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Chairman’s update

Welcome to the latest 
Employer Update from 
Plumbing Pensions.

2020 has been a challenging year for 
everyone and I hope that you, your friends, 
colleagues and family are safe and well.

During the summer of 2019, the Trustee 
consulted with the Scheme’s Constituent 
Bodies and Participating Employers about 
the proposed new investment strategy. 
The aim was to bank improvements 
in the funding position, reduce overall 
investment risk and try to ensure that the 
Scheme’s assets and liabilities are more 
closely aligned (achieved by increasing 
the level of ‘hedging’).  The new strategy 
was implemented during the autumn  
of 2019.

People changes
The Scheme’s broad and challenging 
agenda means it is important to have 
a strong and capable team to oversee 
the complex decisions and projects in 
progress. Particular thanks go to Alan 
Pickering CBE, who stood down as 
Chairman in September 2020, and to 
Richard Frew, who resigned from the 
Board in May 2020. Alan remains on  
the Board as an Independent Director.  
We also welcome two new Directors to 
the Board – Garry Forster and Rudi Klein.
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I would like to thank the Board, our staff 
and our team of external advisers who 
have worked hard over the year to make 
sure members receive the benefits to 
which they are entitled. 

I hope you find this Employer Update 
helpful and relevant. If there is anything 
that you would like to see covered in a 
future issue, please let us know.

Jon Bridger 
Trustee Chairman 
Plumbing Pensions (UK) Ltd
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Employer webinar
We plan to run a webinar for employers and their representatives from  
1pm to 2pm on Friday 5 February 2021. You will be able to hear from the Scheme’s 
representatives and ask questions about the 2020 financial health check (actuarial 
valuation). You can register for the webinar here: www.plumbingpensions.co.uk/
employers/2020-valuation
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Financial health check
The Scheme has to perform a formal financial assessment, called an actuarial valuation,  
at least once every three years to check how the Scheme is doing.

The Trustee believes it is desirable for the Scheme to provide a 
substantial degree of security for members’ accrued benefits  
with limited reliance on employer support. The Trustee has 
therefore set a long-term objective to be fully funded on a  
‘low-dependency’ basis over a reasonable period.

Valuation result
At the latest valuation as at 5 April 2020, the actuary  
calculated that on a ‘low-dependency’ basis the Scheme’s  
assets were enough to cover 99% of the Scheme’s liabilities.  
This equates to a shortfall of £31 million.

At the previous formal valuation in April 2017, the Scheme’s 
assets were enough to cover 102% of the liabilities. 

The main reasons for the change in funding level compared  
to the previous formal valuation are the changes in the 
assumptions used by the actuary to reflect the Scheme’s new 
investment strategy, the different economic conditions and 

the new higher funding target which assumes less reliance on 
employer support. The fall in the funding level caused by these 
changes was partly offset by the Scheme’s investment returns 
being better than expected.

This is the first time the Scheme has had a funding shortfall  
at a formal valuation in its 45-year history, and the shortfall  
of £31 million is small in the context of a £2.2 billion  
pension scheme. Most UK pension schemes have a funding 
shortfall because the Pensions Regulator requires trustees to take 
a cautious approach to funding. In this context, the Scheme has 
performed well during an extremely difficult period (as explained 
on pages 6-7), with the Trustee managing the assets within the 
Regulator’s requirements by adopting a cautious funding target 
and a low-risk investment strategy.
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Recovery Plan
As the Scheme showed a small shortfall at 5 April 2020, the 
Trustee must agree a Recovery Plan to show how to make  
good the shortfall. The Trustee has two options (and could use  
a combination of both options):

1) It can ask employers to pay extra money, called  
‘Deficit Reduction Contributions’.

2) The Trustee can rely on future investment returns being 
slightly higher than assumed by the actuary.

The Trustee and the Constituent Organisations (APHC, SNIPEF 
and Unite the Union) have considered this difficult trade-off 
and what might happen to the Scheme’s future funding position, 
given the uncertainty about future experience. For example, 
the Government’s recent decision to change how Retail Price 
Inflation (RPI) is calculated has already had a negative effect  
on the Scheme’s funding and will be detrimental to the Scheme, 
although the full impact will not be seen until the next formal 
valuation in April 2023. The Trustee appreciates that Covid-19 
has put significant financial pressure on plumbing and heating 
businesses and that many of the Scheme’s employers would 

struggle to pay extra contributions to the Scheme at the  
present time.

Following consultation with the Constituent Organisations,  
the Trustee proposes to complete the 2020 actuarial valuation 
with a Recovery Plan that does not require employers to pay 
Deficit Reduction Contributions. Instead, the Trustee plans  
to allow for a small amount of investment out-performance 
(0.25% p.a.) above the prudent assumption used by the  
actuary to calculate the Scheme’s Technical Provisions.  
This is expected to remove  
the funding shortfall in  
around seven years (i.e.,  
by November 2027).



Share your views
The Trustee is seeking your views on the following two important 
questions. You can provide feedback via the form on the  
Scheme’s website (www.plumbingpensions.co.uk/
employers/2020-valuation) or by getting in touch directly 
(using the details on page 16).

Please may we have your feedback by 19 February 2021.

Question 1 – Do you agree that the funding shortfall should be 
met by relying on future investment returns instead of extra 
contributions from employers?

The Trustee would like to complete the 2020 valuation in early 
2021 rather than wait until the new governance structure is in 
place, later in 2021, to give employers certainty about their 
financial commitment to the Scheme in these uncertain times.

Question 2 – Do you agree the Trustee should complete the 
2020 funding valuation in early 2021 rather than wait until  
the new Scheme governance structure is in place?

Financial health check (continued)

Journey plan
The Trustee’s plan is to fund the Scheme on a low-dependency  
basis, managing and mitigating risk where appropriate and to 
reduce reliance on employers over time.

As the Scheme’s members age, over time the gap between the 
low-dependency funding target and the cost to buy annuities 
from an insurance company for all the Scheme’s members (the 
solvency position) is expected to reduce. The Scheme will still rely 
on employer support and may need to ask for extra employer 
contributions at future actuarial valuations until it is fully funded on 
the solvency basis. It is only at this point that the discharge that many 
employers want can be achieved. 

However, until that point is reached, the likelihood of needing to 
ask employers to pay extra contributions is reduced by adopting 
cautious funding and investment strategies.
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The Trustee will continue to monitor the Scheme’s funding 
position and will send employers annual funding updates.  
The next formal valuation is expected in April 2023.

The Trustee’s recent changes to the investment strategy 
significantly reduced investment risk and helped to minimise 
the impact of Covid-19 on the Scheme. April 2020 was a very 
difficult time to value the Scheme because of the uncertainty 
created by the virus. The Trustee will continue to review the 
investment strategy regularly to ensure it remains appropriate.
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Financial health check (continued)

Employer portal
Information about the 2020 actuarial 
valuation and the assumptions used 
by the actuary can be found in the 
employer portal. You can also view 
important Scheme documents such 
as the rules, annual reports and 
updates about investment, funding 
and covenant matters. If you haven’t 
already registered to use the portal, 
you can register at  
bit.ly/pp-employer-login

Other information
A pension scheme is a long-term arrangement. The actuary is required to look at the 
Scheme’s financial position in the hypothetical situation that it had discontinued at  
5 April 2020 and had to secure members’ benefits with an insurance company. This is 
called the ‘solvency’ position and is the funding position on which Section 75 Debts are 
based. It does not imply that there is any intention to discontinue the Scheme.

On this ‘solvency’ basis at 5 April 2020, the assets were estimated to cover around 
79% of the liabilities. This is lower than the ongoing funding level because insurers are 
obliged to take a very cautious view of the future and need to make a profit. By contrast, 
the ongoing basis assumes that the Participating Employers will continue to exist and 
support the Scheme, which can therefore adopt a less cautious investment strategy than 
an insurance company.

The actuary has also reported on the financial position of the Scheme if it wound up and 
applied for entry to the Pension Protection Fund (PPF). The Scheme needs to submit 
this information to the PPF to determine the levy it pays. The PPF requires the actuary to 
use certain assumptions and calculate members’ benefits in a prescribed way. At 5 April 
2020, the Scheme was 86% funded on this basis.
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Membership
The Scheme closed to normal 
contributions in June 2019,  
and all the active members  
became deferred members. 
Members who cease accrual but 
who do not retire immediately  
are called deferred members.  
The Scheme also provides benefits 
to many thousands of pensioners 
and their beneficiaries.

2020 2019 2,436

Active members

0

2020 2019 12,732

Pensioners

13,021

2020 2019 19,111

Deferred members

20,471

Number of members at 5 April
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2020 summary of  
Scheme accounts
The table below provides a summary of the Scheme’s income and outgoings for the year 
ended 5 April 2020.

The total income includes member and employer contributions, 
as these were paid in before the Scheme closed to normal 
contributions on 30 June 2019. If the actuary identifies a 
funding shortfall in a future valuation of the Scheme, the 
employers may be required to pay money into the Scheme to 
remove the shortfall. The Scheme also receives income from 
its investments, which includes a bulk annuity policy that covers 
most of the pensioner payroll.

The Scheme’s outgoings include benefit payments of pensions, 
lump sums, death benefits, short-service refunds, transfers to 
other pension schemes and payments towards the Scheme’s 
running costs.

£m

Fund at 5 April 2019 2,155

+  Total income for the year 8

-   Total outgoings for the year 73

+   Net returns on investment during the year 128

= =

Fund at 5 April 2020 2,218



Investing the Scheme’s assets
One of the Trustee’s most important duties is to invest the Scheme’s assets. The Trustee 
takes advice from a professional investment consultant, who helps it set a suitable 
investment strategy.

Over the year to 31 March 2020, the Scheme’s assets, excluding the bulk annuity insurance policy, achieved a return of 2.5%.  
This was 1.9% below the benchmark. The end of March was a very difficult period in investment markets as a result of the Covid-19 
pandemic, and this impacted returns over the year. Over the three-year period to 31 March 2020, the assets returned 8.3% per 
annum, which was 2.8% per annum ahead of the benchmark used by the Trustee and its consultant. 

This chart shows how the Scheme’s assets were split between different investment types at 5 April 2020, excluding members’ AVCs 
which are held separately.

11

     Liability driven investment*  65.5%

 Credit                                                          17.1%

 Property                                                   8.8%

 Public equities                   3.4%

 Inflation-protecting illiquid assets  2.3%

 Cash               2.1%

 Illiquid assets            0.8%

*Liability Driven Investment (LDI) is an investment strategy that aims for the assets of the Scheme to change in value in a similar way to the liabilities of the Scheme.
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Scheme news
Governance review
The Trustee and the Constituent Organisations that manage the 
Scheme (APHC, SNIPEF and Unite the Union) have appointed 
Pi Consulting to carry out an independent review of the 
Scheme’s governance structure. The aim of the review is to:

• Deliver an effective employer representation model

• Improve the structure and function of the Trustee Board

• Look at the role of the Administration Company as  
‘lead employer’.

The review included online questionnaires and individual and 
group interviews with a broad range of people connected 
to the pension scheme including employers and employer 
organisations. A working party has been set up to oversee  
the project.

We will write to employers and members next year  
with further information and to seek feedback on the 
recommendations that come out of the review.
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Petition to Court
Until recently, the Trustee has not been able to calculate section 75 employer debts. 
However, it can do so now and in 2019, the Trustee began to issue section 75 debt 
notices to employers. This led some employers to raise complaints against the Trustee 
Company on a number of different grounds.

In order to continue to administer the Scheme, the Trustee Company needs to know 
whether it can use Scheme funds to cover expenses arising from section 75 employer 
debt-related matters. Without direction from the Court, the Trustee Company cannot 
defend itself in any section 75 case brought against it or pursue any employer who 
has refused to pay a section 75 debt.

The petition aims to clarify the circumstances in which the Trustee can rely on the 
indemnity from the Scheme and what the indemnity covers. We hope the Court  
will agree that the indemnity is available to the Trustee Company. However, in the 
event that the indemnity is not available, there may come a point where it is no  
longer possible for the current Trustee Company to continue to run the Scheme. 
Should this occur, a new trustee company would take over running the Scheme. 

Progress on the petition has been delayed by Covid-19.
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Scheme news (continued)

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. We sent you information about 
this last year.

The Scheme is a ‘last-man-standing’ pension scheme. This 
means Participating Employers are collectively responsible  
for funding the Scheme. Running a pension scheme is not  
risk-free and, while the Trustee has taken steps to reduce risk 
in the Scheme, they believe the Scheme is best protected by 
having as many Participating Employers standing behind it  
as possible. The more employers that the Trustee can go to if 
such a need ever arises, the smaller the financial burden on  
each employer.

The Trustee and the Constituent Organisations that manage 
the Scheme (APHC, SNIPEF and Unite the Union) have jointly 
agreed to extend the lock-in rule for six months to 30 June 2021 
while the governance review and discussions about the 2020 
actuarial valuation take place. This means employers will not be 
able to cease being a Participating Employer without Trustee 
consent up to 30 June 2021.

It is hoped that the governance review will be complete and 
a new structure implemented during 2021 so future decisions 
on whether to extend the lock-in rule can be taken by the people 
appointed under the new structure.
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Have you completed the mandatory employer return?
You have a legal duty as an employer to provide information to the Scheme and to tell us about any significant events that 
affect your business. When the Scheme closed, it was agreed that employers should complete twice-yearly employer returns.

We need all employers (or their advisers) to complete the summer 2020 employer return. We know this is a difficult time, so 
we’ve kept it short and simple. We will write to you again in the new year about the winter 2020/21 employer return.



Contact details
We’re sending this update to you because 
you’re on our records as the Scheme’s 
contact for pension matters. If you’ve 
received it in error, please forward this 
update to the correct person and let us 
know so we can update our records.

Any questions?
If you have any questions about this update, please get in touch 
by emailing: employersupport@plumbingpensions.co.uk  
or by calling: 0131 556 90 90

And don’t forget, you can find lots of useful  
information about the Scheme on our website  
(www.plumbingpensions.co.uk) and via the  
employer portal (www.plumbingpensions.co.uk/ 
employer-login/).

Covid-19 update
The past year has been difficult for many people as they 
have struggled with loss of business, household income and 
possibly the illness or death of family members and friends. 
During the Covid-19 pandemic, we have prioritised paying 
pensions and dealing sensitively with the rise in the number of 
deaths. We have been able to operate almost normally with 
all staff working from home, except for two employees who 
provide business-critical on-site support. The Trustee is paying 
close attention to the Scheme’s funding position, investment 
performance, employer covenant and communications during 
the crisis.
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