
By now you will be aware of ‘Brexit’ – the UK’s 
decision to leave the EU as a result of the 
referendum. While this may be an unusual situation 
politically, for the Scheme it is business as usual. 
We have a robust investment strategy in place for 
times of financial instability, which factors in any 
ups and downs that may occur. We will continue 
to closely monitor our investment strategy and 
make changes if necessary to continue the future 
sustainability of the Scheme. 

We now have the results of our latest valuation 
using information about the Scheme at 6 April 
2015. Unfortunately due to tough economic 
conditions, the deficit has increased to £26m 
(funding level 78%) and the cost of funding future 
benefits has also increased. In response to these 
increasingly difficult circumstances, we have 
made significant changes to the Scheme. These 
include an increased rate of contributions from the 
University and an updated recovery plan which 
states how we plan to remove the deficit. 

We have already written to you about the move 
to a Career Average Revalued Earnings (CARE) 
system from 1 August 2016 that alters the way 
your future benefits will build up. We feel that this 
is the best way to maintain a competitive salary-
based pension scheme in an era when many 
schemes offer less competitive benefits. You will 
also receive a revised annual benefit statement, 
which shows both your projected Final Salary  

(if you joined the Scheme before 1 August) 
and CARE benefits. We have included more 
information about this, including our updated 
recovery plan on page 4.

We have also seen some changes to the Trustee 
Board with Julie Kirkpatrick and Dorothy Anson 
retiring from the Board and member-nominated 
Trustee Elizabeth Cansino being elected. We 
would like to thank Julie and Dorothy for their hard 
work and dedication to the role and welcome 
Elizabeth. There is currently a vacancy for a 
Member-nominated Trustee. If you are interested, 
please get in touch using the details on page 7.

Finally, we recently launched our new-look online 
Scheme guide which makes accessing your 
pension easier than ever. If you haven’t already 
done so, we invite you to visit and take a look 
around. We’ve included some screenshots on 
page 6. 

As always, we hope you find this issue informative. 
If you have any questions about anything covered 
in this issue or about the Scheme in general, 
please contact Janet Robertson, Secretary to the 
Trustees, on 0191 334 6922.

Mr S Gardner 
Chair of the Trustee Board
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Progress report 
From the accounts
At 5 April 2016, the total value of the fund was £88,729,858. The table below shows the income and outgoings for the 
last 12 months from 6 April 2015. The negative overall investment return was caused by disappointing performance 
over the year, due to difficult market and economic conditions, since when the assets have more than recovered the 
ground lost. Investment performance is shown in more detail on page 3. These accounts have been checked by our 
auditor, PricewaterhouseCoopers LLP, who has confirmed they are accurate. 

If you would like to receive the full version of the Report and Accounts, please email: dups@durham.ac.uk.

Fund balance on 6 April 2015 £91,365,586

plus What came in £4,296,660

University’s normal and 
Pensions+ contributions £3,436,283

University’s special contributions 
and augmentations £407,280

Members’ normal contributions
£54,429

Members’ Additional Voluntary 
Contributions £47,562

Transfers in from other pension 
schemes £262,459

Insurance policies and other 
income £88,647

minus What went out £5,130,453

Pension payments £2,918,048

Lump sums on retirement £1,080,848

Lump sums on death 
£103,605

Refunds or transfers for leavers
£176,280

Professional fees and expenses
£721,029

Insurance premiums £130,643

plus The net return on the 
Scheme's investments (£1,801,935)

Fund balance on 5 April 2016 £88,729,858

The membership
 There were 2,491 members in the Scheme 
on 5 April 2016. The chart below shows the 
split between, active, deferred and pensioner 
members. 

■  1,195 active members, who are building up 
benefits;

■  640 preserved members, who are no 
longer building up benefits but have left 
their benefits in the Scheme for payment 
at a later date; 

■   656 pensioners (and the dependants 
of members who have died), who are 
receiving a pension from the Scheme.
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Investing the assets 
As your Trustees, one of our most important duties is 
the investment of the Scheme’s assets. Our investment 
strategy aims to protect the benefits that members 
have already built up within the Scheme, and meet the 
increasing cost of providing future benefits. As all types 
of investment can go up and down in worth, we invest in 
a mix of assets including equities, property and bonds to 
help protect the fund against falls in value. 

Recently we have reviewed how well the investment 
strategy matches the benefits being paid now and those 
due in the future. We have also examined how we can 
reduce the impact of changes in interest rates and future 
inflation on the Scheme’s funding position. 

The ‘traditional’ approach was to invest in bonds – loans 
to companies or the Government, paid back with interest. 
Bonds tend to hold their value well and the interest 
they pay is regarded as a good match for the cost of 
paying out pensions. However, nowadays it is becoming 
increasingly popular to build on this approach by adopting 
a ‘liability-driven’ investment strategy, aiming to match the 
choice of investments more precisely and efficiently to the 
benefits the Scheme promises.

We have now adopted liability-driven investment for the 
Scheme. It enables us to keep more of the Scheme’s 
assets in ‘growth-seeking’ investments such as shares, 
so we can target a higher level of growth to match the 
value of benefits building up in the future. Within the 
growth-seeking investments, we are also investing in new 
areas that we expect will achieve strong returns over the 
longer term.

The Trustees have appointed a number of different 
investment managers to carry out their strategy. The chart 
below shows the Scheme’s managers, what they were 
investing in and the percentage of the investment portfolio 
they were responsible for at 31 March 2016. 

Legal & General  
Portfolio: Equities, bonds, gilts and 
liability-driven investments

64.2%

Threadneedle  
Portfolio: Property

10.7%

Majedie Asset Management  
Portfolio: Equities

15.2%

Standard Life  
Portfolio: Global Absolute  
Return Strategy 

9.9%

The table below shows the returns on the Scheme over 
one, three and five years to 5 April 2016. Pension schemes 
invest over a long-term period, so it is useful to look at the 
performance of funds over a longer stretch of time. 

Manager Performance to 5 April 2016

Return 
over 1 
year 

Yearly 
average 
return 
over 3 
years 

Yearly 
average 
return 
over 5 
years

Majedie – UK Equity Fund -6.3% 6.7% 9.1%

L&G UK Equity Index Fund -4.0% 3.7% 5.7%

L&G Overseas Equity Index 
Fund -1.8% 7.0% 6.7%

L&G Emerging Markets Fund 1.1% -5.4% n/a

L&G Active Corporate 
Bonds -0.2% 6.5% 9.6%

L&G Index-Linked Bonds 1.8% 5.5% n/a

L&G 2030 Leveraged Index-
Linked Gilt* 0.4% n/a n/a

L&G 2040 Leveraged Index-
Linked Gilt* 1.4% n/a n/a

L&G 2047 Leveraged Index-
Linked Gilt* 1.3% n/a n/a

L&G 2062 Leveraged Index-
Linked Gilt* 7.3% n/a n/a

Threadneedle Property Unit 
Trust 12.0% 13.5% 9.0%

Standard Life Global 
Absolute Return Strategies 
Fund

-4.6% 2.8% 4.5%

*  Together these make up L&G’s Liability-driven Investments. These 
funds aim to hedge a proportion of the Scheme’s liability interest rate 
and inflation risks.

n/a means that the funds were not invested in those time periods. 
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Funding update
Last year the funding update was absent while our actuary carried out the latest valuation. This takes place every three 
years and gives the Trustees and the University a better idea of the Scheme’s funding position. The latest valuation 
took place using information as at 6 April 2015 and we can now report the results below.

The valuation is a vital component in the plans that we develop with the University to maintain the long-term health of 
the Scheme’s finances. It also gives us an opportunity to discuss if any further funding is required over either the long 
or short term. 

The latest position
The Scheme Actuary’s latest update shows that at 6 April 2015, the deficit had increased to an estimated  
£26.3 million. This is equivalent to a funding level of 78%.

The chart below contains more information and shows how the funding position has developed up to the latest 
valuation in 2015.

Since the previous update at 2014, the deficit has increased to £26.3m. This can be attributed to particularly tough 
economic conditions, especially a significant increase in the funding target caused by a fall in the value of gilt yields. 
Some of the increase was buffered by an increase in the value of the assets, which included higher than expected 
investment returns. We expect these will continue to have a positive effect on the Scheme’s funding level. 

The University’s financial commitment to your pension
Clearing the deficit
In view of the increase in the deficit, the University 
and Trustees have agreed that the University will pay 
additional contributions at the rate of 3.3% of members’ 
pensionable salaries towards clearing the deficit. This 
amount is fixed as part of the deficit recovery plan and will 
be paid regardless of changes to other contribution rates 
(mentioned below). The Scheme Actuary calculated that 
the funding deficit identified in the 2015 valuation should 
be cleared by 2030 if the Scheme’s investments continue 
to perform as expected. 

Supporting the benefits that will build up  
in future
As part of the plan we agreed to fund members’ benefits, 
the University will contribute 13.7% of members’ 
pensionable salaries from 1 August 2016 – 31 July 2017 
and 12.7% from 1 August 2017 for future benefit accrual. 
These amounts are in addition to the contributions of 
3.3%p.a of pensionable salaries over the next 14 years, 
starting 1 August 2016, to address the funding shortfall.

The Scheme Actuary will check on progress at the next 
valuation which will be due at 6 April 2018.

Valuation 
6 April 2015

Update 
6 April 2014

Update 
6 April 2013

100%

78%

0% 100%

85%

0% 100%

76%

0%

Our funding target £117.2 million £92.2 million £97.1 million

The value of the Scheme’s 
assets (excluding AVCs)

£90.9 million £78.5 million £73.8 million

The overall position
Deficit of 

£26.3 million 

Deficit of 

£13.7 million

Deficit of 

£23.3 million 
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If the Scheme came to an end
The Scheme Actuary calculated the funding levels  
on the previous page on the assumption that the  
Scheme continues into the future. (This is called the 
‘ongoing’ basis.) 

The University has no intention of ending – or ‘winding up’ 
– the Scheme. However, we are also required by law to 
calculate and show the funding position in the event that 
this was to happen. (This measurement is called the ‘full 
solvency’ position.) 

If the University were to wind up the Scheme, it would be 
required to fund in full all the benefits that members had 
built up and secure them with an insurance company. 
This would be more expensive than funding members’ 
benefits on an ‘ongoing’ basis because, to guarantee 
payment of these benefits, an insurance company taking 
on a ‘wound up’ scheme would place its assets in low-
risk investments and allow for its own profit margin. As a 
result, the full solvency funding level is always likely to be 
lower than the ongoing position. This was the position at 
6 April 2015 (the date of the latest valuation), when the 
Scheme Actuary calculated that the full solvency funding 
level would have been 44%.

If the University did have to wind up the Scheme, the 
Pension Protection Fund (PPF) could step in and provide 
compensation. You can find more information about the 
PPF on their website at  
www.pensionprotectionfund.co.uk.

An unlikely situation 
It is possible that, if the Scheme were to be in surplus, the 
Trustees could decide to accept a lower level of University 
contribution, but the Scheme rules specifically prohibit 
the Scheme from making any payments back to the 
University.

The Pension Regulator has the power to intervene 
in the running of UK pension schemes and instruct 
trustees to change their funding approach or amend 
the level of contributions. The Regulator has not had 
to use its powers in this way for the Scheme and this 
would be a very unlikely occurrence.

In the news
Pensions news
The EU Referendum 
As a result of the referendum held on 23 June the UK 
has decided to leave the EU. This surprise decision 
has created a lot of uncertainty about the future and 
wherever there is uncertainty, it is normal to expect 
some investment volatility. The value of investments 
such as equities and currencies, such as sterling, 
do tend to fluctuate over time and we factor this into 
our planning. This is why we have in place a broad 
and robust investment strategy designed to support 
the Scheme even when the world’s financial markets 
are going through a difficult period. We will continue 
to review our investment strategy and update you of 
any future changes. 

Pensions flexibilities – a reminder
You are probably aware of the new freedoms 
available for those with Defined Contribution  
(DC benefits). If you have paid Additional Voluntary 
Contributions (AVCs), these are DC benefits so there 
are a number of ways you can take these when you 
retire. You might also have DC benefits from other 
periods of employment. You can find out more about 
your DC retirement options on the Pension Wise 
website: www.pensionwise.gov.uk. 

Please be aware that your main Scheme benefits 
are Final Salary and/or Career Average Revalued 
Earnings (CARE) benefits, so the new retirement 
options do not apply to these. If you wished to take 
advantage of the new options, you would need to 
transfer your benefits out of the Scheme and into a 
relevant DC arrangement. If you are considering this, 
we strongly recommend you take impartial financial 
advice before making a decision. In fact if your 
Scheme benefits are worth over £30,000, you will 
need to prove you have taken financial advice before 
you will be allowed to transfer out. 
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Scheme news
The Scheme consultation 
We recently wrote to you to confirm the outcome of 
our recent consultation communication. After much 
deliberation, we have elected to increase member 
contributions from 4.5% to 6.5% of pensionable 
salary. This increase for members will be staged in two 
phases. An initial increase of 1% on August 1st 2016 
moved member contributions to 5.5%, a second further 
increase of 1% on August 1st 2017 will move member 
contributions to 6.5%. The University has agreed to make 
an additional 1% contribution from August 1st 2016 until 
31st July 2017 to cover this staging of the increase in 
member contributions.

We have also decided to change the way that pension 
benefits are built up, moving to the Career Average 
Revalued Earnings (CARE) system with effect from 
1 August 2016. Any Final Salary benefits earned by 
members up until the date of the change will be protected 
and will continue to be linked to members’ future salaries. 
We feel this that this is the best way to maintain a 
competitive salary-based pension scheme in an era when 
many schemes offer less competitive benefits. 

New online Scheme guide
Your new look guide to the Scheme on the University’s 
intranet site is now live. If you haven’t already, visit 
www.dur.ac.uk/treasurer/dups and take a look 
around. We have made it even easier to navigate 
your way around – by clearly showing where you 
can find different types of Scheme information, like 
contributions or benefits. If you need support finding 
answers to wider queries about savings, tax or State 
pensions then you can quickly find helpful links and 
ways to get help. Just follow the icons on screen. 

For details about Final Salary benefits, just click 
wherever you see the Final Salary button on screen 

Your annual benefit statement 
If you are an active member, your updated benefit 
statement will follow. Your statement shows both your 
projected Final Salary and Career Average Revalued 
Earnings (CARE) pension. If you joined the Scheme after 
1 August, your statement will only show your projected 
CARE pension. If you have any questions about this, 
please get in touch with the administrator using the 

details on the back page. 

Transfer club withdrawal 
As of 31 July 2016, the Scheme has withdrawn from 
the Public Sector Transfer Club. Anyone who left 
the Scheme prior to 1 August 2016 and wishes to 
transfer out of the Scheme on a transfer club basis 
must do so prior to the earlier of 12 months from 
leaving the Scheme and 31 July 2017. Members may 
continue to transfer out of the Scheme on a non-
transfer club basis. Please contact the administrators 
for more information.
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For more information about the Scheme
General information
This newsletter briefs you on the latest Scheme news, so 
you know how it’s developing. If you’d like more details, 
you can find out more on the University website. The 
address is www.dur.ac.uk/treasurer/dups.

Detailed information
 As well as the information on the University website, 
there are several formal documents you can ask for 
copies of. These include: 

 O the latest report and accounts for the year ended  
5 April 2016;

 O the Scheme Actuary’s latest reports such as the latest 
valuation at 6 April 2015;

 O the Scheme rules; and

 O the Statement of Investment Principles sets out the 
Scheme’s funding principles, and its contribution and 
investment arrangements.

For a copy of any of these documents, please email 
dups@durham.ac.uk.

For information about your benefits
 If you have any questions about your individual 
benefits, please visit the online Scheme guide (see 
opposite) or email the Scheme administrators at 
dups@aonhewitt.com.

If you are an active member, we will send you a 
personalised benefit statement each year. This gives you 
an up-to-date estimate of the benefits you could receive 
from the Scheme when you retire.

For advice
As your Trustees, we aim to give you all the information 
you need to make choices about your membership. 
We are unable to give personalised advice about your 
pension savings. If you are thinking about making any 
changes to your pension savings, we suggest speaking 
to an independent financial adviser (IFA). 

If you do not already have an IFA, you can find one in 
your area using www.unbiased.co.uk. Simply type your 
postcode into the search engine on the website.

Remember to check that your chosen financial adviser 
is qualified to give advice, to do this visit the Financial 
Conduct Authority website at www.fca.org.uk or phone 
their consumer helpline on 0800 111 6768. Please 
remember you will have to pay for any advice you receive.

Pension scams
The flexibility for DC retirement 
options that was introduced in April 
2015 gives people more choices 
over how they take their pension 
benefits. However, it has also given 
fraudsters new opportunities. 

As well as this, recent research by the Citizens 
Advice Bureau found over 80% of the people it 
surveyed did not recognise signs of a scam, such 
as: 

 O guaranteed investment returns of 10% or more;

 O paperwork delivered to your door by courier; 
and

 O access to your pension before age 55. 

In response to this, The Pensions Regulator has 
released an updated guide, ‘Scammed out of 
his retirement. Don’t be next.’ which you can 
download from their website:  
www.pensionsregulator.gov.uk.

AVC reminder
AVCs can help you to top up your retirement income 
or make up for any years in your career where you 
weren’t building up a pension. You can pay AVCs as 
regular monthly payments or make a one-off lump 
sum payment – whichever works for you. 

To find out more, contact the Scheme’s AVC provider, 
Prudential. Visit their website at www.pru.co.uk 
or phone 0845 605 1185 (between 9am and 6pm, 
Monday to Friday).

To start paying AVCs, phone Dean Lloyd on the  
Pension Team on 0191 334 6888 and ask for an 
application pack or download an application form at:  
www.dur.ac.uk/treasurer/dups/. 
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Service provider update
As part of our responsibilities for running the 
Scheme, we review the performance of our 
professional advisers regularly. Every few 
years (usually five), we also carry out a formal 
process of reassessing our appointments 
against other available service providers. 
Having recently completed this process, 
we are delighted to announce that we have 
re-appointed Aon Hewitt to provide pension 
consulting, actuarial, administration and 
investment consulting services. We believe 
that the team at Aon Hewitt will continue to 
provide the best quality of service, value for 
money and level of expertise available for our 
Scheme and its members.

Keep us in the loop 
It is important that we have up-to-date contact 
details for all our members, so if we need to contact 
you about your benefits we can do so as quickly as 
possible. If your personal circumstances change, 
for example if you get married, move house or have 
a child, please let us know as soon as possible.

It is also vital that you inform us who you would like 
to receive your benefits if you die before retiring. 
As the Trustees decide who receives your benefits, 
they usually can be paid free from inheritance tax. 
The Trustees will consider your wishes when making 
this decision. You can download a nomination form 
at www.dur.ac.uk/treasurer/dups. If you are a 
deferred member, please contact Dean Lloyd on 
0191 334 6888.

Working on your behalf 
As your Trustees, we are responsible for making sure 
the Scheme is managed in line with its Rules, the wider 
pension law and its members’ best interests. 

The full Trustee Board meets at least three times a year. 
We also have two smaller sub-committees to focus on 
the Scheme’s administration and investment organisation. 
There are currently seven Trustees. Five have been 
appointed by the University and two have been 
nominated by members of the Scheme. 

There has been some change to the Trustee Board this 
year, with Julie Kirkpatrick and Dorothy Anson retiring 
from the Board. In their stead, member-nominated 
Trustee Elizabeth Cansino will be joining the Board. We 
would like to thank Julie and Dorothy for their hard work 
and dedication to the role and welcome Elizabeth. We are 
currently looking for another Member-nominated Trustee, 
so if you think you have what it takes then get in touch by 
emailing: dups@durham.ac.uk. 

Member-nominated Trustees
Mrs Dorothy Anson, Pensioner  
(Retired 31 July 2016)

Ms Elizabeth Cansino, Pensioner  
(Appointed 31 July 2016) 

Mrs Karen Atkinson, Earth Sciences

Mrs Julie Kirkpatrick, Health & Safety  
(Retired 10 June 2016)

Vacancy

University-appointed Trustees
Mr Steve Gardner (Chair) 

Mrs Clare Curran, Director of Human 
Resources and Organisation Development

Mr Brian Steemson, Director of Finance 

Professor John Ashworth, Professor of 
Economics and Principal of Stephenson College 

Some extra expert advice 
As your Trustees, we are required to have a solid 
understanding of pension legislation and issues. 
But for times when we require specialist advice, 
we have appointed a number of expert advisers.

Scheme Actuary 
Simon Corbett, Aon Hewitt

Administrator 
Aon Hewitt

Auditor 
PricewaterhouseCoopers LLP

Banker 
The Bank of Scotland

Investment consultant 
Aon Hewitt

Investment managers 
Legal & General Investment Management 
Majedie Asset Management Ltd 
Threadneedle 
Standard Life


