
Durham University Pension Scheme

Your pension 2014
Saving for your future with 
Durham University
Welcome to the latest issue of our Scheme newsletter, which 
provides you with an update on developments in the Scheme and 
news from the wider pensions world.
It is always pleasing to start with positive news and this is certainly the case following 
the latest yearly update on the Scheme’s funding position. This update, which used 
information as at 6 April 2014, found that the Scheme’s funding level had risen to an 
estimated 85% – up from 75% at the 2012 valuation.

These yearly updates are less detailed than formal valuations, but the results are 
encouraging nonetheless. They are a further indication that our funding plans are in good 
shape and that – with the continued support of the University – the Scheme and your 
benefits remain in safe hands. Please turn to page 4 for more details.

We hope you find this issue interesting. As always, we are interested to hear what you 
think about the newsletter – or indeed any of the other information we provide about the 
Scheme. So, if you have any comments or suggestions, please let us know. Write to 
Payroll Manager Janet Robertson at the address on page 7.

Mr S Gardner 
Chair of the Trustee Board
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Progress report 
The information in this section comes from the 
Trustees’ latest audited report and accounts, which 
covers the Scheme year that ended on 5 April 2014.

From the accounts

Fund balance on 6 April 2013 £74,109,565

plus What came in £4,065,732

University’s normal and 
Pensions+ contributions £3,182,404

University’s special 
contributions £91,800

Members’ normal contributions £56,870

Members’ Additional Voluntary 
Contributions £32,193

Transfers in from other pension 
schemes £659,707

Insurance policies £42,758

minus What went out £4,373,595

Pension payments £2,535,912

Lump sums on retirement £405,295

Lump sums on death in service £75,666

Refunds or transfers for leavers £712,991

Professional fees and expenses £490,803

Insurance premiums £152.928

plus The net return on the 
Scheme’s investments £5,026,737

Fund balance on 5 April 2014 £78,828,439

1,126

632

659

The membership
There were 2,417 members in the Scheme on  
5 April 2014.

■   active members, who are building up 
benefits

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

■    pensioners (and the dependants of 
members who have died), who are receiving 
a pension from the Scheme
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The Scheme’s investments
Our investment strategy is designed to help protect 
the benefits that members have built up in the 
Scheme and meet the rising cost of the benefits that 
will build up in future.

Under our current strategy, we invest in a mix of 
carefully-selected asset classes, each of which has a 
particular role to play in helping to maintain the  
long-term health of the Scheme’s funding level.

For example, the Scheme’s investments include 
‘return seeking’ assets such as equities and property. 
As the name suggests, these asset classes have the 
potential to provide the kind of positive long-term 
growth that can help reduce the Scheme’s funding 
deficit and support the benefits that active members 
are building up. The equity and property markets also 
behave differently, which allows us to spread the risks 
involved in this element of the investment portfolio.

Meanwhile our ‘risk reducing’ investments in asset 
classes such as gilts and bonds provide a regular 
income that is designed to match as closely as 
possible the value of the benefits that members have 
built up in the Scheme. This element of the Scheme’s 
portfolio was a particular focus for the Trustees in the 
year under review, as we worked with our advisers 
to increase the level of protection in place against 
changes in interest rates and inflation – both factors 
which can increase the cost of supporting members’ 
benefits.

The Trustees have appointed a number of specialist 
managers to implement this strategy, an approach 
which aims to make sure the Scheme benefits from 
an appropriate range of expertise and investment 
styles across the different markets in which it invests.

The table 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 2014.

Legal & General  
Portfolio: Equities, bonds and gilts 57.5%

Threadneedle  
Portfolio: Property 9.1%

Majedie Asset Management  
Portfolio: Equities 18.3%

Sarasin & Partners  
Portfolio: Equities 4.7%

Standard Life  
Portfolio: Includes equities and bonds 
(through its Global Absolute Return 
Strategies Fund)

10.4%

Over the coming months the Trustees will continue to 
develop a plan to reduce risk further, as the Scheme’s 
funding position and market conditions improve.
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Funding update
Once every three years, the Actuary carries out a formal 
review of the Scheme’s funding position in a process 
called a valuation. The latest valuation took place using 
information as at 5 April 2012 and we reported the results 
in last year’s newsletter.

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. However, a lot can 
happen in three years and so, to help us monitor the 
development of the Scheme’s funding position between 
valuations, we have asked the Scheme Actuary to provide 
us with annual updates. The Scheme Actuary’s latest 
update was carried out using information as at  
6 April 2014. 

This process of preparing these updates is not as 
thorough as a full valuation. For example, it involves  
taking the results of the previous valuation and assessing 
how these might have been affected by changes to 
economic conditions since that date. It does not take 
changes to the Scheme membership into account. In 
addition, the further away we get from the valuation 
date, the more approximate the updates are likely to 
be. Nevertheless, they give us a useful insight into the 
Scheme’s financial health.

The latest position
The Scheme Actuary’s latest update shows that at  
6 April 2014, the deficit had shrunk to an estimated  
£13.3 million. This is equivalent to a funding level of 85%.

The chart below contains more information and shows 
how the funding position has developed since the latest 
valuation in 2012.

The improvement we have seen in the funding level 
over this period has been driven largely by a strong 
performance from the Scheme’s investments. This has 
helped the value of the Scheme’s assets rise more quickly 
than the funding target (the amount that the Scheme 
needs to be fully funded).

Update 6 April 2014 Update 6 April 2013 Valuation 6 April 2012

Our funding target £92.2 million £97.1 million £87.0 million

The value of the Scheme’s 
assets

£78.5 million  
(See Note below) £73.8 million £65.5 million

The overall position Deficit of £13.7 million Deficit of £23.3 million Deficit of £21.5 million

Note: The value of the Scheme’s assets at 6 April 2014 is based on the unaudited accounts.

100%

85%

0% 100%

76%

0% 100%

75%

0%
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Clearing the deficit
The Scheme Actuary calculated that the funding deficit 
identified in the 2012 valuation could be cleared by 2024 
if the Scheme’s investments continue to perform as 
expected. 

As announced in last year’s newsletter, we have also 
agreed a contingency plan with the University. Under this 
plan, we have set targets for the reductions we want to 
see in the deficit in the coming years. If the Scheme does 
not meet this target in any given year, the University will 
make an additional one-off payment for that year to  
help make up the shortfall. So, for example, we have 
agreed that the deficit should be no more than  
£12.6 million by 6 April 2015. If the deficit is bigger than 
this, the University will make a one-off payment of up  
to £0.6 million. The University will make similar 
contributions if the Scheme does not meet the targets  
set for April 2016 and April 2017.

Supporting the benefits that will build up in 
future
As part of the plan we agreed to fund members’ benefits, 
the University increased its normal contributions from 
12% to 13% of members’ pensionable salaries following 
the 2012 valuation.

The Scheme Actuary will check on progress at the next 
valuation which will be due at 6 April 2015.

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.) 

However, we are also required by law to calculate and 
show the funding position in the event that the University 
decided to end – or ‘wind up’ the Scheme – even 
though it has said it has no intention of doing this. (This 
measurement is called the ‘full solvency’ position.) 

If the University were to voluntarily decide 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 2012 (the date of 
the latest valuation), when the Scheme Actuary calculated 
that the full solvency funding level would have been 47%.

In the extreme situation that the University might have to 
wind up the Scheme through becoming insolvent, the 
Pension Protection Fund (PPF) may step in and provide 
compensation. You can find more information about the 
PPF on their website at  
www.pensionprotectionfund.co.uk.

The University’s financial commitment to your pension

A final note
It is possible that, if the Scheme is in surplus, the Trustees could decide to make payments back to the University. 
As the Scheme has been in deficit, no payments of this kind have been made.

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.
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In the news 
Pension scams:  
don’t get stung
In last year’s newsletter, we highlighted the growing 
problem of ‘pension liberation’ – a type of fraud in 
which individuals are encouraged to access their 
pension savings before the law allows and convert them 
into a cash sum instead. 

Since then, the Pensions Regulator has seen a rise 
in both the number and variety of scams that are 
designed to encourage individuals to part with their 
retirement savings. 

In response, it has launched a new campaign aimed 
at raising awareness of the dangers involved, and the 
steps you can take if you think you – or someone you 
know – has been targeted. 

At the heart of this campaign is an instruction to stay 
alert. Some scams will sound convincing and will 
appear to be legal. However, most will be bogus and 
will probably result in you losing most, if not all, of your 
savings. In addition, you may also be subject to tax 
charges of over half the value of your pension for taking 
an ‘unauthorised payment’.

For more details – how to 
spot potential pension scams, 
what to do if you suspect a 
scam and who to contact – 
please go to the Regulator’s 
website at  
www.thepensionsregulator.gov.
uk/pension-scams

Introducing greater flexibility
The 2014 Budget contained details of some significant 
changes that will give members of defined contribution 
(DC) plans more flexibility about how they use their 
pension accounts when they retire (see opposite). 

In the main, the changes do not apply to defined 
benefit (DB) arrangements like the Scheme and – if your 
pension has not yet started – you will continue to have 
the same options for your benefits as you do at present. 

However, the proposals may be of interest to some  
of you.

For example, if you are paying or investing Additional 
Voluntary Contributions, the changes will give you more 
options about how you use these at retirement. We 
are working with our advisers to understand the likely 
implications and will give you more information as soon 
as it is available.

Meanwhile if you are a deferred member, you currently 
have the option to transfer your Scheme benefits to a 
DC plan. This would allow you to take advantage of the 
greater flexibility that is being made available for  
DC members. 

Please be aware that transferring Scheme benefits in 
this way will not be appropriate for everyone and if it is 
something you are considering, we encourage you to 
obtain independent financial advice before you make 
any decisions. See page 8 for contact details. 

Small pensions
The changes announced in the Budget also included an 
increase in the level of benefits that can be taken as a 
one-off cash sum under the ‘trivial commutation’ rule – 
a rule that applies to members of DB arrangements like 
the Scheme as well as DC plans and may be of interest 
if you have built up a relatively low level of benefits.

Following the change, the value of benefits from an 
individual scheme that you can take as a cash sum 
went up from £2,000 to £10,000. 

At the same time, the overall value of benefits from all 
schemes that you can take as a cash sum has gone up 
from £18,000 to £30,000.

This change means that more Scheme members will 
be able to consider trivial commutation as an option 
when to taking their benefits. We are in the process 
of analysing Scheme records and plan to write to all 
affected members later this year to give you more 
information and explain your options.

The changes in brief
At the moment, members of DC plans typically take 
some of their pension account as a tax-free cash sum 
and use the balance to buy a pension income called 
an ‘annuity’. The changes announced in the Budget 
– which take effect from April 2015 – would allow 
DC members to take the full amount of their pension 
account as cash if they want. 

The changes also remove the restrictions that 
currently apply if DC members want to vary the 
income they receive from their pension account  
each year.
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Finding out more     
For information about the 
Scheme
General information
The aim of this newsletter is to keep you up to date 
with news about the Scheme and how it is developing. 
If you would like to know more, there is plenty of 
additional information available on the University 
website. The address is  
www.dur.ac.uk/treasurer/university_of_durham_
retirement_benefits_plan_1969/

Detailed information
In addition to the information available online, there are 
a number of formal documents that you can ask to see. 
These include: 

 O the report and accounts for the year ended 5 April 
2014;

 O the Scheme Actuary’s latest reports (on the 
valuation at 6 April 2012 and the update at 6 April 
2014);

 O the Scheme rules; and
 O the documents which set out the Scheme’s funding 

principles, and its contribution and investment 
arrangements.

Please contact Janet Robertson for more information. 
Write to: Janet Robertson, University of Durham, 
Pensions Section, Hawthorn Wing, Durham DH1 3LE. 
Or, phone 0191 334 6922.

For information about your benefits
If you have a question about your individual benefits, 
please get in touch with Janet Robertson (using the 
details above), or e-mail the Scheme administrators at 
dups@aonhewitt.com.

Remember that if you are an active member, we send 
you a personalised benefit statement each year. This 
gives an estimate of the benefits you could receive from 
the Scheme when you retire.

For information about Additional Voluntary 
Contributions
If you are an active member and want to build up a 
higher level of benefits for your retirement, remember 
that you can top up your pension savings through 
Additional Voluntary Contributions (AVCs). AVCs can 
help you to meet your retirement target, and make up 
for any years in your career where you weren’t building 
up a pension. 

 O 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).

 O To start paying AVCs, phone Dean Lloyd on 0191 
334 6888 and ask for an application pack. 

For advice
As Trustees, our aim is to provide you with the 
information you need to make the most of your 
membership. However, the law does not allow us to 
give you advice about what might be best for your 
situation. So, if you are thinking of making any changes 
to your pension arrangements, we recommend you 
speak to an independent financial adviser (IFA).

If you do not already use an IFA, www.unbiased.co.uk 
can give you details of IFAs in your area. Type your 
postcode into the search engine on the website.

It is important to check that whoever advises you 
on financial services and products is qualified and 
authorised to do so. Visit the Financial Conduct 
Authority website at www.fca.org.uk or phone their 
consumer helpline on 0800 111 6768.

Please remember that you may have to pay a charge 
for any advice that you receive.
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The Trustees
As Trustees, our main responsibility is to make sure that 
the Scheme is run in line with its Rules and with current 
pension law while protecting members’ best interests.

There are currently eight Trustees. Five have been 
appointed by the University and three have been 
nominated by members.

Member-nominated Trustees

Mrs Dorothy Anson Pensioner
Mrs Karen Atkinson Earth Sciences
Mrs Julie Kirkpatrick Health & Safety

University-appointed Trustees

Mr Michael Bird Ex-member of the University 
Council

Mrs Clare Curran Director of Human Resources 

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

Mr Brian Steemson Director of Finance

Professor John Ashworth Professor of Economics and 
Principal of Stephenson College 

We meet together as a full Trustee Board at least three 
times a year. We have also set up two smaller sub-
committees to focus on the Scheme’s investment 
and administration arrangements respectively. These 
committees have the authority to make decisions about 
certain areas of the Scheme’s operation, and report 
back to the Trustee Board with regular updates and 
recommendations for any further steps they believe would 
benefit the Scheme.

Our advisers 
As Trustees, we have a sound working knowledge of 
pensions. To make sure the Scheme benefits from the 
best possible guidance, we appoint and work closely with 
a number of professional advisers and technical experts in 
certain areas which require detailed specialist knowledge.

Actuary Simon Corbett, Aon Hewitt
Administrator Aon Hewitt
Auditor PricewaterhouseCoopers LLP
Banker The Bank of Scotland
Investment consultant Aon Hewitt
Investment managers Legal & General

Sarasin & Partners
Majedie Asset Management
Standard Life
Threadneedle

Your role
When it comes to making sure the Scheme 
continues to run as efficiently as possible, you also 
have a role to play – and that’s to make sure you 
keep your details up to date.

This will help us to keep in touch with you and pay 
your benefits correctly.

For example, it is essential that we hold up-to-date 
address details for you on our records, so please 
let us know as soon as possible if you move 
home. This is particularly important if you are a 
deferred or pensioner member, as we may have no 
other way of contacting you.

The Scheme will provide benefits for eligible 
dependants in the event of your death. Help us 
make sure we hold accurate details about you 
(and any partner or family) on our records. Let us 
know if there is any change in your personal 
circumstances, for example if you get married or 
register a civil partnership, or if you have children. 

Take a few minutes every now and then to 
review the information you have given on your 
Expression of Wish Form. If you die, the Trustees 
use the information on this form when we decide 
who should receive any benefits that may be 
payable. If you need a new Expression of Wish 
Form, please print one off from the University 
website at the address on page 7. Alternatively, 
please contact Janet Robertson and ask her to 
send you one.

Running the Scheme


