
Introduction

The Trustees are pleased to present their 2008 newsletter which has been prepared to keep you informed about
pension matters. Please take the time to read it carefully as it contains important information on how the Plan
is run and provides you with an update on current pension issues.

The newsletter includes highlights of the Plan’s annual accounts for the last financial year ended 5 April 2008,
together with information on the investment and funding arrangements. A copy of the last formal detailed
audited Plan Annual Report and Accounts for the financial year ended 5 April 2008 is available on request from
the Trustees.

The funds in the Plan are held under trust by the Trustees and are kept entirely separate from the assets of the
University. This means the funds are safeguarded irrespective of the University’s financial position or
circumstances.

The Plan is registered with HMRC and continues to comply with the necessary laws and procedures designed to
protect the interests of members, former members and pensioners.

On behalf of the Trustees

THE TRUSTEES

It is the responsibility of the Trustees to ensure that the Plan is managed in accordance with the Trust
Deed and Rules, that proper records are kept, and that the correct benefits are paid out at the right time.

TheTrustees are required to act in the best interests of the members and make sure that the monies in
the Plan are invested properly and held securely.

The current trustees are as follows:

Mrs D A Anson Pensioner Member Member Nominated Trustee
Mr M Bird Lay member of Council
Mr J Boyd Director of Human Resources
Mr T C Doloughan Department of Physics Member Nominated Trustee
Mr S Gardner (Chair) Lay member of Council
Professor HJ Harris Department of History
Mr B Steemson Director of Finance and Deputy Treasurer
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Last year’s newsletter informed active members that as part of the Government’s Pension Reform the
University and Trustees had agreed a two stage nomination process for the appointment of member
nominated trustees. This two stage process was run during the year and requested a total of three
member nominated trustees (two active members and one pensioner member). Only two nominations
were received (from one active member and one pensioner member) therefore there is currently a
vacancy for an active member nominated trustee. If you are interested in finding out more about the
vacancy please contact Payroll and Pensions Manager (contact details on page 8).

The Trustees currently meet four times a year. In addition to these meetings there is an Investment
sub-committee that meets three times a year and the Trustees also meet each of the Fund managers
once a year.

THE PLAN’S PROFESSIONAL ADVISERS

The Trustees call upon the expertise of a number of professionals and specialists to support them in
the management of the Plan and to ensure that it is run in accordance with the law. They are
currently:

Jardine Lloyd Thompson Benefit Solutions (JLT Benefit Solutions) -
provide advice to the Trustees, keep the Plan records and arrange payments of
benefits

Andrew Firbank (Fellow of the Institute of Actuaries) (employed by JLT Benefit
Solutions) - is the named Plan Actuary who advises on funding and contributions

The Royal Bank of Scotland - are the Trustees’ bankers

Legal & General Investment Management

SG Asset Management*

Threadneedle**

PricewaterhouseCoopers LLP - are the Plan Auditors

Dickinson Dees - are the Trustees’ legal advisers

*SG Asset Management held Trustees money at the year end but the Trustees have now disinvested all the money.

**Threadneedle was appointed after the year end.

THE MEMBERSHIP PROFILE

Details of the Plan Membership 2005 2006 2007 2008

Active Members 930 960 892 891

Preserved Members i.e. Leavers
with benefits remaining in the Plan 466 468 532 536

Pensions in Payment (including widows
and widowers pensions) 456 457 486 513

Total at 6 April 1,852 1,885 1,910 1,940
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- invest the Plan monies

(see also page 4 -

The Plan’s Investments)
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FINANCIAL HIGHLIGHTS

Here is a summary of the movements of the Fund that forms part of the audited accounts for the last
Plan year ended 5 April 2008.FUND BALANCE AT 5 April 2005

£41,930,687

University
Contributions

£1,563,709

Lump Sums on
Retirement
£866,398

University
Special

Contributions
(in respect of

part time reinstatements)

£333,020

Lump Sums on
Death in

Retirement
£20,632

Refunds of
Contributions

(on leaving service or death)

£8,337

State Scheme
Premiums

£6,274

Transfers In
£36,651

Death in Service
Insurance Premiums

£96,269

Professional Fees
and Expenses

£323,898

TOTAL
INCOME

£2,748,756

TOTAL
EXPENDITURE

£3,288,618

IN OUT

MONEY PAID INTOTHE PLAN PAYMENTS OUT OFTHE PLAN

Members’
Contributions

£526,952

Employee
Additional
Voluntary

Contributions
£32,806

Transfers to other
Pension Schemes

£242,526

Pension
Benefits Paid
£1,501,831

Death in
Service Claims

£255,618

Lump Sums on
Death in Service

£213,617

Lump Sums on
Death in Deferment

£8,836

Fund Balance
at

5 April 2007

£57,413,801

Fund Balance
at

5 April 2008

£55,599,181

-£1,274,758



THE PLAN’S INVESTMENTS

The Plan’s investments are made in accordance with the Occupational Pension Schemes (Investment)
Regulations 1996.Accordingly the Trustees do not invest any of the Plan’s assets in the University or
any associated colleges, nor have any loans been made.

Following the results of the 6 April 2006 Actuarial Valuation the Trustees have been undergoing a
thorough review of their investment policy to ensure they are maximising the overall return from
income and capital appreciation, whilst having regard to limiting the risk of the assets failing to meet the
liabilities over the longer term. TheTrustees have discussed the results at all stages with the University,
who has agreed the results.

In respect of Fund Managers, it was decided to move all assets from SG Asset Management with
immediate effect due to their repeated poor performance but continue to invest with Legal & General
Investment Management, who have continued to meet the targets set by theTrustees, and appoint new
specialist managers. The Funds that are currently invested in are as follows –

Legal & General Global Equities

Legal & General 50% Fixed Interest Gilts and 50% Fixed Interest Corporate Bonds

Legal & GeneralTreasury Bills

Threadneedle Property

The decision to invest in property was taken to provide enhanced diversification of assets in the hope
of reducing volatility and maximising returns.

The Trustees are still reviewing other asset managers and funds and have therefore decided to
temporarily leave a portion of the Plan’s assets in cash to allow them to switch assets when the full
strategy is finalised. However, following the recent market turbulence and to enhance the security of
the assets the Trustees have recently agreed that the proportion in cash should be transferred to a
Government Treasury Bill fund.

The full policy will be set out in a revised Statement of Investment Principles, which will be completed
once the strategy is fully implemented (the Statement of Investment Principles is discussed on page 6).

The funds were not switched out of SG Asset Management until May 2008 and the assets were
invested withThreadneedle in September, therefore the table below shows the returns achieved by the
Plan’s investment managers during the year to 31 March 2008 on the funds at that date compared with
the benchmark -

Return Benchmark Relative

Legal & General Global Equity -4.9% -5.0% 0.1%

Legal & General 50% Fixed Interest Gilts 4.7% 5.6% -0.9%

and 50% Fixed Interest Corporate Bonds

SGAsset Management Global Equity -6.4% -4.0% -2.4%
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Please find below a table that shows the fund value over the last five years, to highlight the movements
of the fund.

Scheme year ending

5 April 2004 5 April 2005 5 April 2006 5 April 2007 5 April 2008

Net value of
£37,161,908 £41,930,687 £53,675,620 £57,413,801 £55,598,476

SchemeAssets

The performance of all the managers is measured against relevant benchmarks at regular intervals.

There has been a lot of volatility in the markets over recent weeks and this is something the Trustees
are monitoring closely to ensure they are doing everything possible to protect the assets of the Plan.

FINANCIAL “HEALTH CHECK”

The funding position of the Plan is kept under regular review by theTrustees and the University. Every
3 years the Trustees are required by law to have the Plan’s solvency investigated by a qualified actuary
and an actuarial valuation (a “financial health check”) is carried out. This shows the extent to which the
funds cover the benefits due and recommends the level of contribution to be paid into the Plan to meet
the cost of future benefits.

Annual follow up checks are now also required, and members will receive an annual Summary Funding
Statement to show the funding progress of the Plan.

The last Actuary’s full valuation carried out was as at 5 April 2006 and was the first valuation under the
new Statutory Funding Objective (“SFO”). This showed that the fund had a small deficit on this basis
of the Plan continuing, although the funding had improved over the three-year period.
The main reason for the improvement in the Plan’s funding position was the investment returns over
the inter valuation period.

Legislation provides for pension plans to reflect their funding position when quoting transfer values to
members who leave and request to transfer the value of their pension benefits out of the Plan. The
current funding position of the Plan means members will now receive a full transfer value.

A contribution plan has been agreed between the University and the Trustees designed to restore full
funding within the Plan.

The next actuarial valuation is due as at 5 April 2009.

In addition to the last full valuation, the SFO now requires annual updates of the funding to be
performed.The annual update at 6 April 2007 showed that the small deficit on the basis of the Plan
continuing had been removed and the 6 April 2008 update showed that the Plan had maintained this
position.
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STATEMENT OF INVESTMENT PRINCIPLES (SIP)

The Trustees are required by law to prepare a formal statement setting out how the Plan’s assets are
to be invested, including the risks involved and the objectives and targets for the investment managers.

This statement is reviewed at least annually at a Trustee Meeting and the Trustees continue to monitor
investment performance closely and at regular intervals with their investment advisers.

If the Trustees are following a specific ‘ethical’ (i.e. socially responsible) investment policy they are
required to state what it is in the SIP. At this time an ‘ethical’ investment policy has not been adopted
by the Trustees although the matter will be kept under review and considered should suitable
investment funds become available.

ADDITIONAL VOLUNTARY CONTRIBUTIONS (AVCs)

As a member of the Plan you can pay AVCs, which are extra contributions over and above the regular
amount you pay. Paying AVCs is a tax efficient way of saving towards your retirement and enables you
to “top up” your University Pension. However,AVCs are “locked in” until you retire.

Subject to limits set by HMRC you get full tax relief on the money you save and there are tax
concessions on the investment growth of your personal AVC account. Your AVCs can be invested in a
number of alternative ways and if you would like to know more about this facility, information is
available on request from Janet Robertson or JLT Benefit Solutions. It should however be noted, that
alternatives to AVCs such as Stakeholder Pensions and personal pensions are also available to
members.

EXPRESSION OF WISH FORMS

Members are asked to complete an “Expression ofWish Form” which indicates to whom they would
wish payment of the lump sum death in service benefits to be made.

The Trustees have complete discretion in paying out the lump sum and so have the final say as to who
should receive it. However, they will always take your views into account. If you have not filled in one
of these forms we suggest you do so now and then keep it up to date. If you wish to review your
nominations because of a change in your personal circumstances, you should contact the Payroll
Manager at the address on page 8.

2008/2009 STATISTICS

The Lower Earnings Limit and the Upper Earnings Limit are the earnings bands between which the
National Insurance Contributions are payable. For the 2008/2009 tax year the figures are £90 per week
(£4,680 per annum) and £770 per week (£40,040 per annum) respectively.

STATE PENSIONS

The basic State Pension, assuming you have a full national insurance contribution record is £90.70 per
week for an individual and an additional £54.35 per week for a married couple (where the woman has
paid insufficient full rate national insurance contributions to qualify for a pension in her own right). The
Basic State Pension is payable on top of your University pension.
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INTERNAL DISPUTES PROCEDURES

TheTrustees are in the process of reviewing the Internal Disputes procedure to ensure it continues to
meet the needs of the members.The Trustees will contact you in due course if there are any material
changes to the procedure.

You have already been provided with full details of the procedure to be followed if you have a com-
plaint about your University pension. However, in the first instance you should contact the Director of
Human Resources who will progress matters for you with the Trustees:

Director of Human Resources
Human Resources
University Office
University of Durham
Old Shire Hall
Durham DH1 3HP

Telephone : 0191 334 6500

WHERE CAN I GET MORE INFORMATION?

Should you have any questions about this Report, or wish to receive further information about the Plan
or a copy of the audited Plan Annual Report and Accounts, you can contact the Payroll and Pensions
Manager at the following address:

Janet Robertson
University of Durham
Old Shire Hall
Durham DH1 3HP

Telephone: 0191 334 6922
0191 334 6902

Website www.dur.ac.uk/treasurer/university_of_durham_retirement_benefits_plan_1969/

HELPFUL ADDRESSES

TPAS

TPAS (The Pensions Advisory Service) is an independent voluntary organisation which has local
advisers who are experts in pension matters and has been established to provide free advice to Plan
members who have a dispute with the Trustees or their advisors and feel that they have not received
satisfactory advice. If you have a query regarding your membership of the Plan you should always in
the first instance contact either the Trustees or our advisors.TPAS can be contacted at the following
address:

TPAS
11 Belgrave Road
London SW1V 1RB

Telephone: 020 7233 8080
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PENSIONS OMBUDSMAN

TheTrustees make every effort to ensure that you will not have cause to complain about your pension.
However, the Pensions Ombudsman investigates complaints of injustice caused by maladministration
and dispute of fact or law with the Trustees, Manager or Employer. In the first instance, however the
Ombudsman requires you to raise your grievance with the Trustees by following the Internal Disputes
Procedures.The address of the Pensions Ombudsman is:

The Pensions Ombudsman
11 Belgrave Road
London SW1V 1RB

Telephone: 020 7834 9144

PENSION TRACING SERVICE

The service enables members to trace employing companies with whom they have lost contact. The
address of the Pension Tracing Service is:

Pension Tracing Service
The Pension Service
Tyneview Park
Whitley Road
Newcastle upon Tyne NE98 1BA

Telephone: 0845 6002537
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