YOUR SUMMARY
FUNDING STATEMENT

— Your Questions Answered



1. What if 4 » University ¢

Whilst it is unlikely that this would happen, if the University
were to get into financial difficulties, its responsibilities would
be transferred to another institution. The new institution
might also take responsibility for the Scheme or offer another
pension arrangement in its place. If this does not happen
and money is not paid in to remove any shortfall, the
Scheme could be discontinued and the Trustees of the
Scheme could apply to the Pension Protection Fund (PPF)
for help in providing members' benefits.

The PPF is a new body created under the Pension Act
2004 to act as a safety net for those employees who have
benefits in a pension scheme, where the main or only *
employer can no longer afford to provide those benefits.

In the same way, if the University were to close and the
Scheme (along with the special account) did not have a
fund big enough to buy all the promised benefits, the
Trustees would apply to the PPF for help in providing
members’ benefits.

If a scheme enters the PPF, the assets of that scheme will
be applied by the PPF to provide the following benefits
for members.

Type of benefit Percentage of benefit provided by the PPF

Pension benefits already being paid to members over the
scheme’s normal retirement age
Pension benefits for:

s Members who were paying into the scheme when
it terminated

e Pensioners who took early retirement

* Members who had left the scheme but still had benefits
in the scheme when it terminated

Benefits for certain survivors and dependants

100%

90% of the pension benefit up to a current maximum of
£26,050.01 a year at age 65

Dependent on the benefit promised




The annual summary statement is a snapshot at a particular
date. Providing pensions is a long term business and at any
time there may be more or less money than is required to
provide benefits. This is because the long term assumptions
used by the Scheme Actuary for pay rises, inflation,
investment growth and the costs of buying a pension

will often be different to what is actually happening over

the short term.

The Trustees regularly monitor the situation and are
responsible for talking to the University about the level of
contributions to be paid to the Scheme in the future to try
and make sure that difference between the assumptions
and what has happened in practice is ironed out over the
long term.

3.

The cost of providing pension benefits has increased
significantly in recent years, as average life expectancy has
increased. At the same time the investment returns that
trustees of pension schemes can achieve have

dropped significantly.

The increases in life expectancy and the low investment
return trends have continued for longer than expected.

A shortfall has therefore arisen between the amount of
money the fund holds and the cost of providing the
promised benefits. The contributions paid to the Scheme
and the special account by the University and the members
have been increased to remedy this situation.

No it does not. However, if the Scheme is discontinued or
wound-up, the money held in the special account would be
paid into the Scheme. If there were then insufficient assets
to meet the cost of providing all members with benefits and
the University is unable to bridge the gap in the Scheme's
finances, the Trustees may make an application to the PPF
If the Scheme is able to enter the PPF, members will receive
benefits in line with the compensation provided by the PPE
This may mean not all members get their full pension.

No one can guarantee that the University will be able to
continue to support the Scheme in the future and it is
impossible to predict future investment returns and what the
cost of providing a pension will be.

5.

Any AVCs paid into arrangements entered into from 2004
onwards are held in separate investments to the ones used
for the Scheme’s main benefits. If the Scheme is
discontinued, your AVCs will be secure.

For AVC arrangements entered into before 2004, you are
entitled to additional service credits within the Scheme
and these benefits would be treated in the same way as
other Scheme benefits in the event of the Scheme

being discontinued.



6.

The Government’s intention behind introducing statements
for members is to provide everyone with more information
about how the financing of their pension scheme works.
The aim is to give members a better understanding of the
risks involved in pension schemes, so you can make
informed decisions about how you plan for your

financial future.

e

The Trustees have a plan in place to make the position
better. The extent to which this succeeds will depend on
factors such as future investment returns and the cost of
providing pensions.

8.

The extra contributions the University has agreed to pay to
make up the shortfall in the finances of the Scheme are
paid into a special account which is held jointly by the
Trustees and the University and is separate from the main
Scheme funds.

Ihis separate account was set up to take the University's
extra contributions instead of the payments being made
directly into the Scheme. In this way, if the assumptions
made about the future finances of the Scheme turn out to be
too pessimistic and the funding of the Scheme improves, the
extra payments would not have been made unnecessarily.

Setting up this special fund does not affect members’
security because the account is "dedicated” to the Scheme
and cannot be used for other purposes. In the event of the
Scheme being discontinued the money held in the special
account would be paid into the Scheme and utilised for the
provision of members' benefits. Any excess funds after all
Scheme benefits had been fully secured would be returned
to the University.
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