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2013 will be a year of change in Xerox’s pension arrangements,
most notably the closure of the Xerox Final Salary Pension Scheme
to current employed members on 31st December. Although the
changes are a Company matter, the Trustees are taking the
opportunity in this issue of TimeLine to tell you the key facts which
you need to know. 

Option to join BlackRock Stakeholder Pension Plan
You will have the option of joining the BlackRock Stakeholder Pension
Plan from 1st January 2014. This is the pension arrangement which the
Company has been offering to new Xerox employees since 2009. 

With the new BlackRock Plan, you will have a choice of contribution
rates between 2% and 6% of your Pensionable Earnings (basic salary
plus 2/3 of planned variable earnings – no Lower Earnings Limit
deduction). The Company will pay a fixed-rate contribution (up to a
maximum rate of 8%) at a level which will depend on the rate you pay. 

You can pay additional contributions above 6% to increase your
Pension Account (but these will not be matched by the Company).

The Plan has a wide range of funds for investing your Pension Account.

Past service pension protected
Once the Xerox Final Salary Pension Scheme closes, the pension which
you have earned in the Scheme up to the date of Scheme closure will be
protected. It will continue to be linked to your Pensionable Earnings
so, when you come to draw your pension, it will be calculated using your
actual Final Pensionable Earnings when you retire (not your earnings
when the Scheme closes).

However, some current members may prefer after the Scheme closes to
opt out and become a deferred member instead. Deferred members will
not have salary linkage but instead their pension will be increased in line
with inflation (subject to a cap of 2.5% for pension earned after 1st April
2009 and 5% for pension earned before that date).
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This may be the best option for members who, for example, do not expect
future above-inflation pay increases. It may also benefit members who are likely
to be affected by the reduced Lifetime Allowance.

Option to pay AVCs will continue
Anyone paying Additional Voluntary Contributions (AVCs) before 31st
December 2013 can continue to do so after the Scheme closes and use these
contributions at retirement to buy extra pension from the Scheme. This option
should be compared with the alternative of paying extra contributions to the
BlackRock Plan.

Protection for members most affected by Scheme closure
Under the terms which the Company and the Trustee Directors agreed for the
Scheme closure, extra pension contributions will be paid on behalf of some
existing members who will be most affected. Only members who joined the
Scheme before 1st January 2009 will be considered for such extra contributions
and, typically, it will be younger members who will qualify. You will be notified
later this year if you are in this category.

New death and ill-health benefits
From 1st January 2014, new death-in-service and ill-health benefits will be
introduced for all employees (click here for more details). 

To find out more 
The Company will provide you with more information on these changes later
in the year. In addition, workshops will be held in the autumn and you will
have an opportunity to come along and ask questions about your pension
and other benefits in the future.

You may also want to refer to the explanatory leaflet which was sent to
employed members in May 2010 explaining the Scheme closure. This is
available on the Xerox Pensions website – click here to view it.

continued >>>

Important changes coming up
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Death benefits

Lump sum

From 1st January 2014, you will be
enrolled in the new Xerox Life Assurance
Plan, paid for by the Company, which
will provide life assurance cover for all
Xerox employees in the event of death
while in employment with Xerox. 

Under the new Plan, the lump sum
payment in the event of death in
service will normally be six times your
base salary at the date of death, rising
to seven times your base salary for
employees who complete six years’
service with the Company. 

This compares with the lump sum death benefit currently payable, which is four times your base salary
plus 2/3 of planned variable earnings at the date of death.

Dependants’ pensions

As a current employed member of the Xerox Final Salary Pension Scheme, if you die after
31st December 2013, pensions will be payable to your widow, widower or civil partner and to any
dependent children in respect of your service in the Xerox Final Salary Pension Scheme up to the date of
the Scheme closure. These pensions will be calculated using your Final Pensionable Earnings at the date
of death (not your Final Pensionable Earnings when the Scheme closes).

Ill-health benefits
From 1st January 2014, you will be enrolled in a new Xerox Income Protection Plan, paid for by the
Company, which will provide an income for any employee unable to work because of ill-health or injury. 

The payment of Company sick pay is subject to the Company’s Sickness Absence – Pay and Notification
policy. In addition, benefits from the Income Protection Plan are subject to the terms and conditions of
the insurance policy and any conditions or restrictions imposed by the insurer. Payment of pension from
the Final Salary Pension Scheme on ill-health grounds is subject to the Rules of the Scheme and any
restrictions imposed on you when you joined the Scheme.
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New death-in-service and ill-health benefits from January 2014
The Xerox Income Protection Plan works as follows:

• You may receive normal Company sick pay for up to 26 weeks
(subject to certain conditions and depending on your length of
service with Xerox). 

• After this, if are unable to continue to carry out your normal
occupation, you may receive an income from the Plan equal to 68%
of your base salary, which will increase in line with inflation, payable
for up to five years (or, if earlier, until the end of your contract if you
are on a fixed term contract).

• During this time, you can continue to pay contributions to the
BlackRock Stakeholder Pension Plan, if you are a member, and the
Company will continue to match any contributions you pay in the
normal way.

• If you have not recovered at the end of five years, your employment
will be terminated. If you satisfy the insurer providing the Plan that
you are permanently unable to continue to carry out your normal
occupation, a lump sum will then be payable into the BlackRock Plan
if you are a member. You can then use your Pension Account in the
BlackRock Plan (as enhanced by this lump sum) to provide yourself
with an immediate pension.

• In addition, as a current employed member of the Xerox Final Salary
Pension Scheme, you could also apply to the Trustees for immediate
payment of your pension from the Scheme on ill-health grounds. This
would be calculated using your Pensionable Service up to
31st December 2013 and your Final Pensionable Earnings at the date
of your ill-health retirement (not your Final Pensionable Earnings
when the Scheme closes).

http://www.xeroxpensions.co.uk


The latest funding update from our Scheme Actuary – Richard Akroyd of Towers Watson – showed that the
deficit in the Scheme at 31st March 2012 stood at £510 million.
Moreover, despite some improvement in the returns earned on the Scheme’s investments in recent months,
the latest estimates which we have – for the end of September 2012 – indicate that there has been little
change in the Scheme deficit since then.

The recent deterioration in the
Scheme’s funding position is
illustrated here:

What we are doing 
The Trustees and Company have
responded to this situation by taking a
number of steps, including: 

• The payment by the Company of
additional contributions to the
Scheme, as agreed at the time of the
last Scheme valuation in March 2010.

• The decision by the Trustees to gradually
move towards a ‘liability driven’ investment (LDI) strategy.

• The decision taken by the Company in 2012 to modify its approach to early retirement for employed
members. 

Over time, these measures should help improve the Scheme’s funding position but there can be no quick-fix
solutions. It is important to remember that the Scheme’s benefits are payable over many years ahead and
therefore the Trustees need to maintain a long-term perspective.

March 2013 valuation will review position
Richard Akroyd will be carrying out his next full valuation of the Scheme as at 31st March 2013 and this
will involve a review of the current funding plan by the Trustees and the Company, to determine whether
any change in the level of Company contributions is required. As at the time of the last valuation in 2010,
the Trustees will again be advised during this review by Towers Watson (actuaries) and Lincoln
International Pensions Advisory Limited (corporate finance advisers). The Trustees’ new investment
consultants, Redington Ltd, will also assist them.
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Scheme’s funding position 2013 Summary Funding Statement
The Trustees are required to produce a Summary Funding Statement
(SFS) each year to provide members with information about the
financial position of the Xerox Final Salary Pension Scheme.

Ongoing funding valuation
The current SFS is based on the results of the actuarial report at
31st March 2012. The table below includes a comparison with the
2011 actuarial report and the last full actuarial valuation carried out
at 31st March 2010.

These figures are calculated on what is called the ongoing funding
basis, i.e. assuming that the Scheme will continue in the future and
that the Company will continue to make contributions.

Full solvency valuation 
Even though the Company has no plans to wind up the Scheme, the
Trustees do attempt to assess the position of the Scheme on what is
called the full solvency basis, i.e. assuming that the Scheme had
started winding up and intended to buy out, with an insurance
company, all the benefits already earned by the members. On this
basis, it is estimated that the Scheme had a ‘buy-out’ deficit of
£1,255million at 31st March 2012.

2010 2011 actuarial 2012 actuarial
valuation report report

Assets £1,752 m £1,882 m £1,983 m

Liabilities £2,058 m £2,129 m £2,493 m

Deficit –£306 m –£247 m – £510 m

Funding level 85% 88% 80%

2008
100% 
funded

2009
73% 

funded

2010
85% 

funded

2011
88% 

funded 2012
80% 

funded
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Currently, pensioner members account for more than two-thirds of the
Scheme’s total liabilities and, at some point in the future, all of the Scheme’s
liabilities will relate to pensioners. The Scheme’s future cash-flows will
change as a result – it will pay out more each year than it receives in
contributions and investment income and it will have to regularly sell
investments to make up the difference. This is a normal part of the evolution
which all schemes go through – however, it will gradually require a different
approach to the way the Scheme’s assets are invested.

The Trustees have been taking advice on how the Scheme’s investment
strategy should change in future from Redington Ltd, who were appointed
as the Scheme’s investment consultant to replace Mercer from September
2012.

Current investment portfolio
Currently, the Scheme’s investment strategy remains unchanged and it
continues to aim to have 55% in return-seeking assets (equities, property
etc) and 45% in matching assets (bonds).

The main reason for the recent deterioration in the Scheme’s financial position has been the steady
increase in the value of its liabilities. The Scheme’s liabilities are the present value of the benefits it
promises to pay in the future. 

Pension schemes are required to calculate the present value using a discount rate which is based on the
return available on Government bonds (referred to as the ‘yield on gilts’). The lower the yield on gilts (and
therefore the discount rate), the higher the present value of the benefits (and therefore the higher the
liabilities). This approach gives a ‘snapshot’ of the position on a particular day based on market conditions
on that day and can lead to large variations, depending on the measurement date. 

In recent years there has been a gradual reduction in the yield on gilts and this has inflated the present
value placed on the benefits. There are a number of technical reasons for the reduction in the yield on gilts
and many commentators believe that the problem has been aggravated in recent years by the Bank of
England’s policy on Quantitative Easing, designed to help stimulate economic recovery.

In the case of our own Scheme, the size of the gilt yield effect on the deficit is illustrated by the fact that a
1% decrease in gilt yields increases Scheme liabilities by an estimated £355 million. There have been calls
for the Government to change the way pension liabilities are measured to allow schemes to take a longer-
term view. The Chancellor in his Autumn Statement announced that the Government will consult on
whether schemes should be allowed to smooth discount rates in order to reduce the variations in the value
placed on Scheme liabilities which occur under the current method.

Long-term investment strategy under review
The Trustees have already taken steps to deal with the Scheme’s exposure to changes in gilt yields and
inflation by moving towards a liability-driven investment (LDI) strategy. Their aim is to manage the
Scheme’s assets so that they match more closely the movement in its liabilities. This is especially important
in a ‘mature’ scheme like ours where pensioners now significantly outnumber employed members, a feature
which will become even more significant when the Scheme is closed to employed members at the end of
2013.
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Liabilities The pensions and other benefits which the Scheme is committed to pay in the future.

Deficit/surplus When the Scheme is ‘in deficit’, it means that the value of its assets, at that point in time, is lower than the estimated value of its liabilities. When the
Scheme is ‘in surplus’, the value of its assets, at that point in time, is more than the estimated value of its liabilities.

Matching assets These are usually bonds. A bond is a loan to a company, government or other organisation wishing to borrow money which pays regular interest until
the loan is repaid. 

Return-seeking assets These are all the rest of the Scheme’s investments, including equities (company shares) and property, which are generally expected to achieve a higher
return than bonds.

Jargon
explained

Trustees take steps to manage risks

Xerox Final Salary Pension Scheme • TimeLine February 2013 visit www.xeroxpensions.co.uk

Return-
seeking

Matching

Equities 45%

Property 10%

Bonds 45%
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Lewis Stringfellow – new Pensioner Member Trustee
The new Trustee selection process swung into action in 2012 and resulted in
Lewis Stringfellow being appointed as Pensioner Member Trustee, with
effect from 1st December 2012.

Clive Gilchrist, the Scheme’s Independent
Trustee, headed the newly formed Selection
Panel, which was charged with appointing the
new Trustee, and he was delighted with the
way the whole process worked:

The Selection Panel was chaired by me as the
Independent Trustee and comprised an
Employed Member Trustee, Jacqui Dove, and a
non-Trustee, John Payne, who chaired the
Xerox Trustee Board until December 2009. We
were delighted that 21 people put their names
forward, far more than we have ever had in an
election. We were also very pleased with the overall quality of the
applicants.

The Panel interviewed nine candidates, each of whom was scored
individually on a number of criteria. Following the final interview, we were
able to reach a consensus as to the top two candidates. In the end, our
conclusion was that we should recommend to the board the appointment
of Lewis Stringfellow. 

Lewis Stringfellow already has experience of
being a Trustee and is looking forward to taking
up the role again now as a Scheme pensioner:

I like the challenge of the different problems
and opportunities involved in keeping the
Scheme on track to deliver the benefits to all
the beneficiaries. I am aware that I will have to
spend a lot of time refreshing my knowledge
but I am happy to do that.

Lewis has replaced Kevin Horrobin who served
as a Trustee for 10 years. We owe Kevin a huge
debt of gratitude for the contribution he has 
made to the running of the Xerox Pension 
Schemes over this long period.
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Trustee update

There’s more about the Trustees’ role in the Trustees and Advisers section of the Xerox Pensions website.

Specialist advisers
The Trustees call on the services of professional advisers to help them with the running of the Schemes.

Current Trustees
Robert Thomas, Chairman
Tax Director, Eastern Hemisphere
Appointed 2008 (appointed Chairman 2010). 
Joined Xerox 2006.

Tom Corne Head of Eastern Hemisphere Real 
Estate & Facilities
Appointed 2003. Joined Xerox 1973.

Jacqui Dove* Xerox Europe Internal Controls Controller
Appointed 2010.  Joined Xerox 1989.

Clive Gilchrist 
Independent Trustee Director, BESTrustees plc
Appointed 1995.

Chris Pinney* Pensioner
Appointed 2005 and re-appointed 2010. 
Joined Xerox 1971. Retired from Xerox 2000.

Peter Romaine GDO Programme Director
Appointed 2010. Joined Xerox 1987.

Rhonda Seegal 
Vice President and Treasurer, Xerox Corporation
Appointed 2005. Joined Xerox 2003.

Lewis Stringfellow* Pensioner
Appointed 2012. Joined Xerox 1979. 
Retired from Xerox 2010.

Left to right, standing: Tom Corne, Jacqui Dove, Chris Pinney, Lewis Stringfellow, Clara Johnson (Legal Officer)
and Peter Romaine. Seated: Rhonda Seegal, Paul Hopkins (Secretary), Robert Thomas and Clive Gilchrist.

Secretary to the Trustees is Paul Hopkins, Director of Pensions. * Member Trustee 

Click here for a full list of the Xerox Final Salary Pension Scheme’s specialist advisers.

http://www.xeroxpensions.co.uk
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New – flexible retirement policy
Under a new flexible retirement option, all employed members of the Xerox Final Salary Pension Scheme
will in future be able to draw part or all of their pension while continuing to work for Xerox. This could be
especially helpful for members who would like to consider working part-time as a way of winding down to
retirement.

If you opt for flexible retirement, you will usually be able to choose how much of the pension you have already
built up in the Scheme you wish to start to draw – subject to any statutory minimum tests which may apply.

When you finally retire from Xerox you must then either draw the rest of your pension immediately or leave
your remaining pension in the Scheme and draw the whole amount at a later date. It will not be possible to
draw a further portion of the remaining benefit.

Who can apply?
You can apply for flexible retirement if you are aged 55 or over – this is the earliest you can draw your pension
under current UK legislation.

You will need to agree with your line manager the date you will eventually completely stop working for Xerox.
This must be within two years of taking flexible retirement and, once agreed, the date cannot normally be
altered. Your contract of employment will be amended to reflect the agreed date.

Formal Report & Accounts
available
You will find the latest version of the Scheme’s Formal Report & Accounts
– for the year ended 31st March 2012 – on the Xerox Pensions website.

Click here to view the Formal Report & Accounts.
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HMRC allowances to be
reduced
The Chancellor of the Exchequer in his recent Autumn statement
announced further reductions in the HM Revenue & Customs
allowances relating to tax relief on pension savings. 

• The Annual Allowance will be reduced from £50,000 to
£40,000.

• The Lifetime Allowance will be cut from £1.5 million to
£1.25million.

Both changes will take effect from the tax year beginning in April 2014. 

The Chancellor indicated that a new form of 'fixed protection’ may be
available for those who may be affected by the reduction in the LTA.
This is likely to work in the same way as for the fixed protection which
was available from April 2012 when the LTA was previously reduced.
Individuals with 2014 fixed protection are likely to be able to retain a
LTA of £1.5m provided that they stop building up any further pension
benefits. 

The Government is also consulting on the possibility of introducing
‘personalised protection’ under which individuals would be able to carry
on saving in their pension scheme without losing 
their protection, subject to certain conditions.

http://www.xeroxpensions.co.uk
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Online pension modeller …
Don’t forget that there is a pension modeller on the Xerox Pensions website which
allows you to get an estimate of your combined pension from the Xerox Final
Salary Pension Scheme and from the BlackRock Stakeholder Pension Plan which
will replace it. 

The modeller includes a step-by-step guide showing how to input your personal
pensions data, using your latest annual Xerox Benefits Statement. Once you have
put in the required information, the modeller provides a graphic representation of
your estimated pension. You can then investigate how your pension is likely to
change if, for example, you change your expected retirement date or you start to
pay, or increase, AVCs.

To use the modeller, you will need
to have your latest Benefits
Statement to hand so that you
can input the required
information. Your latest
statement was sent to you last
October.

Click here to access the
modeller
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Trustees urge you to review your Expression of wish form regularly
At a time when the pattern of family life is becoming ever more complicated, the Trustees are
sometimes faced with very difficult decisions when considering who should receive the valuable
death benefits payable when a Scheme member dies. It is of great assistance to them in
understanding a deceased member’s personal situation if they have an up-to-date Expression of
wish form. This is the sort of situation the Trustees might have to deal with:

John, a member of the Xerox Final Salary Pension Scheme, dies suddenly at age 45. 
The death-in-service lump sum payable to John’s dependants amounts to £100,000, a significant
sum by any standards. But who should receive it? When the Trustees look at John’s Expression of
wish form, they find that it was completed 10 years earlier when John was married to, and living
with Mary, with whom he then had two young children. At that point, he had indicated that the
death benefit should be split between Mary and their two children.
However, on further investigation, the Trustees discover that, since then, John and Mary have
separated and both are in new relationships. Their two children are living with Mary who now has
a new partner. John too is living with someone else and he has a new child from that relationship.
To complicate matters further, John’s elderly mother was living with him at the time of his death. 
Should the Trustees follow John’s wishes as expressed in his old Expression of wish form or should
some or all of the money go to his new partner and child. And what about his mother? If only
he’d completed a new form to indicate what his current wishes were …

If your personal circumstances change – for instance, if you marry or have a child – and you change
your mind as to who you would like to receive the lump sum death benefit, you should complete a
new Expression of wish form. Even if your circumstances haven’t changed, we strongly
recommend that you complete a new form every 3-5 years. Your most recent Benefits
Statement (sent to you in October 2012) will show you when you last completed one.

You can download a copy of the Expression of wish form by clicking here.

Do you also need to complete a Partner’s pension
nomination form?
If you’re not married or in a registered civil partnership but you are living with a
partner (of either sex), you should complete a Partner’s pension nomination
form, so that the Trustees will consider paying a pension to your partner in the
event of your death. They must be convinced that you and your partner have
been living together in an enduring relationship and that there is some degree of
financial interdependency between you. 

You can download a copy of the Partner’s pension nomination form by 
clicking here.
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Not to be neglected ...Looking ahead
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If you want to increase the pension or tax-free cash
sum you have at retirement, you should consider
saving through the Xerox Additional Voluntary
Contribution (AVC) Plan. 

AVCs are specifically designed as a way of saving for
retirement and enjoy the same tax advantages as your
normal contributions to the Xerox Final Salary Pension
Scheme. However, if your pension savings are likely to
be close to, or to exceed, the Annual Allowance set by
HM Revenue & Customs, you should NOT be paying
AVCs.

Click here for the AVC e-form to start paying AVCs.

For members who are in a position to pay AVCs, they offer the following
advantages:

• Your AVCs will normally qualify for tax relief, currently at your highest rate
of tax.

• Your money is invested in funds which benefit from a favourable tax
treatment.

• You can receive your AVCs back as part or all of the tax-free cash sum
which you will normally be able to take when you start to draw your
pension benefits.

AVC boost from the Company
Since May 2010, it has been possible to pay AVCs through SMART – the Company’s salary sacrifice
arrangement for paying pension contributions. If you pay AVCs through SMART, you will receive an extra
payment from the Company, equal to 10% of the amount of AVCs which you pay. To qualify, your AVCs
must be a fixed regular amount and must normally be maintained for at least 12 months.

If you are already paying AVCs but want to change the amount you pay (up or down), you must make the
change on 1st April 2013. If you are already paying AVCs, this is your only opportunity to change your AVC
rate – although you can start paying at any time of the year.

Click here for the AVC e-form to change your AVC rate.
The completed form must be received by Xerox Pensions by 18th March 2013.
Don’t forget that you can continue to pay AVCs into the Xerox Final Salary Pension Scheme – and
receive the 10% top-up from the Company – even after the Scheme closes in December 2013. 
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Boost your pension with AVCs Scheme administration
moves to Xerox Services
From 1st January 2013, the administration of both Xerox FundXtra and
the Xerox Final Salary Pension Scheme has been transferred to Xerox
Services Global Benefits Administration which provides pension
administration services to around 300 UK pension schemes. 

Your day-to-day contacts for the Xerox Final Salary Pension Scheme are
still in place, with the same contact details, and members should not
notice any change in the smooth running of the Schemes.

Day-to-day contact
Sue Lewis is the person at Xerox Pensions who
is responsible for dealing with Final Salary
Pension Scheme members’ queries and
concerns.

Click here for Sue’s contact details.

Any questions?
Contact Nick Walker, Operations Manager, 
if you have any questions on TimeLine – 
email nick.walker@xerox.com.

Alternatively, you can write to 
Xerox Services Global Benefits Administration
Compton Court
20-24 Temple End
High Wycombe
Bucks, HP13 5DR. 
Email xeroxpensions@xerox.com.
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