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Member s ’ News le t ter 2011

The Durham University Retirement Benefits Plan (1969)

As Trustees, we work closely with the University and our advisers to make sure there are sufficient funds in
the Plan to pay members’ benefits, whenever they fall due.

The approach that we agree with the University for building up the funding level assumes that the Plan’s
investments will provide a certain level of returns. This depends on the decisions that our investment
managers make and the positive performance of markets around the world.

We know that the Plan has benefited in the past from stronger than expected returns on its investments.
Indeed this was a key factor in the estimated improvement in the funding level that we saw over the year
to 5 April 2011, which you can read about on page 5.

Conversely, we know that the Plan will have been affected by difficult conditions that we have seen on the
investments markets since that date. However, we have in place a robust process for monitoring our
investment strategy and making any adjustments that we decide are appropriate. This focus has enabled
us to identify and implement changes that will help stand the Plan in good stead in the years to come.
You can read more about the Trustees’ work in the section that starts on page 4.

I hope you find this newsletter issue interesting. If you have any feedback or questions, please get in touch
with Janet Robertson using the contact details on the back page.

Mr S Gardner
Chair of the Trustee Board

A MESSAGE FROM YOUR TRUSTEES

We want to hear from you
The Trustees are committed to making sure you have access to clear, straightforward information
about the Plan and your benefits. We are in the process of reviewing the information and support
that the Plan provides, and want to know what you think about the way we communicate with you.

To help us, please take a few minutes to fill in the survey we have enclosed with this newsletter.
We will take into account the feedback we receive as we consider possible improvements to the
Plan’s communications.

Thank you for your assistance.

Snapshot of the Plan at 5 April 2011:
� There were 2,087 members (see page 3 for more details).

� Its assets were valued at more than £64.3 million (see ‘Investment update’ on page 4).

� The Actuary estimated that it had a funding level of 95% (page 5).



Membership of the
Plan represents
extremely good value
The University established the Plan to help members
build up service that provides a valuable income in
retirement that can help you make the most of your
retirement.

� While you are an active member, you build up a
valuable ‘defined benefit’ pension that we work
out as:

1/75 x your years of Pensionable Service x
your Final Pensionable Salary.

� At retirement, you also have the opportunity to
exchange part of your Plan pension for a cash
sum. Under the current arrangements, this is tax
free.

� The Plan will also provide financial benefits for your
beneficiaries and dependants if you die.

The University and active members both contribute
towards the cost of providing these benefits, with the
University paying the lion’s share.

The University is currently paying regular contributions of
12% of members’ Pensionable Salaries.

The current member contribution rate is just 4.5% of
Pensionable Salary. However, the cost to members is
less than this, because contributions benefit from tax
relief. You also pay reduced National Insurance (NI)
contributions because the Plan is contracted-out of the
State Second Pension. Members taking part in
Pensions+ pay an even lower level of National Insurance.

Once a year we send all active members a benefit
statement. This shows how your Plan pension is
building up. Please take time to review the
information detailed within your statement.

If you think you could do with increasing the level
of benefits you are building up, make sure you
take the necessary steps. For example, in the Plan
you have the opportunity to pay Additional
Voluntary Contributions. (You also have savings
options outside the Plan that it may be appropriate
to consider.)

THE VALUE OF MEMBERSHIP

An example
Sandra joins the Plan at age 45 and retires from active service 20 years later. Her Pensionable Salary
during this period remains £30,000. She arranges her pension contributions (4.5% of her Pensionable
Salary) through Pensions+.

In the Plan, Sandra’s £27,000 outlay would provide her with a pension of £8,000 a year.

To buy a pension of £8,000 outside the Plan, Sandra would currently need a fund of around £240,000.

However, the cost of buying pensions from insurance companies is high at the moment compared to
historial rates. This example is approximate and based on current rates which will vary over time.
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According to the Office of National Statistics, men reaching State Pension Age in
2011 are expected to live for an average of 21.4 more years. Women reaching State
Pension Age this year have an average life expectancy 28.2 years. (And of course
many people live longer than the ‘average’.) Will you have enough to make the most
of this period of your life?

Tell us your wishes
To help ensure the efficient operation of the Scheme, it is important that we hold accurate information
about you on our records. So, if your personal circumstances change and you need to update your
details, please remember to contact Janet Robertson at the address on the back cover.

You must also make sure you have filled in and returned an Expression of Wish Form. The information you
give on this form helps the Trustees when we decide who should receive any benefits that the Plan might
provide if you die. Importantly, it also allows us to consider people who might not otherwise qualify for
benefits.
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LOOKING BACK
The figures in this section are taken from Trustees’ latest formal Report and Financial Statements for the Plan, which have been audited by
PricewaterhouseCoopers LLP and cover the year that ended on 5 April 2011.

IN
Members’ contributions

£43,171
Pension payments
£2,063,345

University’s normal contributions
£1,808,676.47

Lump sums on retirement
£1,429,125

University’s special contributions
£1,149,834

Lump sums on death in service
£137,588

University’s payment for Pension
Protection Fund levy

(£7,787)
Payments to, and on account of, leavers

£420,790

Member’s Additional Voluntary
Contributions
£28,495 Professional fees and expenses

£424,446

Transfers in from other pension schemes
£175,128

Insurance policies
£120,699

Insurance premiums
£106,439

OUT

TOTAL INCOME
£3,991,000

TOTAL EXPENDITURE
£4,581,733

Fund balance
at 5 April

2011
£64,251,384

Net return on
the Scheme’s
investments

£4,534,909

Fund balance
at 5 April

2010
£60,307,208

THE MEMBERSHIP
There were 2,087 members in the Plan on 5 April 2011 (2010: 2011). This number was spread across three categories:

Year 2010 2011

Active members are paying
contributions (or arranging
contributions through Pension
Plus) and building up benefits.

904 900

Pensioners are those members
receiving benefits from the Plan. This
category includes the dependants of
members who have died.

563 614

Preserved members no longer make
contributions, but have left – or
‘preserved’ – benefits in the
Plan for when they retire.

544 573

Total 2,011 2,087

2010 2011

University’s Pensions+ contribution
£652,163.93
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Sarasin and Majedie have been investing the Plan’s assets for less than three years, which is why performance figures over longer
timeframes are not available.

Performance to 5 April 2011 (%)

Manager
Return over one year Annual average return

over three years
Annual average return

over five years

L&G UK Equity Index Fund 8.9 5.7 3.9

L&G Overseas Equity Index Fund 8.3 8.1 6.1

L&G Over 15 Years Gilts Index Fund 7.0 5.1 3.8

L&G AAA Fixed Interest Over 15 Years Fund 5.4 4.5 3.3

Threadneedle UK Property Unit Trust 6.7 (1.3) 1.2

Sarasin Equisar Global Thematic Fund 15.8 - -

Majedie UK Equity Fund 10.0 - -

Standard Life Global Absolute Return Strategies Fund 6.0 9.9 8.5

Our investment strategy is an integral part of the arrangements the
Trustees have agreed with the University to build up the level of
funding in the Plan.

Our aim
Our aim is to maintain an investment strategy that provides a
mixture of growth (to support the rising cost of providing the
benefits that have built up in the Plan) and income (to cover the
regular pension payments it makes to pensioners). To achieve this
balance, the Plan invests in a mix of different asset classes, each
of which has attributes which we have identified as being beneficial
to the long-term development of the Plan.

For example, the ‘growth’ element of our strategy is generated by
the Plan’s equity, absolute return and property investments.

� The value of equities can fall and rise – sometimes
dramatically – but they offer the potential to provide higher
returns over long periods of time than other asset classes.

� ‘Absolute return’ investments are expected to provide the
Plan with similar levels of returns as equities over the
longer-term. However, this is achieved at a lower level of
volatility than equities. This type of investment will invest in a
wide range of asset classes and provide diversification to
the Plan’s assets.

� Property investments are also expected to generate good
levels of growth. Additionally, they tend to move
independently of changes on the equity markets, which
allows us to spread the investment risk in this element of
the portfolio.

Meanwhile the investments that we use to generate a regular
income for the Plan include equities (which provide dividends),
bonds and gilts (which pay interest) and property (which deliver a
rental income).

The Trustees appoint professional investment managers to be
responsible for making the detailed daily decisions that underpin
our strategy. The table below shows the managers that were in
place at 5 April 2011, what they were investing in and the
proportion of the investment portfolio that they were responsible
for on that date.

INVESTMENT UPDATE

The portfolio at a glance
The table below shows how the managers performed over the one, three and five-year periods that ended on 5 April 2011. These
performance figures do not take into account the investment managers’ fees.

Manager
What they were
investing in

Proportion of the
investment portfolio

they were
responsible for

Legal & General (L&G) UK equities, overseas
equities, gilts 51.47%

Threadneedle UK property 8.57%

Majedie Asset
Management UK equities 15.11%

Sarasin & Partners
UK and overseas
equities

15.36%

Standard Life ‘Absolute return’
investments 9.49%
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The bigger picture
The table below shows how the value of the assets has
changed over last five years. The summary funding statement
that starts below contains more detail about the extent to which
the value of the assets meets the cost of the benefits that have
built up in the Plan.

Staying alert
The Investment Sub-Committee, which consists of both University
and Member nominated trustees, continually monitors investment
opportunities with the assistance of our investment advisors,

Value of assets

5 April 2011 £64,251,384

5 April 2010 £60,307,208

5 April 2009 £47,329,564

5 April 2008 £55,599,181

5 April 2007 £57,413,801

Aon Hewitt, and will take action where necessary where they
decide it is in the best interests of the Plan to do so.

During late 2010 the Investment Sub-Committee reviewed the
Plan’s investment strategy and decided to introduce greater
diversification into the ‘growth’ element of the portfolio. To achieve
this, we reduced the Plan’s exposure to equities and transferred
these assets into an absolute return fund that invests in a diverse
range of asset classes. (This is the Standard Life Global Absolute
Return Strategies Fund.) These assets were transferred during
December 2010.

During April 2011, we took steps to re-organise the Plan’s bond
investments in response to the medium-term outlook on
investment markets, and in particular the likely impact of rising
interest rates and inflation on fixed-interest gilts.

Legal & General are now responsible for an actively-managed
bond portfolio, which can invest in corporate bonds, index-linked
gilts and fixed interest gilts at their discretion based on their house
views on bond markets. At present, the portfolio has a zero
allocation to fixed interest gilts due to Legal & General’s negative
view on this bond type relative to other bonds.

Our latest summary funding
statement
This statement gives details of the actuary’s latest update on the
progress of the Plan, which was carried out using information at 6
April 2011. It also looks at how the funding position has changed
over the two years since the previous valuation at 6 April 2009
(and which we have reported on previously).

The latest position
As the charts below show, the Actuary estimates that the Plan’s
funding level improved between 6 April 2009 and 6 April 2011 –
largely due to the Plan’s investments achieving a higher level of
returns during this period than had been expected.

However, as the Chair mentioned in his introduction on the front
cover, it is likely that the volatility we have seen in the investment
markets in recent months will have had an adverse affect on the
funding level and we will continue to monitor developments closely.

At least once every three years, the Actuary carries out a formal
assessment of the Plan’s funding level in a process called an
actuarial valuation. A lot can happen in three years, and to help the
Trustees keep track of developments we have asked the Actuary
to carry out annual updates on the funding level.

These updates are less detailed than the formal valuations that
the Actuary carries out every three years. However, they provide
useful information that allows us to assess changes in the
funding level and the general environment in which the Plan is
operating – and consider any steps that may be appropriate.

The University pays contributions so that the Plan can
build up a fund to pay the pensions and other
benefits to members. Active members also pay
contributions into the Plan to help pay for the benefits
building up. Members do not have separate individual
holdings within the fund. If you have chosen to pay
Additional Voluntary Contributions, these are kept
separate from the main fund.

FUNDING YOUR BENEFITS

Estimated funding position at
6 April 2011

Estimated funding position at
6 April 2010

Funding position at
6 April 2009

0% 100%

Funding
level

95%

0%0% 100% 100%

The amount the Plan needs to
provide members’ benefits in
full (its ‘technical provisions’)

£67.18m £64.60m £59.67m

The value of the Plan’s assets £63.67m £59.71m £46.85m

The overall position Estimated deficit of £3.51m Estimated deficit of £4.90m Estimated deficit of £12.82m

Funding
level

92%
Funding
level

79%

continued overleaf
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For the 2010 and 2011 updates, the actuary ‘rolled forward’ the
results of the 2009 valuation, making allowances for changes in
financial conditions since that date. The next full actuarial
valuation is due in April 2012 and the results will be reported
as soon as these are available.

The Pensions Regulator has powers to direct matters affecting
the funding of the Plan in certain circumstances.

The importance of the University’s support

The Trustees’ objective is to have enough money in the Plan to
pay pensions now and in the future. However, this relies on the
University continuing in business and supporting the Plan. This
is because:

� the value of the Plan’s assets can go down as well as up,
and when there is a shortfall, the University will usually be
required to put in more money; and

� the cost of the benefits building up in the Plan may increase,
which would result in the University having to contribute
more money.

Following the 2009 valuation, the actuary advised that the
University was not required to make extra payments to the Plan
in order to make up the shortfall. However, the University did
agree to increase its normal contributions in January 2010 from
11.9% to 12%. As things stand, the aim is to remove the deficit
by 2024.

The University also reimburses the Plan for the fees involved in
its participation in the Pension Protection Fund (see right).

We are also required to tell you if there have been any
payments to the University out of Plan funds in the previous
12 months. We can confirm that there have been no such
payments, except where the Trustees have reimbursed the
University to settle amounts due on behalf of the Plan.

Considering all eventualities

As part of the valuation, the actuary must look at what the
funding level would be if it started to wind up. This is known as
the ‘full solvency’ position and it is designed to give us the most
detailed picture of the Plan’s financial health. It does not mean
that the University is thinking of ending the Plan.

If the Plan had started winding up at 6 April 2009, the actuary
estimated the full solvency funding level was 45%.

The full solvency funding level is almost always likely to be lower
than the ‘ongoing’ funding level (assuming the Plan continues
into the future). This is because the full solvency position
assumes that members’ benefits will be secured by buying
insurance policies. When estimating the cost to provide
policies, insurers are required to take a very cautious view of the
future, include a profit margin and make an allowance for their
expenses. Therefore, the funding level on the full solvency basis
may seem very low relative to the Plan’s ongoing funding level
of 95%, but it is based on very cautious assumptions together
with an allowance for insurers’ profit margins. By contrast, our
funding plan assumes that the University will continue to
financially support the Plan and it includes less cautious
assumptions about the future than those typically used by
insurers.

The security of your benefits

Even when the funding level is temporarily below target, the
Plan will continue to pay benefits in full as long as it continues.

If the Plan starts to wind up before you retire, the University has
to pay whatever the Plan needs to buy the insurance policies
for members (see ‘Considering all eventualities’ above).

If the University became insolvent, the Pension Protection Fund
(the PPF) could step in and pay compensation to members,
though any payments would generally be less than the full
amounts due. There are more details on the PPF website at
www.pensionprotectionfund.org.uk. Alternatively, write to the
PPF at Knollys House, 17 Addiscombe Road, Croydon,
Surrey CR0 6SR.

FUNDING YOUR BENEFITS – CONTINUED

Following a major reorganisation of its online
resources, the Government’s pension information
service is now available on the Directgov website.
This includes all the information that was previously
available on the now-defunct Pension Service
website. This includes further information about the
proposed changes to the State Pension
arrangements (see page 7).

Visit www.direct.gov.uk and follow the link on the
home page to the ‘Pensions and retirement
planning’ section.
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Increases to preserved Plan pensions
Once your Plan pension starts being paid, it receives increases
each year to help protect its value against inflation. Your
member booklet explains the increases that are applied to
pensions in payment.

Pensions that have been preserved in the Plan are increased or
‘revalued’ for the same reason over the period between the
date you cease to be an active member and the date your
pension starts. However, a recent change in the law will affect
the level of revaluation that is applied from 1 January 2011.

Under the Plan rules, preserved pensions (in excess of any
Guaranteed Minimum Pension) are revalued in line with the
statutory increases set by the Government. These statutory
increases have historically been based on the change in the
Retail Prices Index (RPI). However, this changed from 1 January
2011 when the Government started to use another measure of
inflation – the Consumer Prices Index (CPI) - for this purpose.
As a result, the increases that preserved pensions receive from
1 January 2011 will be in line with the change in the CPI rather
than RPI. (Increases applied up to that date will continue to be
based on the change in the RPI.)

The Trustees wrote to all preserved members about this
change in April.

Pension tax changes

Lower annual allowance

Under current tax laws, individuals have an annual allowance for
the amount of pension savings you can make in a single year
and receive full tax relief. In the 2011/12 tax year, the annual
allowance is £50,000 (down from £255,000 in the previous
tax year).

The amount that counts towards the annual allowance includes
the pension benefits you have built up in the Plan (which
includes the increase in the value of your Plan pension and the
amount of any Additional Voluntary Contributions you have
made), and those you have built up in other employers’ pension
plans or personal pension arrangements.

New pension input period for the Plan

Your progress against the annual allowance is measured over a
12-month timeframe called the ‘pension input period’. The
Plan’s pension input period runs from 6 April to 5 April the
following year. This will apply retrospectively starting from
6 April 2006.

The ever-changing State Pension
The State Pension will form one element of your income in
retirement, but recent Government proposals may affect the
amount some of us will receive – and when we can claim it.

What you could get

The Government is proposing to introduce a flat-rate State
Pension of around £140 a week for a single person. It has been
consulting on its proposals and will announce the outcome of
the consultation in due course.

When you could claim it

Under a change set in motion by the previous Government, the
age at which women born on or after 6 April 1950 can claim
their State Pension is already in the process of rising gradually
from 60 to 65. (This process was due to take place over a
ten-year period ending in 2020.)

However, the Government has recently announced proposals
that would see State Pension Age for men and women rise to
66 by 2020.

Under legislation already in place, State Pension Age would
then rise to 67 between 2034 and 2036, and to 68 between
2044 and 2046. (The Government is currently considering how
the State Pension Age should change in future and may revise
this timetable, subject to approval from Parliament.)

Working beyond age 65
Following plans announced in 2010, the Government has
phased out the national ‘default’ retirement age of 65.

This change, which took effect from 1 October 2011, means
that employers will be unable to make employees retire at a
specific age unless there is a good reason to do so.

The member booklet explains the options that active members
will have if your employer confirms that you can work beyond
the Plan’s Normal Retirement Age.

On the horizon
Starting from next year, the Government is introducing
measures aimed at increasing the number of people saving
towards their retirement.

Under these measures, employers will have to automatically
enrol eligible new employees in a pension scheme which meets
certain minimum standards, and make contributions to the
scheme. (These are the ‘auto enrolment’ regulations.) Any
employer which does not provide a pension scheme that meets
these minimum standards must either make changes to the
pension arrangements they provide for employees, or enrol
individuals in the Government’s new national arrangement, the
National Employment Savings Trust.

Active members are unlikely to be affected by the introduction
of these new regulations as the Plan is a good-quality
arrangement that provides excellent benefits. However, we are
monitoring the situation with our advisers and the University
and will keep you informed of any relevant developments.

Increase
applied
each year

For pension earned
up to and including
6 April 2009

For pension earned from
6 April 2009

Up to
31 December
2010

In line with the RPI, to a
maximum of 5%

In line with the RPI, to a
maximum of 2.5%

From
1 January
2011

In line with the CPI, to a
maximum of 5%

In line with the CPI, to a
maximum of 2.5%

IN THE NEWS
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The Trustees
The Trustees have overall responsibility for running the Plan in
members’ interests, as set out in the Trust Deed and Rules and
in line with current legislation.

Here is a list of the current Trustees.

Nominated by members

Mrs Dorothy Anson, Pensioner

Mrs Karen Atkinson, Earth Sciences

Mrs Julie Kirkpatrick, Health & Safety

Karen Atkinson joined the Trustee Board as a member-nominated
Trustee on 1 May 2011, having received the most votes in the
ballot of active and pensioner members that took place during
late march and early April. Karen replaces Clive Doloughan,
following his resignation as a member-nominated Trustee.

Appointed by the University

Mr Michael Bird, Lay Member of University Council

Mr Jack Boyd, Director of Human Resources

Mr Steve Gardner (Chair), Lay Member of University Council

Professor Nicholas Saul, Member of University Council and
Professor of Modern Languages

Mr Brian Steemson, Director of Finance

The Trustees meet together as a full Board at least three times a
year. They have also set up two sub-committees whose remit is
to monitor particular areas of the Plan’s operation – namely its
investment and administration arrangements. These
sub-committees report back to the full Trustee Board on a
regular basis, making any recommendations that they decide
are appropriate for the Board to consider.

The Trustees’ advisors
To assist the Trustees in their duties, and to help make sure the
Plan benefits from the best possible support, we appoint and
work closely with a number of professional advisors in areas
where specialist expertise is required.

Here are the current advisors.

Actuary Marcus Hurd, Aon Hewitt Limited

Administrator Aon Hewitt Limited

Auditor PricewaterhouseCoopers LLP

Banker The Bank of Scotland

Investment consultant Aon Hewitt Limited

Investment managers Legal & General Investment

Management

Sarasin & Partners

Majedie Asset Management Ltd

Standard Life Investments Ltd

Threadneedle

FINDING OUT MORE
This newsletter aims to give you an overview of the Plan, how it is
managed and how it is developing. If you want to know more
about the Plan or your benefits, there is a range of resources that
you can call on.

For information about your benefits
You can find general information about the benefits that the Plan
provides in your member booklet, which you can access on the
Durham University website. The address is
www.dur.ac.uk/treasurer/university_of_durham_retirement_
benefits_plan_1969/

If you have a specific question about your individual benefits,
please contact Janet Robertson at the Finance Department,
University of Durham, Hawthorn Wing, Mountjoy Centre,
Durham, DH1 3LE. Alternatively, phone direct on 0191 334 6922.

For more information about the Plan
This newsletter contains a summary of recent developments from
around the Plan. If you would like more detailed information, there
are a number of formal documents that you can ask to see.

� The Trust Deed and Rules are the legal documents that
govern the way the Plan operates.

� The Trustees’ Statement of Funding Principles explains the
arrangements that are in place for funding the Plan.

� The Schedule of Contributions shows how much money is
being paid into the Plan.

� The Statement of Investment Principles explains how the
Trustees invest the money paid into the Plan.

� The Trustees’ latest Report and Financial Statements show
the Plan’s income and expenditure over the year that ended
on 5 April 2011.

� There are reports from the actuary on the valuation that took
place as at 6 April 2009, and the updates that were carried
out at 6 April 2010 and 2011.

� The Recovery Plan sets out the steps that the Trustees
agreed with the University in order to clear the deficit that was
identified at the 2009 valuation.

If you would like to see any of these documents, please contact
Janet Robertson.

The Trustees have also reviewed and tightened up the Plan’s
bribery policy following the arrival of the Bribery Act 2010. (This
act has created new offences that apply to trustee companies
and their directors.)

If you need advice
The Trustees aim to make sure you have the information you
need to make the most of your membership, but the law does
not allow us to give you advice about what might be best for your
situation. So, if you are thinking about making changes to your
pension arrangements, you should think about speaking to an
independent financial adviser (IFA).

The Money Advice Service – an independent organisation set up
by the Government and funded by a levy on the financial services
industry – provides free, unbiased information about all aspects of
financial planning. This includes how to find an IFA and what
questions to ask. Visit their website at
www.moneyadviceservice.org.uk or call the helpline on
0300 500 5000 (call rates may vary).

RUNNING THE PLAN


