increase on this pension can only be provided through an 
augmentation to benefits. This is only possible with the 
Company’s agreement and with explicit additional funding of 
this benefit.

The Trustee has no power to redress and implement reasonable 
pension increases. Only the Company would be able to grant 
such discretionary increases. 
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Scheme membership

2019 (right)
Total members:

909

2018 (left)
Total members: 

920

Note: Includes both DB and DC membership
Source:KPMG

2019
2018

N
o.

 M
em

be
rs

Age Range
0-29            30-39          40-49            50-59            60-69            70-79             80+   



26

Document Classification: KPMG Confidential

© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative 
(“KPMG International”), a Swiss entity. All rights reserved.

Communication

What are the Service Standards 
required of KPMG in particular relating 
to responses to members requests for 
matters requiring a response.

When are Pensions Dashboards 
to be introduced for all Scheme 

members and will the website be 
used as a gateway to these 

dashboards

Could the information available to Scheme 
members from the Trustee on request be 
incorporated eg Scheme accounts, Scheme 
Rules, Actuarial Valuations etc

The Trustee has a number of target response 
times across standard types of request and 
query, agreed with our administrator. KPMG 

reports on performance against these targets 
quarterly, which the Trustee reviews.

Non-standard queries are likely to take longer.

Some members may be 
aware that the Government 
has been consulting on a 
way to provide industry 

wide pensions dashboards.

The public nature of the website may restrict what 
the Trustee can share. This information can be 

requested from our administrators. We will continue 
considering requests for the website from members.

We await Regulation to be 
developed in this area. The 

Trustee will then discuss 
the appropriate approach 

to take in light of this. 
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Cash Equivalent Transfer Values

To request a quote please 
email: 

STMPensions@KPMG.co.uk

You may only transfer your 
pension to a registered 
pension scheme.

You must seek independent 
financial advice to transfer 
your defined benefit pension 
out of the Scheme.

You can transfer your Defined 
Contribution pot or AVCs 
separately to your Defined 
Benefit Pension.



Thank you



Q&A
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