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points
Welcome...

August 2013

...to the 2013 edition of pension points, your regular newsletter from the Trustee 
Directors of the Messier-Dowty Pension Scheme.   

For ease of browsing we have split the 
newsletter into three parts: information 
for Defined Benefit (DB) Section members 
(page 2-3); information for Defined 
Contribution (DC) Section members (pages 
3-4); and a general section (pages 5-6) of 
pensions information that applies to all.

If you are a Defined Benefit 
Section member
A summary of the DB Section’s income 
and expenditure for the Scheme year 
to 31 March 2012, together with an 
overview of how the DB Section’s 
investments have been performing, can 
be found on page 2.

On page 3 we look at the funding plan 
agreed between the Trustee and the 
Company and explain the guarantee 
provided by the French parent Company, 
Messier-Bugatti-Dowty SA.

If you are a Defined 
Contribution Section member
In this section of the newsletter we 
provide you with a summary of the 
DC Section’s income and expenditure 
over the Scheme year to 31 March 
2012, along with an update on how the 
DC Section’s investments have performed 
– you can find this on page 4. 

We also include an article on the issues 
you should be aware of in relation to 
your DC Section benefits.

For all members
The article ‘In the news’ on page 5 
discusses a few pension topics you may 
have heard about recently: quantitative 
easing, the flat-rate State Pension, 
automatic enrolment and pension 
allowances. 

We hope you enjoy reading this issue 
of pension points. If you have any 
questions, or ideas for future issues, 
please contact us using the contact 
details found on page 6. 

.
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Defined Benefit Section

Facts and figures
Ins and outs
In the table below we have given a brief summary from the Trustee’s 2012 Annual Report and Accounts. This allows you to compare the 
money that has come into and gone out of the Defined Benefit (DB) Section of the Scheme over the years to 31 March 2012 and 31 March 
2011. If you would like to see a copy of the full Report, please contact Roy Brown (see page 6 for contact details).  

Year ended

31 March 2012

Year ended 

31 March 2011

£ £

Coming into the DB Section
Company contributions 10,539,742 11,790,318

Members’ contributions 813,392 846,642

Members’ Additional Voluntary Contributions (AVCs) - 235

Investment income 10,329 14,970

Transfer from DC Section 77,332 -

Other income 212,773 3,158

Total income 11,653,568 12,655,323

Going out of the DB Section
Benefits paid 4,298,320 4,380,993

Payments to and on account of leavers 1,250 1,360,239

Insurance premiums 255,048 202,587

Investment management expenses 104,394 113,271

Administrative expenses 718,520 519,412

Total expenditure 5,377,532 6,576,502

In summary
Value of DB Section at start of year 159,525,253 144,147,738

Money coming in less money going out 6,276,036 6,078,821

Change in market value of investments 10,816,475 9,132,970

Value of Scheme at end of year 176,617,764 159,525,253

Our membership

On 31 March 2012 the DB Section 
of the Scheme had a total of 1,685 
members. 

For the 2011/12 Scheme year our 
membership was made up as follows:

•	 750 contributing members building 
up benefits in the DB Section, 
compared to 785 on 1 April 2011;

•	 398 were pensioner members (and 
the dependants of members who 
have died) being paid benefits from 
the DB Section, compared to 373 on 
1 April 2011; and

•	 537 were deferred members who 
have kept their benefits in the DB 
Section and will draw them when 
they retire (including members who 
have transferred to the DC Section 
for future service), compared to 529 
on 1 April 2011.

Investment update
Although the Trustee Directors have overall responsibility for the investment of the DB Section’s assets, we delegate the day to day 
management to specialist investment managers. Our current managers are listed on the back page.

The Defined Benefit Section’s investment performance
We measure the performance of the DB Section’s assets by comparing the returns achieved by our investment managers with a 
performance target or ‘benchmark’. The one and three year performance figures to 31 March 2012 are shown below, together with the 
benchmark performance. The DB Section’s investment performance is regularly reviewed by the Trustee Directors.  

1 year (%) 3 years 
(% p.a.)

DB Section 6.5 15.6

Benchmark 6.6 15.2

Investments Market value of 
Scheme assets 

Equities £78,772,183

Index-linked 
gilts

£49,091,974

Corporate 
Bonds

£13,933,573

Property £8,623,576

Diversified 
Growth 
Strategy

£12,896,900

Fund of 
Hedge Funds

£11,683,736

As at 31 March 2012 the DB Section’s assets 
were split as shown in the pie chart on the right.

The value of the DB Section’s investments 
(including members’ AVCs) on 31 March 2012 
was £175.6 million.
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Defined Contribution Section

In the DC Section the income you will eventually 
receive in your retirement is dependent on a 
number of factors including:
•	 How	much	is	paid	into	your	member	

account and when
•	 Any	investment	returns	earned
•	 The	cost	of	buying	a	pension	when	you	

retire

How much is paid in?
You will decide how much money you pay 
into the Scheme. The more you pay into 
your member account, the higher the likely 
income you can buy at your chosen retirement 
date. You may also be entitled to additional 
contributions from the Company depending on 
the terms of your membership. If you want to 
change your contributions you should complete 
the contribution change form available via 
PlanViewer and give this to your site HR 
contact.

Investing your member account
You can choose where your member account 
is invested from the range available. Unless you 
have chosen a fund(s) your account will be 
invested in the DC Lifestyle strategy, the default 
investment option. This lifestyle strategy invests 
in different ways depending on the length of 
time until your retirement date. Unless you have 
told the Trustee otherwise, we will assume you 
are aiming to retire at age 65. If you are not 
planning to retire at 65 it is important you tell 
us. If you don’t, you may be invested either too 
conservatively or too aggressively for a period 
of time.

If you are planning to retire at an age other than 
65 or you would like to change where your 
member account is invested you should tell us 
by contacting Fidelity or via PlanViewer.

The cost of buying a pension
The cost of buying a pension is dependent on a 
number of factors including:

•	 How	old	you	are	–	the	older	you	are	the	
bigger your pension will be

•	 The	state	of	your	health	and	your	lifestyle	
– generally any health issues will mean you 
will be able to buy a bigger pension

•	 The	type	of	pension	you	want	–	if	you	want	
your pension to increase each year or if you 
want a pension to continue to be paid to 
your husband or wife when you die then 
the amount of your pension will be lower 
than if you don’t pick these options.

When you get to the age when you want to 
buy a pension, the Trustee will help you shop 
around to make sure you get a good deal.

As an alternative to buying a pension when 
you retire, you may be able to consider income 
drawdown, which allows you to keep your 
retirement savings invested and take an income 
each year or month rather than buy a pension. 
Compared to buying a pension in the usual way, 
you could potentially receive a greater income 
overall if your investments do well but you 
would run the risk of receiving a lower income 
overall (possibly significantly lower) if your 
investments do not do well. Income drawdown 
would also offer you an opportunity to vary 
your income and leave money to your family 
on your death. You would remain responsible 
for deciding where your member account 
is invested. You would also need to transfer 
your member account to your own individual 
pensions arrangement.

A further form of drawdown is known as 
“flexible drawdown”. To qualify for flexible 
drawdown, you must already have a secure 
pension in place of at least £20,000 a year 

(including any State pension benefits) and not 
be contributing to any pension arrangement. 
You could then opt to take the balance of your 
member account above any part of it you need 
to provide a £20,000 a year secure pension as 
a taxable lump sum (taxed at 55%). This may 
be of particular interest to Defined Contribution 
Section members who have built up a pension 
in the Defined Benefit Section.

If you are interested in either form of 
drawdown, then the Scheme’s default 
investment option, the lifestyle strategy, which 
switches investments to gilts and cash as you 
approach retirement, may not be right for you. 
This is a complex area, and choosing to buy a 
pension, drawdown an income or use flexible 
drawdown is a big decision that can have a 
major impact on your finances over the rest 
of your life, so it is important to seek financial 
advice. You can find an independent financial 
adviser in your area by logging on to 
www.unbiased.co.uk. Neither the Trustee 
Directors, Mercer or Fidelity can give you advice.

When you receive your annual benefit 
statement you will see that we have provided 
you with an estimate of what your pension 
might be when you retire. You should consider 
this and think about whether you need to make 
any changes to the amounts you are saving, 
your retirement plans or where you invest your 
member account.

DC pensions - What’s it all about?

The Company guarantee 
At least every three years a formal actuarial valuation, or a ‘health 
check’ of the Scheme’s finances, is carried out by the Scheme 
Actuary. The actuarial valuation of the Scheme as at 31 March 2011 
revealed that there was a funding shortfall of £43.2 million. 

The Company has agreed a plan to make up this shortfall by 
31 March 2020. The contributions were £7,296,000 per annum 
until 31 May 2012. From 1 June 2012 until 31 March 2015 
contributions of £2,500,000 per annum will be paid and from 

1 April 2015 until 31 March 2020 contributions of £7,000,000 per 
annum are due. In addition to this, the parent Company in France 
(Messier-Bugatti-Dowty SA) has provided a guarantee of up to 
120% of the Section 179 liabilities (a statutory valuation basis) of 
the Scheme. This guarantee is compliant with the requirements of 
the UK-based Pension Protection Fund (PPF) and provides members 
with a greater level of security. 
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Investment update

Facts and figures

Investments 1 year

DC Section 
(%)

Benchmark 
(%)

Diversified Growth Fund 6.5 1.5

BlackRock Global Equity 50/50 Fund -0.4 -0.1

Threadneedle Pensions Property Fund 5.0 4.6

BlackRock Over 15 Years UK Gilt Index Fund 22.3 22.6

BlackRock Over 5 Years UK Gilt Index Fund 20.8 21.1

Fidelity UK Corporate Bond Pensions Fund 10.2 9.1

BlackRock Cash Fund 0.3 0.5

Ins and outs
In the table below we have given a brief summary from the Trustee’s Annual Report and Accounts. This allows you to compare the money 
that has come into and gone out of the Defined Contribution (DC) Section of the Scheme over the years to 31 March 2012 and 31 March 
2011. If you would like to see a copy of the full Report, please contact Roy Brown (see page 6 for contact details). 

Our membership
On 31 March 2012 the DC Section 
of the Scheme had a total of 306 
members. 

For the 2011/12 Scheme year our 
membership was made up as follows:

•	 266 contributing members building 
up funds in the DC Section, 
compared to 211 on 1 April 2011;

•	 40 deferred members who have kept 
their benefits in the DC Section and 
will draw them when they retire, 
compared to 25 on 1 April 2011.

Year ended 

31 March 2012

Year ended 

31 March 2011

£ £

Coming into the DC Section
Company contributions 755,066 594,344

Members’ contributions 35,034 23,279

Members’ Additional Voluntary Contributions (AVCs) 75,702 54,890

Transfers in - 110,610

Total income 865,802 783,123

Going out of the DC Section
Benefits paid 6,182 10,378

Payments to and on account of leavers 9,989 745

Transfer to DB Section 77,332 -

Total expenditure 93,503 11,123

In summary
Value of DC Section at start of year 630,476 2,342

Money coming in less money going out 772,299 772,000

Change in market value of investments 69,131 21,858

Value of DC Section at end of year 1,471,906 630,476

The Trustee Directors have made available 
a range of investment options for members 
of the DC Section of the Scheme, through 
a specialist investment provider – Fidelity.

The Defined Contribution 
Section’s investment 
performance
The investment managers appointed by 
the Trustee Directors aim to meet set 
benchmarks, as agreed with the Trustee 
Directors. The Trustee Directors routinely 
monitor manager performance relative to 
their benchmarks and should a manager 
be considered unlikely to meet the required 
benchmark in the future then the Trustee 
Directors may seek to replace the manager 
with a preferred alternative available on the 
Fidelity investment platform.

.

The investment returns achieved for the DC Section of the Scheme in the year to 31 March 
2012 are shown in the table below, together with the benchmark performances.
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What is a transfer value?
A transfer value is the value of your benefits in 
the Scheme. It is calculated when a member 
wishes to transfer their benefits to another 
pension scheme, but you are entitled to ask 
for a note of your transfer value once a year if 
you wish. For members of the DC Section, it is 
generally the value of your personal account 
in the DC Section. If you are a member of the 
DB Section, the amount is determined by an 
actuarial calculation and based on the benefits 
you have built up in the Scheme.

You are entitled to a transfer of your benefits 
if you leave the Scheme with three or more 
months’ service in the Scheme.

Where can my transfer value 
be paid?
You can transfer the value of your benefits to 
another occupational pension scheme or a 
personal or stakeholder scheme of your choice. 
The new scheme must be willing and able to 
accept the transfer value, schemes are not 
obliged to receive transfer values. 

Does the Scheme accept transfers 
between sections?
Yes, but only from the DB Section to the 
DC Section. If you move from the DB Section to 
the DC Section, you do not have to transfer your 
benefits to the DC Section, but you may do so if 
you wish.

Does the Scheme accept transfers 
in from other pension schemes?
The DC Section accepts transfers in from other 
pension schemes, so if you have benefits in 
another occupational pension scheme or a 
personal or stakeholder pension you may be able 
to transfer the value of your benefits to the DC 
Section of the Scheme. However, each transfer is 
subject to the Trustee’s discretion, and the Trustee 
may decide to decline individual transfers. The DB 
Section does not accept transfers in.

Where can I find out more about 
transfer values?
We are unable to advise you on whether or not 
you should transfer your benefits into or out of 
the Scheme, so if you are considering transferring 
your benefits to or from the Scheme, you should 
seek independent financial advice in the first 
instance. You can find a list of independent 
financial advisers in your area by visiting the IFA 
Promotion website www.unbiased.co.uk.

Transfer 
values

In the news

Employees to be automatically 
enrolled into a pension scheme
You may have seen or heard some of the 
Government advertising about the changes 
being made to workplace pensions, which will 
see 10 million new people start to save for their 
pensions from October 2012 onwards.

Over the next few years all employers will have 
to enrol eligible employees into a workplace 
pension that meets certain minimum 
requirements and make contributions on 
behalf of their employees. Employees will also 
have to make contributions and membership 
will be automatic for all employees unless the 
employee opts out.

When a company must comply with this is 
dependent on the size of the organisation, with 
the smallest organisations enrolling members 
in a pension plan by April 2017. This is under 
new rules known as automatic enrolment 
or ‘auto-enrolment’, designed to encourage 
people to save more for their retirement.

Both DB and DC Sections of the Scheme 
exceed the minimum scheme requirements 
of auto-enrolment, so existing members of 
the Scheme will not be affected by the 
new auto-enrolment legislation. 
Any eligible employees who are not members 
of the Scheme will be automatically enrolled 
into the DC Section in [October 2013].

Reduction to annual and lifetime 
allowances
In the Chancellor’s Autumn Statement, a 
reduction to the annual and lifetime allowances 
was announced. The annual allowance (AA) 
is the total amount of tax-favoured pension 
savings that can be made in any one year. 
The AA will be reduced from £50,000 to 
£40,000 from 6 April 2014. This comes after 
the AA was cut from £255,000 to £50,000 in 
the 2011 Budget.

Following a cut from £1.8 million to 
£1.5 million in April 2012, the lifetime 
allowance (LTA) is also set to be further reduced 
to £1.25 million from April 2014. The LTA is the 
amount of tax-favoured pension savings that 
can be made over an individual’s lifetime.

Any pension savings made above either of 
these allowances will be liable for a tax charge, 
so if you think you are likely to exceed the 
AA or LTA we recommend that you seek 
financial advice.

The Basic State Pension 
In January, the Government confirmed 
proposals to introduce a flat-rate basic state 
pension of around £144 per week (increased 
each year to offset the effects of inflation), 
which will replace the current Basic State 
Pension and Second State Pension. This new 
state pension will be introduced from 6 April 
2016 and will apply to new pensioners 
reaching State Pension Age on or after this 
date. The new benefit should reduce the 
proportion of pensioners eligible for the 
means-tested pension credit. 

Since April 2011 annual increases to the Basic 
State Pension have been linked to the greater 
of earnings, inflation or 2.5% rather than 
simply inflation as previously. In line with this 
‘triple lock’ promise the Basic State Pension will 
increase by 2.5% in April 2013. 

Quantitative easing 
The UK came out of a ‘double dip’ recession in 
September 2012, but once again the economy 
seems to be on the brink of dipping back 
into recession for a third time in four years. 
All the while interest rates have remained at a 
record low of 0.5%. One measure the Bank of 
England has taken to stimulate the economy 
has been to ‘pump in’ money – this is known 
as ‘quantitative easing’. Contrary to what 
many people think, this doesn’t actually mean 
printing more banknotes; instead, it means 
the Bank buys assets – such as bonds and 
gilts – from financial institutions and credits 
money to those institutions with the aim that 
this ‘new’ money will be used to invest in other 
companies or to lend to individuals.

And finally, a couple of more recent changes 
that could affect your other finances:

•	 the	personal	tax	allowance	was	increased	
by £1,335 to £9,440 from 6 April 2013 
(it was £6,475 when the Government 
took office in 2010) and is eventually 
expected to rise to £10,000;

•	 the	threshold	for	paying	higher	rate	
income tax (40%) was reduced from 
£34,370 to £32,010 from 6 April 2013, 
which means that more employees will 
pay higher rate tax;

•	 the	additional	rate	of	income	tax	was	
reduced from 50% to 45% from 6 April 
2013, which will affect anyone earning 
£150,000 or more.
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Any questions?
If you would like more information on the 
Scheme, or you have any queries about 
your own DB Section benefits, please 
contact Roy Brown at:

Messier-Dowty Pension Scheme 
Administration Team 
Mercer Limited 
Four Brindley Place 
Birmingham 
BI 2JQ

Telephone: 0121 733 4114

Email: messierdowty-uk@mercer.com

If you’re already receiving your pension 
from the DB Section please see your 
monthly pension payslip for who to contact 
with your questions.

If you have any questions on your 
DC Section benefits, please contact the 
Fidelity Pensions Service Centre.

Fidelity Pensions Service Centre 
Beech Gate 
Millfield Lane 
Lower Kingswood 
Tadworth 
Surrey KT20 6RP

Telephone: 08457 234 235

Email: pensions.service@fil.com

Running a pension scheme is a challenging 
business and that is why we work with third-
party professionals to make sure the Scheme 
runs smoothly and efficiently.

Your Trustee
The trustee company, Messier-Dowty Pension 
Trustees Limited, is made up of six Trustee 
Directors whose job is to ensure all aspects of 
the Scheme are considered. 

Our advisers
To help us fulfil our duties we appoint 
a number of professional advisers. Our 
current advisers are:

Administrators and consultants 
Mercer Limited (Defined Benefit Section)

Fidelity Investment Services Limited (Defined 
Contribution Section)

Scheme actuary 
Jane Ralph, FIA, Mercer Limited

Actuarial and investment advisors 
Mercer Limited

Investment managers 
BlackRock Advisors (UK) Limited

Wellington Management 
International Limited

Threadneedle Asset Management Limited 

Standard Life Investments Limited

Fauchier Partners

Fidelity Investment Services Limited

Legal adviser 
Wragge & Co LLP

Banker 
National Westminster Bank plc

Your current Trustee Directors are:

Maxwell Gough Member nominated Deputy Program Chief Engineer,  
  Messier-Dowty Ltd

John Herring Member nominated Program Manager, Messier-Dowty Ltd

Julie Johnson Member nominated Finance Manager, Messier-Dowty Ltd  
  (Secretary to the Trustee)

Ian Broughton Company nominated HR Director, Messier Services Ltd

Bob Hawkes Company nominated Head of Spares Production,   
  Messier-Dowty Ltd

The Law Debenture Pension Independent Trustee Represented by Antony Macwhinnie 
Trust Corporation plc  

Your pension team
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