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Concentrating first on the Royal Mail Pension Plan which is closed to new members Gerry explained that it is a final salary scheme known as a defined benefit plan. There are 11 trustees whose responsibility it is to oversee the operation of the fund and to protect member benefits. Three trustees are nominated by the CWU, 1 by CMA(Unite), 1 elected by pensioners, 5 by Royal Mail and 1 independent Chairman i.e. agreed by Royal Mail and Unions. The Trustee board acts independently and is split into 6 sub-committees each with its own area of responsibility such as funding, investment, assets, strategy, membership, and governance.

The last triennial valuation was March 2009 when liabilities for current pensions, deferred pensions and future pensions exceeded assets by £10.3 billion. Gerry pointed out investment values were depressed at that time, the FTSE index was at 3500 compared to 5900 now. Assets currently stand at £27 billion, liabilities £34.4 billion showing a deficit of £7.4 billion.

Income comes from employees, 6% of salary, employer, currently 17% of salaries, and investment returns. Additionally the Post Office contributes £300 million per year in order to eliminate the deficit over 38 years. The cost of running the scheme is £80 -£90 million per year.

Investment strategy is designed to give a smooth and steady increase in asset value over the long term. To achieve this investments are made into a wide range of funds, equities and bonds some of which are volatile such as stocks and shares, some are safer such as government bonds. In order to smooth out the volatility use in a responsible manner is made of hedge funds. Performance of fund managers is very closely monitored not only in value terms but also by comparison against benchmarks. Since March 2009 the fund value has increased by £6.4 billion. 

Membership continues to decline having fallen 7,000 since March 2010 to stand at 432,000 today. The pensions centre at Chesterfield looks after pensioners on a day to day basis though members ultimately have access to the trustees to resolve disputes or problems. Gerry encouraged members to visit the new website at www.royalmailpensionplan.co.uk for information and would appreciate any feedback.
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Governance of the scheme is important as it is this committee that pulls together all other activities and monitors overall performance to ensure that the scheme is operating within the law, within the rules of the trust deed and that plans and objectives are being met.


























Moving on to the Post Office Services Bill Gerry said he had had several meetings with Parliamentary Committees concerned with the passage of the Bill through the Commons. He said he was only concerned with pension aspects contained within the Bill and was confident that members interests and benefits will be protected. Assets and liabilities will be transferred to the Government probably in 2012 with full protection of past service benefits, a guarantee there will be no future changes to benefits, the scheme will be fully funded going forward and it will be backed by the Government.





He said there was a fly in the ointment. Because the Government are to take over the liabilities the EU may consider this to be a government subsidy of a UK company and therefore contrary to competition laws. There was a lively debate at this point but much of it was about the Bill in general or about not trusting future governments to honour pledges given today.





Gerry tried to throw some light on the CPI v RPI issue. He said there was no doubt that pension increases using CPI as a measure of inflation will be bad for pensioners and good for fund managers especially in the long run. In order to bring a proper perspective to the problem it was necessary to go back in history to the POSS which came out of the Civil Service Scheme. The Trust Deed of each scheme states that increases will be via ‘statutory indexation’. Statutory indexation is determined by the Pension Increase Order, an order published by the government in Parliament each year. This Government has decided in the Pension Increase Order that CPI will be used as the measure of inflation for pension and other benefit increases. Once published it becomes Set Law and legal advice taken by the Trustees has confirmed that the Trustees have no alternative but to use CPI rather than RPI. There was a thorough discussion on this issue with people talking about custom and practice and the fact that CPI is a relatively new measure of inflation with different component parts to RPI however Gerry was quite adamant that the only way to change back to RPI would be to change Government policy. 





In discussing the new Defined Contribution Plan Gerry pointed out that all the risk is transferred from the employer to the employee. At the end of their working lives employees will get the value of the fund they have built up and will need to buy an annuity on the open market in order to get their pension. Annuities are quite complex and expert advice from a reputable financial advisor should be sought. Gerry pointed out that the Trustees are not able by law to provide advice nor to recommend an advisor. He thought more work needs to be done in this respect and suggested the CWU should get involved in this area. 





Gerry said 76% of members had opted for the minimum contribution rates of 3% from themselves with 5% from the employer. These contribution rates are not enough to provide a decent pension. Even the highest rates of 5% and 7%, chosen by 21%, will not provide a pension anywhere near the final salary scheme. Gerry would recommend anyone in this scheme to contribute the maximum allowed in order to get the higher employer contribution then to supplement the fund by taking out Additional Voluntary Contributions. (AVC’s). Annuity rates have been falling for 15 to 20 years and vary according to gender (though this may change shortly), age, health and other financial factors. Typically a 65 year old man might get a pension in the region of £3000 per year for a fund of £50,000. Add that to the Basic State Pension of £5000 and you still don’t clear the poverty level currently reckoned to be £178 per week.





Throughout the presentation Gerry took questions and comments from the floor and I have tried to reflect that in this report. Though the subject can be dry and full of statistics and figures Gerry did well to make it flow and to keep everyone’s interest.








Graham Wilson


NW Retired Members Secretary
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