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A letter from your Trustees
Welcome to the new issue of our Scheme newsletter. As you can see, we have 
made some small changes to the format and style this year and this is partly due 
to your responses to our survey.

We were pleased to find that on the whole, you were happy with the information 
we send you, but at the same time it is best practice for us to keep trying to 
improve the way we communicate. We hope you like these changes – but there 
may still be more we can do. Feel free to send us your feedback.

One of our main features in this issue looks at the particular benefits of being a 
member of our Scheme. Thanks to the financial commitment of the University, we 
are able to provide final salary benefits in an economic climate that has prompted 
many other employers to change the way they provide pensions. We explain 
some of the differences between these schemes in our article, and show why you 
have made such a good move in joining ours.

Elsewhere, we include our regular updates on the Scheme’s accounts, 
membership and investments. There is no funding update this year, as a full 
valuation of the Scheme, looking at the details as at 5 April 2012, has now 
started. Inside, we outline the key steps involved in a valuation – and why it takes 
months to complete.

We hope you enjoy reading this issue and find it informative. Please get in touch if 
you have any questions after reading it – the contact details you need are on the 
back page.

Mr S Gardner 
Chair of the Trustee Board

In name only
Recently, the Trustees made a decision to change the name of the Plan to 
Durham University Pension Scheme. The reason for this change is simply to 
shorten and update the name. This does not have any impact on the Scheme 
itself or your benefits
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Boost your 
benefits
Did you know that you can make extra pension 
savings in the Scheme? We have set up an 
Additional Voluntary Contributions (AVCs) facility 
that you can use to top up your savings.

You might just want to save a bit extra to make life 
easier when you’re older, but AVCs can be particularly 
useful if you are looking to:

OO make up for any times during your career when 
you did not build up a pension;

OO make up for some or all of the reduction in your 
pension if you retire early; or

OO provide extra income to counteract inflation for 
yourself or your dependants.

If you have a target income for retirement in mind, and 
are able to make additional savings, AVCs may help 
you to meet that target.

You can pay AVCs as a regular fixed amount, as 
a percentage of your regular pay or as a one-off 
lump sum. It’s entirely up to you. Your AVCs will be 
deducted from your salary in the same way as your 
normal Scheme contributions.

Your AVCs will receive full tax relief provided the overall 
amount of pension contributions paid each year by 
yourself, and on your behalf, is within the Annual 
Allowance (£50,000 for the 2012/13 tax year). For 
example, £10 paid as AVCs will cost you £8 based 
on basic income tax at 20%. Bear in mind that you 
must earn over the basic tax threshold (£8,105 for the 
2012/13 tax year) to make any tax saving.

For more information about your AVC options, please 
contact the Prudential on 0845 605 1185 (between 
9am and 6pm, Monday to Friday) or visit www.pru.
co.uk.

Highlights from 
the annual 
accounts
On 5 April 2012, the value of the fund was 
£65,923,527. Over the 12 months to that date, the 
income and expenditure was as shown below. The 
Scheme’s formal accounts have been audited by 
PricewaterhouseCoopers.

Fund balance at 5 April 2011 £64,251,384

Income

Members’ contributions £42,686

University’s Pensions+ 
contributions

£2,432,367

University’s special contributions £150,337

University’s payment for Pension 
Protection Fund levy

£9,020

Member’s Additional Voluntary 
Contributions

£24,033

Transfers in from other pension 
schemes

£204,952

Insurance policies £198,296

Total income £3,061,691

Expenditure

Pension payments £2,269,397

Lump sums on retirement £698,723

Lump sums on death in service £156,967

Refunds or transfers for leavers £353,712

Professional fees and expenses £408,149

Insurance premiums £93,567

Total expenditure £3,980,515

Net return on the Scheme’s 
investments

£2,590,967

Fund balance on 5 April 2012 £65,923,527



3

A sound decision for your future
Even if you still have some years to go until you 
retire, it is never too early to start planning for it. By 
joining our Scheme, you have already taken a big 
step in the right direction.

We have mentioned the value of the Scheme and 
its benefits in past issues of this newsletter, but it is 
particularly relevant during the uncertain economic 
conditions we find ourselves in at the moment.

Because we provide a ‘defined benefit’ scheme, 
you can keep track of the benefits you are building 
up. You may recall how your pension is worked out 
from your members’ guide – you build up 1/75 of 
your final pensionable salary for each year of your 
pensionable service.

This type of arrangement – also called a ‘final 
salary’ scheme – costs a lot of money for an 
employer to provide. Some of this money comes 
from contributions made on members’ behalf, and 
from investment returns. But the University must 
pay in all of the additional contributions needed 
to provide all the benefits promised to members, 
and meet the Scheme’s running costs. Currently, 
it is paying in 12% of all members’ pensionable 
salaries.

It is due to this strong financial support from the 
University that we can continue to offer you a 
defined benefit pension. Many companies across 
the UK are not in a position to provide this support, 
and are acting to control their pension costs, and 
the risks they place on their business.

Currently, many employers are trying to tackle 
these risks by revising their pension schemes in 
different ways. It is possible, for example, to ask 
members to share more of the cost by paying 
higher contributions. Another option is to change 
to a ‘career average’ scheme, where the member 
builds up ‘blocks’ of pension based on their salary 
year by year (rather than linking every year to their 
salary near retirement).

However, neither of these options addresses 
the fact that funding defined benefit schemes is 
unpredictable as well as expensive. Longer life 
expectancies, changes to pension law and difficult 

investment conditions all combine to push up 
pension costs, and it is hard to plan in advance for 
any of them.

This is why so many companies have taken the 
decision to close their defined benefit schemes 
and offer employees membership of a ‘defined 
contribution’ arrangement instead.

In a defined contribution plan, the member has a 
personal account which they pay into, along with 
the employer. The member chooses how to invest 
the account during their membership, then uses 
the money they build up to buy their benefits when 
they retire (not unlike the way an AVC arrangement 
usually works). 

The two key differences with defined contribution 
plans are:

OO The employer’s costs are now predictable, 
as the company contribution is fixed as well 
as the member’s (this is where the ‘defined 
contribution’ term comes from); but

OO The member carries the risk, rather than the 
employer, as they decide how much to pay in 
and how they want to invest. The employee 
does not know their exact level of pension until 
they draw their benefits.

Clearly, compared to these other options, a final 
salary arrangement offers you the most stability 
– you know the level of pension you will get, and 
you are not responsible for making investment 
decisions that build up the necessary funds to 
provide that pension.

As Trustees, we carry out our duties with the 
knowledge that the University is committed 
to supporting the Scheme and has no current 
intention of moving away from final salary benefits. 
A good, competitive pension scheme is one of the 
most valuable benefits an employer can offer its 
people, and we hope this outline has shown that 
your decision to join our Scheme was a particularly 
wise one!
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Valuation under way
This issue does not include the regular update on the 
Scheme’s funding – this is because a formal valuation 
of the Scheme is currently in progress.

Pension schemes like our Scheme have to undergo 
a valuation every three years. In between valuations, 
the actuary gives us a less formal yearly update on the 
funding position.

Valuations are designed to show us how well the 
Scheme is ‘funded’. At the start of a valuation, we, 
as Trustees, work with the University and the actuary 
(who is an expert on how finances are likely to behave 
in future) to agree certain assumptions on what might 
happen in the coming years to affect the Scheme’s 
funding – for example, how inflation or salaries are 
likely to increase, or how might life expectancies 
change.

Then the actuary takes information about the Scheme 
on a particular date and estimates the Scheme’s 
funding target (the money it will have to pay out in 
benefits and costs, plus a safety margin) and assets 
(the money it holds, plus income from contributions 
and investments).

If the assets are greater than the funding target, the 
Scheme has a ‘surplus’. However, in the current 

climate, we would expect our Scheme (along with 
many other final salary schemes) to have a shortfall, 
where the assets are currently lower than the funding 
target. In last year’s issue, we reported that the 
funding level at 6 April 2011 was 95% - in other 
words, the assets were not quite high enough to meet 
the ongoing target.

The key reason for regular valuations, however, is to 
alert us to the Scheme’s position and allow us to take 
action in good time. We have already mentioned the 
strong financial support from the University, and the 
current contribution arrangements aim to clear the 
shortfall by 2024. The results of the current valuation 
may show that the shortfall has grown (given the 
economic climate at the moment) – if this happens, 
the actuary will recommend a new rate of contribution 
for us, and the University, to consider. 

The work needed to carry out a full valuation is 
involved and complex – to the extent that scheme 
trustees are given 15 months to complete them. This 
is also why there is no requirement to send members 
a funding update while the valuation is under way. We 
will bring you the results in the next issue.

Scheme population
On 5 April 2012, there were 2,165 Scheme members. Compared to the previous year, the split 
between active, pensioner and preserved members was as shown below.

2011 2012

Active members who are 
contributing to the Scheme 
and building up benefits.

900 946

Pensioners who are already 
receiving benefits from the 
Scheme

614 643 

Preserved members who have 
left benefits in the Scheme.

573 576

Total 2,087 2,165

2012

2011
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Investing the assets
As Trustees, we are responsible for investing the 
Scheme’s assets. Our aim is to build and maintain a fund 
that can meet the cost of the benefits. After each actuarial 
valuation, we review our investment approach with our 
advisers to ensure that it remains on track.

To spread the risk of placing all the assets in similar 
areas, we have distributed them over different types of 
investments including company shares (equities), gilts and 
property. The investments are also managed in different 
ways – see below. In this way, if one particular market, 
region or manager performs poorly, it need not affect the 
whole fund.

As part of our duties, we monitor the investment 
managers’ performance. We do this by comparing 
returns on the Scheme’s investments to those of similar 
pension funds and market indexes (called ‘benchmarks’). 
This means we can gauge whether or not the overall 
investment approach, the managers and the investments 
themselves are performing above, below or the same as 
their benchmarks. This helps us to track progress against 
our original objectives.

We currently have five investment managers with different 
areas of expertise:

OO Legal & General (L&G)

OO Threadneedle

OO Majedie Asset Management

OO Sarasin & Partners

OO Standard Life

Legal & General manages proportions of the Scheme’s 
equity investments and gilts using a ‘passive’ approach. 
This means choosing investments in line with a market 
index, to achieve similar returns to the chosen index. This 
style of management is also known as ‘index tracking’.

Threadneedle and Sarasin & Partners have been 
chosen to ‘actively’ manage the rest of the Scheme’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 Scheme’s property assets by 
investing in a property unit trust with the aim of achieving 
returns above its performance target.

Standard Life manages a small proportion of the assets in 
‘absolute return’ investments. This type of fund spreads 
the assets over different types of investments. The aim 
is to achieve a balance between long-term growth and 
short-term volatility (or risk of falling returns).

How the assets are invested
This table shows the split of assets across the various 
investment classes on 5 April 2012.

Manager
Type of 
investment

Proportion of 
the assets

Legal & 
General (L&G)

UK equities, 
overseas equities 

and gilts
52.35

Threadneedle UK property 8.45

Majedie Asset 
Management

UK equities 15.12

Sarasin & 
Partners

UK and 
overseas 
equities

10.17

Standard Life
‘Absolute return’ 

investments 13.91

Total 100.00
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Performance snapshot
This table shows the returns on the Scheme funds over the one, three and five-year periods to 5 April 2012. Pension 
schemes invest for the long term, so it is useful to look at performance over longer periods to see where returns have 
been affected by rises and falls in the markets – for example, you can see the recent volatile behaviour of equities in 
the three-year return figures below…

Manager Performance to 5 April 2012

Return over 1 
year

Yearly 
average 

return over 3 
years

Yearly average 
return over 5 

years

L&G UK Equity Index Fund 1.5 19.1 2.0
L&G Overseas Equity Index Fund -2.8 16.3 4.3
L&G Over 15 Years Gilts Index Fund 49.5 0.2 8.3
BJ Active Corporate Bonds Over 10 Years Index Fund 40.0 9.6 5.4
Threadneedle Property Unit Trust 6.7 -1.3 1.2
Sarasin Equisar Global Thematic Fund -4.3 10.0 N/A
Standard Life Global Absolute Return Strategies Fund 9.0 45.0 8.5
Majedie UK Equity Fund -3.4 10.3 N/A

Working for you
The Trustees are responsible for managing the Scheme 
according to its Trust Deed and Rules and the law. We 
also have a duty to consider members’ interests when 
making any decisions.

Each year, the full Trustee Board meets at least 
three times. The investment and administration sub-
committees regularly hold additional meetings. The 
purpose of each sub-committee is to identify, discuss 
and make decisions on more detailed issues, then 
report their conclusions back to the board as a whole. 

Currently, there are eight Trustees. Three were 
nominated by members, while the other five were 
appointed by the University. A list of the current 
Trustees is shown below. On 1 August 2012, Professor 
Nicholas Saul resigned from the Trusteee Boardand 
Professor John Ashworth was appointed on the same 
date. The Trustees extend their thanks to Professor 
Saul and welcome Professor Ashworth.

Nominated by members
Mrs Dorothy Anson, Pensioner 
Mrs Karen Atkinson, Earth Sciences 
Mrs Julie Kirkpatrick, Health & Safety

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  
(resigned 1 August 2012) 
Mr Brian Steemson, Director of Finance 
Professor John Ashworth, Professor of Economics 
and Principal of St Aidan’s College  
(appointed 1 August 2012)

Help from the experts
We have appointed professional advisers and technical 
experts who help us to run the Scheme and keep pace 
with any changes that might affect our role.  Sometimes 
this is done at formal training sessions outside our 
formal meetings.

Our current advisers are:

Actuary   Marcus Hurd, Aon Hewitt  
Administrator  Aon Hewitt 
Auditor   PricewaterhouseCoopers LLP 
Banker  The Bank of Scotland 
Investment consultant  Aon Hewitt 
Investment managers Legal & General Investment 
  Management  
  Sarasin & Partners 
  Majedie Asset Management Ltd 
  Standard Life Investments Ltd 
 Threadneedle
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In the news

Your State pension age
The government is continuing with its plans to change 
State pension ages to reflect the fact that people are 
living for longer.

The first change they introduced will make the State 
pension age equal for women and men, by increasing 
women’s State pension age to 65 between April 2016 
and November 2018. For women, this means:

OO If you were born before 6 April 1950, your State 
pension age is 60.

OO If you were born on or after 6 December 1953, it is 
65.

OO However, if you were born between those dates, 
your State pension age will be between 60 and 65 
(it increases on a sliding scale).

Men born before 6 December 1953 have a State 
pension age of 65.

Then, from December 2018 until October 2020, State 
pension age for all will rise to age 66.

The government has proposed further changes, 
starting with an increase to age 67 between 2026 and 
2028.

You can find more information including a calculator 
for working out your State pension age, at:

http://www.direct.gov.uk/en/
Pensionsandretirementplanning/StatePension/
DG_4017919

(The calculator may be particularly useful if your State 
pension age falls during an ‘increase period’. For 
example, if you were born on 1 June 1954, your State 
pension age is 65 years and 7 months.)

More changes to the State 
pension
Currently, there are two main parts to the State 
pension:

OO the basic State pension, known as the ‘old age 
pension’; and

OO a top-up pension that is linked to earnings – the 
State Second Pension (S2P).

It is also possible to claim tax credits to further top up 
State pension benefits.

The annual Queen’s Speech in May 2012, which 
is used to outline forthcoming changes to the law, 
confirmed that the government will move ahead with 
plans to abolish the current two-part State pension 
system and replace it with one flat-rate pension that 
will be available to everyone. The timing of the change 
has not been confirmed, but it is likely that the new 
pension will be around £140 a week (in line with the 
current ‘guarantee credit’ that tops up pensioners’ 
incomes if they fall below that amount).

Automatic enrolment
Following a recent change to pension law, all 
employers are now required to automatically enrol 
eligible employees into a workplace pension. While 
there are some exceptions to this rule, such as people 
who earn below a certain amount, the government’s 
overall aim is to increase the number of people who 
have a workplace pension.

Although the new rules took effect in October 2012, 
they are being phased in over time. Larger companies 
have had to introduce the change immediately, while 
other companies have longer to make the changes.

Public-sector pensions
Faced with the continually rising cost of funding 
public-sector pensions, the government has proposed 
a raft of future changes. These include raising 
retirement ages, increasing contributions and changing 
the type of benefits that members will receive. 
Currently, most public-sector workers are members of 
final salary plans like our Scheme.

In response to these announcements, the government 
has been faced with opposition from Unions and 
strikes from some workers. As we go to print, 
discussions are still ongoing and the disputes have not 
been resolved.



8

Survey responses
Thank you to everyone who completed and 
returned the short questionnaire enclosed 
with your 2011 newsletter. The feedback 
we received showed that, on the whole, 
members are satisfied with the current Scheme 
communications.

We are always keen to hear your views. If you 
have any comments on the content of this 
newsletter, or suggestions for future editions, 
please let us know (see above).

If you want to know more
You can find information about the Scheme in a 
number of places. Some of these are listed below.

OO The University website: www.dur.ac.uk/treasurer/
university_of_durham_retirement_benefits_
plan_1969/

OO Your Scheme booklet.

OO The annual Summary Funding Statement 
(enclosed).

OO Your annual benefit statement.

OO The Additional Voluntary Contributions (AVCs) 
leaflet that was sent to you in August 2012.

Have your circumstances 
changed?
The records we hold for you are important as they 
help us to work out and pay benefits as quickly and 
correctly as possible. If you have any changes to 
report, such as getting married, moving house or 
having a child, please let us know so that we can 
update our records.

You can also tell us who you would like to receive any 
benefits due on your death. The Trustees will consider 
your wishes when they are making a decision. For a 
nomination form, please contact Janet Robertson (see 
below).

Here to help
If you have any questions about the Scheme or your 
benefits, please contact:

Janet Robertson 
University of Durham 
Pensions Section 
Hawthorn Wing 
Durham 
DH1 3LP

Telephone:  0191 334 6922

Personal financial advice
As Trustees, we can give you information about your 
benefits, but we cannot offer personal advice. So, if 
you need help with financial planning, or other money 
matters, please contact an authorised adviser. You can 
read more about this and get in touch with an adviser 
at www.moneyadviceservice.org.uk or call  
0300 500 5000.


