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Introduction 

All pension schemes are required to provide members with information about how their 
benefits are funded.  We will normally provide an updated statement once a year, although 
the month of issue is likely to vary. 

How benefits are funded 

The Employers are responsible for paying contributions to the Scheme, so that the Scheme 
can pay pensions to members when they retire.  Since the Scheme is currently in surplus, 
the Trustees and the Employers have agreed that no further contributions are required at 
this time. 

The money to pay for members’ pensions is held in a common fund.  It is not held in separate 
funds for each individual. 

How the Scheme’s assets are invested 

The Scheme’s assets are invested in a number of funds covering a range of asset classes 
including equities, bonds and cash.  The Trustees’ investment policy is detailed in the 
Statement of Investment Principles. 

How the funding position is calculated  

The Scheme Actuary provides regular valuations of the benefits earned by members.  The 
Trustees discuss the results of each actuarial valuation with the Employers before they 
decide on the level of future contributions.  The Trustees set out how they intend to fund the 
Scheme and how they decide on the assumptions to use in the Statement of Funding 
Principles.   

The importance of the Employers’ support 

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

• The funding level can fluctuate, and when there is a funding shortfall, the Employers 
will usually need to put in more money; and 

• The funding target may turn out not to be enough, so the Employers will need to put 
in more money. 

The latest Scheme funding valuation 

A full valuation of the Scheme’s funding position was carried out as at 28 February 2019.  
The results are set out in the table below, with comparative figures from the approximate 
update as at 28 February 2018: 

Table 1 

 28 February 
2018 

£ million 

28 February 
2019 

£ million 

Assets 17.682 17.232 

Amount needed to provide benefits 12.209 14.917 

Surplus/(shortfall) 5.473 2.315 

Funding percentage 145% 116% 



 

 

 

Change in funding position 

The funding level reduced between 28 February 2018 and 28 February 2019, although the 
Scheme still has a material surplus.  This was primarily due to an agreement between the 
Trustees and Employers to fund the Scheme on a more cautious basis, i.e. place a higher 
value than before on the liabilities.  In addition, investment returns over the year have been 
lower than assumed. 

How the Trustees and the Employers are funding the Scheme 

As the Scheme was in surplus at the 2019 valuation date, no deficit reduction contributions 

from the Employers are required at the present time.  The Trustees and the Employers have 

also agreed that, due to the positive funding position, the expenses of administering the 

Scheme can be paid from the Scheme assets rather than being met by the Employers.   

The funding position will be reviewed regularly, with the next approximate update due with 
an effective date of 29 February 2020.  We will let you know the results of this update once 
they are available. 

What would happen if the Scheme started to wind up 

If the Scheme should wind up, the Employers would be required to pay enough into the 

Scheme to enable benefits to be completely secured by purchase of annuity contracts from 

an insurance company.  This is known as the solvency position. 

The cost of purchasing annuity contracts is higher than the amount needed to provide 

benefits from the Scheme.  This is because insurers have to reserve and invest much more 

cautiously in order to guarantee all future benefit payments.  The amount of surplus in the 

Scheme based on the solvency position (Table 2) is therefore lower than the surplus based 

on the Scheme’s funding position (Table 1). 

The estimated solvency position as at 28 February 2019 is set out below:  

Table 2 

 28 February 

2019 

£ million 

Assets 17.232 

Amount needed to purchase annuities  16.335 

Surplus/(shortfall) 0.897 

Funding percentage 105% 

 

If the Employers became insolvent and could not meet any shortfall in full, the Pension 

Protection Fund might be able to take over the Scheme and pay compensation to members, 

but this compensation is likely to be lower than the benefit you are entitled to under the 

Scheme. 

Further information and guidance is available on the Pension Protection Fund’s website at 

www.ppf.co.uk.  Or you can write to the Pension Protection Fund at PO Box 254, 

Wymondham, NR18 8DN. 
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Why the funding plan does not call for full solvency at all times 

The full solvency position assumes that 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 that the Employers will continue in 
business and support the Scheme. 

Required statements 

The Trustees are required to confirm that no payments of surplus have been made to the 
Employers out of the Scheme assets since the date of the last summary funding statement.  
The Trustees can also confirm that the Pensions Regulator has not had to use any of its 
powers to intervene in the Scheme’s funding plan. 

Further information 

If you have any other questions, or would like any more information, please contact us.  A 
list of more detailed documents that provide further information is given below.  If you want 
us to send you any of these documents please let us know. 

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

Additional documents available on request: 

• The full version of the Actuarial Valuation of the Watts of Lydney Limited Pension and 
Assurance Scheme as at 28 February 2019.  This gives details of the Actuary’s check 
of the Scheme’s situation. 

• The Statement of Investment Principles.  This explains how the Trustees invest the 
money paid into the Scheme. 

• The Statement of Funding Principles.  This explains how the Trustees intend to fund 
the Scheme. 

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

• The Annual Report.  This shows the Scheme’s income and expenditure in the year up 
to 28 February 2019. 

Issued on behalf of the Trustees of the Watts of Lydney Limited Pension and 
Assurance Scheme, c/o Mrs Greta Jones, Watts of Lydney Group Limited, Althorpe House, 
High Street, Lydney, Gloucestershire, GL15 5DD 
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