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Hello and welcome!
Welcome to the autumn issue of Timeline, the newsletter for members of the Xerox Final Salary
Pension Scheme.
Our very busy year has continued and, as promised, this is your
second 2018 issue of Timeline bringing you additional updates
and the latest news from the Scheme.
The Trustee has been focusing on its investment strategy for the
Scheme, which aims to reduce the volatility of the funding level
and protect the Scheme from the negative effects of changes in
interest rates and inflation. You can read more about this on
page 6.
As you will see on page 9, the Actuary has provided the Trustee
with the latest funding update, looking at the position as at
31 March 2018. There is good news as the estimated funding
level improved to 92%, from 85% as at 31 March 2017.
The Trustee is pleased that the objective of removing the
shortfall by 2024 not only remains on target but is currently
on course to reach full funding ahead of schedule.
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We would like to encourage members to make sure you have
completed an expression of wish form, which is up to date with
your current circumstances. It is a good idea to review your
expression of wish now and again as it may be some time since
you last completed the form. There’s more about this on page 5.
Finally, Pensions Director, Paul Hopkins is planning to retire after
more than 22 years with Xerox. Paul has served as Secretary to
the Trustee for most of that time and we thank him for his
diligent work and service to the Scheme. Paul is not leaving
immediately and will ensure a smooth handover to Muse
Advisory, who will be providing secretarial and executive services
from 1 January 2019. You can read more about Muse on page 4.
We welcome any feedback you have about this issue of Timeline
or if there are any topics you would like to see covered in a future
issue, please get in touch using the details on the back page.

At a Glance
What’s inside?

At 31 March 2018, the Scheme’s investments were worth

Scheme noticeboard
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£3,063 million

The Scheme has

13,268 members
In the year to 31 March 2018,
the Scheme’s investments returned

The estimated funding level on
a Technical Provisions basis at
31 March 2018 was

6.2%
92%
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Scheme Noticeboard
Introducing Muse Advisory

New email address for member enquiries

In advance of the retirement of Pensions Director, Paul Hopkins,
the Trustee has appointed Muse Advisory to provide executive
and secretarial services to the Scheme from 1 January 2019.
This follows an extensive review of service providers. Muse
Advisory will be working with the Trustee on the day-to-day
management of the Scheme, allowing the Trustee to focus on
long-term strategic issues in the knowledge that the Scheme
continues to run smoothly.

Following the name change and rebranding of the Scheme’s
administrator to Buck, please note that there is a new email
address for members.

Lindsay Hawkins and Emma Beard will provide the secretarial and
executive support service to the Trustee.

All other contact details remain the same and can be found on
the back page of this issue of Timeline.

Lindsay Hawkins
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Emma Beard

• For general enquiries, please email:
xeroxpensions@buck.com
• For queries regarding your pension payments or tax, please
email: readingpensionpayroll@buck.com

Is your Expression of wish up to date?
Don’t leave your benefits to the wrong person! It has been
revealed that as many as 750,000 people in the UK may risk
leaving their pension to the wrong person because they have
failed to update their expression of wish form. While the Scheme
does not allow you to direct who any survivor’s pension is to be
paid to, you can make your wishes known in relation to lump
sum benefits.
It’s really important to make sure that you remember to complete
an up-to-date expression of wish form that reflects your current
circumstances, such as if you get married or divorced, enter or
leave a civil partnership, or have a child.
We keep details of your wishes on record so that in the event
of your death, we can easily and quickly identify anyone you
have nominated to receive any lump sum benefits that may
be payable.

The Scheme pays valuable benefits to your family or nominated
beneficiaries and the Trustee is responsible for deciding who
any lump sum benefits are paid to, but it takes your wishes into
account when exercising this discretion. The reason for this is
so that the lump sum does not count as part of your estate and
therefore would not be subject to Inheritance Tax.
You can update your expression of wish by completing a form
and returning it to the Scheme administrator. Forms can be
downloaded from the Xerox pensions website.

Please note that there are normally no lump sum death
benefits payable (and therefore no need to complete an
expression of wish form) if you:
- have been drawing your Scheme pension for more than
5 years, or
- are receiving a spouse/dependant’s pension
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Our investments
The Trustee is responsible for investing the Scheme’s
assets in order to pay pensions to members now and in
the future. Its investment strategy is set out in a document
called the Statement of Investment Principles (SIP). If you
would like to see a copy of the SIP, you can request one
using the contact details on the back page.

Changes to the investment strategy
Taking advice from its investment consultants, Redington Limited,
and in discussion with the Company, the Trustee decided to
make a number of important changes to the Scheme’s
investment strategy.
The changes are designed to reduce the volatility of the
Scheme’s funding level and include:
• a reduction in the proportion of the Scheme’s assets that are
invested in equities (down from 44% to 15%)
• an increase in the amount invested in “diversifying”
investments (up from 7% to 34%)
• a reduction in the sensitivity of the Scheme’s funding level
to changes in interest rates and expected future levels of
inflation. Currently, around 90% of the liabilities, on the
Scheme’s Technical Provisions basis, have been ‘hedged’ or
immunised against changes in interest rates and inflation.
It is intended that the level of ‘immunisation’ will keep step
with improvements in the Scheme’s funding level.
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What is a diversifying
investment?
A diversifying investment is an asset
or strategy that is not one of the
conventional investment types, such as
equities, bonds and cash. It covers many
different types of investment, including
private equity, hedge funds, distressed
debt, direct lending and property.
Diversifying investments typically have a
low correlation with equities, bonds and
cash and can help to reduce the volatility
of the value of the Scheme’s assets.

Asset allocation
The charts show how the Scheme’s investment strategy has changed during the
last five years.
Diversifying
investments -7%

Cash - 2%

Cash - 1%
Equities - 15%

Equities - 44%

Bonds 20%

Diversifying
investments -34%

2013

2018

Bonds 16%
LDI - 27%

LDI - 34%

ASSETS

MARCH 2013

MARCH 2018

Equities

£956m

£468m

Liability Driven Investment (LDI)

£590m

£1,033m

Bonds

£425m

£489m

Diversifying investments

£157m

£1,032m

£30m

£3m

£2,158m

£3,025m*

Cash
TOTAL

*In addition to the above investments, the Scheme held £38m in AVCs and net current
assets at 31 March 2018
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Investment performance

AVC fund performance

A key aim of the Scheme’s investment strategy is for the assets
to grow at a faster rate than the liabilities (an approach known
as Liability Driven Investment, or LDI for short).

If you have Additional Voluntary Contributions (AVCs), the
table shows the annualised performance of the AVC funds over
one and three years to 31 March 2018. Please note that past
performance is not an indicator of future investment returns.

Over the one and three-year periods to 31 March 2018, the
Scheme’s investment return was 6.2% and 8.7% per annum
respectively. Over the same periods, the growth of the Scheme’s
liabilities was 1.1% and 6.5% per annum respectively and this is
one of the reasons why the funding level has improved.
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1 YEAR TO
31 MARCH 2018

3 YEARS TO
31 MARCH 2018

Prudential With-Profits fund

2.5%

6.4% p.a.

Prudential Cash fund

0.3%

0.4% p.a.

Fidelity Global Equity fund

1.7%

7.7% p.a.

Fidelity Pension Annuity fund

2.2%

5.2% p.a.

Fidelity Corporate Bond fund

1.2%

3.3% p.a.

Fidelity Index-Linked
Government Bond fund

0.4%

7.5% p.a.

ASSETS

Funding update
This statement provides you with an update on the Scheme’s estimated funding position as at 31 March 2018.
How is the funding position of
the Scheme measured?
The funding position is determined by
comparing the value of the Scheme’s
assets (investments and cash) with an
estimate of the Scheme’s liabilities (all the
benefits payable now and in the future).
To calculate the current value of the
Scheme’s liabilities, the Actuary needs to
make certain assumptions about what will
happen in the future, such as expected
investment returns, what inflation
will be and how long people will live.
These assumptions are critical to the
valuation process and a great deal of
care is taken in deciding them.

The latest position
VALUATION
31 MARCH 2016

FUNDING UPDATE
31 MARCH 2017

FUNDING UPDATE
31 MARCH 2018

Assets

£2,458m

£2,920m

£3,063m

Liabilities

£3,039m

£3,454m

£3,341m

£581m

£534m

£278m

81%

85%

92%

Shortfall
Funding level

Over the year, the Scheme’s estimated funding level has improved from 85% as at
31 March 2017 to 92% to 31 March 2018. This is primarily due to the additional
contributions of £94 million paid by the Company and better-than-expected
investment returns.

This update shows the Actuary’s
comparison of the value of the Scheme’s
assets to its liabilities on the Technical
Provisions basis.
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WHAT IS THE TRUSTEE’S FUNDING PLAN?
As part of the 31 March 2016 actuarial valuation, the
Trustee agreed a plan with Xerox to eliminate the shortfall of
£581 million by the end of 2024 through a combination of
investment returns and additional contributions from Xerox.
This involved Xerox paying £55 million in 2016, £80 million in
2017 and committing to pay £52 million a year from 2018 to
2023 in deficit reduction contributions.
Provided the assumptions used to calculate the liabilities remain
the same, the Scheme is currently on course to reach full funding
ahead of target.

THE NEXT ACTUARIAL VALUATION
The next full actuarial valuation is due as at 31 March 2019.
Preparation for this valuation has already started and to date the
Trustee’s discussions with Xerox have been productive.

SOLVENCY POSITION
For each full actuarial valuation, the Actuary also compares the
value of the assets and the liabilities on the buy-out basis.
This is a regulatory requirement and assumes that all the liabilities
of the Scheme would be secured through an insurance company.
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Insurance companies tend to place a higher value on scheme
liabilities than the Technical Provisions basis used by the Trustee
for funding purposes. The latest available funding level on a buy
out basis is 62% as at 31 March 2016.

WHAT HAPPENS IF THE SCHEME IS WOUND UP
AND THERE IS NOT ENOUGH MONEY TO PAY ALL
THE BENEFITS?
The government has set up the Pension Protection Fund (PPF) to
pay benefits to members in the event that employers become
insolvent and are unable to meet their pension commitments.
However, if such circumstances were ever to occur, the pension
you would receive from the PPF might be less than the full benefit
you had earned in the Scheme, depending on your age and when
your benefits were earned.
Further information and guidance are available on the PPF
website at www.pensionprotectionfund.org.uk.
We are required to confirm that no refunds have been paid to
Xerox from the Scheme and that the Pensions Regulator has not
imposed any modification or directions on the Scheme.

Facts and figures
THE BIG PICTURE
Value of Scheme assets at 1 April 2017

£’000
2,919,506

MONEY IN
Members’ contributions

£’000
27

Money in less money out

(31,725)

Company normal contributions

Change in market value of assets

175,155

Company additional contributions

94,000

Investment income

21,917

Value of Scheme at 31 March 2018

3,062,936

TOTAL

The information on these pages is a summary taken
from the Trustee’s annual report for the year to 31 March
2018. If you would like to see a copy of the full report and
financial statements, you can request one from Buck using
the contact details on the back page.

MONEY OUT

655

116,599

£’000

Pensions paid to members

88,539

Payments to leavers

33,602

Lump sums on retirement or death

9,937

Administration costs

1,929

Investment management costs
Pension Protection Fund levy
TOTAL

13,921
396
148,324
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Membership
Employed deferred members - 5%
Pensioners - 63%

Deferred
members - 32%

2018

2017

637

732

Deferred members

4,276

4,500

Pensioners

8,355

8,317

13,268

13,549

Employed deferred members

TOTAL
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Pensions news
LIFETIME ALLOWANCE INCREASES

PENSIONS DASHBOARD

The Lifetime Allowance (LTA) is the maximum amount of
pension savings that you can have at retirement from all
pension schemes without incurring an additional tax charge.

The development of the pensions dashboard – an online
tool that allows savers to see all their pension savings and
entitlements in one place – was put into doubt after newspaper
reports in the summer suggested the government was
considering abandoning its support for the project.

Since April 2016, it has been fixed at £1 million. However,
from April this year, the LTA started to increase with inflation,
as measured by the Consumer Prices Index and it has risen to
£1.03 million.

Over 100,000 people signed an online petition against plans
to shelve the dashboard. In September, the pensions minister,
Guy Opperman, said that the DWP is conducting a feasibility review
into the dashboard and would report ‘shortly’ on their findings.
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GMP EQUALISATION
After almost 30 years of uncertainty, there may finally be
some light on how pension schemes should equalise benefits
for the impact of Guaranteed Minimum Pensions (GMP) for men
and women.
As you may have seen in the news recently, the High Court
handed down its judgment in the Lloyds Banking Group case
relating to the equalisation of GMP. The Court ruled that GMP
equalisation is required. While the judgment relates to the
Lloyds Banking Group pension schemes, it is expected to create
a precedent for other UK defined benefit schemes with GMPs,
like ours. It could affect you if you were an active member
between 17 May 1990 and 5 April 1997.
The details on how this is going to be done are not yet finalised,
but the Trustee is monitoring the situation and working with its
advisers as required.
You do not need to do anything as we will contact any members
affected by this in due course. However, due to the complexity
of the case, this may not be for some time and the size of any
adjustment may be quite small. Meanwhile, please do not worry
as equalisation cannot result in a reduction to your pension.
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TPAS DISPUTE RESOLUTION MOVED TO
PENSIONS OMBUDSMAN
The Pensions Advisory Service’s (TPAS) dispute resolution
function has moved to the Pensions Ombudsman. The move
includes the transfer of the TPAS dispute resolution team
and volunteer network of over 350 advisers. The transfer aims
to ensure a smoother customer journey and improved
complaint handling.
TPAS will continue to focus on providing pension information
and guidance and will become an integral part of the new single
financial guidance body that is being created by the merger or
TPAS, Pension Wise and the Money Advice Service.

RECORD NUMBERS IN WORKPLACE PENSIONS
Membership of workplace pension schemes has reached a
record high of 41.1 million in 2017 – an increase of 49% in just
five years. Last year, eligible workers participating in a workplace
pension reached 81%, up from a low of 42% six years ago.
The increase is being driven by the young, lower earners, and
women. Private sector pension participation amongst women
has doubled, reaching four out of five eligible female employees.

Running the Scheme
The Scheme is managed by a trustee company called Xerox Pensions Limited, which is separate from Xerox.
It has a Board of eight Trustee Directors: four are appointed by the Company plus an independent Trustee
and three are members selected by the Board (of which, at least two must be pensioners).
Your Trustee Directors
Peter Romaine (Chair)
Ashley Ford
David Kidd (Independent)
Stuart Kirk
Malcolm Mitchell
John Prynne
Lewis Stringfellow
Lisa Tucker

Secretary to the Trustee
Paul Hopkins
(Lindsay Hawkins, Muse Advisory
from 1 January 2019)

Our advisers
During the year, the Trustee has been supported by the following professional advisers.
Actuary
Administrators

Richard Akroyd, Willis Towers Watson Limited
Buck

Auditors

Crowe UK LLP

Bankers

Lloyds Bank plc

Executive and secretarial services

Muse Advisory

Investment consultants

Redington Limited

Secretarial services

Barnett Waddingham

Solicitors

Sacker & Partners LLP
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Contact Us
The Pensions Administration team at Buck is based in Bristol. Please get in touch by:
Telephone: 0330 123 9576
Email:

General queries – xeroxpensions@buck.com
pensioner payroll and tax queries – readingpensionpayroll@buck.com

Post:

Buck, PO Box 319, Mitcheldean, Gloucestershire GL14 9BF

Finding out more
There is more information about the Scheme and your pension
on the pensions website at www.xeroxpensions.co.uk.
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How you can help when
you contact us
Please give as much information as
possible to help the team deal with
your enquiry quickly and efficiently.
Our main method of identifying
your membership record is by your
National Insurance number so
please remember to include it in
your letter or email or have it to
hand if you call us.
If you can’t give us your National
Insurance number, please provide
as much detail as possible about
your employment and include your
full name, date of birth and any
previous names you may have had.

