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Summary Funding Statement
Funding update as at 31 March 2018
This statement provides an update, as at 31 March 2018, on the Scheme’s funding position. It compares the value
of the Scheme’s investments (known as the assets) with an estimate of the amount of money the Trustee will need
in order to pay everyone’s benefits (known as the liabilities).

How is the funding position of the Scheme
measured?
While the current value of the Scheme’s assets is
relatively easy to determine, there are always
uncertainties inherent in estimating the current value of
the Scheme’s liabilities. 

To calculate the current value of the Scheme’s liabilities,
the Actuary uses assumptions about the future, such as
how long pensions might be paid, the size of future
pension increases and the rate of return that might be
received on investments. 

The last factor influences the discount rate used to
calculate the current value of members’ future benefits.

The starting point for determining the assumed rate of
return on investments is the yield on UK government
bonds, or “gilts” as they are known. Because gilt-yields
are at historically low levels it results in a much higher
value of the Scheme’s liabilities than would otherwise be
the case.

In this update, we have provided the Actuary’s
comparison of the value of the Scheme’s assets to its
liabilities on the Technical Provisions basis.

The Technical Provisions basis requires the Trustee to
adopt a prudent set of assumptions and this basis is used
to determine the Scheme’s funding level and, where
appropriate, the extent of any deficit or surplus. 

What is the funding position of the Scheme?
The last actuarial valuation of the Scheme showed that
on 31 March 2016 there was a deficit of £581 million on
the Technical Provisions basis, as follows:

An interim review of the financial position of the Scheme
on 31 March 2018 has now been completed and shows
an improved position, as follows:

Over the year to 31 March 2018 the improvement in the
Scheme’s funding level was due to the deficit
contributions received from Xerox and the investments
performing better than expected.

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. This involved Xerox
paying £80 million in December 2017 and committing to
pay £53 million a year for each year from 2018 to 2023
inclusive.

Next actuarial valuation
The next full actuarial valuation will be carried out as at
31March 2019. The results of the actuarial valuation and
any revised recovery plan will be communicated to
members.

Solvency position
For each full actuarial valuation, the Actuary also compares
the assets and the liabilities assessed on the Buy-out basis.

The Buy-out basis is a regulatory requirement and assumes
that all liabilities of the Scheme are to be secured through
an insurance company. Insurance companies tend to place
a higher value on scheme liabilities than the Technical
Provisions basis used by the Trustee for funding purposes.

As at 31 March 2016 the estimated funding level on the
Buy-out basis was 62%.
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Xerox Final Salary Pension Scheme

Funding position as at 31 March 2016 on a 
Technical Provisions basis

Assets £2,458 m

Estimated liabilities £3,039 m

Deficit £581 m

Funding level 81%

Funding position as at 31 March 2018 on a 
Technical Provisions basis

Assets £3,063 m

Estimated liabilities £3,341 m

Deficit £278 m

Funding level 92%



What happens if the Scheme is wound up and
there is not enough money to pay all 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 when your benefits were earned and the size
of your benefits.

Further information and guidance is available on the PPF
website at www.pensionprotectionfund.org.uk, or you can
write to the Pension Protection Fund at 
Renaissance, 12 Dingwall Road, Croydon, Surrey, CR0 2NA.

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.
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