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In October we invited members to attend a Town Hall 
meeting. The purpose of this meeting is to give you the 
opportunity to meet with the Trustee Directors and ask 
questions. This meeting was held at the Radisson Blu Hotel in 
Bristol on 4 December 2019. This was the fifth year that we 
have run a Town Hall meeting for members.

Thank you to those members who attended and for your time 
and active participation in the session. 

We appreciate that some members who would have liked to 
attend would not have been able to, due to other 
commitments or location. We have therefore produced this 
accompanying document. 

On the next few pages we have summarised the topics 
discussed at the meeting including questions raised by 
members. We have also provided a copy of the presentation 
slides for completeness.

The questions have been divided into the topics on the left.

Who can I contact if I have any questions?
We hope you find this Questions and Answers booklet helpful. 
Please let us know if you have any comments, questions or 
suggestions for future booklets by emailing any of the Trustee 
Directors or the Scheme’s email address at 
STMpensions@isio.com
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Definitions:

The Scheme – STMicroelectronics (Bristol) Retirement 
Benefit Scheme

ST R&D – STMicroelectronics (Research and 
Development) Limited

ST NV – STMicroelectronics NV 

The Company – refers jointly to ST R&D and ST NV
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Recap from the previous Town Hall Meetings

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.

The Trustee board operates under a quorum requirement setting out that 
a decision can only be taken by the Trustee when there are a minimum of 
two member nominated and two Company nominated directors present. A 
decision can therefore never be taken by an individual Director, or by only 
the Company or only the member nominated directors.

What are the key duties of the Trustee?
The ultimate responsibility of the Trustee is to make sure that there is 
enough money to pay the pensions required by the Scheme’s Rules as 
and when they need to be paid. In doing so, the Trustee must act 
impartially, prudently, responsibly and honestly, and in the best interest of 
all members at all times. 

To do this, the Trustee Directors are required to:

• Act in line with the Trust Deed and Rules - this is a document that was 
created when the Scheme was first set up and outlines the powers held 
by the Trustee and the Company. 

• Adhere to legislation and guidance enforced by The Pensions
Regulator. 

The above requirements can place limitations on the actions the Trustee 
can pursue. The Trustee does not therefore have sole discretion over 
how the Scheme is run and is unable to control the actions of other 
parties.

Any rule changes, as well as funding approach, require Company 
agreement and so the Trustee is continuously negotiating with the 
Company on the management of the Scheme. We also need to act to 
meet the changing requirements from the Pensions Regulator through 
time. 

Who is the Scheme’s sponsoring employer?
The legal sponsoring employer of the Scheme is STMicroelectronics 
(Research & Development) Limited (“ST R&D”). 

Although the Bristol site has now closed, ST R&D continues to operate in 
the UK through its Edinburgh site. It is the only company that has a legal 
obligation to support the Scheme, including through the payment of 
additional contributions to remove any deficit which should emerge over 
time, but we usually discuss the Scheme with the group parent 
STMicroelectronics NV (“ST NV”). It’s important that we speak to ST NV 
as they provide ST R&D with the financial support required for them to 
pay contributions into the Scheme even though they are not legally 
obliged to do so. The Trustee therefore maintain a close relationship with 
ST NV as well as ST R&D, however they have no influence over 
Company decisions or know what the Company may choose to do within 
its business in the future.

Your Trustee board as of 
December 2019:

Company appointed:

- Phil Morris (Chair)

- Maurizio Micale

- Jonathan Edwards

Member nominated:

- Jon Frosdick

- Ian Pearson

- Brendan O’Connor
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Recap of Actuarial Valuations

What is a full actuarial valuation?
At least once every three years, a pension professional known as an 
Actuary estimates 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 amount of money that 
is already held in the Scheme (known as the value of the assets) and the 
amount of money estimated to be needed to pay out all of the pensions 
already built up (known as the value of the liabilities). 

The value of the assets is a known amount equal to the value of all the 
money, stocks, shares and bonds actually held in the Scheme. 

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);

- What investment returns will be earned by the Scheme’s assets; 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 
between the Trustee and the Company. 

If the Scheme’s assets at the valuation date are bigger than the estimated 
value of liabilities there is said to be a surplus and if they are worth less 
than the estimated value of the liabilities there is said to be a deficit.  

How can the Trustee address a funding deficit?
In order to reduce and ultimately remove a deficit in the Scheme, the 
Trustee and Company agree a Recovery Plan. The Recovery Plan sets 
out the annual contributions the Company is liable to pay in order to 
remove the deficit. 

The Recovery Plan is determined by the Scheme Actuary and calculated 
such that, in combination with the investment returns on our assets, we 
expect it to remove the deficit by a target date agreed with the Company.

What was agreed as part of the full valuation as at 31 
March 2017?
The full actuarial valuation as at the 31 March 2017 found a £39m deficit 
in the Scheme. The Company agreed to make annual contributions of 
£4m from January 2019, increasing annually with the Consumer Price 
Index, in addition to £260k being paid 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.
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2019 Annual Funding Update

What were the results of the 2019 annual funding update? 
As at 31 March 2019, the Scheme held assets of £118.1m and liabilities of 
£159.4m resulting in an estimated deficit of £41.2m.

Since the previous full valuation at 31 March 2017, the funding position has 
worsened slightly (down from 75% to 74%). This reflects an increase in the 
value of the liabilities by more than we expected. The main driver for this 
increase is due to changes in market conditions. This means a lower expected 
future investment return was assumed than in 2017. Actual inflation was also 
higher than expected over the year and implementing updated/actuarial factors 
for different retirement options further contributed to the increase in the value of 
the liabilities. 

The slight deterioration in the funding position was not due to poor performance 
of the assets. The investment return earned over the period was higher than 
expected and deficit reduction contributions continue to be received from the 
Company. The absolute value of the assets fell slightly over the period 
(£118.1m in 2019 vs. £118.4m in 2017) but this reflects that assets are being 
drawn down to meet benefits currently in payment. 

Have the liabilities been affected by any changes in covenant? 
The impact of the covenant on the funding level of the Scheme is indirect. A 
weak covenant means the Trustee is less willing to take risk. Instead we will 
look to better match the Scheme assets to the liabilities and to increase 
prudence in our assumptions about the future. Covenant is not usually a 
numerical, measurable figure – it is a qualitative judgement based on many 
sources of information. 

Although the Trustee continuously monitor the employer’s covenant, these 
annual updates do not review the approach for valuing liabilities in light of 
changing covenant (although where the Trustee believe there has been a 
material change, we may choose to commission a full actuarial valuation earlier 
than the normal three years).

We also do not review the level of Company contributions as part of a funding 
update, however it can give us an indication of if we are likely to need to ask for 
more money at the next full actuarial valuation and allow us to start discussions 
with the Company. 

What has happened to the funding position since 31 March 
2019?
Markets have continued to be volatile since 31 March 2019 with real gilt 
(government bond) yields (which we set our investment return assumption in 
line with) hitting historic lows throughout the year. Therefore the assumptions 
used by the Scheme, and ultimately the liability value, have been volatile (since 
they are set with reference to market conditions). 

To counteract this volatility, the Scheme increased the level of matching of the 
liabilities in the design of their investment strategy over the year. This means 
that if the liabilities rise, so will the assets to some extent and vice versa. The 
funding position has been more stable than would have otherwise been the 
case, helping to protect against further severe deteriorations in the funding 
position which could occur in the future.  

What is the Company’s view of the Funding position?
As the Trustee we cannot talk for the Company. We understand from our 
discussions with the Company that while they would like to see the deficit 
removed through higher investment return (which would require a more risky 
investment strategy), they would also like stability of their funding commitments 
to the Scheme. A lower risk strategy provides this, be it potentially reducing 
returns to do so. 

Reminder: What is an Annual 
Funding Update?

Preparing a full valuation is a 
time consuming and costly 
exercise, and so is only required 
under legislation once every 
three years. In years where a full 
valuation is not performed, an 
annual funding update is 
performed instead. This is an 
approximate calculation based 
on averages of the membership 
and does not value members’ 
benefits individually. 

What is meant by 
Sponsor Covenant?
The Pensions Regulator 
describes covenant as the 
extent of the employer’s legal 
obligation and financial ability 
to support the scheme now 
and in the future. The strength 
of the sponsor’s covenant is 
relative to the scheme that it 
supports. The covenant should 
therefore be assessed with a 
view of the support available 
from the employer in the 
context of the deficit level and 
investment risk of the scheme.
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Protecting against volatility in the Funding deficit over time?
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Next Actuarial Valuation: 31 March 2020

Why was it agreed to target 2024 to remove the deficit?
The length of time to remove the deficit through additional employer contributions is 
based on negotiations between the Company and Trustee. It is important the 
Trustee considers the guidance provided by the Regulator on removing a deficit. 
The Regulator now expects deficit recovery periods to be considerably shorter than 
were allowed in the past but recognises the Company must also be able to meet the 
required payments. It is recognised that a solvent sponsor is the best security a 
scheme can have and so the Trustee does consider the Company’s business needs 
when negotiating, to make sure any agreement is sustainable and affordable. The 
size of the contribution required to clear the deficit in a given time frame is a 
mathematical calculation reflecting expected investment returns over the period. 
Our Actuary calculated possible plans and we agreed the target of 2024 was a 
reasonable length of time and affordable for the group. 

Will the next valuation, at 31 March 2020, be delivered on time 
and are there expected to be any issues between the Company 
and the Trustee?
The Trustee always aims to provide the actuarial valuation on time and proactively 
works with the Company to achieve this. In recent valuations, the need to agree the 
valuation with the Company, as this gives rise to the deficit reduction contributions, 
and difficult negotiations have meant the deadline has been missed. This has been 
done to make sure an appropriate agreement is reached to be able to protect the 
security of members’ benefits. At this stage there is no reason to expect discussions 
to be particularly difficult in 2020, but events in relation to this are outside of the 
Trustee’s control.

What does the deficit figure at any given date mean?
The deficit in a pension scheme represents the difference between the value of the 
assets held by the scheme and the money estimated to be needed to pay out all of 
the pensions built up in the scheme until the last member dies. 
The Scheme is in deficit and so the Trustee believes there is a higher risk that the 
Scheme’s assets are exhausted before the last member leaves the Scheme than is 
desirable. The Trustee is therefore continuing to ask the Company for more funds. 
However, what will happen in the future is uncertain and so it is not possible to say 
that the Scheme definitely will or will not have sufficient assets at any future date. 
Similarly, as our expectations about the future change (which occurs daily as 
markets fluctuate) the value of the deficit fluctuates. 
The deficit in the Scheme does not mean we have insufficient funds to pay current 
pensions. The Scheme is not building up debt as a result of being in a deficit. 
Rather, it indicates action is required by the Trustee and Company to make sure 
that the Scheme does not run out of money many years into the future.

Progression of Funding Level since 31 March 2019

Are the contributions 
paid by ST R&D or ST 
NV?

ST R&D is the Scheme 
sponsor and so pays all 
deficit contributions. The 
profits of ST R&D are 
insufficient to meet the 
agreed deficit reduction 
contributions agreed 
following the 31 March 
2017 valuation. ST NV 
therefore agreed to 
recapitalize ST R&D so that 
funds would be made 
available (from an 
intercompany debt) to ST 
R&D to facilitate the 
payment of deficit 
contributions.

The deficit recovery 
agreement reached with the 
Company was in December 
2018 and so will be 
reflected in their accounts 
covering the 2019 financial 
year i.e. not seen in 
accounts published to date. 

The Trustee based their assumptions about 
the future on data from the financial markets 
which demonstrates investors’ estimates about 
future financial conditions. These change daily 
and as a result, so does our deficit.
The graph on the left illustrates how our assets 
and liabilities, and so deficit, are volatile 
through time. The Trustee look to hold assets 
which move in a similar way to the liabilities to 
keep the deficit relatively stable in the 
presence of this volatility. This means any 
contributions received can more predictably 
reduce the deficit (i.e. close the gap) over time.

Deficit

Source: Isio models
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Investment Strategy

Why are the Scheme’s investments being changed?
The Trustee carried out a review of the investment strategy with the 
assistance of our investment advisers. Alongside negotiations for the 
actuarial valuation at 31 March 2017, the Trustee agreed with the 
Company to implement a revised, lower risk, investment strategy. This 
uses a combination of new asset classes that were introduced to the 
Trustee and are increasingly popular for pension scheme investments. 
Over the course of 2019, the Scheme assets were transitioned to the new 
investment strategy. The target investment strategy is presented on the 
left.  

The previous investment strategy had an expected return of 2.4% p.a. 
above the return provided by government bonds (or gilts) and over a 
three year period. In addition, we expected that in the worst 1 in 20 case 
scenario the deficit could be around £60m greater than we would 
anticipate it to be in 3 years. This is a common way to measure the 
amount of risk in a pension scheme.

The new investment strategy broadly maintains the same expected return 
above government bonds, but reduces the level of risk. Over a three year 
period we expect that in a worst 1 in 20 case scenario, the deficit could 
increase by around £23m compared to what we anticipate. This is more 
than a 60% reduction in risk compared to the previous strategy. This 
means the expected return is maintained while reducing risk in the 
Scheme.

Does the investment strategy account for Brexit 
uncertainty?
Both ST R&D and the Scheme are in the UK, so Brexit will not 
immediately impact this relationship. How ST R&D interacts with the wider 
group isn’t something we can comment on. The new investment strategy 
detailed above is expected to result in a more stable funding position 
when subject to market volatility and so better protects benefits in the 
Scheme. 

It is important to bear in mind that the risk to a pension scheme is that the 
assets perform poorly relative to the value of the liabilities. Changes in the 
markets can result in different impacts on the Scheme’s assets and 
liabilities. As such, market volatility could result in either an improvement 
or deterioration of the funding position. The new strategy seeks to better 
align these movements, reducing the volatility of the deficit within the 
Scheme and therefore the potential for it to significantly increase.

How often do the Trustee review and change their 
strategy? 
The Trustee review the investment strategy at least every 3 years in line 
with the date of the triennial valuation. 

The Trustee must consider the potentially high costs involved in changing 
the strategy and balance this against the benefit of any potential change. 
We therefore only alter the strategy if it is believed the long term benefit of 
doing so outweighs the short term cost (and risk) of transitioning the 
assets. 

The Trustee takes a long term view when setting the investment strategy 
as the life time of the Scheme is long. They do not engage in short term 
speculation when selecting assets. 

An explanation of the different asset 
classes can be found in the 
December 2019 member newsletter. 
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Environment, Social and Governance (ESG)

What is Environment, Social and Governance (ESG)?
Environmental, social and governance (ESG) refers to the three central factors in measuring the sustainability and 
societal impact of an investment in a company. 

The criteria can help to better determine the future financial performance of companies. These are defined below

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

⎯ Social criteria examines how a company manages relationships with employees, suppliers, customers and the 
communities in which it operates. 

⎯ Governance criteria is concerned with a company’s leadership, executive pay, internal controls, external audits and 
shareholder rights

The Trustee is now required to develop a set of beliefs that will be taken into account when appointing and monitoring 
investment managers. 

The Trustee would welcome any feedback on their ESG policy, which is included in the Scheme’s Statement of 
Investment Principles (SIP), available on the Scheme website. 

Risk 
Management

Integrating ESG factors, including climate change risk, 
represents an opportunity to increase the effectiveness of 
the overall risk management of the Scheme.
ESG factors can be financially material and managing 
these risks forms part of the Trustee’s fiduciary duty.

Approach/
Framework

ESG factors are relevant to investment decision making in 
all asset classes therefore the Trustee should understand 
how asset managers integrate ESG factors into their 
decision making.
ESG factors, including climate change, are a source of 
investment opportunity.

Reporting & 
Monitoring

Ongoing monitoring and reporting are essential tools for 
assessing the extent to which ESG factors are managed.
ESG factors are dynamic and continually evolving; the 
Trustee will receive training to maintain an understanding 
of these factors.

Voting & 
Engagement

The Trustee will seek to understand each asset manager’s 
approach to voting and engagement.
Engaging with companies is an effective way of seeking to 
initiate change.
Managers investing in companies’ debt, as well as equity, 
have a responsibility to engage with management on ESG 
factors.

Collaboration

Asset managers should sign up and comply with common 
codes and practices such as the UNPRI & Stewardship 
code. If they do not sign up, they should have a valid 
reason why.
Asset managers should engage with other stakeholders 
and market participants to encourage best practice on 
various issues such as board structure, remuneration, 
sustainability, risk management and debtholder rights.

Trustee’s Beliefs Criteria for managers

ESG factors are integrated 
holistically in the manager’s risk 
management framework. 

There is a clear 
approach/framework for integrating 
ESG factors. 

The manager provides meaningful 
and regular reporting on ESG 
issues, including voting and 
engagement activities.

There is evidence of exercising 
voting rights (where applicable) 
and ongoing engagement with 
companies on ESG issues to help 
initiate change. 

There is evidence of engagement 
with other stakeholders and market 
participants to encourage best 
practice on various issues such as 
board structure, remuneration, 
sustainability, risk management 
and debtholder rights.

Is the Trustee likely to disinvest from fossil fuels?
The Scheme only invests in pooled funds, where the investment managers are given sole responsibility of how best to 
invest the allocated assets to achieve that fund’s objectives. This means the Trustee is unable to veto individual 
investments made by these managers on ESG grounds. Instead, the managers will have their own ESG frameworks 
they operate in. The Trustee will keep managers under review to make sure the investment approach is in line with the 
Trustee’s beliefs and assessment criteria. 
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Defined Contribution Section

What will happen to DC benefits when the DC section of 
the Scheme is wound up? 
The Trustee is transferring management of the DC Section of the Scheme 
to another pensions provider. This effectively means that the DC Section 
is completely separate from the DB Section going forward, and so the 
Trustee will have no ongoing responsibility to look after it. This 
responsibility will be transferred to the new provider. We have agreed 
with the Company that the DC benefits will be transferred to a Master 
Trust arrangement, managed by Aviva. Details of the advantages of doing 
this have been discussed in previous member correspondence. 

What is a Master Trust?
A Master Trust is a pension arrangement which is managed by trustees, 
similar to our Scheme. The pension arrangement they manage holds 
benefits for employees from many different employers. The trustees will 
therefore be more knowledgeable about dealing with DC benefits than a 
Trustee who primarily deals with DB benefits, like us.

The benefits continue to be managed by trustees who will have 
responsibility for reviewing things like investment design and other 
features of the Scheme.

Why did the Trustee choose AVIVA to be the Master 
Trust provider?
The Trustee embarked on a rigorous selection process to determine the 
best ‘home’ for the DC benefits. The Trustee concluded that AVIVA 
offered the best terms, primarily determined by the following three key 
areas:

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

- Communication and Governance – AVIVA provide good quality 
member communications that the Trustee believe are in line with or 
above industry standards. 

- Flexibility for members - The law changed in 2016 to give members 
more flexibility over how they can use a DC pension pot to provide 
retirement income. For example members can choose to keep their 
DC pot invested and draw down on it as and when needed 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. 

What are the 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 now been incorporated into the Scheme Rules. 
Following this change, we have been able to trigger the wind-up process.

Following the wind-up trigger, the Trustee has written to all DC members 
who are impacted by this change. These members will have the option to 
take action to transfer their DC 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. 

Who may have a Defined 
Contribution (DC) pension 
in the STMicroelectronics 
Scheme?
DC benefits were only built up by 
some members in the Scheme 
between 2004 and 2006. If you 
have DC benefits in the Scheme 
you will have previously received 
an annual statutory money 
purchase illustration (SMPI) 
statement each year showing a 
projection of what benefit your 
DC pot may provide on 
retirement. 

There are around £2.5m of 
assets in respect of the DC 
Section which compares to 
around £115m of assets in 
respect of DB benefits. 

If my DC benefits exceed 
£30k will I need to obtain 
financial advice before 
transferring?
The limit of £30,000 applies to 
transferring DB benefits. DC 
members will not be obliged to 
obtain financial advice prior to 
transferring to the Master Trust or 
to another pension arrangement of 
their choice. This will be done as a 
bulk exercise with no action 
required by members. 
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GMP Equalisation

What is Guaranteed Minimum Pension (GMP)?
The Guaranteed Minimum Pension (GMP) is the minimum pension which a 
United Kingdom occupational pension scheme has to provide for those 
employees who were contracted out of the State Earnings Related Pension 
Scheme (SERPS) between 6 April 1978 and 5 April 1997. 

The amount is said to be 'broadly equivalent' to the amount of SERPS the 
member would have received had they not been contracted out. This means 
that an employee and employer would pay a reduced rate of National 
Insurance contribution in return for providing a private pension scheme that 
has benefits above a minimum requirement. It is also split between GMP build 
up prior to 6 April 1988 and GMP built up on or after 6 April 1988. It is payable 
from age 65 for men and age 60 for women (not State Pension Age). 

Why is the Trustee considering equalising GMP due to 
gender differences in payment?
There was a European Court of Justice ruling (Barber Judgement) in May 
1990 that required pension schemes to pay equal benefits to comparable men 
and women. 

Following this, many schemes went through a process to equalise their 
benefits but almost all schemes ignored the gender inequalities of GMP. It was 
considered an extremely complex area. As the benefits granted in respect of 
GMP are set out in legislation, pension schemes awaited guidance from the 
government on this matter. 

In October 2018 there was a subsequent High Court ruling in the Lloyds case 
which determined that there is a legal obligation on schemes to remove 
inequalities that arise from different GMPs in benefits built up between May 
1990 and April 1997 (when GMPs ceased to build up).  

What is the impact of this Ruling on benefits?
There are a number of different methods that can be used to equalise the 
GMP benefits in the Scheme. The Trustee will come to an agreement with the 
Company to determine an appropriate method among those that have been 
approved by the judgement.

Not everyone will be due an increase as a result of GMP Equalisation but no 
one will suffer a reduced pension as a result of the Equalisation exercise. 
Members who are due an additional benefit will be contacted in due 
course. 

What are the likely timescales for this exercise?
This work to equalise benefits is not likely to commence much before 2021 as 
official legislation is not expected to be released and subsequently 
implemented before this. In particular, we are still waiting on guidance from 
Her Majesty’s Revenue and Customs (HMRC) on tax treatment.

In the meantime, transfer values requested by members are being calculated 
on a basis that takes into account GMP Equalisation, where possible.

What impact will GMP Equalisation have on the funding 
position?
The liabilities are likely to increase at the next full actuarial valuation as a result 
of this exercise. This is expected to be the case for the majority of pension 
schemes impacted by GMP Equalisation. The impact is likely to be somewhere 
in the region of 0.5% to 2% of the Scheme’s liabilities. 

A past service cost of £576k was included in the 2018 published Company 
accounts, representing the Company’s high level estimate of this additional 
liability on assumptions suitable for accounting purposes. 
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Data Quality

What was the reason for the error?
This was as a result of erroneous data being transferred electronically from 
our previous administrators to KPMG (now Isio) in 2004 for this member. In 
particular, this related to how the member’s transferred in benefits from 
another employer was recorded. 

Further, when the member’s GMP records were subsequently updated in 
2016, following a reconciliation with HMRC’s records, the error related to 
the transferred in benefits caused a further error to be introduced to the 
member’s benefits.

What is the Trustee doing in light of this error?
Where an error in an individual member’s benefit has been identified, the 
benefit is amended and any over or under payments are assessed and 
communicated to the members. 

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. The described member case suggests the 
data relating to historical transfers may not accurately reflect these 
members’ benefits in some such cases.

The Trustee is looking to establish if this is a one off case or may be 
indicative of any wider issue in the data. As we believe this error related 
specifically to the member’s transfer in data, the Trustee is working with 
our administrator to investigate if this could effect other members with 
transferred in benefits.

Will all members’ benefits be checked? 
We understand that this discovery may cause concern among members. 
However, the Trustee does not have reason to believe that this related to 
any wider issue that affects all members. In light of the significant costs 
involved in checking members’ records the Trustee has asked Isio
(formerly KPMG) to review a sample of calculations for members who have 
a transfer in recorded on their record. If investigations do suggest further 
issues with the data quality, we will complete further work to address this. 

This could be a time consuming process and we ask for your patience 
whilst Isio (formerly KPMG) carry out the appropriate checks. Where a 
member has a pension in payment and an error is identified in this 
pension, our administrators will be in touch to correct the pension. If the 
member’s benefits are not yet in payment, their record will be updated and 
the member will be issued with a new benefit statement of entitlement. 

A member recently questioned 
their pension amount with our 
administrators at KPMG (now Isio), 
who subsequently identified that 
an error was present in their 
record. 

How long will it take to 
complete this 
investigation?
Testing these member records is 
not a quick or straight forward task. 
Where transfer in benefits are 
involved, the unique nature of 
these often means having to refer 
back to old records. The Scheme 
used to hold records on Fiche and 
so where the electronic data is 
ambiguous, it is necessary to refer 
back to these physical records. 
This takes our advisors time, which 
as always comes with a cost. It also 
takes up their time away from the 
day to day running of the Scheme, 
which must continue as always.

The Trustee is therefore working 
with our advisors and 
administrators to take a targeted 
and efficient approach to 
understand this matter and its 
potential scope. Initially a further 
sample of members with 
transferred in benefits are being 
targeted and next steps will be 
decided based on the outcome. 

Can the annual pension increase letter include more information to enable members to 
better understand their benefits?
Each year pensioner members are issued with a pension increase letter. This letter details the increase that will be 
applied to each tranche of pension. 

The Trustee 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.

The Trustee was in favour of this proposal as it would increase transparency for members and help them better 
understand their benefits. Having discussed the practicality and potential additional cost of doing this, the Trustee 
has decided to implement this proposal. Our administrators will implement this for next summer’s pension increase 
letter to members with pension in payment. 

The Trustee welcome other suggestions from Scheme members. 
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Other questions

What has the Trustee done to redress and implement 
reasonable pension increases?
Increases in payment of pension built up in the Scheme prior to July 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. The Trustee has no power to redress and implement 
reasonable pension increases that sit outside of the benefit entitlement 
stated in the Rules. Only the Company would be able to grant such 
discretionary increases. The Trustee is therefore unable to take action to 
redress this issue. 

In developing the new long term strategy has an increase 
to pre 1993 excess been taken into account? 
The target strategy of self sufficiency by 2030 does not account for pre 
1993 pension increases because this is a discretionary benefit and so not 
a benefit entitlement under the Trust Deed and Rules. 

An increase to pensions 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 does not anticipate 
any augmentations to be awarded in the near future. 

What are the Service Standards required of Isio (formerly 
KPMG)?
The Trustee has a number of target response times across standard 
types of request and query, agreed with our administrator. Isio reports on 
performance against these targets quarterly, which the Trustee reviews.

Non-standard queries are likely to take longer. The Trustee prioritises 
obtaining the correct response to the query rather than a quick answer, 
where this would be the trade off. 

Can more information be made available on the Scheme 
website?
The public nature of the website may restrict what the Trustee can share 
on it. Further information can be requested from the administrators. The 
Trustee will continue to consider requests for the website from members. 

When are Pensions Dashboards to be introduced for all 
Scheme members and will the website be used as a 
gateway to these dashboards?
Some members may be aware that the Government has been consulting 
on a way to provide industry wide pensions dashboards. The Trustee is 
awaiting Regulation to be developed in this area. Following this, they will 
then discuss the appropriate approach to take. 
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