STATUTORY INSTRUMENTS

2012 No. 688
POSTAL SERVICES

The Postal Services Act 2011 (Transfer of Assets) Order 2012

Made - - - - 8th March 2012
Laid before Parliament 9th March 2012

Coming into force in accordance with article 1(2)

The Secretary of State makes the following Order in exercise of the powers conferred by sections
21, 22, 25, 26(1), and 89(2) of the Postal Services Act 2011(a). The Secretary of State has
consulted the parties required by section 25(1), obtained consent of the Treasury in accordance
with section 25(2), and makes this Order in compliance with section 22(1) of the Postal Services
Act 2011:

Citation, commencement and interpretation
1.—(1) This Order may be cited as the Postal Services Act 2011 (Transfer of Assets) Order
2012.

(2) Article 1(1) and (2) will come into force on 31 March 2012, and articles 1(3) and 2 to 9 will
come into force on a day to be specified by Order made under section 25(4) and (5) of the Postal
Services Act 2011.

(3) In this Order—

“Adjusted Final Transfer Amount” means the Final Transfer Amount adjusted in accordance
with whichever of paragraphs 9 or 12 of Schedule 6 (assets comprising the transfers) applies;

“Amended RMPP Rules” means the trust deed and rules governing the RMPP as amended by
article 11 but not article 13 of the Benefits Order;

“Associated Liability” means any liability related to an Asset or Claim (where Asset has the
meaning given in Schedule 5 (further provision about transfer of assets));

“Benefits Order” means the Postal Services Act 2011 (Transfer of Accrued Pension Rights)
Order 2012(b);

“Claim” has the meaning given in Schedule 5;
“Cut-Off Date” and “Effective Date” both mean 31 March 2012;

“Estimated Final Transfer Amount” is the amount calculated in accordance with paragraph 9
of Schedule 1;

“Estimated Final Transfer Amount Portfolio” has the meaning given in paragraph 4 of
Schedule 6;

“Final Transfer” has the meaning given in article 6(a);

(a) 2011 c.5.
(b) S.I No.2012/687.



“Final Transfer Amount” is the amount calculated in accordance with paragraph 10 of
Schedule 1;

“Final Transfer Date” means the fifth business day after the day on which the Government
Actuary verifies that the calculation of the Final Transfer Amount is complete in accordance
with article 3(b);

“Fund” means BIS (Postal Services Act 2011) Company Limited (registered number
7941521);

“Fund Subsidiary” means BIS (Postal Services Act 2011) B Company Limited (registered
number 7970529);

“Gilts” means stock or bonds of any of the descriptions included in Part I of Schedule 11 to
the Finance Act 1942(a);

“Government Actuary” means the Government Actuary or the Deputy Government Actuary;
“Interim Transfer” has the meaning given in article 5(a);

“Interim Transfer Amount” is the amount calculated in accordance with paragraph 8 of
Schedule 1;

“money purchase benefits” has the meaning given by the words used to define “money
purchase benefits” at section 181 of the Pension Schemes Act 1993(b) read together with
section 29 of the Pensions Act 2011(c);

“Transfer” is the Interim Transfer or the Final Transfer, as the case may be, and “Transfers”
means both of them; and

“Trustee” means Royal Mail Pensions Trustees Limited or such other person who is trustee of
the RMPP as at the applicable time.

Determination of Transfer Amounts

2. The Government Actuary must determine—

(a) the Interim Transfer Amount, the Estimated Final Transfer Amount and the Final
Transfer Amount in accordance with Schedules 1, 2, and 3, and

(b) the Adjusted Final Transfer Amount in accordance with those Schedules and also
paragraphs 9 and 12 of Schedule 6.
3. The determinations must be made at the following times—

(a) the Interim Transfer Amount, the Estimated Final Transfer Amount must be determined
as soon as is reasonably practicable after the Effective Date.

(b) The Final Transfer Amount must be determined as soon as is reasonably practicable after
the time that the Government Actuary is able to make that determination;

(¢) The Adjusted Final Transfer Amount must be determined as soon as is reasonably
practicable after the Final Transfer Date.

Interim and Final Transfers

4. The Trustee must make the Transfers in accordance with articles 5 to 9.

5. The Interim Transfer—

(a) is the transfer of an amount of assets which have a value, determined in accordance with
Schedule 4, as at the Effective Date equal to the Interim Transfer Amount, together with
any Associated Liabilities and Claims related to those assets, and

(a) 1942 c.21. Part | of Schedule 11 was amended by the Finance Act 1963 (c.25), Schedule 14, Part 7; the National Loans Act

1968 (c.13), Schedule 6, Part 2); the Statute Law (Repeals) Act 1986 (c.12), Schedule 1, Part 2; and the Finance Act 1989
(¢.26), Schedule 17, Part 14.

(b) 1993 c.48.

(o)

2011 c.19.



(b) must take effect at the time provided for by whichever of paragraphs 2, 5, 6, 7, 8,9 or 10
of Schedule 5 applies in respect of each asset.
6. The Final Transfer—

(a) 1is the transfer of an amount of assets which have a value, determined in accordance with
Schedule 4, as at the Final Transfer Date equal to the Adjusted Final Transfer Amount,
together with any Associated Liabilities and Claims related to those assets, and

(b) must take effect at the time provided for by whichever of paragraphs 2, 5, 6, 7, 8, 9 or 10
of Schedule 5 applies in respect of each asset.

7. The Transfers are to the Fund, other than in respect of any assets listed at paragraph 2 of
Schedule 6, which are to the Fund Subsidiary.

8. The Transfers are subject to Schedule 5 which makes provision in respect of the Transfers and
arrangements relating to the assets, Associated Liabilities and Claims.
9. Schedule 6 makes further provision about—
(a) the assets comprising the Transfers,

(b) the investment by the Trustee of assets in the Estimated Final Transfer Amount Portfolio,
and

(c) the calculation of the Adjusted Final Transfer Amount.

Norman Lamb
Parliamentary Under Secretary of State for Employment Relations, Consumer and Postal Affairs

7th March 2012 Department for Business, Innovation and Skills
Michael Fabricant

James Duddridge

8th March 2012 Two of the Lords Commissioners of Her Majesty’s Treasury



SCHEDULE 1 Article 2
CALCULATION OF TRANSFER AMOUNTS

Definitions

1. In this Schedule—
“C” means the Cut-Off Date (31 March 2012);
“E” means the Effective Date (31 March 2012);
“F” means the Final Transfer Date;
“Interim Calculation Date 17 or “I1” means 30 September 2011;
“Interim Calculation Date 2” or “I2” means 31 January 2012;
“Interim Calculation Date 3” or “I3” means 31 March 2011;
“Market Value Adjustment 1” or “MVA1” has the meaning given in paragraphs 5 and 6;
“Market Value Adjustment 2” or “MVA2” has the meaning given in paragraphs 5 and 7;
“RMPP Cut-Off Date Rules” has the meaning given in Schedule 1 of the Benefits Order(a);

“RMPP A,” means the audited value of the assets of the RMPP (determined in accordance
with paragraphs 3 and 4) as at a particular date X (being a date before the Interim Transfer is
made);

“RMPP A’,” means the estimated value of the assets of the RMPP (determined in accordance
with paragraphs 3 and 4) as at a particular date X (being a date before the Interim Transfer is
made);

“RMPP Lsay” means the liabilities of the RMPP (determined in accordance with paragraph
(2)) where—

“S” represents the date up to and including which members’ service is measured for the
calculation;

“A” represents the date as at which the financial assumptions are to be determined for the
purpose of the calculation;

“M” represents the date of the membership (but not service) and salary data to be used in
the liability calculation;

“RMPP FLxy” means the funding level of the RMPP, which is calculated as—
RMPP A,
RMPPL,,,

(where Y, X, and X have the role of S, A and M respectively by reference to the definition of
RMPP LS AM);

“RMPP FL'xyza” means the estimated funding level of the RMPP, which is calculated as—

RMPP 4,
RMPPL,,, x MVAI

(where Y, Z and A have the role of S, A and M respectively by reference to the definition of
RMPP LS AM);

(a) S.I2012/687.



Basis for calculating the liabilities of the RMPP
2. The liabilities of the RMPP must be determined—

(a) using the standard actuarial method known as the projected accrued benefit method;
(b) on the basis of the financial assumptions in Schedule 2;
(c) on the basis of the demographic assumptions in Schedule 3;

(d) by reference to the applicable trust deed and rules governing the RMPP and membership
as provided for in paragraph 11;

(e) without reference to any liabilities in respect of money purchase benefits; and

(f) including provision for members’ contractual added years purchased by the payment of
additional voluntary contributions.

Basis for calculating the value of the RMPP assets
3. The assets of the RMPP must be valued applying the methodology in Schedule 4.

4. For the purposes of that valuation—
(a) the value of the assets includes net current assets and liabilities, but excludes—
(1) any assets and liabilities relating to money purchase benefits, and

(i1) any contributions paid to the RMPP in advance of the Effective Date but in respect
of amounts falling due after this date under the schedule of contributions for the
RMPP (as defined in section 227(2) of the Pensions Act 2004(a)), and

(b) the obligations of the Trustee to make the Transfers must be disregarded.

Adjustments for market value at time of transfer

5. Paragraphs 6 and 7 set out the adjustment (the “Market Value Adjustment” or “MVA”) which
must be made when calculating the Interim Transfer Amount and the Estimated Final Transfer
Amount in respect of the period between the Interim Calculation Date 2 and the Effective Date.

6. The “Market Value Adjustment 1” or “MVA1” must be determined by the Government
Actuary, based on the returns achieved between those dates on a weighted portfolio of index-
linked Gilts of similar duration to the liabilities of the RMPP, by reference to the Amended RMPP
Rules.

7. The “Market Value Adjustment 2” or “MVA2” is defined as the greater of—
(a) MVAI, and
(b) 100%.

Calculation of Interim Transfer Amount

8. The Interim Transfer Amount is dependent on the Estimated RMPP Funding Level as at the
Effective Date (RMPP FL'g ¢ 1> 13) and must be determined as follows—
If RMPP FL'g ¢ 12 13 <100% then—

Interim Transfer Amount = [RMPP A’g] — [1.25 x RMPP L¢ 1, 1 x MVA2]

If RMPP FL/E cRB> 100% then—

(a) 2004 c.35.



Interim Transfer Amount = [RMPP A'g] — [1.25 x RMPP L¢ ;, 1 x MVA2
x RMPP FL'g ¢ 3] where RMPP L¢ 1 is calculated by reference to the Amended
RMPP Rules.

Calculation of Estimated Final Transfer Amount

9. The Estimated Final Transfer Amount is dependent on the Estimated RMPP Funding Level as
at the Effective Date (RMPP FL'g ¢ 1; 13) and must be determined as follows—

If (RMPP FL'E CcCI2 13) 5100% then—

Estimated Final Transfer Amount = [RMPP A'g — RMPP L¢ 1, ;1 x MVAT1 — Interim
Transfer Amount]

If RMPP FL/E cRen> 100% then—

Estimated Final Transfer Amount = [(RMPP A’g) — (RMPP L¢ p 3 x MVAI x
RMPP FL'g ¢ 12 3) — Interim Transfer Amount]

Calculation of Final Transfer Amount

10. The Final Transfer Amount is dependent on the RMPP Funding Level as at the Effective
Date (RMPP FLg ¢) and must be determined as follows—

If (RMPP FLg ¢) <100% then—
Final Transfer Amount = [RMPP Ag — RMPP L g g — Interim Transfer Amount]

If RMPP FLg ¢ > 100% then—

Final Transfer Amount = [(RMPP Ag) — (RMPP L g g x RMPP FLg () — Interim
Transfer Amount]

For the purpose of this paragraph the Interim Transfer Amount must be determined as the
audited value of assets that were transferred in the Interim Transfer (as at the Effective
Date).

Applicable trust deed and rules governing the RMPP and members when calculating the
liabilities of the RMPP

11. In the above calculations, liabilities of the RMPP must be determined by reference to the
trust deed and rules governing the RMPP and membership as follows—

(a) RMPP FL'g ¢ 1 13 will be calculated by reference to the RMPP Cut-Off Date Rules. The
calculation will be based on liabilities in respect of all members of the RMPP at the end
of Interim Calculation Date 3; and

(b) RMPP FLg ¢ will be calculated by reference to the RMPP Cut-Off Date Rules. The
calculation will be based on liabilities in respect of all members of the RMPP at the end
of the Cut-Off Date; and

(¢) RMPP L¢ p 1y will be calculated by reference to the Amended RMPP Rules. The
calculation will be based only on liabilities in respect of members of the RMPP who are
active members at the end of Interim Calculation Date 1; and

(d) RMPP L¢ g g will be calculated by reference to the Amended RMPP Rules. The
calculation will be based only on liabilities in respect of members of the RMPP who are
active members at the end of the Effective Date.



SCHEDULE 2
FINANCIAL ASSUMPTIONS

Article 2

The liabilities of the RMPP must be determined using the financial assumptions set out in this

Schedule.

Nominal discount
rate

Term-dependent discount rate equal to the spot yield on UK nominal gilts
plus a margin of 0.41% pa post-retirement and 1.01% pre-retirement.

RPI inflation

Term-dependent inflation rate equal to the UK gilt implied inflation spot
yield.

Real discount
rate (net of RPI)

Term-dependent assumption derived at each duration geometrically from
nominal discount rate and RPI inflation assumptions, where:
(1 + real discount rate) = (1 + nominal discount rate)/(1 + RPI inflation)

Differential
between RPI and
CPI inflation

Annual CPI inflation to be assumed lower than annual RPI inflation by the
following margins (where for example 2012-13 means 1 April 2012 to 31
March 2013)—

- 2012/13 - 0.6%

- 2013/14-0.8%

- 2014/15-1.1%

- 2015/16 - 1.6%

- 2016/17 - 1.9%

- 2017/18 - 1.578%

- 2018/19-1.310%

- 2019/20 - 1.088%

- 2020/21-0.903%

- 2021/22 and thereafter - 0.750%

Salary growth

- April 2012: 3.5% nominal(a)

- Thereafter: 1% pa in excess of RPI inflation
In each case adjusted for clerical staff in accordance with the age-related scale
shown in Schedule 3.

Pension increases

In line with the relevant inflation index (RPI or CPI) according to the
provision of the appropriate section of the Amended RMPP Rules, with no
adjustment for caps or floors.

Expense reserve

1.2% of the liability for active members at the end of the Cut-Off Date
assessed by reference to the RMPP Cut-Off Date Rules.

(a) Annual increases are assumed to take place in April each year.




SCHEDULE 3 Article 2
DEMOGRAPHIC ASSUMPTIONS

1. The liabilities of the RMPP must be determined using the demographic assumptions set out in
this Schedule.
Mortality

2.—(1) The mortality tables that must be used in deferment and after retirement in respect of a
member and the member’s dependants are set out in the following table—

Amount of pension Base table Improvements

in 2012 terms
Male Less than £4,802 pa 120% S1PMA 100% Medium/Long cohort
members 2.0% tapered floor from 2009
Male £4,802 - £7,995 pa 114% S1PMA 100% Medium/Long cohort
members 2.0% tapered floor from 2009
Male £7,995 - £15,280 pa 99% S1PMA 100% Medium/Long cohort
members 2.0% tapered floor from 2009
Male Over £15,280 pa 89% SIPMA L 100% Medium/Long cohort
members 2.0% tapered floor from 2009
Male All pension amounts 101% S1PMA 100% Medium/Long cohort
dependants 2.0% tapered floor from 2009
Female All pension amounts 96% S1DFA 75% Medium/Long cohort
members 2.0% tapered floor from 2009
Female All pension amounts 106% S1DFA 75% Medium/Long cohort
dependants 2.0% tapered floor from 2009

(2) The amount of pension used to determine the base mortality tables for male RMPP members
must be determined based on the following—

(a) for pensioners, the amount of pension in payment;

(b) for deferred pensions, the amount of the member’s deferred pension at the valuation date;
and

(c) for active members, the amount of the member’s projected pension at retirement,
estimated in 2012 terms.

(3) The mortality tables are those produced by the Institute and Faculty of Actuaries Continuous
Mortality Investigation with a year of use of 2012 after allowing for the mortality improvements
specified under (4) and (5). SIPMA represents the SAPS series 1 table for all male pensioners
excluding dependants, based on amounts. SIPMA L represents the equivalent light table. SIDFA
represents the SAPS series 1 table for female dependants, based on amounts.

(4) All the base tables used must also include an allowance for medium cohort improvements
with a 1.5% per annum minimum rate of improvement (floor) from the date of the tables up to
2009.

(5) Medium/Long cohort represents a blend of 50% medium cohort improvements and 50% long
cohort improvements from 2009 onwards.

(6) Future ill-health retirees shall be assumed to be subject to the above mortality on the basis
that the members were born 3 years earlier than their actual date of birth; no adjustment is to be



made to the standard mortality assumption for pensioners who have already retired on ill health
grounds.

(7) Future death in-service rates must be assumed to follow the rates applicable to calendar year
2003 based on the standard PMA92 (males) and PFA92 (females) tables, as appropriate, in each
case with the medium cohort mortality improvement rates.

Proportion married and age differences of members and dependants

3.—(1) The following table shows the assumed proportion of members that are married and
assumed age differences of members and dependants—

Age Proportion of members that are married Age difference (years)
[male — female]
Male Female
20 0.800 0.032 0.5
25 0.800 0.256 1.0
30 0.800 0.532 1.5
35 0.800 0.672 2.0
40 0.800 0.707 2.5
45 0.800 0.723 3.0
50 0.800 0.731 3.0
55 0.800 0.738 3.0
60 0.800 0.742 3.0
65 0.800 0.746 3.0

(2) After age 65 it is assumed that males are three years older than females.

(3) The assumed proportion married after Normal Retirement Date must be calculated using the
proportion at Normal Retirement Date adjusted thereafter by the assumed dependant’s mortality.
Voluntary withdrawal and ill-health retirement

4.—(1) The following table shows the assumed rates of voluntary withdrawal and ill health
retirement in the year following the age shown—

Age Voluntary withdrawal rate Ill-health retirement rate
Male Female

20 0.1700 0.0004 0.0004
25 0.1200 0.0004 0.0004
30 0.0700 0.0004 0.0004
35 0.0430 0.0005 0.0005
40 0.0360 0.0008 0.0008
45 0.0285 0.0011 0.0011
50 0.0210 0.0011 0.0015
55 0.0135 0.0075 0.0084
60 0.0000 0.0075 0.0131




(2) No allowance may be made for members retiring before their Normal Retirement Date in
normal health, and no allowance is to be made for the exercise of members’ options such as
commutation. A member’s Normal Retirement Date is 60 for pensionable service up to 31 March
2010 and 65 for pensionable service after this date. Members who have already attained age 60
must be assumed to retire immediately or at age 65, whichever is later.

Age-related salary scale

5. The age-related adjustment used for clerical staff is calculated as the ratio of the figures from
the scale at the relevant ages.

Age Males Females
20 1262 1262
25 1658 1554
30 2076 1785
35 2465 1956
40 2755 2108
45 2925 2271
50 2991 2446
55 2991 2635
60 2991 2838

6. The tables of assumptions set out in this Schedule show sample rates at quinquennial ages,
rates at intermediate ages are consistent with the rates shown.

10



SCHEDULE 4 Articles 5 and 6
ASSET VALUATION METHODOLOGY

1. The assets must be valued according to UK generally accepted accounting practices (UK
GAAP) and the Statement of Recognised Practice ‘Financial Reports of Pension Schemes’
(Revised May 2007) as produced by the Pensions Research Accountants Group.

2. The assets constituted by the Trustee’s rights and interests listed in paragraph 3 must be
valued as at the close of business on 31 December 2011, adjusted by the Total Return on the GBP
MSCI World Standard Core Equity index between 31 December 2011 and—

(a) in the case of the Interim Transfer Amount, the Estimated Final Transfer Amount and the
Final Transfer Amount, the Effective Date; and

(b) in the case of the Adjusted Final Transfer Amount, the Final Transfer Date.
3. The assets referred to in paragraph 2 are the Trustee’s rights and interests in the following
holdings or funds—
(a) Pantheon SA 203 L.P.;
(b) Pathway Private Equity Fund IV, LP;
(c) Hamilton Lane COPTL, L.P;
(d) HPEIIL.P.

4. Assets of the RMPP other than those in paragraph 3 must be valued—

(a) in the case of the Interim Transfer Amount, the Estimated Final Transfer Amount and the
Final Transfer Amount, as at close of business on the Effective Date;

(b) in the case of the Adjusted Final Transfer Amount, as at close of business on the Final
Transfer Date.

11



SCHEDULE 5 Article 8
FURTHER PROVISION ABOUT TRANSFER OF ASSETS

1. In this Schedule—

(@)

(b)

(©

(d)

(e)

“Assets” means any of the property and rights held for the purposes of the RMPP,
whether held by or on behalf of or for the benefit either of the Trustee in its capacity as
trustee of the RMPP or any Relevant Trustee, but excluding any Assets that are also
Claims. Assets include—

(i) Cash;

(i1) property and rights that would not, but for the provisions of this Schedule, be capable
of being transferred or assigned;

(iii) property situated anywhere in the United Kingdom or elsewhere;

(iv) contractual rights, other than contractual rights and liabilities in respect of a service
provider to the Trustee, an adviser or employee of either the Trustee or the premises
and operations of the Trustee, but including those contracts referred to in paragraph 9
and contracts relating to any property referred to in Paragraph (iii) above; and

(v) rights under the law of any part of the United Kingdom or of any country or territory
outside the United Kingdom, whether or not those rights and liabilities are
ascertained at the time a Transfer occurs.

References to Assets in this Schedule do not include Assets which will not comprise a
Transfer;

“Claim” means a right of action of the Trustee in issue in any action before a court or
adjudicatory body in the United Kingdom or abroad (whether existing, ongoing,
contemplated, threatened or potential), including a right that would not, but for the
provisions of this Schedule, be capable of being transferred or assigned, and that is
related to or connected with—

(1) any Asset that is transferred to the Fund under paragraph 2 or 5(2) or to which
paragraph 7 applies;

(i1) any contract to which paragraph 9 or 10 applies; or

any tax paid or payable by the Trustee, or which any revenue authority asserts is so
payable, in respect of the Assets transferred to the Fund under paragraph 2 or 5(2) or
to which paragraph 7 applies, or in respect of the services to which any contract to
which paragraph 9 or 10 relates;

“Relevant Trustee” means any person (other than the Trustee) who is acting in the
capacity of a trustee or custodian of or nominee for the RMPP;

subject to paragraph (f)—
(1) a reference to the transfer of an Asset to the Fund shall mean the transfer to and

vesting in the Fund of title to, beneficial interest in and any rights in respect of that
Asset;

(i) a reference to the transfer of a Claim to the Fund shall mean the transfer to and
vesting in the Fund of title to, beneficial interest in and any rights and liabilities or
other obligations in respect of that Claim, including rights that would not otherwise
be capable of being transferred or assigned; and

(iii) a reference to the transfer of any Associated Liability to the Fund shall mean the
transfer to and vesting in the fund of any liabilities or other obligations in respect of
that Associated Liability;

in relation to the assets listed at paragraph 2 of Schedule 6, and any Associated Liabilities
in respect of those assets, and any Claim that is related to or connected with those assets,

12



a reference in the provisions of this Schedule to the Fund shall be read as a reference to
the Fund Subsidiary; and

(f) if any Assets are held by or on behalf of or for the benefit of a Relevant Trustee, a
reference in the provisions of this Schedule to the Trustee shall be read as a reference to
the Relevant Trustee in relation to those Assets, any Associated Liabilities in respect of
them, and any Claim related to or connected with them.

Obligation to transfer Assets

2.—(1) The Trustee must transfer the Assets comprising the Transfers and each Associated
Liability to the Fund or procure the transfer of the Assets comprising the relevant Transfer and
each Associated Liability to the Fund.

(2) The Trustee must transfer the Assets and each Associated Liability that relates to them on or
as soon as reasonably practicable after—

(a) the Effective Date if the Assets comprise part of the Interim Transfer, or
(b) the Final Transfer Date if the Assets comprise part of the Final Transfer.
(3) This paragraph does not apply in respect of Assets or Associated Liabilities to which
paragraph 4, 5, 6 or 9 apply.

3. Until the time that an Asset comprising a Transfer and any Associated Liability that relates to
it, is transferred, paragraph 7 shall apply in respect of that Asset and Associated Liability, unless
the Fund has served a notice under paragraph 4(3).

Where transfer would incur material cost

4.—(1) If the Trustee considers, for any reason, that a transfer to the Fund of any Asset would
(notwithstanding paragraphs 12 and 13) incur or require a material charge, penalty or market value
adjustment or otherwise materially reduce the value of the Asset or incur or require a material
charge or penalty under or cause the termination of any agreement ancillary to or connected with
such Assets—

(a) the Trustee must not transfer the Asset or any Associated Liability related to it until the
Fund has provided consent for the Asset and Associated Liability to transfer; and

(b) until the Asset transfers, paragraph 7 applies in respect of that Asset and any Associated
Liability related to it.

(2) The Trustee must provide written confirmation to the Fund if it considers that an Asset falls
within this paragraph.

(3) Upon receipt of the written confirmation under sub-paragraph (2), the Fund may serve a
notice on the Trustee that paragraph 7(a) does not apply to that Asset.

Where the Trustee is unable to transfer an Asset
5.—(1) This paragraph applies to an Asset that the Trustee is (or, but for this paragraph, would
be) unable to transfer because—
(a) there is a legal requirement to obtain the consent of a third party; or
(b) any other legal restriction applies.

(2) If an Asset falls within this paragraph and it is not constituted by any foreign property or
right, either—

(a) in respect of any such Asset that is constituted by rights under any contract, trust or other
arrangement, the Fund will become a party to that contract, trust or other arrangement, in
place of and on the same terms as applied to the Trustee immediately before that time on
the first business day after the Effective Date or the Final Transfer Date; or

13



(b) in respect of any such Asset not falling within (a), this sub-paragraph applies to override
the legal requirement or restriction described in sub-paragraph (1), and the Trustee shall
take all reasonable steps to transfer the asset as soon as is practicable.

(3) Paragraph 7 applies in respect of an Asset that falls within this paragraph and is constituted
by any foreign property or right and any Associated Liability related to that Asset, until that Asset
transfers.

(4) The Trustee must provide written confirmation to the Fund if it considers for any reason that
an Asset falls within this paragraph, specifying whether the Asset falls within sub-paragraph

(2)(@), 2(b) or (3).

6.—(1) This paragraph applies where the Trustee is unable to transfer any Associated Liability
because—

(a) there is a legal requirement to obtain the consent of a third party; or
(b) any other legal restriction applies.

(2) If an Associated Liability falls within this paragraph and it is not constituted by any rights or
obligations arising under foreign law, either—

(a) in respect of an Associated Liability that is constituted by rights under any contract, trust
or other arrangement, the Fund will become party to that contract, trust or other
arrangement, in place of and on the same terms as applied to the Trustee immediately
before that time; and

(b) in respect of an Associated Liability not falling within (a), this sub-paragraph applies to
override the legal requirement or restriction described in sub-paragraph (1), and to the
extent that the Associated Liability does not transfer with the Asset to which it relates, the
Trustee shall take all reasonable steps to transfer the Associated Liability as soon as is
practicable.

(3) Paragraph 7 applies in respect of an Associated Liability that falls within this paragraph and
is constituted by rights or obligations arising under foreign law, until that Associated Liability
transfers.

(4) The arrangements provided for by paragraphs (a) and (b) above shall take effect at the
following time in respect of each Associated Liability—

(a) in the case of an Associated Liability that relates to an Asset which the Trustee transfers
to the Fund under paragraph 2 or 5(2)(b), or to which paragraph 5(2)(a) applies, at the
time that the transfer takes effect in respect of the Asset; and

(b) in the case of an Associated Liability that relates to a Claim which the Trustee transfers to
the Fund under paragraph 8, at the time that the transfer takes effect in respect of the
Claim; and

(c) in the case of an Associated Liability that relates to a contract to which paragraph 9 or 10
applies, at the time the arrangements provided for in the relevant paragraph come into
effect in respect of that contract.

(5) The Trustee must provide written confirmation to the Fund if it considers for any reason that
an Associated Liability falls within this paragraph, specifying whether the Associated Liability
comes within sub-paragraph (2)(a), 2(b) or (3).

Assets to be held on trust and discharge of Associated Liabilities

7. In relation to any Asset or Associated Liability to which this paragraph applies, the Trustee
must, with effect on and from the first business day after the Effective Date or the Final Transfer
Date, as applicable—

(a) hold that Asset, and any proceeds of or income derived from that Asset, on trust for the
benefit of the Fund;

(b) deal with, exercise rights under or apply that Asset at the direction of the Fund;
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(©)
(d)

transfer to the Fund (or apply at the Fund’s direction in relation to the Asset) any
proceeds of or income derived from that Asset; and

discharge that Associated Liability on behalf of the Fund.

Transfer of Claims

8. Claims, and each Associated Liability related to them, transfer from the Trustee to the Fund
as follows—

(@)

(b)

(©)

in relation to any Claim before any court or other adjudicatory tribunal in the United
Kingdom, other than any Claim that relates to an Asset to which paragraph 4 or 5(3)
applies, the interest in the Claim and any Associated Liability related to it will pass from
the Trustee to the Fund and the Fund is deemed to be substituted for the Trustee as a party
to the Claim,;

in relation to any Claim before any foreign court or adjudicatory tribunal, or any Claim
that relates to an Asset to which paragraph 4 or 5(3) applies, the Trustee must as soon as
practicable take such steps as are reasonably available and advisable under applicable law
to transfer the interest in the Claim and any Associated Liability related to it, and enable
the Fund to pursue or defend the Claim in substitution for the Trustee, and until such
time, if any, that the Claim is transferred and the Fund is substituted, paragraph 7 shall
apply as if the references to an Asset were to a Claim; and

the arrangements provided for by paragraphs (a) and (b) above shall take effect at the
following time in respect of each Claim—

(1) in the case of any Claim that relates to an Asset which the Trustee is able to transfer
to the Fund under paragraph 2, at the time that the transfer takes effect in respect of
the Asset;

(i1) in the case of any Claim that relates to an Asset to which paragraph 5(2) applies, at
the time that the transfer takes effect in respect of the Asset;

(iii) in the case of any Claim that relates to an Asset to which paragraph 7 applies, at the
time that paragraph takes effect in respect of that Asset;

(iv) in the case of any Claim that relates to a contract to which paragraph 9 or 10 applies,
at the time the arrangements provided for in the relevant paragraph come into effect
in respect of that contract; and

(v) in the case of any Claim that does not relate to any specific Asset, on the first
business day after the Effective Date.

(2) The Trustee must provide written confirmation to the Fund where a Claim falls within this
paragraph, specifying whether the Claim comes within sub-paragraph (1)(a) or (b).

Transfer under investment management agreements

9. Rights and liabilities of the Trustee under or in respect of contracts relating to the investment
management of Assets which are transferred to the Fund in their entirety under article 5 or 6 are
novated to the Fund on the first business day after the Effective Date or the Final Transfer Date, as
applicable, and—

(@)
(b)

the Trustee will have no continuing rights and liabilities under the original contract;

the Fund is deemed to have been party to the agreement in place of the Trustee from the
commencement of the agreement, and assumes all rights and liabilities accrued under the
agreement, including any liabilities which become payable after the novation of the
agreement becomes effective.

10.—(1) Where a service is provided by a person to the Trustee under a contract relating to the
investment management of assets of the RMPP and only part of those assets are transferred to the
Fund under this Order, the Trustee must, if required by the Fund—
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(a) use the service for the benefit of the Fund, or a nominee of the Fund, in whole or in part;
or

(b) provide for the Fund, or a nominee of the Fund, to enjoy the benefit, in whole or in part,
of that service.

(2) The Trustee must serve a notice to a person providing a service under a contract that falls
under this paragraph explaining the Fund’s requirements under sub-paragraph (1).

(3) Upon receipt of a notice under sub-paragraph (2), a person providing a service under a
contract that falls under this paragraph must provide the service to the Fund, directly, to the extent
specified in such notice.

General provision

11. Paragraphs 5, 6, 7, 8, 9 and 10 of this Schedule are binding on all persons, even if, apart
from these paragraphs, the provisions made by them would have required the consent or
concurrence of any person.

12. Save as otherwise provided by this Order, no interest or right of any third party arises or
becomes exercisable in respect of any property, right or liability of the Trustee (whether nor not
transferred by this Order) by virtue of or in connection with—

(a) the making of this Order,
(b) anything done by, under, by virtue of or in consequence of this Order, or
(c) anything omitted to be done by virtue of or in consequence of this Order.
13. Save as otherwise provided by this Order, no liability or obligation arises or is incurred by

any third party in respect of any property, right or liability of the Trustee (whether or not
transferred by this Order) by virtue of or in connection with—

(a) the making of this Order,
(b) anything done by, under, by virtue of or in consequence of this Order, or
(c) anything omitted to be done by virtue of or in consequence of this Order.
14. Any reference in any agreement, document or instrument of any description to the Trustee
(or any other person who is or was trustee of the RMPP at the time such agreement, document or

instrument was entered into) has effect as a reference to the Fund so far as necessary for the
purposes of giving effect to paragraphs 5(2)(a), 6(2)(a), 7, 8 and 9 of this Schedule.

15. The Trustee must, as soon as reasonably practicable after the completion of each of the
Transfers, provide to the Fund written confirmation of—
(a) the Assets that have been transferred,

(b) the contracts to which paragraphs 9 and 10 apply.
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SCHEDULE 6 Article 9
ASSETS COMPRISING THE TRANSFERS

Composition of Interim Transfer

1. The Trustee must not include the following assets in the Interim Transfer—
(a) properties comprising the following addresses—
Ryder Court, 18-20 Bury Street and 73-76 Jermyn Street London SW1Y 6NP,

35, 37, 37A, 38, 38A and 35B George Street and 19 St James’s Cottages, Paradise Road,
Richmond TW9 1HY

The Loom Retail & Leisure Park, Spinning Jenning Way, Leigh, WN7 4PE
201-209 High Street, Cheltenham GL50 3JH

145 Morningside Road, Edinburgh, EH10 4AX

Exe Bridges Retail Park, Alphington Street, Exeter EX4 1AH

St Nicholas Gate Retail Park, Carlisle CA1 2EA

Bricklayers Arms, Mandela Way London SE1 5SP

1 to 87 Crick House, Station Place Cambridge CB1 2FA

1 to 19 Aston House, Brookgate Cambridge CB1 2BP

1 to 48 Bragg House, Brookgate Cambridge CB1 2AA

(b) a 33% share of the Trustee’s interest in Hamilton Lane COPTL, L.P., which is as far as
reasonably practicable a pro-rata proportion of that interest immediately prior to the
Interim Transfer;

(c) the account managed by Hermes known as The Royal Mail Pension Plan re: Residual
Positions, Account number 63815;

(d) the assets forming part of the assets managed by Beach Point Capital Management, L.P.
which—

(i) are as far as reasonably practicable a pro-rata proportion of those assets immediately
prior to the Interim Transfer; and

(i) have an aggregate value equal to 4% of the liabilities remaining with RMPP as
estimated for the purposes of the Interim Transfer pursuant to article 5 such that—

Value = 4% x RMPP L¢ 1 ;; x MVAT (as such terms are defined in Schedule 1); and
(e) the assets relating to money purchase benefits, as defined in Schedule 1.
2. If any of the following assets are held by or on behalf of the Trustee at the Effective Date,
they must be included in the Interim Transfer—
(a) One Ordinary Share of £1 in Hermes Factory Outlets GP Limited,
(b) One Ordinary Share of £1 in Talke General Partner Limited;
(¢) One B Ordinary share of £1 in Highcross (GP) Limited;
(d) 22,050 A Ordinary shares of £0.01 in Tower General Partner Limited.

Estimated Final Transfer Amount Portfolio

3.0n or as soon as practicable following the calculation of the Estimated Final Transfer
Amount, the Trustee must invest assets with a value as at the Effective Date equal to the Estimated
Final Transfer Amount in the Estimated Final Transfer Amount Portfolio.
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4. The “Estimated Final Transfer Amount Portfolio” is a portfolio, invested by the Trustee under
paragraph 3, comprised of assets invested in accordance with the following investment strategy,
under the management of the following investment managers—

Investment Manager Mandate Percentage
Walter Scott Global Unconstrained Equities 5%
Blackrock Cash 75%
Wellington Global Investment Grade Credit 20%

5. The Trustee must maintain the Estimated Final Transfer Amount Portfolio, and until it has
made the Final Transfer, must not transfer funds between the mandates within the Estimated Final
Transfer Amount Portfolio after investment without the written consent of the Secretary of State.

Confirmation of assets being retained by RMPP and notional portfolio
6. The Trustee must, no later than five business days after the Effective Date, provide to the
Secretary of State written confirmation of—

(a) the percentage of each of RMPP’s manager accounts or pooled fund holdings (or the
formula which will be used to determine that percentage) which will not form part of the
Estimated Final Transfer Amount Portfolio or the Interim Transfer; or

(b) where a percentage is not used, the assets which will not form part of the Estimated Final
Transfer Amount Portfolio or the Interim Transfer.

7.—(1) The Trustee must notionally construct a portfolio from the assets which will not form
part of the Estimated Final Transfer Amount Portfolio or the Interim Transfer, for the purpose of
calculating the adjustment at paragraph 14.

(2) The Trustee must provide written confirmation to the Secretary of State, no later than five
business days after the Effective Date of either—

(a) the proportions in which it will combine the assets not forming part of the Estimated
Final Transfer Amount Portfolio or the Interim Transfer to form this portfolio; or

(b) the formula which will be used to define those proportions.

Composition of Final Transfer and calculation of Adjusted Final Transfer Amount

8. If the Final Transfer Amount is equal to or less than the Estimated Final Transfer Amount (as
at the Effective Date), paragraphs 9 and 10 apply.

9. The Adjusted Final Transfer Amount must be equal in value to the Final Transfer Amount (as
at the Effective Date) adjusted in accordance with the change in value of the Estimated Final
Transfer Amount Portfolio between the Effective Date and the Final Transfer Date, net of
management fees and expenses in maintaining the portfolio, such that—

Adjusted Final Transfer Amount (as at the Final Transfer Date)
= Final Transfer Amount (as at the Effective Date) x
Valueof Estimated Final Transfer Amount Portfolio at Final Transfer Date
Valueof Estimated Final TransferAmount Portfolio at Effective Date

10.—(1) The Final Transfer must consist of assets in accordance with either sub-paragraphs (2)
or (3).

(2) If the Final Transfer Amount (as at the Effective Date) is £50million or less, assets that have
been allocated to the BlackRock Cash Portfolio.
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(3) If the Final Transfer Amount (as at the Effective Date) is more than £50million, the assets
must—

(a) comprise part of the Estimated Final Transfer Amount Portfolio;

(b) be allocated to the same asset classes as the assets that comprise the entire Estimated
Final Transfer Amount Portfolio, and

(c) be allocated between the mandates in the same proportions as the Estimated Final
Transfer Amount Portfolio as far as reasonably practicable, immediately before the Final
Transfer Date.

11. If the Final Transfer Amount exceeds the Estimated Final Transfer Amount (as at the
Effective Date), paragraphs 12 and 13 apply.
12. The Adjusted Final Transfer Amount must be equal in value to—

(a) the value of the Estimated Final Transfer Amount Portfolio as at the Final Transfer Date,
plus

(b) any excess amount of the Final Transfer Amount over the Estimated Final Transfer
Amount as at the Effective Date, as adjusted in accordance with paragraph 14.
13. The Final Transfer must consist of—

(a) the assets comprising the Estimated Final Transfer Amount Portfolio at the time the Final
Transfer is being made, together with

(b) assets equal in value to the excess amount referred to in paragraph 12(b), as adjusted in
accordance with paragraph 14, comprising assets under the management of the
investment managers of the Estimated Final Transfer Amount Portfolio.

14.—(1) The excess amount referred to in paragraph 12(b) and 13(b) must be adjusted in
accordance with subparagraph (2) if it is £50 million or less as at the Effective Date, and
paragraph (3) if it is more than £50 million as at the Effective Date.

(2) The adjustment must be in accordance with the investment returns achieved on the
BlackRock Cash Portfolio, between the Effective Date and the Final Transfer Date, net of
management fees and expenses in maintaining the portfolio.

(3) The adjustment must be in accordance with the change in value of the notional portfolio
constructed by the Trustee in accordance with paragraph 7 between the Effective Date and the
Final Transfer Date; net of—

(a) the relevant proportion of the management fees and expenses of maintaining the assets in
the notional portfolio; and

(b) any disinvestment costs reasonably incurred by the Trustee, such that—

excess over the Estimated Final Transfer Amount (as at the Final Transfer Date)

= excess over the Estimated Final Transfer Amount (as at the Effective Date) x

value of notional portfolio at Final Transfer Date

value of notional portfolio at Effective Date
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EXPLANATORY NOTE
(This note is not part of the Order)

This Order implements sections 21 and 22 of the Postal Services Act 2011 (c. 5) (“the Act”). It
transfers assets from the Royal Mail Pension Plan (“RMPP”) to a Fund established by the
Secretary of State for Business, Innovation and Skills (the Business Innovation and Skills Fund
Limited, “the Fund”) and prescribes how the assets and liabilities of the RMPP must be valued for
the purposes of the transfer. This Order will come into force at the same time as the Postal
Services Act 2011 (Transfer of Accrued Pension Rights) Order 2012 (SI No. 2012/687) (“the
Benefits Order”), which transfers all the historic liabilities of the RMPP to a new public scheme.

Article 1 provides for the operative provisions of this Order to come into force by way of a
separate Order.

Articles 2 and 3 prescribe the Government Actuary as the person to perform the calculations
necessary for determining the value of assets to transfer, and state when those calculations must be
performed.

Articles 4 to 9 establish the requirements for the transfer of assets from the RMPP to the Fund
that are detailed in the rest of the Order.

Article 4 requires the Trustee to make the transfer. Article 5 provides that the transfer must be
made up of two transfers, an interim transfer (article 5) and a final transfer (article 6). Both
transfers are an obligation on the Trustee to transfer assets, equal to an amount calculated by the
Government Actuary in accordance with the calculations in Schedule 1. The interim transfer is to
be made upon the coming into force of this Order, subject to the provisions in Schedule 5 about
when each asset can actually transfer. The final transfer must occur 5 business days after the day
on which the Government Actuary is able to verify that the calculations for the total amount to
transfer are complete.

Article 7 provides that the transfers must be made to a company established by the Secretary of
State for this purpose, referred to as the Fund, or to its subsidiary, the Fund subsidiary, to which
specific assets must transfer instead of the Fund.

Article 8 applies Schedule 5 to the transfers, which provides further detail about when and how
the Trustees must effect the transfer of each asset, and deals with assets which in certain situations
do not transfer.

Article 9 applies Schedule 6 to the transfers, which contains requirements about the assets
making up the transfers. It specifies, to the extent required, the assets which are to be retained by
the RMPP, assets which are to be invested by the Trustee immediately which will the constitute
the final transfer, and the composition of the final transfer if the amount of assets required to be
transferred is more or less than those invested for that purpose.

Schedule 1 prescribes the valuation methodology to determine the amount of assets to be
transferred in each transfer. Along with schedules 2, 3 and 4, it provides the methodology and
assumptions for the Government Actuary to value the assets and liabilities of the RMPP, and
determine the amount to transfer in order to leave the RMPP fully funded to meet its liabilities
after the transfer. Paragraph 10 in particular ensures that the RMPP will be fully funded as at 31
March 2012 after the transfers, and that the test at section 22 of the Act requiring the funding level
of the RMPP to be at least as good after the transfers as before, is met.

Schedule 2 prescribes the financial assumptions to be used in determining the liabilities of the
RMPP. Schedule 3 prescribes the demographic assumptions to be used in determining those
liabilities. Schedule 4 prescribes the principles to be applied in valuing the assets of the RMPP,
and sets out the date as at which assets are to be valued. This date is different for those assets
which are considered to be private equity.

Schedules 5 and 6 are dealt with above.
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An Explanatory Memorandum accompanying this Order is available alongside the instrument on
the OPSI website (www.opsi.gov.uk). Copies have also been placed in the Libraries of the House
of Commons and the House of Lords.

An impact assessment has not been produced for this Order as a full impact assessment was
prepared for the enabling provisions in the Act, the findings of which have not changed.
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