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XXXX Pension & Assurance Scheme 

Dear Member 

XXX Pension & Assurance Scheme Summary Funding Statement 
This statement refers largely to the last actuarial valuation on 1 November 2005. As someone entitled to benefits from the scheme we’re writing to update you with the scheme’s funding position. We will send you a statement like this every year after each actuarial valuation. 

The last ongoing funding valuation 

The most recent funding valuation of the pension scheme showed that on 1 November 2005 the funding position was: 

Assets
£11,540,000

Amount needed to provide benefits
£21,350,000

Shortfall
£9,810,000

Funding level 
54%

As a result, as well as paying for pensions being earned, the company is paying additional contributions of £74,540 per month to eliminate the shortfall. There’s no change in the rate of active members’ contributions.

Change in funding position

The funding position has deteriorated since the previous valuation. The main reason for this is that the actuarial assumptions used in the valuation have changed to take into account that people are living longer. In addition, due to market conditions the expected future return from investments has fallen. The company has reacted to this increased deficit by increasing contributions into the scheme as noted above.  

Payment to the principal employer

There has not been any payment to the employer out of scheme funds in the previous twelve months.

How is my pension paid for?

The company pays contributions to the pension scheme so it can pay pensions to members when they retire. Active members also pay contributions to the scheme, and these are deducted from pensionable salary. The money to pay for members’ pensions is held in a common fund. It is not held in separate funds for each individual.

How do you work out the amount the scheme needs? 

The trustees obtain regular valuations of the benefits earned by members. Using this information, the trustees come to an agreement with the company on future contributions. 

The importance of the company’s support

The trustees’ objective is to have enough money in the scheme to pay pensions now and in the future. However, success of the plan relies on the company continuing to support the scheme because:

· The company will be paying the future expenses of running the scheme on an annual basis.

· The funding level can fluctuate, and when there is a funding shortfall, the company will usually need to put in more money.

· The target funding level may turn out to insufficient, so more money may be needed.

What would happen if the scheme starts to wind up?

If the scheme winds up, you might not get the full amount of pension you have built up, even if the scheme is fully funded under our plan. However, while the scheme continues, benefits will continue to be paid in full even though funding may temporarily be below target.

If the scheme were to start to wind up, the company is required to pay enough into the scheme to ensure members’ benefits can be completely secured with an insurance company. At the last valuation this would have meant a payment of nearly £18m. If this was not possible because of insolvency, the Pension Protection Fund might be able to take over the scheme and pay compensation to members.

Further information and guidance is available on the Pension Protection Fund’s website at www.pensionprotectionfund.org.uk.  Or you can write to the Pension Protection Fund at Knollys House, 17 Addiscombe Road, Croydon, Surrey, CR0 6SR.

Why doesn’t the funding plan require full solvency at all times?

The full solvency position assumes benefits will be secured by buying insurance policies. Insurers are obliged to take a very cautious view of the future and need to make a profit. The cost of securing pensions in this way also incorporates the future expenses involved in administration. By contrast, our funding plan assumes the company will continue in business and support the plan.

How does the scheme invest?

The trustees’ investment strategy is to invest in a Pooled Managed Fund, which is backed by a broad range of assets. The proportions will vary from time to time with investment conditions.

Additional documents available on request

The Statement of Investment Principles. This explains the trustees’ methods for investing the money paid into the scheme. 

The Schedule of Contributions. This shows how much money is being paid into the scheme.

The Annual Report and Accounts of the Pension Scheme, which shows the scheme's income and expenditure in the year up to 1 November 2005. 

The Actuarial Valuation following the actuary’s reassessment of the scheme's situation as at 1 November 2005.

The Pension Scheme Information Booklet (you should have been given a copy when you joined the scheme, but we can let you have another copy).

An Annual Benefit Statement. If you are not getting a pension from the scheme (and have not received a benefit statement in the previous 12 months) you can ask for a statement that provides an illustration of your likely pension.

If you want us to send you any of these documents please let us know.  

Where can I get more information? 

If you have any other questions, or would like any more information, please write to:

A N Other,

Scheme Administrator,

Company House,

Road Lane,

Anytown

Surrey

GU99 0AB

Please help us to keep in touch with you by telling us if you change address.  

Yours sincerely

Mr Boss
Chairman
XXX Pension & Assurance Scheme Trustees

