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Derek Pollock, 

chairman of 

the Trustees

Introduction

        he 2006 Report was only Tsigned off in December 2007 

and I gave an account of much that 

had happened in 2007. As there 

is a full description of actuarial, 

investment and other aspects given 

in the body of the report I want to use 

the opportunity for a broader look at 

things.

On the face of it pension provision 

sounds quite simple. An employer makes promises to pay 

pensions; Trustees look to ensure that the promises are 

properly funded and that in due course the pensions are 

paid out from the Scheme assets. 

I want to consider three aspects briefly: the employer’s 

funding of the promise, the management of the assets and 

the disbursements to pensioners and members.

Regarding the employer’s funding of the scheme it is 

heartening to see that Halcrow made record profits in 

2007. As I write this, I anticipate the Scheme sharing in 

the company’s success as agreed as part of the funding 

negotiations following the 2005 valuation. In this regard, 

looking back to 2005, we all shared in the discomfort 

in agreeing arrangements when cash and profits were 

scarce. For the forthcoming valuation, we look forward to 

addressing the scheme’s deficit in the context of a much 

more favourable outlook for the company. 

  

Secondly I turn to the strategic management of the assets 

which is a Trustee responsibility. Although we engage 

investment managers to decide which stocks to buy 

and sell on our behalf and we are advised on strategic 

matters by our professional investment consultant, Chris 

Helyar, this has been a difficult responsibility to discharge. 

Well over a year of turmoil and gloom has occurred in 

the financial sector and who can say what further pain is 

to come. However the HPS funds are now more widely 

invested than ever across asset classes to mitigate 

impacts.

I indicated in our last report that we expected to be in 

ongoing dialogue with the Company on broad strategic 

investment issues. This has yet to happen. However, we 

have agreed to meet late in 2008 to hear the company’s 

views on investment strategy. In conjunction with a 

presentation of the Company’s 10 year plans, this should 

prepare us all for further funding discussions in the light of 

the results of the December 2008 Triennial Valuation. 

Thirdly I want to consider the promise to pay pensions. 

Although your Trustees are faced with a plethora of issues 

and a welter of papers I believe that we remain of the view I 

expressed last year that our “objective is to be in a position 

to pay benefits as they fall due”.

Regarding governance we repeated a self evaluation 

exercise and have instituted some actions to strengthen 

our performance. We also briefed an independent 

consultant, JLT, to review HPS processes and some areas 

will be modified as a result. The performance of the Actuary 

was formally reviewed as was the investment consultant 

Chris Helyar and our auditors. We have confirmed their 

continued appointment.

I wish to thank the Trustees for all their efforts as well 

as our professional advisors. A particular thank you to 

Pensions Manager Paula Gibbons who has continued to 

support the Trustees with enthusiasm.

Dr Derek Pollock

December 2008
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Actuarial statement

 As part of the normal valuation cycle, I provided an 

interim report to the trustees on the funding position at 

31st December 2007. You will have received a “Summary 

Funding Statement” that sets out the results of that interim 

report. This showed that the deficit had reduced since 31st 

December 2005 and that we were still on track to remove 

the deficit altogether by 2021. 

Part of the contribution plan agreed with Halcrow was that, 

in years when the company was successful, additional 

contributions would be paid to HPS as a result. We have 

yet to quantify the amount due following the company’s 

excellent 2007 results announced recently but are delighted 

both at Halcrow’s success and at the additional security 

that these further funds will provide. 

I am due to carry out the full three-yearly valuation at 31st 

December 2008. With economic conditions still uncertain 

Bob Scott, Lane Clark & Peacock LLP, London

in the light of the credit crunch, it is too early to predict 

the results of that valuation. However, I should mention 

that recent research has shown that people are living even 

longer than previously expected and I will need to take 

account of this when I do the valuation.  

The results of the valuation are likely to be available in the 

autumn of 2009 and you will continue to receive updated 

information on an annual basis.

Bob Scott
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 The scheme’s formal report and accounts were completed in July 2008 and audited by Deloitte and Touche LLP. The 

extract below is taken from the formal accounts for the year ended 31 December 2007. 

  Year to Year to   

  December 2007 December 2006

  £000 £000

Income  

Employer’s contributions 10,361 9,296 

Employee’s contributions 1,251 2,372  

AVCs 1,289 465 

Other income * 3,744 9 

Total income 16,975 12,142 

Expenditure

Pensions 9,275 8,561  

Lump sums on retirement 670 503 

AVCs paid out 1,010 463  

Death benefits 492 445 

Leavers’ benefits 410 379 

Insurance premiums 256 16 

Administration expenses 889 623  

Total expenditure 13,002 10,990 

Income less expenditure 3,973                       1,152                                  

Movement of funds

Assets at beginning of year 292,501 265,107  

Income less expenditure 3,973 1,152                                 

Net investment growth 18,344 26,242                                 

 

Assets at end of year 314,818 292,501 

Extract from scheme accounts

* Includes assets relating to the Crouch Hogg Waterman scheme
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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 and Record Currency Management 

Limited. The Scheme holds £3.5m with Friends Provident 

(FP) this holding resulted from the merger with Crouch 

Hogg Waterman.

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

Index-linked
bonds 1.1%

Overseas
equities 18%

Fixed-interest
bonds 29.1%

Currency 6.3%

Uk equities 27%

Uk corporate
bonds 8.3%

Property 5.7%

Cash 4.4%
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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

During 2007, the Trustees allocated 10% of the Scheme’s 

Equity Portfolio to an actively managed currency fund, 

managed by Record Currency Management. Assets held 

with King & Shaxson Asset Management (KSAM), as a 

result of the merger with the Halcrow Gilbert Associates 

Pensions Scheme were disinvested.

Following a period of sustained positive performance 

from equities the Trustees decided to switch £60m out of 

equities into bonds. Accordingly, in July 2007 Baillie Gifford 

and UBS both were instructed to realise their £30m worth 

of equities from the portfolios which was transferred to a 

new bond portfolio with BlackRock. This took place over 

the period 24 July to 3 August 2007 when assets were 

held in cash.

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.

Performance objectives

UBS manages a portfolio of global equities on an index-

tracking basis. 

UBS also actively manages the Scheme’s property 

investments. The benchmark for the property portfolio is 

HSBC All Balanced Funds Median. UBS aim to deliver 

consistent out performance. Although there is not an 

explicit out performance objective, we believe that out 

performance of the order of +1% (after fees), over rolling 

three year periods is a reasonable target. 

The Trustees have selected BlackRock as the investment 

manager for the Scheme’s Bond Portfolio. Since August 

2000 BlackRock has managed two bond portfolios, the 

Composite Benchmark Portfolio and the Gilt Benchmark 

Portfolio. The objectives of these portfolios are to achieve 

investment returns of 0.75% and 0.85% pa respectively 

(before fees) in excess of their benchmarks over rolling 

three year periods.
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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.

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.

Performance objectives continued

Proportion of the Fund as at
31 December 2007

UK equities

Overseas equities

Property

UK corporate bonds 

Fixed interest gilts 

Index linked gilts

Cash

Active Currency

Total

Performance target
against benchmark

 Baillie Gifford  UBS Equity                      Black Rock                      UBS           Record           Total
     Equity               Portfolio                      Bond Portfolio   Property        Currency        Fund
    Portfolio                                     Composite            Gilts             Portfolio       Portfolio    Benchmark

 22.3% 22.8% 22.2% 20.7% 5.7% 6.3%  

 60% 60%     27%

 40% 40%     18%

     100%  5.7%

   37.5%    8.3%

   37.5% 100%   29.1%

   5%    1.1%

   20%    4.4%

      100% 100%

 100% 100% 100% 100% 100% 100% 100% 

 +1.5% +0.0% 0.75% 0.85% +1.0% +7.5%  

The objective of the active currency fund is to realised the 

appreciation of its capital and to conserve capital over 

the long term. To achieve this objective, Record target a 

tracking error (i.e. annualised standard deviation of monthly 

returns) of 10% relative to the funds cash benchmark over 

rolling three year periods. The trustees understand that this 

is broadly expected to equate to out performance of 7.5% 

over cash returns.

The table below shows the Scheme’s strategic asset 

allocation as at 31 December 2007.
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The market value and absolute and relative performance 

(before fees) for the year ending 31 December 2007 of 

Scheme’s assets are shown in the table below.

The table excludes the assets held as cash with Friends 

Provident and the Additional Voluntary Contributions, which 

are invested with Norwich Union, Prudential, London Life 

and HSBC Life. The Scheme does not hold any employer-

related investments.

UBS

Baillie Gifford

BlackRock

UBS property

Record

Combined

Scheme assets to
31 December 2007

One year to
31 December 2007

Three years to
31 December 2007

Market value
(£m)

Market value
(%)

69.2

67.9

130.4

17.2

19.2

303.9

22.8

22.3

42.9

5.7

6.3

100.0

Scheme
(%)

Benchmark
(%)

7.7

9.9

4.0

-5.4

-3.9

6.9

7.5

7.5

4.2

-5.6

*4.23

7.3

Scheme
(%)

Benchmark
(%)

14.8

*16.8

4.3

8

*-3.9

12.3

14.8

*15.5

4.4

9.8

*4.23

12.4

Scheme assets as at 31 December 2007
and investment performance

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. 

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

combined return was 12.3%, 0.1% below the benchmark 

return of 12.4%. 

The table provides annualised one and three year returns to 31 December 2007 for each of the managers.
Figures are gross of fees (i.e. have not been deducted from the fund returns).
* For the period since inception
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The trustees receive monthly and 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.

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

In July 2007 the Trustees further raised the maximum limit 

for AVC contibutions to 100% of UK standard salary.

Mark Carless resigned as Trustee and Peter Harte was 

appointed as Trustee to the scheme by the employer in 

his stead. 

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.

Following a consultation with affected members the 

company closed the scheme to future accrual with effect 

from 31 December 2007 except for those ex-public sector 

members for whom contractual arrangements with their 

previous employers had specified ongoing pension accrual 

on a final salary basis.
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Crouch Hogg Waterman merger

The HPS Actuary included an assessment of the 

costs of the merger with the Crouch Hogg Waterman 

Pension & Life Assurance Scheme (CHW Scheme) and its 

impact on the funding position of HPS as an adjunct to the 

work that he was carrying out for the tri-enniel valuation 

of HPS. This work was concluded in January 2007 and 

enabled the HPS Trustees to give their consent to the 

merger at their Trustee Meeting on 17 January 2007.

The CHW Scheme Trustees, at their Trustee Meeting on 

19 January 2007, also considered the information provided 

by the HPS Actuary in conjunction with advice received 

from their legal adviser, Sackers, and also gave their 

consent to the merger.

Halcrow Group Ltd, as Principal Employer, gave its 

consent to the merger in May 2007. The Merger Deed was 

executed by all parties in June 2007.

There were 17 members of the CHW Scheme from 

whom consent to the merger could not be obtained and 

accordingly these members’ benefits are to be secured 

via an insurance policy with Legal and General. Whilst, the 

buy-out process commenced in 2007, as at 31 December 

2007 no funds had been transferred from the CHW 

Scheme to purchase the insurance policy.

An initial payment of £150,000 was made to Legal and 

General from the assets of the CHW Scheme on 

29 February 2008 in respect of the policy and at the 

time of writing details of the final cost are awaited from 

the insurance company. 

Once the actual cost of the insurance policy is finally 

determined the remaining funds will be properly assigned 

to HPS Trustees. This is expected to be concluded by 

Autumn 2008.     
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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 2007 was 3.9%.

The scheme was closed to new joiners on 31 January 

2001 and as expected the number of contributing 

members has reduced overtime. 

The company confirmed its decision to close the scheme 

at 31 December 2007, whilst a small section remains 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 2007

31 December 2006

Total membership at 
31 December 2007 = 3,293

Total membership at
31 December 2006 = 3,309

1,020

1,486

803

90

2,352

851

* Includes 837 employees for whom pension accrual ceased at 31     
  December 2007
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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   

        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 for management of 

funds: 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 are no 

longer able to accrue further benefits in HPS since 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 £235,000 for the 2008/09 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 

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
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Sheila Munro

Company-appointed Trustee

Scheme pensioner

Peter Harte

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 2007 training was attended as follows:

• NAPF Workshop for experienced Trustees 
• LCP Breakfast Investment breifing

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

Trustees

Peter Pavry

Member Trustee

Scheme pensioner

Following the resignation of Mark Carless as Trustee, Peter Harte was appointed as Trustees in late 2007.

The trustees met during 2007 on:

2007 meetings

17 January
9 February
8 March
20 June

Meetings for 2008:

13 March
19 June

A strategic investment review seminar is to be 
held by the Trustees with the company’s full 
involvement on 27-28 November 2008

Trustee meetings

2 October
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

                                            Record Currency Management

     Friends Provident Life and 

     Pensions Limited

•  Auditor                            Deloitte & Touche LLP

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

Simon Temperton, pensions administrator 01793 815631

All formal documents mentioned in this report 

and the trust deed and rules are available for 

inspection on request to the pensions team.


