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Derek Pollock, 

chairman of 

the Trustees

Introduction

           y apologies for a report which Mis later than usual although the 

Summary Funding Statement was 

issued in September. The delay to this 

report is the result of major changes 

for active members which I shall 

mention later.

In last year’s introduction I indicated 

that we had just received provisional       

                                results of the 3-yearly actuarial 

valuation and this had shown that there was a sizeable 

deficit in Halcrow Pension Scheme (HPS) at 31 December 

2005. Since then, the Trustees have been in discussions 

and negotiations with the Company to ensure funding of 

members’ accrued benefits. 

As the deficit had grown and the Company’s ability to 

fund was constrained the process was lengthy. After 

many meetings and with professional support, we agreed 

a schedule of payments  planned to rectify the deficit 

within 15 years. We have submitted details of the agreed 

payment schedule to the Pensions Regulator although, as 

yet, he has made no comment. Actuarial details are given 

later by Bob Scott.

In the current deficit position, even though HPS assets are 

about £300m, the Trustees are dependent on the company 

to pay significant sums into HPS over many years. 

Therefore, the continued health of the Company is key to 

the future of HPS. Accordingly, as part of the valuation, we 

had to consider the ability of the Company to pay. We took 

the advice of a credit specialist to enable us to determine 

the strength of the “company covenant” and were pleased 

to have had full co-operation by the Company. 

For the reasons described we have the benefit of regular 

presentations on the Company’s performance from the 

Finance Director and business plans from time to time. It 

is pleasing to record that Halcrow is currently operating 

above planned levels of profitability and we hope that this 

will continue in the future.

Following the agreement on the funding of the deficit, 

the Company decided that there would be no further 

accrual of benefits for active members after 31 December 

2007. It entered into a period of 90 days’ consultation 

with active members. After considering feedback from 

the consultation, the Company advised its decision to 

close HPS from the end of 2007 but made a number 

of concessions designed to mitigate the impact of the 

changes. The main concession for HPS was that benefits 

built up at 31 December 2007 would continue to have a 

form of salary linkage for up to 5 years. The company also 

agreed that a group of former public-sector employees 

would continue to accrue benefits in HPS, in accordance 

with undertakings given to their former employers.

The Trustees have agreed to these changes as the 

Company has undertaken to provide extra regular funding 

whilst HPS will also benefit if profits exceed those in the 

budget by a certain amount. 

Measures to retain valuable staff are seen in a very 

positive light by Trustees. We were made aware during the 

consultation process that some active members believed 

that Trustees had not discharged their responsibilities. 

Let me use this forum to say that the trustees have taken 

professional legal and actuarial advice and have listened 

to the business case put forward by the company for 

making the proposed changes to HPS. We believe that the 

My thanks to Chief Executive Peter Gammie who engaged 

with us at all times so that a way forward could be found.



rationale behind the changes is sound and, although we 

are disappointed that the company could not go further 

with the mitigation measures, we are pleased that they 

have listened to concerns raised during the consultation 

process and we are satisfied that the package of benefits 

now proposed can be provided without endangering the 

security for existing benefits. 

A major part of our work is the deployment of HPS 

assets. In following our strategic investment plan we have 

made two significant changes. Firstly £20m of equities 

have been sold and the proceeds invested with Record 

Currency Management. Diversifying the assets in this way 

is expected to reduce risk but provide similar returns to 

equities. In addition, we sold £60m of equities in July this 

year when the price was favourable and invested in bonds 

which match our future needs in a better way.

 

Our main objective is to be in a position to pay benefits as 

they fall due. Our membership ranges in age from 25 to 95 

and we expect to be paying benefits for another 70 years! 

We seek to have sufficient monies in low-risk assets, like 

bonds, to pay about the next 10 years’ anticipated benefits 

so that we shall not be forced to sell assets at unfavourable 

prices.

Over the coming months, we shall be having an ongoing 

dialogue with the company to enable broad strategic 

investment ideas to be developed. When this has been 

done it will enable Trustees to act swiftly on advice 

as favourable circumstances develop. We will also be 

developing our ability to monitor Company performance 

in a more systematic way and we are discussing this with 

the Company as well. We look forward to working closely 

in future with Finance Director Alan Saffer, who joined the 

Company in the middle of the negotiations over the funding 

of the deficit.
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Mark Carless has resigned and the Company has 

nominated Peter Harte to replace him. My thanks to Mark 

and welcome to Peter who has many years with the 

Halcrow finance function as well as relevant experience as 

a Pension Scheme Trustee. 

My thanks to all Trustees who have done more work and 

attended more meetings than ever before, as is shown 

by the register of meetings later on under the section 

headed “Trustees”. This was a consequence of the 

Triennial Valuation and the fact that HPS was one of the 

first schemes to tackle the new Scheme Specific Funding 

regime imposed by the 2004 Act.

Pensions Manager Paula Gibbons, Actuary Bob Scott and 

Investment Advisor Chris Helyar all contributed to making it 

possible to discharge our responsibilities and I thank them

all on your behalf.

Dr Derek J Pollock

December 2007
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Bob Scott, Lane Clark & Peacock LLP, London

       arlier this year, I completed the formal 3-yearly Evaluation of HPS and I provided my formal report to 

the Trustees on 27 June 2007.  I also sent a copy to the 

Pensions Regulator.

The key aim of the valuation process was to agree an 

appropriate policy for meeting the benefits earned by 

members for service to date and, in particular, for clearing 

the funding deficit revealed in the valuation.  As Derek 

Pollock has noted in his Chairman’s introduction, the 

eventual agreement took some considerable time to reach 

and involved:

•  a change in investment strategy, whereby the trustees 

sold some “risky” equities to buy “safer” bonds;

•  a commitment from Halcrow to make contributions that 

amount (in 2007 terms) to more than £120 million over 

the next 15 years;

•  a commitment from Halcrow to pay further contributions         

should the company’s financial performance exceed 

certain projections agreed with the trustees; and

•  the closure of HPS to future accrual from 1January          

2008, albeit with benefits for employees remaining linked 

to their salaries (up to a maximum of retail prices index 

(RPI) plus 3% in any year) for a further 5 years.

You should already have received a “summary funding 

statement” that set out the results of the 2005 valuation 

but members who wish to see a copy of my full report may 

have one on application to the pensions department at 

Burderop Park.

  

The next 3-yearly valuation is due at 31 December 2008 

but, in the interim, I will provide annual actuarial reports to 

the Trustees with an update of the funding position over 

the year.  Members will also continue to receive updated 

summary funding statements each year.

Bob Scott

Actuarial statement



 The scheme’s formal report and accounts were completed in July 2007 and audited by Deloitte and Touche LLP. The 

extract below is taken from the formal accounts for the year ended 31 December 2006. 

   Year to  Year to 

   December 2006  December 2005

£000 £000

Income

Employer’s contributions  9,296  9,330

Employee’s contributions  2,372  2,521  

AVCs  465  530

Other income  7  *3,980

Total income  12,140  16,361

Expenditure

Pensions  8,561  7,787  

Lump sums on retirement  503  560

AVCs paid out  463  499 

Death benefits  445  328

Leavers’ benefits  379  480

Insurance premiums  16  30

Administration expenses  623  531 

Total expenditure  10,990  10,215

Income less expenditure                                          1,150                                   6,146

Movement of funds

Assets at beginning of year  265,107  216,492 

Income less expenditure                                          1,150                                  6,146

Net investment growth  26,244                                 42,469 

Assets at end of year  292,501  265,107
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Extract from scheme accounts

* Includes transfer of assets from the Halcrow Gilbert Associates Pension Scheme



The Trustees are responsible for setting the Scheme’s 

investment strategy and appointing investment 

managers, after taking appropriate advice. The day to 

day management of the Scheme’s assets, including 

full discretion for stock selection, is responsibility of 

the Scheme’s investment managers. This is subject to 

complying with the agreed strategy, which specifies the 

target proportions of the Scheme’s assets which should be 

invested in the principal market sectors.

The Scheme’s principal investment managers are 

BlackRock Investment Management UK Ltd (“BlackRock”) 

and UBS Global Asset Management UK Ltd (“UBS”). 

Baillie Gifford Life Limited. In addition, as at 31 December 

2006, the Scheme held £0.7m with King & Shaxson 

Asset Management (“KSAM”); this holding resulted from 

the merger with the Halcrow Gilbert Associates Pension 

Scheme. 
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The Scheme’s investment managers are authorised under 

the Financial Services and Markets Act 2000 to carry out 

investment activities.

The Trustees have produced a Statement of Investment 

Principles, which sets out the Scheme’s policy on 

investment matters. This document is available to 

members on request.

Investment report

  

UK equities 42.6%

Fixed-interest 
bonds 17%

Index-linked 
bonds 1.1%

Property 6.4%

Cash 4.5%

Overseas
equities 28.4%
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The Scheme’s investment strategy is to hold sufficient 

assets in bonds to enable the Scheme to meet 

benefit payments expected to fall due over the following 

10 years, without recourse to equity assets. As the 

Scheme becomes more mature, this implies an increasing 

proportion of the assets will be held in bonds and, 

eventually, when there is only 10 years’ benefit payments 

left to make, all the assets will be held in bonds.

As such, the assets are divided into two separate 

portfolios:

•  a “Bond Portfolio” which consists of assets considered 

by the trustees to be relatively low risk i.e. government 

bonds and corporate bonds; and

•  an “Equity Portfolio” which consists of assets such 

as UK and overseas equities and property which the 

Trustees anticipate will provide higher investment returns 

than the Bond Portfolio over periods of 10 years or 

more, albeit with greater risk.

Investment policy

The Trustees have selected Baillie Gifford and UBS as 

the investment managers for the Equity Portfolio. Each 

manages approximately half of the assets of the Equity 

Portfolio.

Baillie Gifford manages a portfolio of global equity 

investments with the objective of achieving overall 

investment returns of 1.5% to 2.0%pa (before fees) in 

excess of their combined benchmark. The fees payable to 

Baillie Gifford are related to their investment performance 

relative to the agreed benchmark.

UBS manages a portfolio of global equities on an index-

tracking basis. UBS also actively manages the Scheme’s 

property investments.

The Trustees have selected BlackRock as the investment 

manager for the Scheme’s Bond Portfolio. BlackRock 

manage the investments of the Bond Portfolio with an 

objective of achieving investment returns of 0.75% pa 

(before fees) in excess of the combined benchmark, over 

rolling three-year periods.
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Over 2006, the Trustees, with their investment advisers, 

considered ways of further diversifying the Scheme’s 

investments. Following this review, the Trustees decided to 

allocate 10% of the Scheme’s Equity Portfolio to an actively 

managed currency fund and 5% of the Equity Portfolio to a 

fund of hedge funds. The allocation to currency funds was 

completed in 2007 and the Trustees intend to move assets 

to a fund of hedge funds in 2008.

For each of the Scheme’s investment managers, the 

Trustees have set a benchmark portfolio. The Trustees 

regularly measures the managers’ investment performance

against the returns on the benchmark portfolio, which are 

calculated as a composite of the relevant market indices.

The table below shows the Scheme’s strategic asset 

allocation as at 31 December 2006.

Baillie Gifford
Equity Portfolio

UK equities

Overseas equities

Property

UK corporate bonds

Fixed interest gilts

Index linked gilts

Cash

Total

Performance target
against benchmark

35%

60%

40%

100%

+1.5%

Proportion of the Fund as at
31 December 2006 36%

60%

40%

100%

+0.0%

23%

58.2%

34.1%

7.3%

0.4%

100%

+0.75%

6%

100%

100%

+1.0%

42.6%

28.4%

6.4%

8.5%

8.5%

1.1%

4.5%

100%

UBS Equity
Portfolio

Bond
Portfolio

UBS Property
Portfolio

Total Fund
Benchmark

Investment policy continued



The market value and absolute and relative performance 

(before fees) for the year ending 31 December 2006 of 

Scheme’s assets are shown in the table below.

The table excludes the assets held with KSAM and the 

Additional Voluntary Contributions, which are invested with 

Norwich Union, Prudential, London Life and Phoenix. The 

Scheme does not hold any employer-related investments.

A significant proportion of the Scheme’s assets are actively 

managed, whereby the Trustees set the investment 

manager an objective to outperform their benchmark.

 

The objectives are generally to outperform the benchmark 

by a specified margin over rolling three year periods. 
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UBS

Baillie Gifford

BlackRock

UBS property

Combined

Scheme assets to
31 December 2006

One year to
31 December 2006

Three years to
31 December 2006

Market value
(£m)

Market value
(%)

102.5

100.0

64.4

18.4

285.3

35.9

35.1

22.6

6.4

100.0

Scheme
(%)

Benchmark
(%)

13.5

11.7

2.0

17.4

10.4

13.4

13.2

1.7

18.6

10.8

Scheme
(%)

Benchmark
(%)

16.4

19.9

5.8

18.4

13.7

16.3

19.5

5.7

18.4

13.8

Scheme assets as at 31 December 2006
and investment performance

The table provides annualised one and three year returns to 31 December 2006 for each of the managers.

Figures are gross of fees (i.e. have not been deducted from the fund returns).

Over the three years to the end of 2006 the fund’s 

combined return was 13.7%, 0.1% below the benchmark 

return of 13.8%. However, the above manager returns are 

all at or above the Benchmark return. Baillie Gifford’s return 

is part of the period to 31 December 2006, prior to this 

Deutsche Asset Management (DeAM) managed part of the 

assets. The reason for the apparent inconsistency between 

the combined returns and the managers’ returns is that 

DeAM underperformed over the period before Baillie Gifford 

were appointed.
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Market background

UK economic growth remained steady over the period. 

However, the pace of US growth slowed in the 

second part of the period despite lower commodity prices 

lending support to consumer demand. Eurozone growth 

also showed signs of weakening towards the end of the 

period.

Initially inflationary pressures built, as a result of 

strengthening economic growth and rising commodity 

prices, and then subsequently eased. In the US, interest 

rates continued to rise toward inflation, reaching a five year 

high of 5.25% by the end of June 2006.

In the UK the base rate was held at 4.5% despite the 

growing inflationary pressures until August 2006 when it 

was increased by 0.25% to 4.75%. With inflation above the 

2% target, rates were raised by a further 0.25% to 5.00% 

in November 2006.

Eurozone rates were increased to 3.50% during the period 

through five increases of 0.25% in March, June, August, 

October and December 2006 on inflationary concerns. 

The Bank of Japan finally raised interest rates by 0.25% in 

July confirming the country’s recovery although domestic 

growth remains weak.

Equity markets (except Japan) made upward progress for 

the majority of the period.

In mid May 2006 they weakened on concerns that inflation 

would lead to tighter monetary policy but subsequently 

recovered and continued their upward progress. 

Europe (ex-UK), the UK and Asia Pacific (ex-Japan) 

delivered strong returns of 19.7% and 16.8% and 12.2% 

respectively.

North America produced a sterling return of 1.7% reflecting 

the weakening of the US dollar over the period. Japan 

produced a negative sterling return of 7.5%, having been 

particularly affected by investor profit taking in May and 

also a weakening yen.

For the first half of the period inflationary pressures and a 

positive supply environment resulted in rising bond yields 

and lower bond prices. However, in July 2006 yields 

started to dip and capital values recover. This continued 

until December when bond yields started rise again. 

Bond returns in general were significantly lower than their 

equivalent equity market returns. 

The trustees receive quarterly reports from the 

investment managers and six monthly performance 

monitoring reports from Lane Clark & Peacock, their 

investment advisers. Investment managers are also 

Investment monitoring

required to attend Trustee meetings at least once a year to 

give a report on results and respond to questions raised.

In addition, the Trustees review progress annually of the 

Scheme’s investment strategy against their objective.
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The Trustees have appointed Bank of New York to be 

responsible for the safe keeping of the Scheme’s 

assets managed by BlackRock.

Custody arrangements

Scheme changes

Trustees took a decision to insure the provision of death 

in service lump sum benefits with Scottish Equitable 

with effect from July 2006. From 6 April 2006, A day, a 

new tax regime was introduced for pension schemes. On 

the whole there were no significant changes to the way the 

scheme operated or to the benefits payable, as the new 

The Trustees have also invested in unit-linked investments 

with UBS, Baillie Gifford and KSAM. Custody for these 

assets is arranged within the unit-linked funds.

regime did not force changes on the scheme or alter the 

tax effiency of making pension provision. Following A day 

changes the Trustees decided to allow an increase to the 

maximum limit for AVC contributions and to allow members 

to commute more scheme pension into a cash lump sum 

at retirement. This was further raised upwards in July 2007.
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As is well known from previous summary reports, many 

pensioners receive increases of 5% per annum to their 

pension payments (in excess of the guaranteed minimum 

pension after state pension age).

There are a number of pensioners who do not receive a 

5% increase on all or part of their pension and these are 

those pensioners affected by HM Revenue and Custom 

restrictions, those who joined after April 1997, and those 

who joined pre April 1997 with post-March-1999 service. 

These individuals have some or all of their pension linked 

to the retail price index (RPI) to a maximum of 5%. The RPI 

increase applied in February 2006 was 2.4%.

The scheme was closed to new joiners on 31 January 

2001 and as expected the number of contributing 

members is reducing, as shown in the chart. 

The company has confirmed its decision to close the 

scheme at 31 December 2007, whilst a small section will 

remain open for those ex-public sector members where 

contractual agreements are in place.

Membership changes

Increases to pensions in payment

1,253

1,374

749
702

1,450

Active
members

Deferred
members

Pension
members

Member types

31 December 2005

31 December 2006

Total membership at 
31 December 2005 = 3,324

Total membership at
31 December 2006 = 3,309

1,020

1,486

803

1,140

1,435

749
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From April 2006 legislation removed the requirement for 

Trustees to provide an AVC facility to pensions scheme 

members. The company requested that Trustees continue 

to offer AVC provisions to pension members recognising 

that the facilities are valued by its employees. 

Members who are able to continue accruing benefits after 

31 December 2007 can boost the income received on 

retirement through the payment of additional voluntary 

contributions (AVCs).

AVCs are a simple, tax-efficient way to save more of your 

employment income towards your pension when you retire.

Payment of AVCs is flexible, allowing you to save up to a 

certain amount of your taxable annual income.

Under current legislation and Revenue practice AVCs have 

three tax advantages:

• contributions can be made from your salary before   

i       income tax is deducted

• tax relief is given, at the highest rate paid, on   

        those contributions

• growth of the AVC fund is largely free of tax.

AVCs are held in a separate account with the selected 

provider and are not invested with the normal scheme 

assets. On retirement, members can use AVCs to buy extra 

pension or spouse benefits payable on death. Members 

may also be able to take some or all of the AVC fund as a 

tax free lump sum.

The HPS offers two AVC providers: Prudential and Norwich 

Union. The Trustees have negotiated advantageous terms 

with these providers. Literature for the providers’ schemes 

is available from the pensions team at Burderop Park. 

Further details are also available on the Halnet pensions 

site.

Trustees would remind those members who will no 

longer be able to accrue further benefits in HPS after 31 

December 2007 who have invested AVCs with HPS that 

these investments should continue to be monitored and 

managed by the member in the same way.

Whilst new A day legislation allowed members to pay 

a higher level of AVC than was previously allowed, the 

Trustees decided that they would continue to maintain a 

limit to the amount of AVC that may be paid into an HPS 

AVC arrangement. The limit now allows 100% of  UK 

standard salary to be paid as AVC.

If you prefer to use a different provider, you can set up 

a free-standing AVC (FSAVC) with the provider of your 

choice. Contributions up to 100% of earnings subject 

to a maximum of £215,000 for the 2006/07 tax year 

are allowable. With this arrangement, you pay your 

contributions directly to the selected provider and must 

meet any further administration and commission costs.

For more information about AVCs and FSAVCs visit HM 

HM Revenue and Customs website at www.hmrc.gov.uk 

Trustees recommend that members take financial advice 

before committing to AVCs. Neither Halcrow nor the 

Trustees can provide such advice.

Additional voluntary contributions



Sheila Munro

Company-appointed Trustee

Scheme pensioner

Mark Carless

Company-appointed Trustee

Dr Derek Pollock 

Chairman of Trustees 

Company-appointed Trustee 

Scheme pensioner

John Morrison 

Member Trustee

 

Dr Nick Murry 

Member Trustee

Trustee Training

Trustees have undertaken a programme of training delivered by Lane

Clark & Peacock to cover the areas of Trustee Knowledge and 

understanding set out in the Scope Guidance document published 

and by the Pensions Regulator.

During 2006 training was received on the following subjects:

• Unit 1 Internal controls
• Unit 7 Funding defined contribution arrangements
• Unit 8 Investment choices defined contribution and Arcs
• Unit 12 Scheme funding regulations
• Unit 13 Scheme documentation

Trustees also attended legal briefings held by Sacker & Partners LLP.

Trustees

Peter Pavry

Member Trustee

Scheme pensioner

Following the resignation of David Kerr as Trustee, Nick Murry and Mark Carless were appointed as Trustees in early 2006.

The trustees met during 2006 and 2007 on:

2006 meetings

21 February 
25 April 
26 July
6 September

2007 meetings

17 January
9 February
8 March
20 June

Meetings for 2008 are planned for:

13 March
25 June

Trustee meetings

18 July
21 September
14 November
5 December

25 September
3 December

26 October
27 November
18 December
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The Trustees have appointed the following professional 

advisers:

•  Banker                            HSBC plc

•  Consultant and

    investment adviser        Lane Clark & Peacock   LLP

•  Scheme actuary            Bob Scott, Lane Clark &

                                           Peacock LLP

•  Investment managers    Baillie Gifford Life Limited

                                            Management UK Limited

                                            Black Rock Investment 

                                            UBS Global Asset Management

                                            King & Shaxson Asset Management

•  Auditor                            Deloitte & Touche LLP
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If you have any questions about this report or any 

other pension matter, contact the pensions team in 

Burderop Park.

Please email the team at pensionsteam@halcrow.com

or call one of the following numbers:

Paula Gibbons, pensions manager 01793 816549

Janice Thomson, pensions administrator 01793 816548

Sally Thompson, pensions administrator 01793 815541

David Smith, pensions adminstrator 01793 815634

Jill Brett, pensions administrator 01793 815627

Richard Hopping, pensions administrator 01793 815656

All formal documents mentioned in this report 

and the trust deed and rules are available for 

inspection on request to the pensions team.




