
Summary Funding Statement
IBM IT Solutions Pension Scheme 

This Summary Funding Statement provides information about the latest review of the 
IBM IT Solutions Pension Scheme’s funding position and the steps being taken by the 
Trustee and the Company to protect your benefits. This Statement is provided to you 
each year as required by legislation and we hope that you find the information useful and 
are reassured about the security of your benefits.

www.smartpensionsuk.co.uk

Funding position
We have recently completed the formal 
actuarial report as at 31 December 
2013. This showed the Scheme’s funding 
position was 79% compared to 74% at  
31 December 2012.

Read more on page 2.

IBM’s continued support
As part of the 2012 Valuation, IBM 
agreed to make annual contributions  
to the Scheme of £22 million until  
30 April 2022 by when it is expected 
the deficit will have been eliminated.

See page 5 for more details.



Introduction
Welcome to the latest Summary Funding Statement for the 
IBM IT Solutions Pension Scheme (the Scheme). The aim 
of the Statement is to explain how the money building up 
in the Scheme compares with the funds needed to provide 
the benefits due to our members. Legal requirements 
demand that we provide this information in a certain 
way. Our aim in this Statement is to comply with these 
requirements while still presenting the information in a 
helpful and understandable format.

A formal ‘actuarial valuation’ of the plan is required every 
three years, and this last took place as at 31st December 
2012. In the intervening two years the Scheme Actuary 
is required to carry out an ‘actuarial report’. The main 
purpose of the report is to provide an approximate update 
on how the financial position has changed since the last 
valuation or any subsequent actuarial report. 

The latest actuarial report has now been received from 
Towers Watson Ltd for the year ended 31st December 
2013. The report assessed the deficit to be £173 million 
which gives a funding position of 79%. The Scheme’s 
funding position has improved by 5% over the last year 
reducing the deficit by £30m.

The deficit continues to be addressed by the Recovery Plan 
that is in place with IBM making annual payments to the 
Plan of £22 million. It was agreed that these contributions 
would continue until 30 April 2022 when it is expected 
the deficit will have been removed. Further details of the 
funding position and Recovery Plan can be found later in 
the document.

If you are thinking of leaving the Scheme for any reason, 
you should consult a professional advisor, such as an 
independent financial advisor, before taking any action.

If you have any questions after reading this Statement, 
please contact Pensions Services.

Adrian Spann
Pensions Trust Manager & Company Secretary

 The Scheme’s funding position improved 
over the last year from 74% to 79%.
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Valuation results
The Trustee carries out an in-depth look at the Scheme’s 
finances every three years; this is known as an Actuarial 
Valuation. In the years in between, an annual review, called an 
Actuarial Report, is carried out to get an approximate update on 
the funding position.

This Statement summarises the results of the Actuarial 
Report carried out as at 31 December 2013. To check the 
Scheme’s funding position, the Scheme’s Actuary compares 
the liabilities (the amount needed to provide the benefits due 
to members now and in the future) against the assets held 
to pay them (shares, bonds, property, etc). If the value of the 
assets is less than the value of the liabilities, the Scheme is in 
deficit. If the value of the assets is more than the value of the 
liabilities, the Scheme is in surplus.

Deficit £173M
Funding position

79%

ASSETS £658M
LIABILITIES £831M

Funding position as at 31 December 2013
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How has the funding position changed? 
Since December 2012, the Scheme’s deficit has reduced 
from £203 million to £173 million which means that 
the funding position improved from 74% to 79%. The 
improvement over the period reflected the growth 
in assets due to favorable investment returns and the 
payment of deficit contributions by the Company, 
combined with the effect of changes to the Scheme’s 
future investment strategy.

What action is being taken to tackle the deficit?
The Trustee and the Company are required to review and agree the contributions payable to the Scheme at each formal valuation.  
As part of the 2012 Valuation, the Trustee agreed a revised Recovery Plan with the Company designed to eliminate the shortfall.  
The Company has committed to making annual contributions to the Scheme of £22 million from 1 January 2014 until 30 April 2022.

  Assets   Liabilities

31 Dec 2012

Deficit
£203M

£5
74

M

£7
77

M

31 Dec 2013

Deficit
£173M

31 Dec 2011

Deficit
£277M

£5
14

M

£7
91

M

£6
58

M

£8
31

M
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What is the Scheme invested in?
The Scheme’s assets are invested in a diversified range 
of assets including equities, property, corporate bonds, 
Government bonds and derivatives. The Trustee reviews the 
investments on an ongoing basis to ensure that the allocations 
to the various asset classes take into account the financial 
characteristics of the Scheme and the risk tolerance of the 
Trustee and the Company. The Scheme has a longer term aim 
to reduce the proportion of returns seeking assets, such as 
equities, and to increase the allocation to Government bonds 
and corporate bonds. The Trustee’s investment principles are 
documented in a “Statement of Investment Principles”, which 
is available to members on request. 

The importance of IBM’s support
The Trustee’s continued aim is for there to be enough money 
in the Scheme to pay the benefits due now and in the future, 
but this depends on the Company continuing to contribute to 
the Scheme.

However unlikely, we are legally obliged to inform you 
what would happen if the Company was unable to pay 
further contributions and the Scheme was to wind up. In 
this situation, you might not get the full amount of pension 
you have built up. This is because benefits would need to 
be secured by buying insurance policies. Insurers would 
take a very cautious view of the future and want to make a 
profit, which means they require more money to provide 

benefits than if the Scheme was continuing as it is now. As at 
31 December 2013, it was estimated that the assets of the 
Scheme would cover 54% of its liabilities on this basis. 

In the event that the Company was insolvent the Scheme 
would be considered for entry into a Government run 
safety net, the Pension Protection Fund (PPF). This ensures 
compensation is paid to members of defined benefit 
pension schemes up to a certain level. However, the benefits 
provided by the PPF would in almost all cases be lower than 
the pensions that members would have received from the 
Scheme. Information about the PPF is available online at  
www.pensionprotectionfund.org.uk.

How is your pension paid for?
The cash required to pay the members’ benefits comes from 
a combination of the contributions paid into the Scheme by 
the Company and the sale of the Scheme assets. The money 
to pay for members’ benefits is held in a common fund for 
members of the Scheme and not in separate funds for each 
individual.

How are the Scheme’s liabilities assessed?
The Scheme is subject to a formal financial assessment 
(an actuarial valuation) at least once every three years. As 
part of the formal valuation the Trustee and the Company 
are required to agree a Statement of Funding Principles 
(called the SFP). This sets out how the Scheme’s accrued 
liabilities should be assessed. The SFP includes the method 
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and assumptions used to calculate the liabilities including 
expectations of future asset returns and life expectancies.  
A copy of the SFP is available to members on request.

How is the amount the Company needs  
to pay worked out?
Using the method and assumptions agreed in the SFP, the 
Scheme Actuary (G C McLean of Towers Watson Limited) 
can advise how well funded the Scheme is and what 
contributions are needed in future, taking account of any 
extra payments needed to correct a funding deficit. These 
contribution requirements are agreed between the Trustee 
and the Company and are documented in the Scheme’s 
Schedule of Contributions and Recovery Plan.

The amount of money that the Company pays into the Scheme 
may go up or down following each actuarial valuation. As long 
as the Scheme continues and the Company is willing and able 
to pay the necessary contributions, we expect to be able to pay 
benefits in full, even though we currently have a deficit.

Other information
We are required to notify you that IBM has not taken 
any money out of the Scheme in the last 12 months. It is 
also a legal requirement to inform members whether the 
Scheme has been modified or if any directions or schedule 
of contributions have been imposed on the Scheme by the 
Regulator. There has not been any such involvement from the 
Regulator with the Scheme. 

If you are interested in looking at any of the formal documents 
that relate to the Scheme and its funding, please contact Pensions 
Services. The formal Scheme documents include:

• Trust Deed and Rules;
• Annual Report & Accounts; 
•  Statement of Investment Principles;
• Statement of Funding Principles;
•  Actuarial Valuation and Actuarial Reports;
• Schedule of Contributions; and
• Recovery Plan.

Any questions?
We hope you have found this information useful. If you would 
like more information, contact Pensions Services. You can:

Email pensions@uk.ibm.com
Phone 023 9256 8164 (Internal 3725 8164)

Write to  Pensions Services,  
IBM UK Pensions Trust Limited,  
Mailpoint C1A, PO Box 41,  
North Harbour, Portsmouth  
PO6 3AU 

Visit our website www.smartpensionsuk.
co.uk for the latest Scheme news.
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