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1. How contributions are invested 

1.1 All contributions paid into the Scheme are invested by AVIVA in a large pooled fund (the 

With Profits Sub-Fund), which is made up of a mixture of international shares, UK shares, property, 

UK gilts, corporate bonds, international bonds and other investments. 

1.2 The value of this Sub-Fund fluctuates from day to day depending on changes in the value of 

the underlying investments. 

1.3 The value of the individual pension pot of each member of the Scheme does not however 

fluctuate in this way.  Instead, each member has their own pension “account” which is expressed in 

£s, rather like a bank statement, and the amount of all contributions are added to the account. 

1.4 Then, at the end of each year, interest (referred to as “bonus interest”) is credited to each 

member’s account on all contributions and bonus interest which has already been credited to their 

account at the end of the previous year, and on all contributions made during the year from the date on 

which the contributions were received.   The rate of bonus interest can be nil, but it can never be 

negative. 

1.5 In determining the rate of “bonus interest” at the end of each year there is an element of 

“smoothing” involved whereby some of the gains earned on the Sub-Fund in good investment years 

are kept back to help pay bonus interest in poor investment years.    

1.6 The aim of the bonus interest is to provide a progressive build-up of guaranteed benefits over 

the lifetime of the policy, whilst retaining sufficient profits from the Sub-Fund to provide an 

additional payment (referred to as a “final bonus”) when the member retires or upon death or transfer 

of their fund into another pension scheme. 

1.7 The final bonus is calculated as a flat percentage of the total accrued bonus interest.   The 

percentage rate is not fixed, nor is it guaranteed.   The rate is reviewed regularly, usually on 1 January 

and 1 July each year, and it can go up or down.   In determining final bonuses the aim, over the long 

term, is to pay out maturing policies as a group and on average 100% of the value of the underlying 

Sub-Fund.   Sometimes, and in certain market conditions, this can involve reducing the final bonus to 

ensure fairness to all policyholders across all generations.    

2. Investment Objectives 

2.1 AVIVA describes the Fund Objective of the underlying With-Profits Fund as follows: 

“Our With-Profit Fund offers the potential for returns that are higher than those 

received from a bank or building society average savings account.  Although the fund 

has no fixed term, you should be prepared to invest for at least 5 to 10 years.  The main 



difference between with-profits and other more volatile investments is that the value is 

smoothed over the long term.” 

2.2 The Trustees apply the same investment objective to the Scheme, subject to certain 

guarantees which prevent contributions to the Scheme reducing in value in absolute terms from the 

date of investment. 

3. Performance Review 

Guaranteed pension benefits 

3.1 The Table at Appendix 1 shows (in column A) how a Scheme policy with a “Fund Value” of 

£10,000 in May 2023, excluding any final bonus and without any additional contributions, would 

have increased in value net of costs over a period of 20 years to June 2023 with the addition of bonus 

interest each year, comparing this against (in column B) an equivalent £10,000 investment in the 

BlackRock Cash Fund over the same period and (in column C) an equivalent £10,000 investment 

increased in line with the RPI.   The BlackRock Cash Fund invests in cash and money market 

instruments and Short Term Money Market Funds, the returns on which are thought broadly to 

represent the returns on bank and building society average accounts during the period in question. 

3.2 The Table shows that over the 20 year period from 2003 to 2023 the guaranteed element of 

members’ benefits in the Scheme (ie. “Fund Value”), excluding any final bonus:  

 achieved cumulative returns approximately 52.9% higher overall than might have been 

achieved investing in the BlackRock Cash Fund; and  

 kept pace cumulatively with inflation (measured by reference to the RPI) for the first 19 

years, before slipping behind inflation in 2023. 

Overall pension benefits (including non-guaranteed final bonus) 

3.3 The Table at Appendix 2 is the same as the Table at Appendix 1, save that (in column A) it 

charts increases in the overall “Transfer Value” of a Scheme policy (including final bonus uplift), 

rather than the “Fund Value”.    

3.3 The Table shows that over the 20 year period from 2003 to 2023 the Transfer Value of a 

Scheme policy without additional contributions:  

 achieved cumulative returns approximately 120.9% higher overall than would have been 

achieved investing in the BlackRock Cash Fund; and  

 achieved a cumulative real return approximately 36.5% above inflation by reference to the 

RPI. 

3.4 Over the assessment period of 20 years the Scheme is considered to have met the investment 

objectives referred to in paragraph 2, with limited or no risk to capital invested and any bonus interest 

awarded, and relatively low overall volatility. 
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