ASSOCIATION OF ELECTRICITY SUPPLY PENSIONERS
59 Rushmoor Gardens
Calcot
Reading
RG31 7AJ
tel 0118 942 8540

e-mail admin@aesp.org.uk

The Annual General Meeting of the Association will be held at the offices of Prospect
8 Leake Street Waterloo London SE1 7NN at 2.00 p.m. on Tuesday 30 January 2018.

Annual Review 2017

Business
1 . To receive and consider the Annual Report and the Accounts for the year ending January 2017.
Election of Council
2 . Council proposes the re- appointment of Mr D Laws and Mr M Moriarty.

Any other nominations for Members to serve as Council Members should be sent to the
address above to arrive no later than 14 January. Nominations must be signed by the
person proposed certifying his or her willingness to be proposed. The nominee and the
proposer must be bona fide Members of the Association.

Any Member entitled to be present and vote at this AGM may appoint a Proxy to attend
and vote for the member. The name of any Proxy so appointed should be addressed to
me at the Association of Electricity Supply Pensioners at the address above so as to be
received no less than 48 hours before the holding of this AGM. Otherwise the person so
named shall not be entitled to vote at this AGM.

Association of Electricity Supply Pensioners Limited
is a company financed by subscription limited by guarantee
Registered Number 3148917

Thanks
The AGM will mark the departure of two directors of AESPS who have
decided that it is now an appropriate time to stand down. Both have been
leading lights with the Association since its inception.
Ben Flude, a pensioner from London Electricity was the quiet man of our
Board, for many years he was our secretary and made sure that the
Association ran smoothly.
Neville Wrench, worked for the Electricity Council and has variously acted
as Chairman and Treasurer. His knowledge of the pensions industry is
encyclopaedic and has been used to great effect in this newsletter and
with submissions to the government on legislative and regulatory reviews.
We are pleased that their expertise will not be entirely lost as both have
agreed to continue to advise when appropriate. Our thanks for all their
hard work and we wish them both well for the future.

AESP ACCOUNTS FOR THE YEAR ENDED 31 JANUARY 2017

A Letter from the Chairman

INCOME AND EXPENDITURE
2017

I hasn’t been a good year for pension funds, many including our ESPS still have large
deficits.

£
Subscriptions and other income

So there are a variety of ways in which employers are seeking to cut their costs, for
employees this has taken the form of reducing their expected final salary by imposing
a cap. More alarming and closer to home is the first example of our Protected Persons
status failing.
This has happened to the Magnox group ESPS where employees have accepted a new
scheme based on Career Average which is worse than Final salary. And part of the deal is
an assurance that there will be ongoing Protection by suitably amending the Protection
Regulations.
This we are utterly opposed to and have expressed our view to the Minister of Energy.
Should protection be given to the new scheme then we are not against an entirely new
set of Regulations to cover it. I should add that this will not affect Magnox pensioners.
In the wider pension field other disquieting things have occurred that do affect existing
pensioners to their detriment.
The two companies are Hoover and Tata steel, In Hoover’s case the pension fund has
been transferred to the Pension Protection Fund (PPF), where both employees and
pensioners will lose out. The PPF is designed to rescue company schemes where the
company goes bust, but Hoover is an ongoing profitable company! In the case of Tata
the scheme will go forward with cuts to both employees and pensioners benefits.
Further at British Telecom there is a pension dispute as to whether the pension scheme
can be amended such that CPI replaces RPI as the calculator for the annual pensions rise,
this is to go to the High Court for a decision.
This is the most obvious way that Companies will seek to cut pension scheme costs
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Gross Income

4,155

4,320

Administrative expenses
Publicity

268

261

Postage, Printing and Stationery

435

569

Council Members’ expenses

653

1,030

Affiliation fees and meetings

142

90

Facilities

408

659

Website

71

147

Officers’ expenses

-

19

Companies House

14

14

249

249

-

252

Accountancy and taxation
PO Box

Interest Received
Surplus for the Year

2,240

3,290

1,915

1,030

31

30

1,946

1,060

BALANCE SHEET AS AT 31 JANUARY 2017
CURRENT ASSETS

Cash and Bank

With that I wish you all a prosperous New year!

Legal Reserve fund

2

£

Debtors and prepayments

Energy Price Cap—Don’t get too excited, it isn’t for this Winter but the next 2018/19, and
will only cover consumers on Standard Variable tariffs. The cap is only temporary and will
expire in 2020.

Dave Laws—Chairman

2016

2017

2016

£

Creditors

£

£

£

71,000

69,054

0

0
71,000

67,741

All annual surpluses are added to the Legal Fund
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For the year ending 31 January 2014 the company was entitled to exemption from audit under
section 477 of the Companies Act 2006 relating to small companies.
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Magnox Electric Group
Mrs Rachel Hewlett
Pensions Office
Magnox Limited
Oldbury Technical Centre
Oldbury Naite
South Gloucestershire
BS35 1RQ
enquiries@rpmi.co.uk
Manweb Group
Mrs Kate Fraser Ford
Pensions Office
Scottish Power HQ
320 St Vincent Street
Glasgow
G2 5AD
kafraser@scottishpower.com
National Grid Electricity Group
Group Administrator - Trustee Services
National Grid plc
National Grid House
Warwick Technology Park
Gallows Hill
Warwick
CV34 6DA
uk.pensions@nationalgrid.com
Northern Powergrid Group
Mr Stephen Robson
Group Administrator & Secretary
Northern Powergrid
Lloyds Court
78 Grey Street
Newcastle-upon-Tyne
NE1 6AF
Stephen.Robson@Northernpowergrid.com
Powerhouse Retail Group
Capita Employee Benefits Ltd
Powerhouse Retail ESPS Group
Hartshead House
2 Cutlers Gate
Sheffield
S4 7TL
hanson@capita.co.uk
RWE npower Groups
Mrs Kate Hardingham
RWE Npower Group Administrator
Trustee Solutions Ltd
30 Crown Place
London
EC2A 4ES
GASecretariat@trusteesolutions.co.uk

Schneider Group
The Group Trustees Schneider Group
C/O Graham Melrose
Xafinity Consulting
11 – 13 Crosswall
London
EC3N 2JY
graham.melrose@xafinityconsulting.com
Southern Electric Group
Lynsey Dickson
Pensions Department
Scottish & Southern Energy plc
Inveralmond House
200 Dunkeld Road
Perth
PH1 3AQ
pensions-se@sse.com
UK Power Networks Group
Chris Baker
Secretary to the Group Trustee
UK Power Networks
Energy House
Carrier Business Park
Hazelwick Avenue
Crawley
West Sussex
RH10 1EX
pensionservices@ukpowernetworks.co.uk
Uniper Group
Mr Adrian Furnell
UK Pensions Manager
Uniper
Compton House
2300 The Crescent
Birmingham Business Park
Birmingham
B37 7YE
enquiries@rpmi.co.uk
United Utilities plc Group
Mrs Elaine Spriggs
Group Administrator
(ESPS United Utilities plc Group)
United Utilities plc
Clearwater 4
Lingley Mere Business Park
Great Sankey
Warrington
WA5 3LP
elaine.spriggs@uuplc.co.uk
Western Power Distribution Group
Mrs Victoria Hutchings Group Administrator
Western Power Distribution
Electricity House
Elliott Road
Plymouth
PL4 OSD
wpdpenssecretariat@westernpower.co.uk
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Pensions Increases
ESPS
The annual rise in the RPI published by the Office of National Statistics for
September was 3.9%. This is good news and means that the majority of ESPS
pensions will rise by this amount in April 2018

State pension
The government has confirmed that the state pension will rise by 3.0% in April 2018.
From April, pensioners on the new flat rate pension will see their weekly payments
increase to £164.23 from £159.55 currently, while the old state pension will rise to
£125.95. from £122.30.
The Treasury is also making some changes to pensions credit, which is an incomerelated benefit made up of two parts: guarantee credit and savings credit.
Guarantee credit tops up someone’s weekly income if it’s less than £159.35 for
single people or £243.25 for couples, while savings credit is an extra payment for
those who saved some money towards their retirement, for example a pension.
Older people have been disproportionately affected by the latest burst of inflation
because they spend a higher proportion of their income on essential items –
which is where prices are going up fastest – such as on food and energy
-3-

Contact Addresses for Group Administrators

The Future of the Association
One of the issues we discussed during the year was the ongoing role of the Association. So much
has changed since our foundation twenty-three years ago, in those days most schemes were in
surplus and the overwhelming majority of those working in the industry were members of the
ESPS. Today, most schemes remain in deficit and the majority in the industry have to rely on
very inferior Defined Contribution Schemes – active members of the ESPS now are a very small
portion of the workforce.
Most of our members are now beneficiaries not contributors to the scheme and we took time
to discuss our relevance. As the year has developed we are more convinced that our voice
remains important. It is increasingly trendy for the media to attack our “gold plated” pensions
ignoring that we contributed for years to accrue agreed benefits which were approved by our
employers under the then ultimate owners of the industry the government.
In Magnox we have seen the government seeking to renege on its obligations and other
companies would do so given the chance. Many believe the trade unions would step in but
following recent discussions we realise this will be limited. It was made abundantly clear that
they will only follow the views of their members in employment. Recent events show that
given the choice of short term job security people are prepared to sacrifice some of their
pensions. This coupled with the fact that in most workers no longer have a “company pension”
we can longer be sure pensioners interest will be fully protected or represented.
Government is putting pressure to move pensions from RPI to the historically lower CPI, and
to move from final salary to career average as a basis for pension calculations.
Given these conditions we believe that there has never been a greater need for the
pensioners to be heard. We will continue to do so in our own industry and to support the work
of the Occupational Pensioners Association and the National Pensioners Convention in their
wider work.
-4-4-

British Energy Generation Group
Pensions Management Team
EDF Energy
Interchange
81-85 Station Road
Croydon
Surrey
CR0 2AJ
BEGGPensions@mercer.com

Eggborough Power Group
Eggborough Power Pensions
Group Administrator
C/O Aon Hewitt Limited
3 The Embankment
Sovereign House
Leeds
LS1 4BJ
enquiries@rpmi.co.uk

Carillion Group
Mrs Paula Lamb
Group Administrator
15 Valley Drive
Brighton
East Sussex
BN1 5FA
plamb123@aol.com

Electricity North West Group
Pensions Secretariat
ESPS (Electricity North West Group)
304 Bridgewater Place
Birchwood Park
Warrington
Cheshire
WA3 6XG
pensions@enwl.co.uk

Central Networks Group
Mrs Victoria Hutchings Group
Administrator
C/O Western Power Distribution
Electricity House
Elliott Road
Plymouth
PL4 OSD
wpdpenssecretariat@westernpower.co.uk
Drax Power Group
Western Power Distribution Group
Mrs Victoria Hutchings Group Administrator
Western Power Distribution
Electricity House
Elliott Road
Plymouth
PL4 OSD
wpdpenssecretariat@westernpower.co.uk
EA Technology
Mrs Paula Lamb
Group Administrator
15 Valley Drive
Brighton
East Sussex
BN1 5FA
EATech@2020trustees.co.uk
EDF Energy Generation and Supply Group
Mrs Amanda Seal
Fund Secretary to the Group Trustees
EDF Energy plc
Interchange
81-85 Station Road
Croydon
Surrey
CR0 2AJ
EEGSPensions@mercer.com
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E.ON UK Group
Mr Steve Russell
Pensions Scheme Manager
E.ON UK plc
Westwood Way
Westwood Business Park
Coventry
CV4 8LG
enquiries@rpmi.co.uk
EPSL Group
Mrs Paula Lamb
Group Administrator
15 Valley Drive
Brighton
East Sussex
BN1 5FA
plamb123@aol.com
First Hydro Company Group
Mrs Carol Hughes-Morris
Group Administrator
ESPS First Hydro Company Group
Dinorwig Power Station
Llanberis
Gwynedd
LL55 4TY
carol.hughes-morris@engie.com
International Power Group
Mrs Carol Hughes-Morris
The Group Administrator
ESPS International Power Group
C/O First Hydro Company
Dinorwig Power Station
Llanberis
Gwynedd
LL55 4TY
carol.hughes-morris@engie.com

The Future of Our Schemes
Analysis of Scheme Assets by Group 2017
Group

2017

British Energy Generation
Carillion
Central Networks
Drax Power
EA Technology
EDF Energy Generation and Supply
Eggborough Power
Electricity North West
E.ON UK
EPSL
First Hydro Company
International Power
Magnox Electric
Manweb
National Grid Electricity
Northern Powergrid
Powerhouse Retail
RWE npower
RWE npower No 2
RWE npower No 3
Schneider
Southern Electric
UK Power Networks
Uniper
United Utilities plc
Western Power Distribution
Total Consolidated Fund 31 March 2017
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£ million
6,659
120
3,439
297
84
953
175
1,407
4,595
12
136
332
3,320
1,249
3,010
1,799
238
5
1,661
4,228
28
2,156
3,468
380
481
2,308

2016
£ million
5,330
95
2,893
230
73
751
146
1,231
3,826
10
118
266
2,847
1,101
2,559
1,601
199
5,148
23
1,830
3,117
284
409
1,794

42,540

35,881

Our pension scheme is serving and has served our “Protected” members very well
for many years. It is the backbone of a successful retirement and the main
income for many of us at this stage of later life.
Pensions in our industry have been endemic since before privatisation in 1990 and
many of our older and original staff would have first joined, sometimes
compulsorily, predecessor schemes either in Local Authorities or private companies
at a time when employers were either persuaded or felt the need to look after their
staff and reward them with an income after their working days were over.
By their very nature, all Schemes have to have an income and this comes from the
contributions which we all make, from similar contributions by employers and from
investments. Our schemes have always been “funded” schemes, as opposed to
those for civil servants, Government ministers and MP’s. The difference being that
“unfunded” schemes rely for their income on national taxation; they have no assets
or investments of their own. They have a limited responsibility for costing but do
sometimes incur public criticism in times of austerity and public hardship.
Our scheme, being funded, escapes some public cost criticism basically because the
income does not come from the public purse. However, this is not really true
because the electricity industry supplies the public and our consumers are charged
for their supplies and these charges include the employers’ contributions.
So why is it important for us to consider these historic facts? It is because the cost
of retirement has spiralled in recent years and employers’ contributions have
increased very considerably.
Our Scheme provides for pensions to be based on the final years of an employee’s
service and these, by their very nature, are likely to be the most costly when to they
evolve into pension payments. Originally, employees were obliged to pay 6% of
their wages by way of contribution and the employer paid 12%. The problem is
that, in recent times, the cost have exceeded Pension Group incomes and
employers, on average, have had to pay considerably more by way of making up
deficits in additional payments. Our schemes are financially reviewed every three
years and the results of these latest reviews are hopefully now appearing in member
communications. Members should look at these carefully.
-6-5-

Why therefore is it important for us and our elected trustees to consider this problem
now? Well, basically, it is because some of our 27 Scheme employers have discovered
that they may be able to increase our contributions and reduce our pensions by using
their
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and
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thehas
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The problem is that, in recent times, the cost have exceeded Pension
Group incomes and employers, on average, have had to pay considerably more
by way of making up deficits in additional payments. Our schemes are finan-6-- 7 -

Drax Power

Contributors

Pensioners

Dependants

Deferred

Total

7,789

6,751

1,923

2,061

15,524

7

205

15

287

514

1,971

9,569

2,656

3,146

17,342

251

272

23

50

596

241

21

88

350

EA Technology
EDF Generation & Supply

733

935

23

147

1,838

Eggborough

188

158

14

126

486

Electricity North West

790

4,416

1,423

702

7,331

3,108

12,088

4,118

6,601

25,825

-

12

4

32

48

First Hydro

119

141

11

39

310

International Power

121

214

4

248

587

3

22

-

23

48

61

29

1

40

131

6

4

1

2

13

1,458

5,565

1,353

1,306

9,682

835

3,254

809

879

5,777

National Grid— Electricity

1,235

4,695

1,565

1,680

9,175

Northern Powergrid

1,082

3,312

892

735

6,021

Powerhouse Retail

-

1,678

146

280

2,104

RWE npower

-

71

-

-

71

RWE npower No 2

974

6,776

4,607

51

12,408

RWE npower No3

1,639

9,567

1,301

6,676

19,183

4

42

4

43

93

Southern Electric

1,291

5,187

1,596

1,552

9,626

UK Power Networks

1,348

9,351

2,738

2,350

15,787

721

24

2

22

769

52

1,157

73

417

1,699

Western Power Dist.

1,845

5,667

2,000

1,169

10,681

As at 31 March 2017

24,541

91,403

27,323

30,752

174,019

As at 31 March 2016

27,051

91,373

27,637

31,901

177,962

E.ON UK
EPSL

Magnox—Atkins
Magnox—Cavendish
Magnox—National Labs
Magnox– Site Licence
Manweb

Schneider

UNIPER
United Utilities

-15-

This year’s business
It has again been a busy year. The main concern has been the real and veiled threats to
the Protected Persons Regulations. Firstly, the government discussed the removal of
these, we made submissions and the proposal has now been dropped. More recently we
have seen developments in the Magnox group.
As the number of active members in the groups diminish those who seek to remove these
become more emboldened and we will remain vigilant.
We have been addressed by Bryn Davies an expert in pensions issues to discuss issues
arising out of the Contracting Out Regulations and the Assistant General Secretary of
Prospect attended one of our meetings to discuss Prospects response to the Magnox issues.

What is happening in the Schemes ?
The next few pages contain some factual information on the schemes.
The first table shows the Assets of the funds listed by group. Last year there was a growth
from £35,881 to £42,540 million. This represents and overall growth of £6,659 million or
£18.6%. This is a very good return and shows that the schemes are performing well and
deficits reducing.
Table 2 is perhaps a more significant the key feature being the decline in the number of
contributors to the schemes. These fell from just over 27,051 to 24,541 a fall of 2,510 (9.3%)
however some schemes have shown declines approaching 20%. With the squeeze on the
electricity by the regulator and government pressures many companies are undertaking
further restructuring. ESPS members tend to be older and higher paid. With employers contributions for most schemes over 30% compared with 6-12% in the new DC schemes it is not
surprising that many ESPS members are being offered terms. The evidence we have seen is
that this trend will accelerate in 2018.
There is an obligation on the schemes to make payments for early leavers so there is no
detriment. Most ESPS schemes are very mature and we are now seeing payments
exceeding income. This is inevitable in any pension scheme and the consequence of this
change is that the funds will mature quicker than anticipated.

Protect yourself from scammers
According to the financial watchdogs
latest research barely two-fifths (42%)
of over 55s reckon they know how to
spot an investment scam.

The FCA, state the five most common
tactics fraudsters use are:-

The FCA said one of the most popular
methods used by fraudsters is to
pressurise potential victims into
making a quick decision on the investment “opportunity”.
The regulator found that more than
half (53%) of over-55s believed that
acting quickly can be essential to
obtaining a good deal, which it said
demonstrates just how vulnerable
people can be to this tactic.
Investment fraud victims do not get off
lightly, losing on average £32,000,
according to figures from Action Fraud.

Group Administrators - The most common request we receive is for details of Scheme
Administrators. Some schemes seem very difficult to track down. To help we publish details
of the current scheme administrators.
-14-
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Offering lucrative returns above
the market rate and downplaying the risks of the investment



Using flattery to make potential
victims feel good, such as
praising them for being a
knowledgeable investor.



Saying the deal is only available
to the target and to keep it
secret.



Claiming other clients have
invested or ‘want in’ on the
deal—a technique know as
social proof.



Putting them under pressure to
invest in a time-limited offer.

5 TIPS FOR NOT BEING SCAMMED
If you think you’ve been scammed – act immediately

1

If you've already signed something you're now unsure about, contact your
pension provider straight away. They may be able to stop a transfer that hasn't
taken place yet. Then call Action Fraud on 0300 123 2040 to report it.
If you have doubts about what to do, ask The Pensions Advisory Service (TPAS) for
help. Call them on 0300 123 1047 or visit the TPAS website for free pensions advice and information. They also provide a service for members who’ve been
scammed.

Cold called about your pension? Hang up!

2

Unsolicited phone calls, texts or emails about your pension are nearly
always scams. Scammers will often claim they’re from Pension Wise or other government-backed bodies. These organisations would never phone or text to offer a
pension review.

3

‘Deals’ to look out for

Beware of unregulated investments offering ‘guaranteed returns’. These
include exotic sounding investments like hotels, vineyards or other overseas ventures, and deals where your money is all in one place – and therefore more at risk.
Visit the FCA’s ScamSmart website to see if the deal you’re being offered is a known

4

Don’t let a friend talk you into an investment – check everything yourself

People have fallen for scams because they’d been recommended by a friend. Do
your homework, even if you consider yourself or your friend to be financially savvy.
False confidence can lead to getting stung and with a pension, it might be years
before you discover you’ve been scammed.

-8-

This organisation was originally given authority to remove nominees who they considered to
be “unsuitable” from the ballot without further ado; however, in more recent years,
“unsuitable” nominees have been given the right to an appeal and the trustee Board makes
the final decision. Members therefore lose the opportunity to elect such candidates, even
though they have offered their services, obeyed all the rules of our Constitution and been
nominated by the membership.
Those who survive this doubtful hurdle may then be obliged to undertake a specified Trustee
Knowledge and Understanding qualification courses within a fixed time schedule and then
incur individual annual reviews of their contribution to the Scheme and also as part of the
performance of the Board as a whole. Further training sessions are held during each year.
It is unclear who is the judge and jury resulting from these sessions but suspicions must fall
towards the employer and the possibility that, by persuading a Trustee Board to implement
such conditions, the employer’s control of the pension process is increasing.
Of course it is right that our nominees should initially receive advice on the duties for which
they have volunteered and that they should be able to withdraw if they wish. It is also right
that appropriate training should be given when requested or necessary, but it must be
remembered that trustee Boards are supported by professional advisers who they appoint in
the realms of finance, investment, funding , accounting etc. They do not need to be professionally qualified themselves
Our Constitution requires that each Scheme should appoint six elected and three appointed
trustees to each Board. Each elected trustee has one vote and each appointed trustee has
two votes. The Chairman, invariably appointed from among the nominated trustees, has a
casting vote.
Whilst arguments can be produced to support the need for advice to be available to our
elected trustees, have we now reached a stage where the democratic process of members
being able to select their nominees for these important posts and duties are being replaced
by employer supported candidates? Members choose to put forward willing candidates
who they trust and are willing to support; should the employers or external bodies be allowed to interfere with this democratic process? You may like to ponder this and to question the procedures the next time you need to vote.
The real importance of these matters is, maybe, best illustrated by what is currently happening in the Magnox Group of our Scheme – explained elsewhere in this Newssheet – where
the employers with trade union support have encouraged the workforce into agreeing to
reduced pensions and increased contributions, and are currently in negotiation with the
Energy Minister to alter the current law which safeguards our Protected members. Once
this floodgate is opened we are all vulnerable. AESP is on the case!

If you are none the wiser having read this, it is hardly surprising. In the past pensions stuck to simple products shares, bonds, property that could be easily understood. These do not attract the big city fees, so we are now being pushed into more
complex products which even the experts find hard to understand. As with the sub
prime market these products are sold on the basis that they are minimizing risks by
lumping groups of investments together or hedging against changes.
History has shown that these complex instruments can go wrong big time – we have
heard that some pensions schemes have done really well as a result of currency
hedging. This means that someone has lost huge sums as the market performed a
lot worse than they predicted.

5

Using an adviser? Make sure they’re registered with the FCA

Scammers sometimes pose as financial advisers. Check your adviser is registered on the FCA website and that they’re authorised to give advice on pensions.
If you deal with someone who is not regulated you may not be covered by the Financial Ombudsman Service or Financial Services Compensation Scheme if things
go wrong. And don’t be taken in by smart brochures or websites even if they claim
to give warnings about scammers. Professional-looking marketing materials are not
a guarantee of a company’s authenticity.

Does the offer you've been shown include any of the following features?
A free pension review
Guaranteed returns on your investment
Low tax/tax free rates, including tax free lump sums
Exotic sounding and/or overseas investments
Pressure to sign up quickly
None of the above
If you suspect a scam report it to Action Fraud – the UK’s national fraud and cyber

Are Our Elected Trustees Being Unduly Influenced
What Price Democracy?
In the current year, when many of our Schemes are seeking nominations for elected trustees and when (assuming that nominations exceed vacancies) you are hopefully being
asked to vote in elections for your own elected trustees, have you ever considered what
these members have to endure both to secure a place on the ballot paper and then to do
the jobs that we elect them to do?
If we take one example of an existing Group Scheme; all nominees are required to attend
an “assessment day” at which an introductory training session takes place and an
“independent” firm, paid for by the employer, is then appointed to appraise candidates.

crime reporting centre.
The FCA's warning list can help you check an investment and avoid scams.

Conning the Conned
Recently one of our directors received a telephone call from an “official sounding
organisation” enquiring if he had taken money from his pension pot. They indicated
that most had been miss-sold and they would be happy to take action to recover
losses. This of course is yet another scam and was reported to the authorities in
accordance with the recommendation of the Pensions Advisory Service.
Be aware and have nothing to do with unsolicited call regarding your pension.

- 12 -9-

Don’t Panic Captain Mainwaring

What Does the Jargon Mean?

A couple of days after any major financial event our national newspapers are filled with lurid reports of the detrimental
effects on pensions.

Each year most of us receive some form of report from our Pensions Scheme. Most
of these documents are full of jargon here we ty to explain what the jargon means.

In recent months we have seen this in relation to Brexit
devaluation, stock market movement, inflation and
longevity.

Global Equities – shares in companies listed on other stock markets, North America, Europe, Japan

Brexit devaluation – the value of the pound has dropped
significantly on international markets. This has in many cases
been positive. For many years fund managers have argued
that the UK FTSE index is too narrow being concentrated on
multi nationals in the banking and energy sectors. As a result, they have invested heavily in overseas in both shares and bonds. These are priced and pay dividends in dollars
and euros, our pensions are paid in pounds so the increased value of these investments
and returns is an unexpected windfall to our funds, not detrimental.
Inflation – after many years of stability we are now seeing inflation rising. As a result,
pensions will rise which is a greater cost to the fund. This partially offset with the
increase in interest rates which will improve returns. In recent years we have seen this
indicator under the assumptions made by the funds, which is good for us.
Longevity – we are living longer. This has been acknowledged for some years and
adjustments made to actuarial assumptions. Recently one fund has reduced its age
assumptions so it may be that we are reaching the end of this trend.
Pensions schemes are designed to produce a return long term returns to secure pensions into the future. Changes in risks are factored into these long term plans. For many
years the schemes have weathered changes and nothing seen recently has changed
this. Pension schemes are designed to minimize risk and storms on the financial
markets.
In a time of declining newspaper sales, it is
the older generation that continue to purchase. A cynic may conclude these articles
are more to do with pushing up newspaper
sales than they are accurately reporting the
10
state of occupational pensions.
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UK Equities – shares in companies listed in the U.K

Index- Linked Gilts, - are effectively an IOU from the Government. In return for
'lending' the Government money it agrees to pay you annual interest (referred to
as a 'coupon') until returning your money at a set future date. The benefit is that
both the interest payments and redemption value rise in line with inflation
Inflation swaps, - An inflation swap is a derivative used to transfer inflation risk
from one party to another through an exchange of cash flows. In an inflation swap,
one party pays a fixed rate on a notional principal amount, while the other party
pays a floating rate linked to an inflation index, such as the Consumer Price Index
(CPI). The party paying the floating rate pays the inflation adjusted rate multiplied
by the notional principal amount. For example, one party may pay a fixed rate of
3% on a two year inflation swap, and in return receive the actual inflation.
Interest rate swaps – similar to Inflation swaps these are used to hedge against
changes in interest rates whereby one party will make payments to the other
based on an initially agreed fixed rate of interest, to receive back payments based
on a floating interest rate index.
Gilt repos - repo is, in economic terms, a kind of secured deposit. When an institution undertakes a repo it sells securities to another party (usually a bank or other
financial institution) with an agreement to repurchase equivalent securities at a
specified price on a particular date.
Cash – This is one that is what it says on the tin. Funds need cash to pay pensions
and other expenses so some funds are kept in liquid assets
Corporate Bonds - A corporate bond is a debt security issued by a corporation and
sold to investors. The backing for the bond is usually the payment ability of the
company, which is typically money to be earned from future operations.
11
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