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Welcome to the summer 2014 edition of  
the IPS Newsletter 
Dear Members, 

In my last newsletter I informed you of the agreement that  
the Trustee had reached with Schneider Electric following their 
acquisition of Invensys. I can confirm that the actions resulting 
from that agreement have been completed. In particular, the 
assets of the Reservoir Trust have been distributed. The Scheme 
received its 50% of the assets in April 2014.

Full details of the financial position of the Scheme are included  
in section 2, which contains the Annual Review. This gives details 
of the financial position of the Scheme at 31 March 2014. During 
the year, the Scheme’s investments outperformed the strategic 
target. This helped to improve the funding position of the 
Scheme and the security of members. The outperformance  
of the Scheme’s investments, combined with the £400m cash 
contribution and various other factors, mean that the Scheme 
was in surplus at the end of the year. The surplus was further 
increased when the Reservoir Trust Assets were transferred  
in the following month, giving a pro-forma surplus of £121m. 

News from the Chairman

The agreement  
between the Trustee  
and Schneider Electric, 
alongside the improved 
funding position has 
enhanced the Scheme’s 
financial security during 
2013/14. The Trustee  
is confident that  
the Scheme is well 
positioned to pay the 
pensions promised  
to its members.
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As previously communicated, there is no change to members’ 
entitlements as a result of the improved funding position. 
However, you will recall that at the time of the acquisition of 
Invensys, Schneider Electric did make clear that it intended to 
review the continuation of pension accrual for the remaining 
active members. 

The agreement between the Trustee and Schneider Electric, 
alongside the improved funding position has enhanced the 
Scheme’s financial security during 2013/14. The Trustee is 
confident that the Scheme is well positioned to pay the  
pensions promised to its members. 

Invensys remains the Scheme’s sponsor and the guarantee 
provided by Schneider Electric means that the Scheme now has 
a formal link to the wider Schneider Electric Group. I thought 
that you might find it interesting to read a bit more about 
Schneider Electric. In section 3 I have provided a short synopsis 
of its history and business.

The 2014 Budget statement made a number of changes and 
proposed changes to pensions. If you have a pension in payment 
then you are less likely to be affected and may not wish to read 
the information. However, if your pension is relatively small there 
may be some new options available to you in the future. This will 
depend upon a number of factors, including a change to the 
Scheme rules (which requires agreement from the Company). 
Section 4 contains more details. Members of the Defined 
Contribution (DC) section should also read section 5, which 
details the 2014 Budget proposals for DC schemes.
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Section 6 outlines how Punter Southall, as the Scheme’s 
Administrator, aims to deal with your enquires when you contact 
them, and provides some comments about when new pensions 
start. Please read this section if you are close to retirement and 
are expecting to receive your first pension payment in the next 
few months.

Please read section 7 if you have any concerns about your  
tax code. It gives information on Pay as You Earn (PAYE) 
and the changes that were introduced recently under Real  
Time Information.

Please don’t forget, important Information and contact details 
are provided on the back two pages of this newsletter.

Kathleen O’Donovan
Chairman of the Trustee 
of the Invensys Pension Scheme
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• The assets in the Reservoir Trust 
were split evenly between the 
Scheme and the Company, 
increasing the assets of the 
Scheme by approximately £105m

• Various arrangements between 
the Trustee and the Company 
came to an end

• The Trustee agreed arrangements 
for any section 75 debts that may 
arise before December 2015

Following the acquisition, Invensys 
plc was re-registered as Invensys Ltd. 
However, the relationship between 
the Scheme and the Sponsor (the 
Company) did not change. 

The Scheme was in surplus by the 
end of the year
During the year, the Scheme’s 
investments outperformed the 
strategic target. This helped to 
improve the funding position of  
the Scheme and the security of 
members. The outperformance of  
the Scheme’s investments, combined 
with the £400m cash contribution 
and various other factors, mean that 
the Scheme was in surplus at the end 
of the year.

The outlook is positive
The agreement between the Trustee 
and Schneider Electric enhanced the 
Scheme’s financial security during 
2013/14. The Trustee is confident 
that the Scheme is well positioned  
to pay the pensions promised to  
its members. 

1. Executive summary
The year 2013/14 has seen a number 
of significant developments for the 
Scheme. This page summarises the 
main points.

The Company completed the sale 
of its Rail division
In early May 2013, Invensys plc (the 
Company) completed the sale of its 
Rail division to Siemens. As a result of 
this sale, the Scheme benefited from 
a cash contribution of £400m, which 
was invested into the fund on 3 May 
2013. It also benefited from a 
Reservoir Trust of £225m, which was 
created by the Company to fund the 
Scheme in the future if necessary.

The Company became a subsidiary 
of Schneider Electric
On 17 January 2014, the Company 
became a subsidiary of Schneider 
Electric, a French-based multinational 
corporation that specialises in energy 
management. The Trustee held 
discussions with Schneider Electric, 
who agreed to provide incremental 
financial security to the Scheme. The 
terms of this agreement are detailed 
later in this report. However, they 
include the following points:

• Schneider Electric SA (re-registered 
as Schneider Electric SE on 19 June 
2014), the parent company of the 
Schneider Electric group, provided 
a £1.75bn Guarantee to support 
the Scheme

Invensys Pension Scheme 
Annual Review 2014
Chairman’s Review

There are four parts 
to this review:

1.  Executive 
summary

2.  The year in 
summary

3.  Our investment 
summary

4.  The outlook
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Section 2 The outcome of the discussions was 
an agreement between the Trustee 
and Schneider Electric. Under this 
agreement, Schneider Electric 
provides incremental financial 
security to the Scheme. 

If the Trustee had not negotiated this 
agreement, the Scheme would not 
automatically have had any formal 
recourse to the wider Schneider 
Electric group. 

Terms of the agreement with 
Schneider Electric
The key terms of the agreement with 
Schneider Electric were:

• Schneider Electric SA provided  
a £1.75bn Guarantee 
The parent company of the 
Schneider Electric group, Schneider 
Electric SA, agreed to guarantee 
the obligations of the Scheme’s 
participating employers up to a 
maximum amount of £1.75bn.

• The Reservoir Trust was split 
between the Scheme and the 
Company 
It was agreed that the Reservoir 
Trust would be terminated and the 
proceeds split evenly between the 
Scheme and the Company. This 
increased the assets of the Scheme 
by approximately £105m after the 
year end. It also increased the 
assets of the Company, which 
remains the Scheme Sponsor,  
by a similar amount.

The Scheme’s share of the Reservoir 
Trust assets were transferred into  
the Scheme in April 2014. Because 
this was after the financial year  
end for the Scheme, the assets  
are not included within these 
financial statements.

2. The year in summary
This section summarises the year to 
March 2014. It builds on the points 
explained within the executive 
summary, providing additional detail.

Invensys plc sold its Rail division 
In early May 2013, Invensys plc (the 
Company) completed the sale of its 
Rail division to Siemens. This was 
detailed in Trustee’s Annual Report 
& Financial Statements 2013. As a 
result of this sale, the Scheme 
benefited from:

• A cash contribution of £400m 
The £400m was invested into the 
Scheme on 3 May 2013. The assets 
are included in this year’s accounts. 

• The creation of a Reservoir 
Trust of £225m funded by 
the Company 
This was available to fund the 
Scheme in the future, if necessary.

The Company became a subsidiary 
of Schneider Electric 
On 11 July 2013, the Company 
announced that it had received a 
takeover offer from Schneider Electric 
SA. Schneider Electric’s market 
capitalisation at 31 March 2014 was 
c. £30bn and it had a credit rating of A-. 

The Company became a subsidiary of 
Schneider Electric on 17 January 2014, 
when the transaction completed. 

Schneider Electric agreed to 
provide incremental financial 
security to the Scheme 
During the takeover, the Trustee 
discussed the following with 
Schneider Electric:

• the future funding arrangements 
for the Scheme

• the implications for the sponsor 
covenant

• the nature of any extra support 
that might be available from 
Schneider Electric following 
completion of the Offer
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  If, in this period, the Company itself 
ceases to employ active members, 
the section 75 debt will be 
allocated to the remaining 
participating employers.  
However, the Company will 
guarantee those obligations.  

The Scheme was in surplus by the 
end of the year
The combination of the £400m cash 
contribution, which followed the 
disposal of Invensys Rail, investments 
outperforming the strategic target 
and other factors means that the 
Scheme was in surplus on a technical 
provisions (TP) basis at the end of the 
year. This surplus was increased by  
a further £105m when the Scheme’s 
share of assets in the Reservoir Trust 
were contributed to the Scheme.  
A summary of the estimated  
surplus/(deficit) is as follows:

• Various arrangements between 
the Trustee and the Company 
came to an end 
In light of the Schneider Electric 
Guarantee, certain arrangements 
between the Trustee and the 
Company came to an end. These 
included the requirement that if 
the Scheme were in deficit, 8% of 
the proceeds from any sale of an 
Invensys business that is not a 
participating employer must be 
paid into the Scheme.

• The Trustee agreed 
arrangements for any section 75 
debts that may arise before 
31 December 2015 
If a participating employer other 
than the Company ceases to 
employ active members on or 
before 31 December 2015, the 
Trustee has agreed in principle to 
assign any future section 75 debts 
to the Company. This is subject  
to statutory requirements. 

£m
31 March

 2011
31 March

 2012
31 October 

2012
31 March 

2013
31 March 

2014

Surplus/(deficit) (235) (548) (478) (445)* 16

Reservoir Trust assets 
due to the Scheme 105

Assets in excess of TP 
basis held following 
transfer in April 2014 121

*  Updated from Summary Funding Statement (see Page 10). Previously reported as (£473m).

 

IPS Pension News 06

Section 2
Annual Review 
continued



Section 2 Details of the transaction with 
Schneider Electric
Schneider Electric acquired Invensys 
for £3.4bn. This was made up of 
0.025955 new Schneider Electric 
shares and 372 pence in cash for  
each ordinary Invensys share. 

The Schneider Electric Board made 
the Offer because they believed that 
the Invensys acquisition would 
generate significant revenue 
synergies. This would amount to 
approximately €400m per annum by 
2018. They believed that integrating 
Invensys with Schneider Electric 
would result in: 

• enlarged offerings

• complementary customer bases 

• additional scale 

The estimated impact on EBITA was 
approximately €65m per annum by 
2018. On top of this, the Schneider 
Electric Board believed that Schneider 
Electric would be able to achieve cost 
savings of approximately €140m per 
annum by 2016. This came from: 

• structural and administrative 
cost savings

• efficiency gains at country  
and regional levels 

• synergies on procurement and 
production costs

The Schneider Electric Board also 
expected the transaction to generate 
one-off tax savings valued at 
approximately £400m.

Since the acquisition, Schneider 
Electric have announced an 
agreement to sell the Invensys 
Appliance division for £150m. 

The financial security of the 
Scheme has improved
The improved funding position of the 
Scheme, combined with the £1.75bn 
Schneider Electric Guarantee, mean 
that the financial security of the 
Scheme is materially better than 
it has been for a number of years. 
Achieving this enhanced security for 
the Scheme was the primary focus 
for the Trustee during 2013/14. 

The Scheme also undertook 
a number of other initiatives
Other initiatives the Scheme 
undertook included the decision to 
redeem the Scheme’s Dynamic Asset 
Allocation mandate with BNP Paribas 
and to appoint Barings. Further 
details are provided later in  
my review.

The Company continues to 
sponsor the Scheme 
The Company is the ultimate sponsor 
of the Scheme’s liabilities. It provides 
the financial security that supports 
the level of risk that the Scheme  
is able to sustain in its investment 
policy. As a result, the Company  
and its financial position are critical 
to the Scheme.

After Schneider Electric acquired the 
Invensys group in January 2014, 
Invensys plc was re-registered as 
Invensys Ltd. However, the 
relationship between the Scheme 
and the Sponsor (the Company) 
stayed the same. 

The Trustee will continue to review 
the strength of the covenant the 
Company provides. In light of the 
£1.75bn Schneider Electric Guarantee, 
the Trustee will now also assess the 
improved security afforded to the 
Scheme through the strength of the 
wider Schneider Electric group. 
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3. Our investment 
summary 
Our overall strategy
Now that the Scheme is in surplus, 
our overall strategy is:

• to reduce exposure to risk over time

• to increase security of members’ 
benefits

• to maintain or improve the funding 
position of the Scheme in a way 
that controls risk

The Scheme’s assets outperformed 
its target
In 2013/14, the Scheme’s assets 
outperformed its strategic target  
by 2.5 percentage points (ppts).  
The strategic target took into account 
the impact of changing Gilt yields. 
Gilt yields increased over the year, 
reducing the value of Technical 
Provisions. As a result, the Scheme’s 
strategic target was minus 3.4%.  
The fact that the assets outperformed 
expectations over the year helped  
to improve the funding position of 
the Scheme and the security of 
members’ benefits.

During the year, the Investment 
Committee and the Executive Office 
(EO) focused on the following 
investment initiatives:

• Reviewing the Investment Strategy 

• Investing the £400m contribution 
following the Invensys Rail  
division sale

• Ending the BNP Paribas Dynamic 
Asset Allocation mandate 

• Reducing investment risk 

You can find further details in  
the Investment Report.

Schneider Electric results  
for the first quarter
The first quarter results ending  
31 March 2014 were the first to 
consolidate Invensys. Schneider 
Electric reported revenues reaching 
€5.7bn for the quarter, up 7.7% 
in total and 2.5% organically. For 
the fiscal year 2013/14, Invensys 
reported to have order intake up  
9% and improved profitability. 
Integration was reported to be  
on track. 

Changes to the Trustee Board
Nathan Blackwell has joined the 
Trustee Board
I would like to welcome Nathan 
Blackwell to the Trustee Board. 
Nathan replaces Geoff Gayfer, who 
resigned following the sale of the Rail 
division to Siemens as he was no 
longer able to represent the UKPCC. 

We have revised the  
membership criteria 
Following Geoff Gayfer’s resignation 
and in recognition of the changing 
membership profile of the Scheme, 
the Company and Trustee Board 
revised the membership criteria for 
the Trustee Board. The requirement 
for a UKPCC-nominated Director was 
replaced by an additional Director 
nominated by members, ideally from 
either the active or deferred member 
population. Following this change,  
we went through a selection process 
and interviewed the lead candidates. 
As a result, Nathan Blackwell, who is 
a deferred member, joined the Board. 
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We will consider the implications 
of this year’s budget 
announcements
The 2014 budget announcements 
increase the flexibility and choices 
available predominantly for our DC 
members, but also have a number  
of impacts for our DB members.  
As always, we will endeavour to 
provide effective communication  
to our members on this and other 
relevant topics in our newsletter, 
Pensions News.

Thank you to the Board
Once again, the Board has had an 
eventful year. I would like to praise 
the Board members for their 
involvement, effort and enthusiasm. 
They have tackled an increasing 
number of technical issues and 
significant projects, in order to meet 
the responsibility of providing a safe 
and secure Scheme for all members 
now and in the future.

Kathleen O’Donovan
Chairman of the Trustee of the 
Invensys Pension Scheme
15 July 2014

4. The outlook 
The Scheme is well positioned for 
the future
The agreement between the Trustee 
and Schneider Electric has enhanced 
the Scheme’s financial security during 
2013/14. The improved funding level, 
along with the greater security 
provided by the Schneider Electric 
Guarantee, gives the Trustee 
confidence that the Scheme is well 
positioned to pay the pensions 
promised to its members. 

We will continue to assess the 
financial security of the Scheme 
Looking to the future, we will 
continue to assess the quality of the 
Covenant provided by the Company 
and the support provided by the 
Schneider Electric Guarantee. 
Schneider Electric have committed  
to provide the Trustee with all the 
information necessary to evaluate 
the Covenant provided to  
the Scheme. 

At present, the Scheme does not 
require any future contributions from 
the Company, other than in respect 
of active members. We review the 
situation at least every three years. 
When we do this, we look at the 
experience of the Scheme and we 
take into account the performance  
of the assets. The next triennial 
valuation is scheduled for 31 March 
2015. This will be carried out under  
a new code of practice. This takes 
account of the new statutory 
objective given to the Pension 
Regulator (tPR). This objective 
requires tPR to minimise any adverse 
impact on the sustainable growth  
of a scheme’s sponsoring employer.

Throughout the period we will be 
continuing to monitor our 
investments closely. We will be 
looking for ways to deliver our target 
of Gilts + 1.0% per annum over the 
long term whilst managing 
investment risk.
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£m

Fund value at 31 March 2013 4,488

Income

Contributions paid by Invensys plc and Scheme members 411

Income and capital gains/(losses) from investments (49)

Outgoings

Benefits payable to members (pensions and lump sums) (235)

Payments to leavers (4)

Fees and expenses (administration, advisers, investment managers) (20)

Fund value at 31 March 2014 4,591

Funding position 
The Scheme Actuary provides the 
Trustee with an update of the Scheme’s 
funding level each year. This is either 
a formal valuation, which is carried 
out at least every three years (the 
triennial valuation), or an annual 
estimate in the intervening years.

The last formal valuation was carried 
out at 31 October 2012, as a result  
of the sale of the Rail division.  
The amount required to cover the 
Scheme’s liabilities is known as the 
Technical Provisions. In the 2012 
valuation, the Technical Provisions 
amounted to £4,781m, giving a 

Scheme deficit of £478m and  
a funding level of 90%. 

The Trustee continues to monitor the 
funding position of the Scheme to 
ensure the funding arrangements 
remain appropriate. The Scheme 
Actuary has produced his actuarial 
report, which gives an estimated 
funding position as at 31 March 2014. 
This reports a surplus of £16m 
compared with a deficit of £445m  
at 31 March 2013. The movements 
through the year which led to this 
improvement in funding position  
are set out below. 

Estimated evolution of the Technical Provisions surplus/(deficit):

£m

Surplus/(deficit) as at 31 March 2013 – previously reported (473)

Revised estimate of changes in economic conditions and other factors 
included in Summary Funding Statement 28

Restated surplus/(deficit) as at 31 March 2013 (445)

Mitigation payments in respect of Westinghouse 405

Net return on investments (62)

Effect of changes in economic conditions and other factors 118 

Estimated surplus/(deficit) as at 31 March 2014 16

Invensys Pension Scheme 
Annual Review 2014
Trustee’s report:  
the accounts in brief
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Invensys Pension Scheme 
Annual Review 2014
Trustee’s report:  
investment summary

Value of pension fund 
(£m) 2014

£4,696m
2014

2013

2012

2011

2010

4,696 

4,488 

3,283 

3,979 

3,877 

Scheme funding level 
(%) 2014

Based on the actuarial assumptions used for funding the 
Scheme. The 2014 asset figure includes the proportion of 
the Reservoir Trust attributed to the Scheme.

102%
2014

2013

2012

2011

2010

102% 

90% 

89% 

94% 

93% 

Distribution of investments  
by type 
(%) 2014

41

18

17 

25 

17 

42 

 (1)

 UK Government fixed interest gilts 17

 UK Government index-linked gilts 42

 Corporate bonds 25

 Managed/unitised funds 17
 Equities 3
 Fund of hedge funds 0
 Loans 1
 Other absolute return funds 13

 Cash and other (1)
 Cash and others 5
 Repos (5)
 Derivatives (1)

Annual investment returns
(%)

 Actual investment return
 Investment Manager Target
 Strategic Target

2014

2013

2012

2011

2010

 (0.9)
 (2.1)
 (3.4)

10.3 
9.3 

8.6 
13.6 

16.0 
20.8 

7.9 
4.5 

6.0 
14.3 

5.5 
4.9 

The actual and investment target returns for 2013, 2012 
and 2011 have been recalculated to reflect in particular 
the Libor + 4% target of the equities mandate and the 
net current assets.

Distribution of investments by  
investment manager
(%)

1  BlackRock (Liability Matching Fund) 54
2  AXA 13
3 M&G (IG Bonds) 11
4 Baring (DAA) 4
5 GLG 4
6  Pioneer Investments 3
7 LGIM 3
8  AllianceBernstein 2
9 BlackRock (Cash Vehicle) 2
10  BlackRock (Fixed Income Global Alpha)  2
11 M&G (Loans) 1
12 Protected rights and AVCs 0
13 BlackRock (Hedge Funds) 0

1

2

4

3

5

7
6

8 9 13
12

1110
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The Trustee aims to 
secure members’ future 
benefits by reducing  
risk and delivering 
consistent and reliable 
investment performance.
The Invensys Pension Scheme  
is a mature scheme. It has only  
385 active members out of a total 
membership of 77,761. This means it 
is a substantial net payer of benefits; 
it pays more out in benefits than it 
receives in ongoing contributions. 
This therefore erodes its asset base 
naturally every year. We can measure 
the extent of its maturity in the net 
payments made each year: 
approximately £260m or c. 6%  
of its asset base in 2014.

Scheme Investment 
Strategy
The Scheme’s investment objectives 
are to achieve investment returns 
that, together with the contributions 
paid by the Company and by 
members, ensure that the assets of 
the Scheme are sufficient to meet 
the benefits to each member as they 
fall due over time. This includes the 
expenses of the Scheme, as they fall 
due over time.

The Trustee’s investment policy for 
the Scheme’s DB section is to achieve 
a long-term strategic return, known 
as the “Strategic Target”. Over the life 
of the Scheme, the Strategic Target is 
expected to be equivalent to the 
return implied by the Technical 
Provisions: that is, UK Government 
Gilt yields + 1.0% per annum. 

This target is primarily driven by:

• the Scheme’s profile:  
− the nature of the liabilities 
−  the structure of the 

membership base

• the Trustee’s overall risk tolerance

• the Trustee’s evaluation and 
perception of the covenant 
provided to the Scheme

From the Strategic Target, the Trustee 
derives a Strategic Asset Allocation 
(SAA). This is designed to deliver asset 
returns of Gilts + 1.0% per annum 
over the long term, and therefore  
to perform in line with the liabilities 
measured on a Technical  
Provisions basis.

At the investment level, the Trustee 
sets specific performance targets for 
each underlying investment manager. 
These specific targets naturally have 
shorter horizons than the Strategic 
Target. The aggregation of these 
targets determines the Scheme’s 
Investment Manager Target (IMT).

Invensys Pension Scheme 
Annual Review 2014
Investment report
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Year on year, the IMT might be 
above or below the Strategic Target. 
The Trustee is responsible for:

1.  Long-term monitoring of the 
performance of the assets against 
the Strategic Target (equivalent to 

Technical Provisions) – see 
following chart

2.  Ongoing monitoring of the 
performance of the assets against 
the IMT (see Investment Managers 
Performance section)
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The chart excludes contributions received, changes to the Technical Provisions’ assumptions and 
membership updates.

The Strategic Target corresponded to 
a return of minus 3.4% in the year to 
31 March 2014. This is negative as it 
reflects the impact of higher gilt 
yields on the value of the Technical 
Provisions. The IMT corresponded  
to a return of minus 2.1%. 

The Scheme’s investment strategy 
and objectives, together with full 
details of the investment process,  
are set out in the Statement of 
Investment Principles. This document 
is updated regularly. A copy is 
available to members of IPS. 

Strategic asset allocation
To a large extent, the Trustee has 
invested in assets that have a profile 
that closely matches the liabilities by 
using bonds or “bond-like” assets. 
This helps the assets to match the 
valuation movements in the liabilities, 
thereby reducing the volatility of the 
Scheme’s funding position. 

The Trustee is not able to fully match 
the liabilities of the Scheme with its 
assets. This is mainly because of the 

limit imposed by the Corporate 
Sponsor. This requires the assets of 
the Scheme to target a performance 
return equal to the discount rate used 
for the valuation of the liabilities on a 
Technical Provisions basis, currently 
Gilt yield + 1.0% per annum. 

The Scheme’s investments are 
classified in two categories:
1.  A Liability Matching Fund (“LMF”). 

This is used to mitigate the 
Scheme’s interest rate and inflation 
risks. The LMF is composed 
exclusively of assets perceived to 
have a relatively low risk: 

• UK Government bonds

• Network Rail bonds

• cash 

• cash equivalent instruments 

  BlackRock, the asset manager 
managing this portfolio, is also 
permitted to use derivative 
instruments, such as interest and 
inflation swaps, and gilt repurchase 
agreements. The LMF currently 
represents 53% of the assets. 
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Investment managers’ 
performance
The assets are managed by 
independent investment managers 
under the guidance of the Trustee 
and its Investment Adviser. The 
Scheme’s investment managers are 
continuously reviewed over 12- to 
36-month rolling periods. Medium to 
long periods of review are essential, 
as it enables managers to be judged 
over the business cycle.

The investment managers’ 
performance in any given year is 
expected to be a function of the 
capital markets environment  
and their capacity to navigate  
the markets to deliver  
relative outperformance.

The year to 31 March 2014 has 
generally been benign compared to 
the previous two years. Relatively 
sustained growth has returned to the 
US and with it lower unemployment. 

In Europe, aggregate economic 
growth has also returned, albeit at 
a low level. Reforms undertaken in 
southern European economies seem 
to have borne some fruit, improving 
their competitiveness and stabilising 
their economic activity. 

However, significant issues remain  
on the horizon. Many economies 
continue to be supported by highly 
accommodative monetary policies, 
which are likely to come to an end  
at some point. 

In the spring of 2013, the market 
reacted negatively to the US Federal 
Reserve’s announcement that it may 
start reducing its quantitative easing 
programme. The Federal Reserve 
eventually started reducing its 
quantitative easing programme  
later in 2013. 

2.  An Investment Portfolio (“IP”). 
This accesses the risk premium of 
a diversified portfolio of return-
seeking assets. It also benefits 
from the additional performance 
available from active management, 
where considered appropriate.  
The total Investment Portfolio 
currently represents 42% of  
the assets: 

  26% of these assets comprise 
mandates using primarily 
investment grade bonds: 

• AXA

• M&G 

• GLG

  The remaining 16% of these  
assets comprise:

• a Fund of Hedge Funds 

• a Fixed Income Global Alpha 
Fund (Hedge funds: BlackRock)

• a Dynamic Asset Allocation 
mandate (DAA: Barings) 

• two Broad Bond portfolios 
(AllianceBernstein, Pioneer) 

• a listed equity portfolio (LGIM) 

• a loans mandate (M&G)

Around 2% of the Scheme’s assets 
was left in cash either to satisfy the 
Scheme’s short-term payment 
obligations or pending investment  
at a future date. The 50% of the 
Reservoir Trust attributed to the 
Scheme at the end of the year 
represented a further 2% of  
the assets. 
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In the case of the Eurozone, a number 
of issues remain. These include 
governance challenges, limited 
improvement in debt sustainability 
measures, combined with the 
prospect of very low inflation. 

Against this background the Scheme’s 
assets performed well. Their return 
exceeded the Strategic Target by  
2.5 ppts and the Investment Manager 
Target by 1.2 ppts over the year  
(see page 11 for graphical analysis). 

The LMF had a total return of minus 
4.9% for the year as a result of the 
increase in gilt yields. This was largely 
a consequence of growth returning  
in the UK and other large economies 
and, with it, markets’ expectations 
that the Bank of England would start 
raising interest rates and potentially 
reduce its quantitative easing 
programme earlier than  
initially expected. 

The return was above the LMF’s 
target of minus 6.2%. This is largely 
the consequence of the LMF’s 
allocation to gilts. The gilts held in  
the LMF achieved a return higher than 
swaps over the year and from which 
the LMF target is derived. In addition, 
those gilts have in aggregate a lower 
sensitivity to yield changes than the 
swap-based target, which meant that 
as swap rates and gilt yields increased 
during the year, they lost less in value 
than the target.

The Investment Portfolio had a strong 
performance in aggregate, with a 
total return of 4.0% for the year 
against a target of 2.8%. The 
investment grade bonds and loans 
mandates were helped by the 
tightening of credit spreads and the 
equities mandate was helped by 
higher equity prices. All the other 
mandates also had a positive return 
over the year. The FIGA and DAA 
mandates had below-target 
performance for the year. These tend 
to be the most dynamically managed 
mandates within the Investment 
Portfolio, illustrating the challenges  
of generating strong returns in the 
current market environment. 
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Investment managers’ historical performance
Investment return % pa

Holdings at 
31 March 2014

12 months to 
31 March 20141

3 years to  
31 March 20141

Investment Manager Style £m
% of 
total

Actual 
%

Target 
%

Actual 
%

Target 
%

Liability Matching Fund (LMF)

BlackRock2 2,479 52.8 (4.9) (6.2) 9.6 10.3

Investment Portfolio

AXA IG bonds 577 12.3 2.6 (0.1) 8.7 6.2

GLG IG bonds 163 3.5 11.0 4.4 7.9 3.2

M&G IG bonds 495 10.5 4.5 2.5 4.1 1.9

LGIM3 Equity 131 2.8 15.2 4.5 9.5 4.7

BlackRock (FoHF) Hedge funds 11 0.2 4.2 5.1 3.0 5.3

Blackrock (FIGA) Hedge funds 84 1.8 5.9 9.1 14.2 8.3

AllianceBernstein Broad bonds 90 1.9 1.2 3.5 4.1 3.7

Pioneer Broad bonds 156 3.3 3.7 3.5 6.0 3.7

Barings DAA 203 4.3 2.2 2.7

M&G Loans 65 1.4 4.7 3.8

Investment 
Portfolio4 1,977 42.1 4.0 2.8 5.3 4.3

Cash 92 2.0 0.1

Managed assets4 4,548 96.9 (0.9) (2.1) 7.5 7.5

Protected rights/
DCs/AVCs 28 0.6

Net financial 
assets 4,576 97.5

Net current 
assets5 15 0.3

Reservoir Trust6 104 2.2

Net assets of the 
Scheme including 
Reservoir Trust 4,695 100.0

Due to rounding differences, the numbers above 
may not compute exactly.
1 Or since inception if performance monitoring 

period is shorter (Barings: August 2013, M&G: 
June 2013).

2 BlackRock’s performance includes the 
swaptions portfolio from its inception in July 
2011 to closure over Q4 2013.

3 The LGIM target shown above is the cash-based 
strategic target of Libor +4%, whereas the 
manager aims to track an equity index.

4 The target for the IP and the managed assets 
reflects the IMT. The actual performance of 
the IP includes the return of the BNPP DAA 
mandate of -5.1% from 31 March 2013 until 
it was terminated in Q3 2013.

5 Net current assets includes cash in the Trustee 
Bank Account.

6 The Reservoir Trust value reflects the 
proportion attributable to the Invensys  
Pension Scheme.  
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opportunities and to increase its 
ability to pay benefit payments 
while achieving its return 
objectives.

• Reducing investment risk.  
The Scheme took additional 
actions to reduce investment risk 
as markets evolved during the year 
and the Scheme funding level 
improved. This included reducing 
the interest rate exposure beyond 
the action taken after the Invensys 
Rail division sale. It also included 
reducing the Scheme’s allocation 
to equities after their strong 
performance in the second  
half of 2013.

Custody arrangements
Trust law and the Pensions Act 1995 
impose specific duties on the Trustee 
to safeguard the assets of the 
Scheme. Since 2001, the Trustee has 
appointed a global custodian. The 
global custodian holds the Scheme’s 
assets that make up the various 
portfolios managed by the 
investment managers. Its provider 
from 1 September 2006 has been 
Bank of New York Mellon SA/NV.  
In the case of the Fund of Hedge 
Funds, a separate branch of the 
custodian undertakes this work.  
This branch is based in the  
United States.

The custodians are responsible for  
the safekeeping and administration  
of assets. They ensure that assets  
are only released with  
appropriate authorisation.

The administrative functions of  
the custodians include:

• settlement of transactions

• collection of income arising from 
the investments

• recovery of any tax paid that is due

• reporting and accounting for the 
Scheme’s investments 

Key initiatives performed 
during the year
• Reviewing the Investment 

Strategy:  
the Scheme held a two-day event. 
The Executive Office led this event, 
while the Scheme advisers and 
external participants supported it. 
They reviewed:

 −  the Scheme’s current key sources 
of investment returns and risks

 −  the outlook for the Scheme 
funding level under various 
macroeconomic scenarios

 −  potential new areas of  
focus for investment and  
risk management

• Investing the £400m 
contribution following the 
Invensys Rail division sale. 
Shortly after the sale was 
completed on 1 May 2013,  
the Scheme received a cash 
contribution of £400m. In order to 
protect the enhanced funding level, 
the Scheme took the opportunity 
to reduce investment risks. 
It achieved this by:

 −  increasing the allocation to the 
LMF and reducing the Scheme’s 
exposure to interest rate risks 

 −  increasing the allocation to 
investment grade bonds 
mandates relative to potentially 
riskier return-seeking asset 
classes. This also allowed it  
to capture an attractive level  
of credit spreads 

• Ending the BNPP DAA mandate. 
Following a review, the Scheme 
decided to end its mandate with 
BNPP. The proceeds were allocated 
to a smaller DAA mandate with 
Barings and to the investment 
grade bonds mandates. This will 
allow the Scheme to remain 
dynamic in capturing return 
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The Scheme uses some pooled and 
collective investment arrangements 
where the custody services are 
arranged through the fund provider.

The Trustee, together with its 
Investment Adviser, reviews the 
effectiveness of the custodial 
arrangements on a continual basis. 
The custodians are required to 
publish a report on their internal 
controls, which has been audited by a 
third party auditor in accordance with 
agreed standards. 

Largest investments 
No individual equity investment 
constituted more than 5% of the 
Scheme’s assets. An analysis of 
investments is shown in the Notes  
to the Scheme’s Financial Statements 
on pages 32 to 35. The aggregate 
amount of sales and purchases of 
investments during the year are  
also shown in those Notes.

Additional voluntary 
contributions (AVCs)
The AVC scheme was closed to new 
accounts from April 2006. Existing 
contributors may continue to invest 
in their AVC accounts.

AVCs are invested separately from 
other Scheme assets to ensure there 
are individual funds for each member 
that are clearly identifiable. Members 
currently have the choice of investing 
in a number of funds provided  
by Prudential.

Members either invest with 
Prudential or, where they have joined 
the Scheme following amalgamation 
with other schemes, have been 
permitted to continue to invest  
with the AVC provider of their  
original scheme.
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For the year ended 31 March 2014
£m

Income 

Employer’s contributions 410.2

Members’ contributions and transfers in 0.3

Investment income 106.5

517.0

Expenditure

Pensions and benefits paid to members 235.6

Payments to and on account of leavers 3.9

Administration and investment expenses 20.1

259.6

Fund value at the beginning of the year 4,488.1

Decrease in value of investments (155.0)

Difference between income and expenditure 257.4

Fund value at the end of the year 4,590.5

Investments
£m

Fixed interest securities 1,800.7

Index linked securities 2,020.5

Pooled investment vehicles 796.0

Derivative contracts (61.6)

Repurchase agreement liabilities (248.6)

Cash instruments 233.1

AVC investments 7.9

DC investments 3.3

Other financial assets and liabilities 21.1

Cash deposits 3.5

4,575.9

Current assets 30.8

Current liabilities (16.2)

Fund Value 4,590.5

Invensys Pension Scheme 
Annual Review 2014
Financial account
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Appointed by 
Invensys Ltd
Kathleen O’Donovan (Chairman) 
Kathleen has been a member of the 
Board since 1991 and was appointed 
Chairman in February 2003. As Chief 
Financial Officer of BTR and Invensys 
between 1991 and 2002, she has 
been deeply involved in the Scheme 
for many years. Previously a partner 
with Ernst & Young, Kathleen has 
held a number of plc non-executive 
directorships, including ARM Holdings 
plc, Prudential plc, the Bank of 
England and O2 plc.

Geoffrey Campion 
Geoff is a Chartered Management 
Accountant. He retired from his 
position as the Chief Financial Officer 
of Invensys Rail in March 2011, having 
worked 22 years with the Company. 
Geoff previously served as a Trustee 
Director between 2003 and 2007 
and has also been a member of 
the Pensions Committee for the 
Westinghouse Section of the Railway 
Pension Scheme since 2006. Geoff 
was re-appointed to the Board in 
February 2013.

Eleanor Lowe 
Eleanor joined Invensys in 1999.  
She has held various positions at 
Invensys plc, including Business 
General Counsel for Invensys Rail and, 
more recently, Head of Legal Services. 
In 2013, Eleanor took up a role to 
support commercial compliance in the 
Major Projects team. Eleanor qualified 
as a solicitor in 1989 and has since 
been involved in a variety of 

international corporate and 
commercial projects with experience 
both in private practice and with 
National Power plc. Eleanor was 
appointed to the Board in March 2007.

Steve McDonnell 
Steve is Vice President Tax for 
Schneider Electric. He was appointed 
following the acquisition, after joining 
the Company as Head of Group Tax 
in January 2005. Before this, Steve 
took on similar roles with Tibbett & 
Britten Group plc, Thorn Lighting and 
Laporte plc. Steve is a Chartered 
Accountant and a member of the 
Chartered Institute of Taxation. 
He was appointed to the Board  
in March 2006.

Appointed by the 
UKPCC
Geoff Gayfer 
Geoff was involved with the 
development of safety-related 
software in the Research and 
Development division of Invensys Rail. 
He started his career as an electronic 
engineer in the telecommunications 
industry. He joined the Group in 
October 2002 and has been a 
member of the United Kingdom 
Pensions Consultative Committee 
(“UKPCC”) since 2006. When a 
vacancy for a post on the Trustee 
Board arose, he was proposed by the 
UKPCC as a Member-Nominated 
Trustee to the Scheme in March 2008. 
He holds the PMI Award in Pension 
Trusteeship. Geoff resigned from the 
Board in May 2013, following the sale 
of the Rail Division.

Invensys Pension Scheme 
Annual Review 2014
The Board
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Pensioner Directors
Ian Fyfe (Deputy Chairman) 
Ian is a Chartered Accountant and a 
Chartered Management Accountant. 
He spent 21 years in various financial 
and management roles in the 
Angus and Dunlop Groups. He then 
switched to pensions and managed 
the Dunlop Group Pension Scheme 
from 1982 until its merger with 
other  BTR schemes in 1988. He 
then became General Manager of  
the BTRGroup Pension Scheme until 
his retirement in 1996. Since then  
he has served as a Director of the 
Trustee Company. 

Nigel Casson-Moss 
Nigel spent 30 years as a Finance 
Director in the UK manufacturing 
industry. He became a Trustee 
Director of the T&N Retirement 
Benefits Plan in 1999. He 
subsequently became Pension and 
Benefits Manager for the T&N Group 
in 2001. He joined Invensys Pensions 
in January 2004 as General Manager, 
working for the Trustee Board, with 
executive responsibility for the 
Scheme, including the Administration 
Office in Newcastle. Nigel retired in 
September 2008, and was elected as 
a Pensioner Director of the Invensys 
Pension Scheme in February 2010.

Tony Ferris 
Tony is a Chartered Accountant who 
retired in 1999. He was Finance 
Director of Westinghouse Brake & 
Signal Holdings. He also served as 
Finance Director of Hawker Siddeley’s 
Rail Division until 1991, and then as 

Group Controller of the BTR Rail 
Group. He was a Trustee of the 
Westinghouse pension schemes 
until they were merged with the 
BTRGroup Pension Scheme in  
1993 and was also Chairman of  
the South West Region’s Pensions 
Consultative Committee.

Peter Vos 
Peter retired from Parker SSD 
Drives in 2012, a former subsidiary 
of Eurotherm, where he worked 
for 31 years. He is a Chartered 
Accountant and held a variety of 
senior financial roles there, until 
moving into general management to 
head up SSD Drives Europe for several 
years. After Eurotherm was bought 
by Invensys, he also worked as CFO 
at Baan in the Netherlands. As a 
Member-Nominated Trustee since 
February 2013, he brings substantial 
pension experience, having been a 
trustee of many of the schemes of 
his former employers. 

General Membership 
Director
Nathan Blackwell 
Nathan spent 12 years at Invensys’ 
London HQ, where he was ultimately 
appointed as Director of Corporate 
Finance. After Invensys, Nathan 
joined Thales as UK M&A and 
Commercial Director. In both roles, 
Nathan worked on a number of 
pension initiatives and he brings that 
experience with him to the Board. 
Nathan was appointed to the Board 
in December 2013.

 
21Summer 2014

Section 2



An introduction to Schneider Electric

As you will now know, Invensys has 
been acquired by Schneider Electric 
(SE). I thought you might like to know 
a little more about Schneider Electric 
and its history, so I asked them to 
provide me with some details.

Schneider Electric’s origins can be 
traced back to 1836, with its roots  
in the iron and steel industry, heavy 
machinery, and shipbuilding. From 
there it moved into electricity and 
automation management. After  
170 years of history, SE now is a 
global specialist in energy 
management. By leveraging its 
leading efficiency technologies, it 
offers integrated products, system, 
service, software and solutions to 
make energy safe, reliable, efficient, 
productive and green. The company 
achieved €23.6bn revenues in 2013 
with over 150,000 employees 
worldwide (compared to c. 20,000 
employed by Invensys) and presence 
in over 100 countries. 

Schneider Electric has built  
strong leadership positions in its  
four businesses: 

• Buildings & Partner (40% of 2013 
revenues1) ranks No.1 worldwide in 
low-voltage power distribution and 
building automation technologies

• Infrastructure (22% of 2013 
revenues1) ranks No.1 worldwide 
in medium-voltage power 
distribution and grid automation 
technologies

• Industry (24% of 2013 revenues1) 
ranks No.2 in discrete industrial 
automation and No.4 in process 
automation technologies, following 
the acquisition of Invensys

• IT (14% of 2013 revenues1) ranks 
No.1 worldwide in critical power 
and cooling technologies

The group’s technologies can easily be 
integrated to provide comprehensive 
solutions, which represented 40%  
of 2013 revenues1. 

Invensys became  
a subsidiary  
of Schneider Electric  
on 17 January 2014
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Sustainable Development is an 
integrated part of Schneider Electric’s 
strategy and the company’s 
commitment in this field is clearly 
recognised. SE ranked No.10 
worldwide this year in Davos across 
sectors amongst the 100 most 
sustainable corporations. SE was  
also recognised by Ethisphere for  
the fourth consecutive year as one of 
the world’s most ethical companies. 

In 2013, Schneider Electric revenues 
amounted to €23.6bn giving rise to 
adjusted Earnings Before Interest, 
Taxes and Amortisation (EBITA)  
of €3.4bn and generating €2.2bn  
of free cash flow.

From a geographical perspective, 
Schneider Electric has built a global 
footprint with a balanced presence. 
2013 revenues1 were split as follows:

• 28% Western Europe

• 27% Asia Pacific

• 25% North America

• 20% Rest of the World

The Group’s strategic focus on 
geographical expansion led to a 
significant increase of revenues in 
emerging economies (representing 
43% of 2013 revenues1).

Schneider Electric operates in  
four diversified end-markets:

• Utilities and infrastructure 
providing safe, reliable power 
supply and controlling  
operating costs

• Industries and machine 
manufacturers 
enhancing productivity, flexibility, 
security and traceability

• Data centres and networks 
enhancing availability, reliability 
and efficiency

• Non-residential and residential 
buildings  
reducing operating costs while 
offering greater comfort and safety

Innovation is at the heart of the 
group with 4-5% of its annual 
revenues invested in Research & 
Development. Areas of focus for 
product innovation include: 
embedded connectivity, energy 
efficiency, and offers for new 
economies. Solution innovation  
is mainly focused on architecture, 
software and services. 

1:  Includes Last Twelve Months Invensys Revenue 
ending September 2013, without appliance 
controls business.
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This year’s Budget statement by the 
Chancellor contained a few surprises 
for pension schemes, heralding more 
choice and flexibility at retirement. 
For those already in receipt of their 
pension there was less impact, except 
for pensioners entitled to relatively 
small annual pensions being given the 
option to convert them to a one-off 
lump sum. 

In the following section we’ve set out 
the main Budget changes and the 
potential impact for members of the 
IPS. In order to apply some of the 
changes in the Budget the Trustee 
and Company need to agree to a 
change in the Scheme rules. Initial 
discussions between the two parties 
have taken place, but at present the 
rules have not been updated and 
therefore we are currently not in a 
position to pay out Small Lump Sums 
between £2,000 and £10,000. Once 
we have finalised our discussions with 
the Company we will let you know 
the outcome in a future newsletter.

Increase to the ‘Small 
Lump Sum’ Limit from 
£2,000 to £10,000
What does it mean?
If you have not yet retired, are 60 
or over and the value of your IPS 
pension is less than £10,000, the 
Budget changes allow you to take the 
whole benefit as cash, regardless of 
any pension savings you may have 
elsewhere. 25% of the total can be 

paid tax free and the remainder is 
taxable at your marginal rate. In order 
to calculate the value of your pension 
we multiply the annual amount by 
the HMRC factor, which is currently 
20. Your pension would therefore 
have to be less than £500 per year  
in order to fall under the limit.

You are eligible if:

• You are aged 60 or over; and

• Your pension can be converted to  
a lump sum of less than £10,000 
using the HMRC factor

What do I need to consider?
Before making a decision to accept  
a lump sum in exchange for your  
IPS annual pension, you must 
consider what you are giving up.  
The lump sum is calculated using a 
factor, which is based on average life 
expectancy and the expected cost  
to the Scheme of providing you with 
a pension. By agreeing to exchange 
your pension for a lump sum you are 
giving up any future rights to inflation 
protection and a dependant’s 
pension. The lump sum is yours 
to invest as you wish and we 
recommend you take independent 
financial advice before making any 
decision. Please note that the 
Scheme needs the Company’s 
agreement in order to take 
advantage of this budget change. 
Until then it is not able to pay out 
lump sums above £2,000.

Budget 2014 and changes to the 
state pension
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Increase to the  
‘Trivial Lump Sum’ 
Commutation  
limit from £18,000 
to £30,000
What does it mean?
If you have not yet retired and are  
60 or over you may be able to take all 
your benefits as cash. There is a test 
to see whether you are eligible to 
take all your benefits as a lump sum 
and there is a separate calculation to 
determine the value of the lump sum. 

The Test
If you have not yet retired and are  
60 or over and the total HMRC value 
of your pensions from all schemes 
(excluding your State pension) 
amount to less than £30,000 
(including an allowance for any tax 
free lump sums taken) you may take 
all your benefits as cash. 25% of the 
total can be paid tax free and the 
remainder is taxable at your marginal 
rate. In order to calculate the HMRC 
value of your pension, we multiply 
the annual pension amount by 20. 
For example, if your IPS pension is 
£600 per year and £600 x 20 = 
£12,000 then your pension is below 
the limit. However, any other 
pensions you have must not push the 
total value above £30,000. For other 
defined benefit schemes the HMRC 
value will also be calculated by 
multiplying the annual pension 
amount by 20. For any defined 
contribution pension schemes you 
have, the value will be the actual 
value of your pension pot.

The calculation
If you satisfy the Test for this type of 
lump sum, you can choose to convert 
your pension into a lump sum using 
the IPS scheme conversion factors, 

which depend on your age and may 
therefore be higher or lower than 20. 
For example, a pensioner aged 65 
with a fixed annual pension of £600  
a year who satisfied the conditions 
would be able to choose to replace 
their pension with a lump sum of 
£8,076 less tax, based on current 
Scheme factors.

Please note: in order to qualify for this 
type of lump sum you must be able 
to sign a declaration stating that the 
HMRC value of ALL of your pension 
savings are less than £30,000. This 
includes the pensions from other 
companies and any personal 
pensions, but not the state pension. 
You must also be aged 60 or over.

Commutation of Spouse’s and 
Dependant’s Pension
The limit of £18,000 (based on the 
Scheme factors) still applies to 
spouse’s and dependant’s pensions. 
Commutation can take place at any 
age, but the whole lump sum is taxed 
as income.

Changes to the 
State Pension
Plans to replace the current two-tier 
State pension with a single flat-rate 
pension have been brought forward 
to April 2016. Anyone reaching State 
Pension Age after this date will fall 
into the new regime. It has recently 
emerged that some pensioners may 
not receive the full flat-rate pension, 
predicted to be £155 per week, if they 
have previously ‘contracted out’ of 
the State Second Pension and/or 
SERPS. The Invensys Scheme was 
contracted out and if you are 
concerned about the level of State 
pension that will be payable, please 
contact the Government’s Pensions 
Service on 0845 3000 168 for an 
estimate. The IPS team don’t have 
access to your State entitlements  
so are unable to provide any help  
or advice. 
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Budget 2014 – Defined Contribution (DC) 
proposals

The Budget also announced 
proposals for members with DC 
benefits which are expected to 
operate from April 2015. Within 
IPS this covers members with 
AVC savings and benefits in the 
DC section. 

Benefits held in a DC 
arrangement may be 
taken as cash
What does it mean?
Previously, members with DC 
benefits were restricted to taking up 
to 25% of the total pension pot as 
cash, with the remainder being used 
to purchase an annuity. The proposed 
changes will allow the whole of the 
DC pot to be taken as cash; 25% of 
the value of your total pension will be 
tax free and the remainder will be 
taxed at your marginal rate. You are 
no longer required to purchase an 
annuity with the proceeds.

DC benefits within IPS are held under 
the same trust as the DB section, so 
you are permitted to take 25% of 
your total pension value (DB + DC)  
as tax free cash. This means that in 
general, most members are already 
permitted to take their entire DC 
fund (including AVCs) as cash, 
because it represents less than  
25% of their total IPS pension pot.

What do I need to consider?
Within the DC section of the IPS, 
almost 100% of members are 
invested in the default ‘Lifestyle’ 
option. The aim of the Lifestyle fund 
is to invest in higher risk funds in the 
earlier years, in order to target the 
best investment returns. As you near 
retirement age, your funds are 
transferred into lower risk gilts and 
bonds, which more closely match the 
type of investments you would 
typically hold if you purchase an 
annuity. However, if you do not 
intend to purchase an annuity at 
retirement and instead intend to take 
your DC fund as cash, the Lifestyle 
option may not be appropriate. We 
recommend you take independent 
financial advice when considering  
a change in investment options.

Further information on the funds 
available to DC members can be 
found in the DC Scheme booklet  
at www.invensyspensions.co.uk

This section covers 
members with AVC 
savings and benefits 
in the DC section
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Section 6
Service Standards

The Scheme Administration is 
provided by Punter Southall Limited 
from their Newcastle office. Here 
they receive around 1,500 pieces of 
correspondence a month relating to 
the Scheme, nearly all of which relate 
to the benefits payable to members, 
such as retirements and deaths. Each 
case is important and the aim is 
always to avoid undue delay, 
particularly when it comes to the 
payment of benefits.

The Trustee has agreed service 
standards with Punter Southall and 
these are regularly monitored and 
reviewed. Any problems identified  
are looked into for better solutions.

One example of this we have 
identified is when pensions come  
into payment. Some members have 
an expectation that all payments 
(pension and lump sum) will be made 
on their retirement date. In reality 
this is not always possible.

New pensioners are added to  
the 50,000 member payroll and 
payments are made in advance on 
the first of the month. To ensure the 
pension is in your bank account on 
pay day, we process the payroll 
several days beforehand, to allow  
for transmission through the  
banking network. 

Setting up a new pension requires 
several checks to be run and forms  
to be filled in by both the member 
and the administrator. Some of these 
can be done in advance (for example 
providing birth and marriage 
certificates) but some cannot be 
known until an exact retirement date 
has been determined and member 
choices agreed. If this finalisation is 
not completed before the payroll 
processing date the payments  
will be made a month later, which 
could be six or even eight weeks after 
actual retirement.

The administration team is 
investigating if there are ways this 
could be improved without affecting 
the otherwise smooth running of  
the Scheme.

Administration Team Service Standards
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The PAYE function was introduced in 
the 1940s and has remained largely 
unchanged since this time. At its 
introduction the tax system worked 
because employees generally only 
had one source of income, and 
tended to stay with the same 
employer for life. It has become 
necessary to change the way in 
which HMRC collects its information 
as tax payers, especially pensioners, 
now often have several sources  
of income.

From April 2013 all employers were 
required to report any payments 
made to employees (or pensioners) 
on a “real time” basis. This means 
that we advise HMRC each time we 
pay your pension, rather than just at 
the end of the tax year. Consequently, 
HMRC are now receiving much more 
information than in previous years, 
which has caused them some 
problems. We are working closely 
with HMRC to ensure their records 
are as accurate as possible, but there 
may still be some issues to resolve.

If you have noticed a significant 
difference in the amount you receive 
each month/year, or you receive 
notification from HMRC that you 
have underpaid or overpaid your tax, 
we recommend that you check your 
tax codes and/or tax calculation 
(P800) carefully as it may be 
incorrect. If you need help you can 
call any of the following numbers.

HM Revenue & Customs
0300 200 3300

www.hmrc.gov.uk

Please have your National Insurance 
number and PAYE reference 
(504/8560) ready

Tax Help for Older People
0845 601 3321 or 01308 488 066

www.taxvol.org.uk

This is a free tax service offering 
advice for those on income 
under £20,000

Major changes to PAYE – 
Real Time Information

Section 7
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Important Information (continued from 
back cover)

Pensioner (only) – Nomination Form
If your pension has been in payment for 
less than five years or you are under 65, 
please ensure that your nomination form 
is up to date. Blank nomination forms can 
be downloaded from http://www.
invensyspensions.co.uk/Useful_
information/forms.html or you can 
contact the IPS Administration team 
using the details above, and we will send 
you a form for completion in the post.

If you are receiving a spouse, child 
allowance or dependant pension, no 
further benefits would be due, therefore 
you are not required to complete a 
nomination form.

Active or Deferred – Nomination Form
Please ensure that your nomination form 
is up to date if you are an active or 
deferred member of the IPS. Blank 
nomination forms can be downloaded 
from http://www.invensyspensions.co.uk/
Useful_information/forms.html or you 
can contact the IPS Administration team 
using the details above, and we will send 
you a form for completion in the post.

New Look Pension Payment Calendars
Each year we send out a pay date 
calendar with the Winter Newsletter. 
Unfortunately this means that the 
calendar is always slightly late, and  
we receive a number of phone calls  
about this.

Last year we introduced a new calendar 
which now covers an 18 month period. 
The front of the calendar shows the  
New Year covering January to December.  
The reverse of the calendar shows the 
current year from July to December, along 
with all the usual contact information.

Child Pensions
At the start of each academic year we  
ask relevant people in receipt of children’s 
pensions to let us know whether they  
are continuing in full time education.  
To ensure that we can continue to pay 
these pensions, if you receive a request  
for information please respond promptly.

The National Fraud Initiative
FOR INFORMATION ONLY – YOU DO 
NOT NEED TO TAKE ANY ACTION

In accordance with the Data Protection 
Act 1988 we are required to inform you 
that, along with other organisations, IPS  
is taking part in the Audit Commission’s 
National Fraud Initiative 2014/15. This 
initiative checks the data that we hold 
against registered deaths to identify cases 
where pensions are still being paid despite 
the pensioner’s death. This data matching 
exercise meets the requirement of data 
protection law.

Unfortunately we have, and are still, 
identifying cases of fraud. In such cases it 
is the Trustee’s policy to pursue fraudsters; 
the Trustee has successfully prosecuted 
individuals through court when faced 
with evidence of fraud.

Data Protection
FOR INFORMATION ONLY – YOU DO 
NOT NEED TO TAKE ANY ACTION

In accordance with the Data Protection 
Act we are required to inform members 
that Punter Southall Limited is a joint 
Data Controller with the Trustee when 
providing actuarial services. Data is shared 
between appropriate nominated 
individuals using a secure website. Where 
data is sent using electronic hardware 
such as a CD-ROM, USB device etc, the 
device is encrypted and protected using  
a strong password and is sent using an 
approved courier. Any other method used 
will be agreed in writing by an individual 
authorised by the Trustee.

Section 8
Important Information
continued from  
back cover
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Scheme Administration office is 
located at:

Punter Southall Ltd
36 Gallowgate
Newcastle upon Tyne
NE1 4TD

Helpline: 0191 341 0600

Pensioner Helpline: 0845 300 0549 
(BT local rate)

Email: Invensyspensions@
puntersouthall.com

You can also visit our website at 
www.invensyspensions.co.uk

If you would like this newsletter as 
an audio CD, please contact Amy 
MacKnight on 0191 341 0647.

Deferred Members – 
Pension Updates
The IPS team will usually contact 
deferred members approximately  
eight weeks prior to your normal 
retirement date. If you would like to 
receive an annual benefit statement, 
please write to the team at the 
address above and you will be added 
to the list.

Please note: you may request one 
transfer value of your deferred benefit 
per year, up to 12 months prior  
to your normal retirement date. 
Transfers within 12 months of  
your normal retirement date are  
at Trustee discretion only. If you 
request a second transfer value  
in a 12 month period, a charge  
of £250 will be payable. 

Paying Pensions
Pensions can only be paid into a bank 
account held in the name of the 
pensioner, either a single or joint 
account. In order for a pension to be 
paid to a third party we require sight 
of a valid Power of Attorney or 
equivalent documentation.

Address Changes
We are now able to accept 
notification of your change of address 
by telephone. We’ll take you through 
some security questions before 
updating your address. If you would 
prefer to write to us, please do so  
at the address above.

Important Information


