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S ummar y Fund ing Sta tement for 2010

Dear Member

It is part of the Trustees’ responsibility to make sure that a full valuation is carried out every three years. In
addition, the Trustees must, by law, provide you with an annual update on the funding position.

The Actuary estimates the cost of future Plan benefits based on a number of assumptions including how
long members might live, the likely level of future salary increases and the long-term rates of inflation and
investment return. The latest valuation was carried out as at 6 April 2009 and this summary funding
statement gives the results, as well as those for the annual funding update as at 6 April 2010.

How is my pension funded?
Durham University pays contributions so that the Plan can build up a fund to pay the pensions and other
benefits to members. You also pay contributions into the Plan to help pay for your benefits. 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.

The Trustees obtain regular valuation reports from the Actuary which provide an estimate of the amount of
assets needed today to meet the benefit payments. The estimate allows for future investment returns.
Using this information, the Trustees arrive at an agreement with the University on the amount
of contributions needed to keep the Plan fund on track to meet the objective to pay pensions and
other benefits.

What are the results of the last valuation?
The latest valuation showed that on 6 April 2009 the funding position on an ongoing basis was:

From 1 January 2010, for future service benefits in respect of current members, the University contribution
rate is 12% of Pensionable Salaries.

The Pensions Regulator has powers to direct matters affecting the funding of the Plan in certain
circumstances. No such directions have ever been made in relation to the Plan.

Change in funding position since April 2009
The funding position is monitored annually. The latest annual funding update was as at 6 April 2010
and showed that the funding level was 92%, with a shortfall of £4.90 million. The funding position
has improved since the last valuation because:

� Investment returns have been higher than assumed in the 2009 valuation.

� Salary increases have been lower that assumed in the 2009 valuation.

This has been offset by:

� Change in market conditions leading to a change in assumptions.

There has not been any payment to the University out of Plan funds in the previous twelve months.

Assets (current money available) £46.85 million

Liabilities (amount required now to provide benefits) £59.67 million

Deficit (shortfall because liabilities are higher than assets) £12.82 million

Funding level (on an ongoing basis) 79%

Estimate of funding level if the Trustees were required to buy insurance policies
to meet the liabilities (known as ‘full solvency’)

45%



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 because:

� 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 benefits may increase, which would result in the University having to contribute more money.

What would happen if the Plan started to wind up?
If the Plan winds up because the University becomes insolvent you may not receive the full amount of pension you have earned, even
if the Plan is fully funded against its target funding level. However, whilst the Plan remains ongoing, even though funding may
temporarily fall below target, pensions will continue to be paid in full.

Why does the Trustees’ funding plan not call for full solvency at all times?
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. 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.

Pension Protection Fund (PPF)
The Plan is in a reasonable financial position but some members may worry about the security of their pension. The PPF was set up in
April 2005 to protect your pension benefits.

It is a type of ‘compensation scheme’ and an annual levy has to be paid to the PPF from final salary arrangements like ours. The PPF will
compensate scheme members if an employer becomes insolvent and its scheme does not have enough money to pay members’
benefits, but any payments would generally be less than the full amounts due.

Further information and guidance is available on the PPF’s website at www.pensionprotectionfund.org.uk. You can also write to:

The Pension Protection Fund, Knollys House, 17 Addiscombe Road, Croydon, Surrey CR0 6SR

What is the Plan invested in?
The Trustees invest in a broad range of assets to get the best return possible while taking account of the liabilities of the Plan.
They also consider the risks associated with having too much money in any one type of investment. On 5 April 2009 the assets were
invested as follows:

Where can I get further information?
If you have any other questions on this statement, or would like any more information about the Plan, please contact Janet Robertson
at the following address:

Janet Robertson, Payroll & Pensions Manager, Durham University, University Office, Durham DH1 3HP

Documents you may wish to see are: the Statement of Investment Principles, the Schedule of Contributions, the Plan’s Annual Report
and Accounts, the Actuarial Valuation as at 6 April 2009, Statement of Funding Principles – Recovery Plan and the Plan Booklets.
These documents are available on request.

Please help us to keep in touch with you by telling us if you change your address.

If, for any reason you are considering leaving the Plan, you should consult an appropriate financial adviser, before taking any action.

Equities (company shares) 51%

Commercial property 5%

Fixed Interest (bonds) 29%

Cash 15%


