
Employer 
Update 
July 2019

Scheme closure
The Scheme closed to new accrual on          
30 June 2019. This means members will not 
build up any further benefits in the Scheme 
and employers will not build up any further 
pension liability. The Scheme will continue to 
operate and pay all member benefits earned 
before 30 June 2019.

You must send the Scheme your final 
pension contributions and employee 
information up to 30 June 2019 as quickly 
as possible and no later than 31 July 2019.

We will send members pension statements 
to show their benefits in the Scheme and 
information to help them understand their 
options. We will continue to send annual 
pension statements to all members who 
have not yet retired.

We will continue to send VAT invoices to VAT 
registered employers once a year.

Employers will need to complete a simple 
Scheme return twice a year.  You have a legal 
duty to tell the Scheme about significant 
changes to your business such as a decision 
to sell the company or cease trading.

This is an important update about the Scheme and actions 
you need to take. Please read it carefully and call the 
Plumbing Pensions Helpline on 03457 656565 if you have 
any questions.

In this update you can read about:

• Scheme closure
• Employer lock-in rule
• Summary funding statement
• Investment strategy
• Section 75 employer debt
• Employer information events
• Sharing your contact details
• How to contact us
• Summary of words used
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Employer lock-in rule
The employer “lock-in” rule prevents 

employers from ceasing to be a Participating 

Employer of the Scheme without Trustee 

consent while the rule is in place. The rule 

was originally brought in to stop employers 

leaving the Scheme while discussions between 

the Trustee and the constituent bodies 

took place about the Scheme’s long-term 

funding, investment and covenant protection 

strategies. The rule has been extended twice 

and remains in place until 31 December 2019.

The Scheme is a ‘last-man standing’ pension 

scheme. This means Participating Employers 

are collectively responsible for funding the 

Scheme; there aren’t different sections for 

each employer. The Scheme has a wide variety 

of Participating Employers from small family 

businesses to large national employers. The 

size of pension liability varies greatly between 

employers. For example, a small employer 

may have a large pension liability relative to 

the size of its business and a large employer 

could have a small pension liability.

The Scheme is best protected by having as 

many employers as possible standing behind 

it. Running a pension scheme is not risk-free 

and if a funding gap arises, employers could be 

asked to pay more money into the Scheme to 

fill the gap.  The more employers the Scheme 

can go to, the smaller the financial burden on 

each employer.

Pensions law allows the Trustee to ask 

Statutory Employers to pay extra contributions 

if a funding gap arises.  Statutory Employers 

are employers that haven’t paid a section 75 

employer debt.  There is no requirement under 

the current rules for Participating Employers 

to pay extra contributions. Any changes to 

the Scheme Rules require the agreement of 

all three Constituent Organisations and the 

Trustee.

It is important to note that the Scheme has 

never needed to ask employers to pay extra 

contributions. Adopting low risk ‘slow and 

steady’ investment and funding strategies 

should mean there is only a small risk that 

employers need to pay extra contributions in 

the future. 

The Trustee would like the lock-in rule to 

remain in place until the Scheme is better 

funded because this helps to protect member 

benefits.  The rule also protects individual 

employers from the actions of other 

employers.

We want to know what employers think 

about extending the “lock-in” rule beyond 

31 December 2019.  Please write or email 

us with your feedback using the contact 

details at the end.
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Summary funding statement

The Scheme Actuary provides regular 

valuations and advises the Trustee on funding 

matters. The valuations provide a financial 

health check of the Scheme’s funding 

position. This helps the Trustee and the 

Scheme’s three Constituent Organisations – 

SNIPEF, APHC and Unite – reach agreement 

on the contributions payable to the Scheme.

Valuing the Scheme

The Scheme has a formal financial assessment 

(called an actuarial valuation) at least once 

every three years. The latest actuarial 

valuation was carried out as at 5 April 2017. As 

mentioned in last year’s funding update, it was 

not possible to finalise the 2017 valuation until 

the consultation process on the Scheme’s 

future benefits and contribution rates had 

been completed. This has now happened. 

The actuary has calculated that as at 5 April 

2017 the Scheme’s assets were enough to 

cover 102% of the Scheme’s liabilities. This 

was an improvement from 5 April 2016, 

which was the last time we communicated 

this information to you. The reason for the 

improvement was largely due to higher than 

expected investment returns, along with 

changes in the assumptions used within the 

calculations. You can see in the Investment 

strategy section on page 4 that the Scheme 

purchased a bulk annuity policy to match 

the pensions the Scheme pays out. This has 

been incorporated within the 2017 valuation 

results.

As the Scheme’s assets were sufficient to 

cover the liabilities at 5 April 2017 no shortfall 

contributions were required at this date. 

Therefore, there is no requirement for a 

Recovery Plan in respect of the 2017 valuation.

A funding update was carried out at 5 April 

2018 by the actuary to allow for changes in 

market conditions. Between April 2017 and 

April 2018, the funding position improved 

such that the assets covered 108% of the 

liabilities. The increase in the funding level 

from 102% to 108% was mainly due to higher 

than expected investment returns and the 

expectation of lower inflation in the future. 

This has been offset slightly by contributions 

paid being less than the cost of providing 

benefits that were built up over the year.

The actuary also reported on the financial 

position of the Scheme in the hypothetical 

situation that it had discontinued at 5 April 

2017 and had to secure benefits with an 

insurance company. This is the funding 

position on which Section 75 employer debts 

are based (see page 8). On this basis, the 

assets were estimated to cover around 74% 

of the liabilities at that date. This is lower 

than the ongoing funding level described 

above, as insurers are obliged to take a very 

cautious view of the future and need to make 

a profit. By contrast, the ongoing funding 

valuation assumes that the participating 

companies will continue in business and 

continue to contribute to the Scheme. This 

means the Scheme can continue to invest 

in a combination of return-seeking and risk-

reducing assets. 

You should bear in mind that a pension 

scheme is a long-term arrangement. The 

Trustee is required by law to provide you with 

this information, it does not imply that there is 

any intention to discontinue the Scheme. The 

shortfall mentioned above was a hypothetical 

situation at a specific date only.

The next funding update of the Scheme will 

be carried out as at 5 April 2019 and the next 

formal actuarial valuation will be carried out 

as at 5 April 2020. The Trustee is working with 

the actuary to make plans for this exercise. 

We will report the results to you in a future 

update.

Rates of contributions

As part of the 2017 valuation, the actuary 

calculated that the contributions needed to 

meet the cost of building up new benefits 
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should increase significantly.  A consultation 

with employers and employees took place on 

the Scheme’s future benefits and contribution 

rates.  During this time, the current rates 

of employer and employee contributions 

continued. Feedback from the consultation 

led to the decision that the Scheme should 

close to future accrual on 30 June 2019. 

Therefore, no contributions from employees 

or employers will be paid into the Scheme 

and no new Scheme benefits will be built-up 

from 1 July 2019.

Other information

As required by law, we confirm that no changes, 

directions, or Schedules of Contributions 

have been imposed on the Scheme by the 

Pensions Regulator, and that there have been 

no payments out of the Scheme’s funds to 

any of the participating companies since the 

date of the last statement.

Where can I get more information?

If you have any questions about the Scheme’s 

funding, or would like further information, 

please contact the Scheme using the contact 

details on page 7.

Investment strategy
Until recently, the Scheme had a two-part investment strategy:

1. A risk reducing portfolio of bonds to match the pensioner cashflows; and

2. A return seeking portfolio to generate a diversified investment return.

This investment strategy served the Scheme well and generated great investment returns, 

which helped to maintain the funding position and keep contribution rates low and affordable.

In 2017, the Trustee used the assets in the bond portfolio to buy a bulk annuity policy from Legal 

& General.  The annuity policy matches most of the pensions the Scheme pays out. This is very 

helpful because it completely removes investment and mortality risk for nearly all the Scheme’s 

pensioner members. Mortality risk is the chance that people live longer than expected – if this 

happened the Scheme would need more money to pay pensions for longer.

The Trustee looked at the risks being taken by the Scheme and decided to reduce investment 

risk. The Scheme is well-funded so the Trustee wanted to adopt a strategy that aims to protect 

and gradually improve the funding position.

During 2018 and early 2019, the Trustee took advantage of good market prices and sold most 

of the Scheme’s equities to “bank” the excellent past performance.  The proceeds from selling 

equities were used to buy fixed interest and index linked government bonds, while the long-

term investment strategy is agreed.

The Trustee plans to adopt a low risk ‘slow and steady’ investment strategy that targets a slightly 

higher investment return than the Scheme Actuary says is required. 

 Adopting a riskier investment strategy may achieve higher investment returns but carries more 

risk. If the Trustee did this and the value of the Scheme’s assets went down, a funding gap 

might arise which could mean employers needed to pay more money to the Scheme. The 

Trustee does not want to do this.

The Trustee intends to invest in the following asset classes:

4



• Liability driven investment – investing in government bonds and financial contracts, so 
the value of the Scheme’s assets and liabilities go up and down in similar amounts when 
interest rates or price inflation change.

• Credit – investing in high quality corporate bonds and financial contracts

• Return seeking assets - global equities (company stocks and shares), UK property and illiquid 
assets (assets that cannot be quickly sold) to provide diversification and extra investment 
return.

The pie charts below show the planned changes in investment strategy.

The Statement of Investment Principles (SIP) sets out how the Trustee plans to manage the 
Scheme’s assets. The Trustee has updated the SIP to reflect the proposed new investment 
strategy and a draft copy is enclosed for you to read.

We want to know what employers think about the proposed changes to the investment 
strategy as set out here and in the new draft SIP.  Please write or email us with your feedback 
using the contact details at the end.

Section 75 employer debt
From 1 July 2019, a section 75 employer debt 
will only be triggered if:

• An employer tells the Trustee it wishes to 
trigger its debt.

• A solvent employer passes a resolution to 
voluntarily wind up.

• An employer suffers an insolvency event.

• The Scheme winds up.

Now that the Scheme has closed to new 
benefit accrual, changing the legal structure 
of your business, for example through 
incorporation, does not trigger an employer 
debt.

There is currently no intention to wind the 
Scheme up. Winding up the Scheme would 
require the Trustee to use Scheme assets to 
buy annuities from an insurance company, 
which would be very expensive and there is 
not enough money to do this. The Trustee 
and the Constituent Organisations reserve 
the right to wind the Scheme up in the future 
if it would be appropriate to do so at that 
time.

We are preparing a guide for employers to 
explain how employer debt legislation might 
apply in different scenarios.

	

	

the Scheme’s pensioner members.  Mortality risk is the chance that people live longer than 
expected – if this happened the Scheme would need more money to pay pensions for 
longer. 

The Trustee looked at the risks being taken by the Scheme and decided to reduce 
investment risk.  The Scheme is well-funded so the Trustee wanted to adopt a strategy that 
aims to protect and gradually improve the funding position. 

During 2018 and early 2019, the Trustee took advantage of good market prices and sold 
most of the Scheme’s equities to “bank” the excellent past performance.  The proceeds from 
selling equities were used to buy fixed interest and index linked government bonds, while the 
long-term investment strategy is agreed. 

The Trustee plans to adopt a low risk ‘slow and steady’ investment strategy that targets a 
slightly higher investment return than the Scheme Actuary says is required.   

Adopting a riskier investment strategy may achieve higher investment returns but carries 
more risk.  If the Trustee did this and the value of the Scheme’s assets went down, a funding 
gap might arise which could mean employers needed to pay more money to the Scheme.  
The Trustee does not want to do this. 

The Trustee intends to invest in the following asset classes: 

• Liability driven investment – investing in government bonds and financial contracts, 
so the value of the Scheme’s assets and liabilities go up and down in similar amounts 
when interest rates or price inflation change. 

• Credit – investing in high quality corporate bonds and financial contracts 
• Return seeking assets - global equities (company stocks and shares), UK property 

and illiquid assets (assets that cannot be quickly sold) to provide diversification and 
extra investment return. 

The pie charts below show the planned changes in investment strategy. 

 

The Statement of Investment Principles (SIP) sets out how the Trustee plans to manage the 
Scheme’s assets.  The Trustee has updated the SIP to reflect the proposed new investment 
strategy and a copy is enclosed for you to read. 

[don’t print BUT remember to enclose draft SIP!!!] 

Old New 

Return seeking 

 Risk Reducing 
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Employer debt legislation is complex.  
Employers should take professional 
advice before triggering an employer debt 
because section 75 debts can be significant 

sums of money.

Where the Trustee considers that a debt 

would be disproportionate to calculate and 

pursue, employers have been sent a letter to 

inform them of this.

Debt estimates and notices have been sent 

to employers that have triggered a debt or 

have requested an estimate of their debt. 

Employers have at least 6 weeks to review and 

query the data used in their debt calculation 

or request an easement.  If you need more 

than 6 weeks, for example because you 

need time to take advice, please contact the 

Scheme to request an extension. No monies 

will become due for at least 12 weeks from 

the initial debt communication.

Employers that receive a debt notice may 

be able to use one of the following legal 

easements:

• A Flexible Apportionment Arrangement 

(FAA) transfers the employer’s pension 

liabilities to another employer. This may be 

appropriate if a debt was triggered when 

a business changed its legal structure.

• A debt repayment plan allows the 

employer debt to be repaid in instalments. 

This may be appropriate if it would be 

unaffordable for the business to pay the 

employer debt in a single lump sum.

It is no longer possible to agree a Deferred 

Debt Arrangement (DDA) because the Scheme 

has closed to new benefit accrual, Employers 

should not move assets for the sole purpose 

of avoiding a section 75 employer debt. The 

Pensions Regulator has “anti-avoidance” 

powers and may intervene to unwind such 

transactions.

Employer information events

We recently ran employer information events 

in Belfast, Edinburgh and Manchester to meet 

and listen to employers and to give an update 

on key pension scheme matters. We listened 

to what you told us and:

• We’re consulting with you about the 

employer lock-in rule.

• We’re consulting with you about the 

proposed new investment strategy.

• We’re hoping to set up a new  

employer portal on our website.

We hope to run employer information events 

once a year. However, you can contact us 

or meet us at any time if you have questions 

about the Scheme.

Sharing your contact details

We treat your membership of the Scheme as 

commercially sensitive information so we will 

never share your contact details without your 

consent unless we are required to do so to 

meet our legal obligations.

Some employers have asked the Trustee to 

release a list of all the participating employers. 

The Trustee Board considered and decided 

that it would not be appropriate to do this.  

Employers wishing to connect with other 

participating employers should contact their 

trade association.
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How to contact us
We have written to you because you 
are recorded as the Scheme’s contact 
for pension matters. If you are not the 
correct recipient in your company for 
pension and employee benefit matters, 
please forward it to the correct person 
and contact us so we can update our 
records.

You can ask to see documents that set 
out how the Scheme should be run:

• Trust deed & rules

• Statement of funding principles

• Schedule of contributions

• Actuarial reports

Our website has lots of information  
about how the Scheme works and the 
benefits it provides:

www.plumbingpensions.co.uk

You can contact us:

By email: employersupport@  
 plumbingpensions.co.uk

By phone: 0131 556 90 90 or            
 03457 65 65 65

By writing: Plumbing Pensions (UK) Ltd,  
 Bellevue House
 22 Hopetoun Street,   
 Edinburgh, EH7 4GH
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Summary
of words used

Actuary
A finance professional who helps the Trustee Directors ensure 
there is enough money to pay all the benefits promised.  The 
actuary prepares regular reports for the Trustee Directors about 
the pension scheme’s financial position. 

Bond portfolio
An investment that provides a fixed income or an income linked 
to inflation. Bonds are typically issued by governments and large 
companies that need to borrow money for a set time period.

Constituent Organisations
The 3 organisations that appoint Trustee Directors and agree 
changes to the pension scheme rules: SNIPEF, APHC and Unite 
the Union.

Lock-in rule
A rule that prevents employers from ceasing to be a participating 
employer of the Scheme without Trustee consent. 

Participating Employer
An employer participating in the Scheme in accordance with 
Scheme Rule 23.

Pensions Regulator
The government department responsible for supervising 
occupational pension schemes in the UK.

Section 75 employer debt
An exit charge payable by employers when they stop participating 
in a multi-employer pension scheme.  It is a legal requirement 
brought in by Section 75 of the Pensions Act 1995, as subsequently 
amended.

Scheme liabilities
The value in today’s prices of all the future benefit payments 
that have been promised at a particular point in time.

Statutory Employer
An employer responsible by law for funding and for paying a 
section 75 employer debt in a multi-employer pension scheme.

Trustee Directors
The group of people responsible for ensuring the pension scheme 
is run properly and that member benefits are secure.

Wind-up
Completely closing a pension scheme and discharging employers 
and the Trustee from their liability to pay benefits, usually achieved 
by buying annuities from an insurance company.
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