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Dear Members,

In the Summer 2014 Newsletter I made you 
aware that there were some initiatives that had 
started and were likely to reach a conclusion in 
the near future. I am sending you a newsletter 
earlier than usual, as we have now signed Deeds 
of Amendment with the Company, which confirm 
developments in the Scheme, and it is important 
for you to understand how these will impact you 
and other members.

The changes that have been agreed between 
Trustee and Company in the last three months 
are as follows:

Increased limits for paying out lump sums in 
respect of small pension entitlements. Introduced 
as a result of changes announced in the 2014 
Budget, this affects people with pension 
entitlements valued at £10,000 or less (which 
at age 65 is equivalent to an annual pension of 
c£500). Over the first half of 2015 we will be 
writing to all affected members under age 80 
offering them the option to receive a one-off cash 
lump sum instead of a regular pension income. 
If you are aged 80 or over on 1 February 2015 
and are eligible for this offer then you will have 
received a “Pension Offer Request Form” with this 
newsletter. If you want to receive an offer then 
you will need to return this form to the Scheme’s 
administrator. If you would like to understand 
more about this opportunity please read section 1 
on small pension entitlements.

Lump sum payments for dependants. Also 
introduced as a result of changes announced 
in the 2014 Budget, this enables the Trustee 
to pay out a one-off lump sum to a dependant, 
in lieu of pension, where the value of the 
pension entitlement is below the limit specified 
in legislation.

Added provisions to allow for same sex marriage 
and to enhance the entitlements for civil partner 
survivor benefits. Introduced in response to 
legislation changes, this ensures that anyone in 
a same sex marriage or civil partner relationship 
receives the same benefits as a spouse under 
the rules of the Scheme. Further details are 
provided in section 2 on same sex marriage 
and civil partners.

The Introduction of a new retirement option 
for non-pensioner members. In response to a 
proposal by the Company, anyone retiring after 
1 January 2015 will have the option to exchange 
future pension increases for a higher initial pension 
but which does not increase by as much in the 
future. The Company is also considering whether 
to make this offer to pensioner and dependant 
members at some point in the future. If you would 
like to understand more about this option please 
read section 3 on Pension Increase Exchanges.

Possible cessation of future accrual of 
benefits for active members 
In my last Newsletter I also reminded you that 
when Schneider Electric acquired Invensys they 
made it clear that they intended to review the 
continuation of pension accrual for the remaining 
active members (approximately 370 people). 
As part of that review the Company is currently 
consulting with active members over the 
potential closure of the Scheme to future accrual 
of benefits. Under the Company’s proposal they 
would cease future accrual into both the defined 
benefit and the defined contribution sections of 
the Scheme. Active members are being offered 
the opportunity to join Schneider Electric’s DC 
trust, a defined contribution scheme, as an 
alternative. If the Scheme closes to future accrual 
all active members of IPS will become deferred or 
pensioner members and will not be able to accrue 
future benefits in the Scheme. This change does 
not affect accrued benefits and therefore does 
not impact upon deferred or pensioner members. 

The next Newsletter I plan to issue will be in the 
Summer of 2015. To ensure that all pensioner 
members understand their pension increases we will 
be including an explanation of the increases with 
their annual payslip, which we will send out in April. 
This information is usually included in the Winter 
Newsletter, but as we are sending out the Newsletter 
earlier than usual is not currently available.

In the interim, if you have any questions on the 
contents of this newsletter please contact the 
Scheme’s administrator. Their contact details 
are given on the back cover.

KATHLEEN O’DONOVAN
Chairman of the Trustee of the Invensys 
Pension Scheme

News from  
the Chairman

Welcome to a special edition of the 
winter 2014/15 IPS Newsletter
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1 Small pension  
entitlements
What is a small pension entitlement?
If the value of your pension benefit is less than 
£10,000 and you are aged 60 or over (or aged 55 
and over from 6 April 2015) then legislation now 
allows pension schemes to pay you a one-off cash 
lump sum instead of your regular pension benefits.

In our Summer Newsletter we advised you that 
the Government had increased the limit for 
small pension entitlements to £10,000 from 
the previous limit of £2,000 in the March 2014 
budget. However, the Scheme’s rules needed 
amending to allow the Trustee to make payments 
up to this new £10,000 limit. The Trustee and 
Company have now signed a deed of amendment 
to give the Trustee the power to make payments 
on pensions with values up to the £10,000 limit. 
Therefore this option can now be made available 
to more members. Please note that you are under 
no obligation to accept the offer and you will 
need to consider what is appropriate for your 
circumstances. For the avoidance of doubt, if you 
have more than one pension entitlement under 
the Scheme, for example as a result of two 
separate periods of service, the £10,000 limit 
is the maximum value of your total pension 
entitlements under the Scheme.

How will this change affect me?
The Trustee and Company have agreed to carry 
out an exercise to provide eligible members of the 
Scheme (generally those members aged 55 years 
or older with benefits worth less than £10,000) 
with the opportunity to receive a one-off cash 
lump sum instead of their regular pension income. 
Please note that the value of any future pension 
payable to your dependants on your death would 
also be included in the cash lump sum and given 
up if you choose this option. 

The value of your benefit will depend on the 
amount of your pension, the attaching pension 
increases, your age and whether you are a 
member or a dependant. As a broad guide if you 
are a member aged 65 and have a pension of 
around £500 per annum or less you are eligible 
for this offer. This guide pension rises to around 
£1,000 per annum for a member aged 80 and 
would be slightly higher at each age for 
dependant members.

Please note that if you will be aged 80 or older 
on 1 February 2015, and want details of the offer, 
you will need to request the offer from the 
Scheme’s administrator using the enclosed 
“Pension Offer Request Form” – further details 
are provided below. 

The processing of the offers will take place as 
follows for eligible members:

• If you are an eligible pensioner or dependant 
below age 80 on 1 February 2015 then  
you will receive a letter during the period  
1 February 2015 to 31 May 2015 with details 
of the option to receive a one-off cash lump 
sum instead of your pension.

• If you are an eligible pensioner or dependant 
and you will be aged 80 or older on 1 February 
2015 then you will not automatically be 
issued with the offer of the one-off cash lump 
sum option. If you want to receive an offer 
you will need to return the “Pension Offer 
Request Form” enclosed with this newsletter 
and return it to the Scheme’s administrator by 
31 March 2015. You will then be issued with 
an option letter over the period 1 March 2015 
to 30 June 2015. We are not automatically 
writing to members aged 80 and over as 
we believe older members should make a 
conscious decision to receive an option letter. 
This is in line with the principles under an 
industry code of practice covering offers made 
to members in respect of their pensions and 
in our view represents best practice.

• If you are an eligible deferred member 
you will receive a letter during the period 
1 May 2015 to 31 July 2015 with details of 
the option to receive a one-off cash lump 
sum instead of your pension benefits.

Members will be given two months to accept 
the offer to receive a one-off cash lump sum 
and payments will be made one month after this 
deadline. Further details on the options available 
will be provided in the offer communication.

For members approaching retirement 
in the future
As well as the special programme outlined above, 
the lump sum cash offer will also be available to 
members when they are due to start taking their 
pension. At this time the Scheme’s administrators 
calculate your retirement pension. As part of their 
calculations, they check to see if the value of your 
benefit is worth less than £10,000. If it is, they will 
provide you with an option to take your benefit 
as a one-off cash lump sum instead of a pension. 
All members retiring at age 65 with pensions of 
around £500 per annum or less will be eligible for 
the option. 
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Same sex marriage 
and civil partners

New option for members 
at retirement – Pension 
Increase Exchange

From 29 March 2014, same sex couples in the 
UK have been able to marry. For the purposes 
of occupational and state pensions legislation, 
same sex spouses are treated in a similar way 
to civil partners. This means that, on the death 
of a Scheme member after 29 March 2014, a 
surviving same sex spouse will be entitled, as a 
minimum, to the same benefits as an opposite 
sex surviving spouse in respect of pensionable 
service since 5 December 2005. The Scheme 
has historically provided these benefits for civil 
partners. A same sex spouse is also entitled to 
part of the pension rights built up before this 
date (namely the pension in lieu of additional 
state pension rights since 6 April 1988).

Earlier this year the Company made a proposal 
to the Trustee to introduce a Pension Increase 
Exchange (“PIE”) option for members at the point 
when they retire. A PIE option allows members to 
exchange some of their future pension increases 
for a higher initial pension and this is explained 
further below. Following discussions on the terms 
of this option the Trustee and Company have 
updated the Scheme’s rules to make the option 
available for retirements on and after 1 January 
2015, with the flexibility to make the offer 
available more widely in the future.

How does the PIE option work?
By law some elements of pensions in payment 
from the Scheme have to increase each year at a 
minimum given level. In addition, under the rules 
of the Scheme most of the pensions provided 
increase at a rate significantly higher than these 
minimum levels. The new option allows members 
to exchange the value of these additional increases 
for a higher initial starting pension, which then 
only increases at the rate legally required.

In light of the introduction of same sex marriages, 
the Trustee and Company have agreed on changes 
to the Scheme’s rules. From 9 October 2013 
both same sex spouses and civil partners will 
now be entitled to receive survivor benefits 
based on a member’s full pension, which ensures 
they are being treated under the rules on terms 
equal to a financial dependant.

The following graph provides a simplified 
example of how the PIE option works in practice. 
Here the member is entitled to a pension of 
£1,000 per annum at retirement which will 
increase in line with inflation, this is represented 
by the blue line. Under the PIE option the 
member can choose to give up the future 
inflationary increases in return for a higher flat 
pension (a pension that does not increase in the 
future) of £1,350 per annum, this is represented 
by the green line. In the short term the member 
will benefit from a higher annual pension, 
however, after around ten years, if the member 
is still alive, his/her original pension is likely to 
be higher than the pension from the PIE option. 

 From 9 October 
2013 both same 
sex spouses and 
civil partners 
will now be 
entitled to 
receive survivor 
benefits based 
on a member’s 
full pension.

 A PIE option 
allows members 
to exchange 
some of their 
future pension 
increases 
for a higher 
initial pension.
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As noted above this is a simplified example. 
Some of your pension may be required to 
increase by law and therefore some of your 
pension under the PIE option may still be 
subject to pension increases, albeit at a lower 
level than your original pension. In addition, 
any dependant’s pension paid to a beneficiary 
on your death would be based on the terms 
of your PIE pension so these benefits would 
also be modified by taking the PIE option.

How do you calculate the initial increase 
in my pension if I take the option?
To determine the uplift in your immediate 
pension if you take the PIE option we work 
out the value of the increases you can give up, 
and 80% of this value is used to increase your 
immediate pension. 

Why do I only receive 80% of the value 
of the increases that I give up?
When options are provided to members it is 
common practice for them to be set at less 
than the full value of the standard entitlement. 
The main reasons for this are:

• To reflect that it is an option. As only some 
members may prefer to receive their pension 
benefits in this way the ability to choose this 
option is valuable to the member.

• It is also possible that members can select 
against the Scheme. For example, if members 
with short life expectancy were to take the 
option they would receive a higher pension 
than would otherwise be the case under their 
standard pension. Providing the option at less 
than full value provides protection against 
selection and therefore protects the funding 
of the Scheme for the remaining members.

The decision to set the terms of the PIE offer as 
giving members 80% of the value of the pension 
increases that they give up was part of the 
negotiations between the Trustee and Company 
on the PIE option and takes into account the 
above points.

How will the new option affect you?
With effect from 1 January 2015, when you 
approach retirement the Scheme’s administrator 
will provide retirement quotations that include 
an illustration of your pension figures under 
the PIE option and you will have the choice 
of whether to take this option. Along with the 
retirement quotation you will also receive a 
guide to help you decide whether the option 
is right for your circumstances. Please note, this 
option will only be available for members with 
pension benefits worth more than £10,000. 
Members with pension benefits worth less than 
£10,000 will have the option to receive a cash 
lump sum instead of their pension benefits, 
please refer to the section on small pension 
entitlements for further details. 

If you are due to retire after 1 January 2015 but 
have already received your retirement quotation 
you will not have been offered the PIE option. 
However, you are entitled to exercise this option 
and if you would like further details please 
contact the administration team (please refer 
to the Contact us section below) and they will 
provide you with an updated quotation which 
will include the PIE option. 

Please note if you retired before 1 January 
2015 you do not currently have the option 
to exchange your pension increases for a 
higher pension.



4 Contact us
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.

If you need to contact us 
about your benefits or have 
any questions about the 
contents of this newsletter 
please contact the Scheme’s 
administrator using the 
following details.


