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Member s ’ News le t ter 2010

The Durham University Retirement Benefits Plan (1969)

Welcome to the Trustees’ annual newsletter for members. Inside, you will find news of recent Plan
developments and general matters affecting pensions and savings in the UK. We have also
included highlights from the Plan’s financial accounts and investment performance during the
12 months to 6 April 2010.

As Trustees, we work with the University and our professional advisers to ensure that we manage
the Plan in your best interests. Pensions law is at times complicated and there are many
regulations in place, so we maintain our knowledge and understanding of our duties and
responsibilities by receiving regular updates and training from our advisers.

Recently, many employers have either closed, or made substantial changes to, their salary-related
pension plans. We are fortunate that our Plan is well supported by the University and in a good
position compared to many plans that have very large funding deficits. Pensions are expensive to
provide and the cost is always rising, particularly as people are living longer than ever before. The
feature overleaf explains why this is the case and shows an example of how much a Plan pension
might cost if you were to buy it on the open market.

We hope you find this report interesting and useful, but if you have any queries about its content,
the Plan in general or any aspect of your membership, please contact Janet Robertson at the
address shown below.

Mr S Gardner
Chair of the Trustee Board

MESSAGE FROM YOUR TRUSTEES

Contact us
For access to more information about the Plan, or if you have any queries including
problems to do with your Plan benefits, please contact us at the address below.

Address: Janet Robertson, University of Durham, Old Shire Hall,
Durham DH1 3HP

Telephone: 0191 334 6922 or 0191 334 6902

Intranet site:
www.dur.ac.uk/treasurer/university_of_durham_retirement_benefits_plan_1969/



Imagine for a minute that you are already retired… what is it like? Do you spend long,
relaxing days reading in the garden? Go on one holiday after another? Perhaps you
do voluntary work, go caravanning or simply spend more time with your family?

However you picture your retirement, one thing is for sure: you will need an income to support your lifestyle.
Perhaps you already have a plan for this – pension income from one or more sources, topped up with other
means of savings such as high-interest bank accounts or insurance policies. However, if you have not yet started
to plan your future finances, now is always a good time to start because it is never too early. In fact the opposite is
true – the earlier you start, the sooner you can start enjoying your hard-earned rewards. Just think, if you save
carefully while you are working, you may be able to enjoy retirement without having to watch the pennies or go
back to work!

Working beyond State Pension Age is a reality for many people in the UK, as trying to survive on a much lower
income than when they were working is simply not an option. Understandably, many would rather continue
earning than lower their living standards.

There are many factors and circumstances that could affect your financial plans. Some will be personal to you and
others will be beyond your control. It is well known that the Government is facing difficulties in funding the State
pension scheme because people are living longer than ever before. The cost of providing and purchasing
pensions is expensive – an example of how much it might cost to buy a typical Plan pension on the open market
is shown opposite. It is also important to remember:

� early pensions are more expensive to buy because they are likely to be paid for longer;

� inflation and interest rates can affect pension costs;

� investment returns can influence pensions, mortgages and insurance policies;

� political conditions can impact on the investment markets;

� the health implications of growing older, such as paying for care or early retirement due to poor health; and

� local economic factors such as changing house prices, shopping, travel and leisure facilities that can all affect
the cost of living.

These issues may not be particularly important to you now, however they are real and could influence your quality
of life later on. The Plan provides generous pension benefits. However, depending on your lifestyle choices and
retirement expectations, these may not be enough! If you want to continue a good standard of living, you will need
to plan for it. Your total retirement income may come from various sources, such as the Plan, the State, pension
benefits from previous employers and other savings. If you have not already done it, now may be a good time to
gather information about all possible income sources and check how much each will provide.

If necessary, there are various ways that you can make additional savings, including Additional Voluntary
Contributions (AVCs) to the Plan (see page 8). If you are unsure of how or where to start, an independent financial
adviser can help. To contact a local adviser, telephone 0800 0853250 or visit www.unbiased.co.uk

Please take some time to consider your options and make some plans. Retirement really is the longest holiday of
them all and planning ahead now could mean the difference between a sunshine holiday and a cold and wet
fortnight at home!

Your Plan pension may be worth more
than you think…
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At least once every three years, an appointed actuary carries out a full valuation of the fund. At the latest full valuation, the Plan
actuary examined whether there were sufficient assets to meet the liabilities (the amount needed to pay the benefits) on 6 April
2009. The actuary reported that, at that time, there were sufficient assets to meet 79% of the liabilities. This represented a funding
deficit of £12.8million.

Following this, a review of the situation on 31 December 2009 was completed, which showed that the funding deficit had reduced
to £5.1million. Further still, the annual valuation carried out on 6 April 2010 by the newly appointed Plan actuary, Marcus Hurd of
Aon Hewitt, showed the funding position had increased to 92% and the deficit had reduced to £4.9million. The increase was mainly
due to improved returns on the investments. More information on how the funds performed can be found in Investment update on
page 4.

Based on the valuation findings, the actuary has advised that the University is not required to make extra payments in addition to its
normal contributions, which it increased to 12% (from 11.9%) of members’ salaries in January 2010. As things stand, the aim is to
remove the deficit by 2024.

Member figures
On 5 April 2010, the overall number of Plan members was 2,011. The breakdown of members in each category, compared to the
previous year, is shown below.

FUNDING THE BENEFITS

PROVIDING A PENSION – THE REAL COST
How much is your Plan pension really worth? Let’s take the example of John Smith, age 45 and married, who has asked
the University to pay 4.5% of his Pensionable Salary into the Plan each year. John’s Pensionable Salary is £30,000,
which means paying £1,350 each year to the Plan. As John uses Pension Plus he does not pay tax or National Insurance
on his pension payments.

If John made pension savings to the Plan at the same level for 20 years and his Pensionable Salary remained at £30,000,
the total paid would be £27,000 (£1,350 x 20) – a substantial amount of money. John’s annual pension at age 65 would
be calculated as 1/75 of Pensionable Salary for each year of Plan service:

1/75 x £30,000 x 20 = £8,000 each year

So, for an overall outlay of £27,000, John would receive a pension of £8,000 with annual increases each year for the
rest of his life. Also, if his spouse survives him, they would receive a pension equal to half John’s pension, including
annual increases, for life. Is this a good deal?

The actual cost to provide John’s pension would be much more than the total of his own payments into the Plan. The
balance of the cost is met by the University and by returns from the Plan’s investments.

If John were to buy a pension on the open market, the cost would be quite different. To purchase a pension of £8,000 a
year, John would need funds of £167,000, based on him opting for a spouses pension of 50% and annual increases.
That’s more than six times as much as John’s payments into the Plan. While John has made a substantial investment
for retirement, his pension savings alone would not be nearly enough to secure the pension offered by the Plan.

Although this is a very simplistic example, it illustrates the value of University contributions, in addition to member
payments and the need for a long-term investment strategy.

Year 2010 2009

Active members 904 881

Pensions in payment (including
widows’ and widowers’ pensions)

563 542

Preserved members (leavers who
have left benefits in the Plan)

544 551

Total 2,011 1,974

2010 2009
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The Trustees are responsible for investing the Plan’s assets with
the aim of maintaining a fund that can cover the cost of the
benefits. Following each actuarial valuation, the Trustees take
advice from their professional advisers and, if necessary, review
and adjust the investment strategy to ensure that they are on
track for meeting their objectives.

To spread the risk of placing all the assets in similar areas,
they are distributed over different investment classes
including company shares (equities), bonds and property.
The investments are also managed in different ways – see
opposite. A formal outline of the Plan’s investment strategy is
contained in the Statement of Investment Principles (SIP).
As the Trustees will be undertaking a regular review of the
strategy in the near future, the SIP will be updated at that time.
We will bring you more news of these developments in next
year’s newsletter.

As part of their duties, the Trustees monitor the Plan’s
investment managers’ performance. To achieve a meaningful
analysis of performance, they use measurements (or targets)
such as the results of similar pension plans and market indices.
This makes it possible to gauge whether or not the overall
investment strategy, the managers and the investments
themselves are performing above, below or the same as their
benchmarks (targets). This allows the Trustees to monitor the
suitability of the manager and track progress against the
original objectives.

The current investment managers are:

� Legal & General Investment Management (LGIM)

� Majedie Asset Management (Majedie)

� Sarasin & Partners (Sarasin)

� Threadneedle Asset Management (Threadneedle)

INVESTMENT UPDATE

A SNAPSHOT OF THE FINANCES
During the 12 months to 5 April 2010, the Plan’s assets increased by £12,977,644 from £47,329,564 to £60,307,208. The
table below shows a summary of the financial movements of the Plan during the reporting period.

IN
Members’ contributions

£37,879
Lump sums on retirement

£592,237

University contributions
(including members’ Pension Plus)

£2,475,714

Lump sums on death in service
£117,413

University special contributions
£232,810

Refunds to leavers
£387

University payment for Pension
Protection Fund levy

£33,977

Transfer to other pension schemes
£324,205

Member’s Additional Voluntary
Contributions
£29,849

Professional fees and expenses
£360,116

Transfers in
£190,925

Death in service insurance premiums
£100,967

Insurance policies
£95,341

Pension benefits paid
£1,757,142

OUT

TOTAL INCOME
£3,096,495

TOTAL EXPENDITURE
£3,252,467

Fund balance
at 5 April

2010
£60,307,208

Change in
market value
of investments

£12,977,644

Fund balance
at 5 April

2009
£47,329,564
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The reason for appointing more than one manager is because
each has different areas of expertise. Legal & General manages
the Plan’s bond investments and a proportion of the equity
investments using a ‘passive’ approach. This means forming an
investment portfolio that mirrors a certain market index and
aiming to achieve the same returns as the chosen index. This
style of management is also known as ‘index tracking’.

Majedie and Sarasin have been chosen to ‘actively’ manage the
rest of the Plan’s equity investments because they each have a

proven track record in this area. Active management means
researching economic and investment opportunities, such as
considering the current financial position and future prospects of
individual companies, before taking a view on which will provide
the best returns. The aim is to achieve returns that are above the
market average.

Threadneedle manages the Plan’s property assets by investing
in a property unit trust with the aim of achieving returns above its
performance target.

The value of the assets
On 31 March 2010, the total market value of the Plan’s assets was £59,341,979. A breakdown of the assets on that date is shown
below. Please note that this figure is slightly different from the value of the assets on 5 April 2010, as shown on page 4.

The changing value of the assets over the past five years

How did the assets perform?
Details of how each fund performed over one- and three-year periods to 31 March 2010, compared to its benchmark,
is shown below. Performance figures for the Majedie and Sarasin funds are not shown as they do not have benchmarks.

*Returns are shown before any fee deduction

Year ending

5 April 2006 5 April 2007 5 April 2008 5 April 2009 5 April 2010

Net value of the Scheme’s
assets

£53,675,620 £57,413,801 £55,599,181 £47,329,564 £60,307,208

One year return to 31/03/2010 Three years return to 31/03/2010

Fund
Fund
%

Benchmark
%

Fund
%

Benchmark
%

LGIM UK Equity Index 53.0 52.3 0.0 -0.2

LGIM Overseas Equity Consensus Index 49.7 49.6 5.5 5.2

Threadneedle Property Unit Trust* 10.4 13.6 -6.3 -7.3

LGIM AAA Fixed Interest Over 15 Year 3.8 3.2 4.2 5.5

LGIM Over 15 Year Gilts Index Fund -0.1 -0.2 4.5 4.4

Investment Manager
Asset value

£
Asset Allocation

%

Majedie UK Equity Fund 8,702,260 14.7

LGIM UK Equity Index Fund 8,492,359 14.3

Sarasin UK Equity Fund 883,290 1.5

LGIM Overseas Equity 14,734,153 24.8

Sarasin Overseas Equities 7,949,606 13.4

LGIM Bonds 13,519,750 22.8

Threadneedle Property 5,060,561 8.5

Total 59,341,979 100.0
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Pensions in the university sector
Recently, public sector pensions have been a topic of much
political debate. This debate has, of course, extended to the
higher education sector and the Universities Superannuation
Scheme (USS) has proposed changes which, if agreed, will go
ahead from 1 April 2011. The purpose of this announcement is
to help contain the growing cost of pensions.

Here at Durham, the University and the Trustees will continue
to work together to ensure that members are provided with a
competitive package of retirement benefits, whilst properly
managing the costs.

Retiring early
From 6 April 2010, the minimum age for taking early retirement
benefits is 55. This is a UK law that applies to all types of
pension arrangements, unless you are unable to work due to
ill-health. Ill-health early retirement has no minimum
retirement age.

Many funds, like our Plan, apply a reduction to pension
benefits if they are taken before Normal Retirement Age (65).
This is because an early retirement pension is likely to be paid
for longer.

The State Pension
On 6 April 2010, the qualifying rules for the State Pension were
changed. To be entitled to a full basic State Pension, both
men and women now only need 30 qualifying years of National
Insurance contributions. Previously, men required 44 years and
women 39 years.

The basic State Pension is also known as the ‘old age
pension’.

Currently, the earliest age you can claim your State Pension is
65 for men born before 6 April 1959 and 60 for women born
before 6 April 1950. On 20 October 2010, the Chancellor of
the Exchequer announced that the State Pension Age (SPA)
for both men and women will rise to 66 by 2020. More
information can be found at:
http://www.direct.gov.uk/en/Pensionsandretirement
planning/StatePension/DG_4017919

New pensions initiative
The Government has announced plans to reform occupational
pensions. A new system, called NEST (National Employment
Savings Trust), will be introduced from 2012. The aim is to
provide a low-cost pension option for people who do not have
an opportunity to join a good-quality occupational pension
plan. It is also designed to help people who might have a low
income when they retire to save more.

The NEST system is intended to encourage more people to
make their own savings for retirement rather than relying only
on the State. Good quality occupational plans will qualify for
exemptions from NEST, so it is not expected to affect our Plan
or your membership. You can visit www.dwp.gov.uk for
more details.

Tax relief on pension contributions
In a bid to restrict tax relief for high earners, the government is
reducing the tax-free allowances on pension contributions and
benefits. From April 2011, the annual allowance for tax-free
pension contributions will be reduced from £255,000 (for
2010/11) a year to £50,000 for the tax year 2011/12.

The Lifetime Allowance, which is the limit on the total amount
of your pension benefits (from all sources) that are eligible for
tax relief, will also be cut from April 2012. It will be reduced
from £1.8million (for 2010/11 and 2011/12) to £1.5million in
the tax year 2012/13.

If you leave a preserved pension in
the Plan
If you leave the Plan before Normal Retirement Age (NRA), you
will be entitled to keep a preserved pension in the Plan until
NRA. This pension will be calculated based on your Final
Pensionable Salary and completed Pensionable Service on
your date of leaving.

From your date of leaving until NRA, the value of your
preserved pension will be increased each year. This is to
ensure that it retains its value against the rising cost of living.
Recently, the Government changed the law for revaluing
preserved pensions and we have explained this below.

� Pension earned up to and including 4 April 2009 will be
increased annually in line with the rise in Retail Price Index
(RPI), up to a maximum of 5%.

� Pension earned from 5 April 2009 will be increased
annually in line with the rise in RPI up to a maximum
of 2.5%.

At the time of writing, the Government is considering whether
schemes should revalue preserved benefits based on the
Consumer Price Index (CPI), rather than the RPI, to protect
pensions against inflation. We will notify you if this results in any
changes to your Plan benefits.

IN THE NEWS
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LOOKING AFTER YOUR INTERESTS

The Plan is managed by a board of Trustees who have a collective responsibility to ensure that it is operated in accordance with its
Trust Deed and Rules and the law. They also have a duty to act in the best interests of all its members. As the Plan has been set up
under trust law, its assets are protected by being kept separate from those of the University.

To assist the Trustees with their legal obligations, they have appointed professional advisers who help them to:

� review the funding position on a regular basis

� set and maintain an appropriate investment strategy

� keep you informed about the funding position

A list of the advisers is shown below.

The Trustees extend their thanks to Professor Howell Harris, who recently resigned from his role as Trustee and we wish him well.
We also welcome our new addition to the Trustee Board: Professor Nicholas Saul, who was appointed on 1 June 2010.

Your eight Trustees, three of whom are member nominated, are:

Mrs Dorothy Anson Pensioner Member*

Mr Michael Bird Lay member of Council

Mr Jack Boyd Director of Human Resources

Mr Clive Doloughan Department of Physics*

Mr Steve Gardner (Chair) Lay member of Council

Mrs Julie Kirkpatrick Department of Health & Safety*

Professor Nicholas Saul School of Modern Languages and Cultures

Mr Brian Steemson Director of Finance and Deputy Treasurer

Member Nominated Trustee*

Advising the Trustees
The Trustees’ current advisers are shown below.

As part of their duties, the Trustees monitor their advisers’s performance to ensure that they provide a good quality of service and
value for money. Following a review of the actuarial, pensions consulting and administration services, the Trustees moved all three
appointments to Aon Hewitt at the beginning of 2010. Aon Hewitt has a proven track record of providing value for money and,
because the team works with other universities, the people providing our services have knowledge, experience and understanding
of our specific needs. The Aon Hewitt team is also based in the north of England.

The current advisers are:

Actuary Marcus Hurd, Aon Hewitt
(who replaced Andrew Firbank of Jardine Lloyd Thompson Benefit Solutions)

Auditor PricewaterhouseCoopers LLP

Banker The Bank of Scotland

Consultants and administrator Aon Hewitt
(previously Jardine Lloyd Thompson Benefit Solutions)

Investment managers Legal & General Investment Management

Majedie Asset Management

Sarasin & Partners

Threadneedle Asset Management



Did you know that you can build up extra pension
benefits in a facility that the University and Trustees
have set up? Read on to find out more.

You can choose where to invest your AVCs from a
range of funds provided by Prudential. Your AVC
savings are kept separate from your main Plan benefits.

You can make tax-free pension contributions of up to
100% of your taxable earnings, including Plan
contributions made by you and the University, up to the
Annual Allowance limit (£255,000 for the tax year
2010/11). From April 2011 this allowance is reducing to

£50,000 (see page 6) . Any contributions made above
this limit will be taxed at 40%.

If you require further details of AVC options, please
contact Janet Robertson.

There are other ways in which you can build up
additional retirement savings, but you should contact a
financial adviser for advice on what will suit your
circumstances. The University and the Trustees are not
authorised to give you financial advice. For details of
financial advisers in your area, go to
www.unbiased.co.uk or call 0800 083 0196.

As a Plan member, valuable benefits are payable if you
die while working at the University. To avoid inheritance
tax, the Trustees have discretion to decide who will
receive these benefits. Although the Trustees are not
legally bound to follow your wishes, they will consider
them when deciding who will receive any death
benefits. To make the process as brief and simple as
possible for your beneficiaries, it is important that you
notify us of any changes to your nomination wishes as
soon as possible.

According to UK law, when someone dies an
assessment for inheritance tax liability must be

completed, even if there is no tax to be paid. If tax is to
be paid, this must be done before any beneficiaries can
receive their inheritance. For the tax year 2010/11,
inheritance tax threshold is £325,000 (for a single
person) and the tax rate is 40%.

Making arrangements for death is not something that,
for many people, comes to mind very often. However,
making such arrangements can ease the situation for
our dependants. An ‘Expression of Wish Form’ is
available from Janet Robertson at the address shown
on page 1.

EXPRESSION OF WISH FORMS

MAKING ADDITIONAL VOLUNTARY
CONTRIBUTIONS (AVCS)

DID YOU KNOW?
The websites listed below contain information about State benefits, pensions and financial planning.

www.dwp.gov.uk – the Department for Work and Pensions provides information and advice on pensions,
savings and State benefits. You can also request a State Pension forecast.

www.pensionsadvisoryservice.org.uk – the Pensions Advisory Service (TPAS) is an independent non-profit
organisation that provides free information, advice and guidance on pensions.

www.pensions-ombudsman.org.uk – the Pension Ombudsman investigates complaints and disputes
about the way that pension plans are run.

www.pension-tracing-service.com – this is a free service that helps you track lost or frozen pension
benefits by using a central database that holds details of over 200,000 pension arrangements.

www.hmrc.gov.uk – this site contains information about issues including tax and National Insurance.

www.thepensionservice.gov.uk – a government site that focuses on pensions issues and has sections
dedicated to various groups such as those needing help with retirement planning and pensioners.

www.unbiased.co.uk – the official site for personal independent financial advice. You can find general
advice and contact details for an adviser in your area.
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