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Derek Pollock, 

chairman of 

the Trustees

Introduction

 ince I wrote my last     

  introduction in mid 2008 (not 

December 2008 as printed) Lehmann 

Brothers bank failed and threatened 

the stability of many institutions and 

investments. Whilst the value of HPS’s 

assets have decreased in 2008 most 

members I have met wanted to know 

how secure they were. During the year 

Trustees had asset security thoroughly 

investigated and believe them to 

 be sound.

I am pleased to report that the “sharing in success” 

scheme, triggered if the Company exceeds its published 

profitability, that I referred to last year has resulted in a 

stream of payments from the Company which will amount 

to greater than £4m. Since the 2007 financial year the 

Company’s trading position has weakened and this may 

affect members’ employment and will also hamper the 

funding of the scheme.

Given the 269 redundancies announced in the UK Trustees 

expect that some members may be affected and that there 

will also be stress on the scheme administration. That and 

the need to contain and reduce costs may impact on the 

way in which service is delivered to members and others.

On the basis of the Actuary’s draft figures at 

31st December 2008, it is a disappointment that the 

scheme deficit has increased. Please see the comments 

by the Actuary on the background to this. 

In the months ahead we will be working towards a plan for 

recovering the additional deficit, with a view to reaching 

agreement with the Company for payment of contributions 

over and above those that were agreed following the 2005 

valuation. Given the economic climate, those discussions 

may take some time but we draw comfort from the 

fact that the 2005 agreement (including the “sharing in 

success” calculations referred to above) remains in force 

until 2021 or until we negotiate an improved agreement 

with the Company.

Late last year, Trustees, together with the trustees from 

other Halcrow schemes and company representatives, 

held an “away day” at which we considered a number 

of issues, including the Company’s initial views on HPS’s 

investment strategy. We were pleased to note that the 

Company’s views were broadly aligned with ours and so 

we do not anticipate making significant changes to the 

investment arrangements over the coming months. Whilst 

investment strategy is the Trustees’ responsibility we seek 

the Company’s views and a dialogue will continue.

Trustees have again undergone a self evaluation process 

to assist in improving governance. In addition the work by 

an independent consultant, JLT, to which I referred last 

year, has been completed. We have instituted strengthened 

controls on processes. 

My thanks to the Pensions team and Pensions manager 

Paula Gibbons for their cheerful help throughout the year. 

Our scheme also benefits from the professional advice and 

inputs from LCP and Sackers and my thanks to Bob Scott 

(Actuary) and Chris Helyar (Investment Consultant).

Dr Derek Pollock

October 2009

S



company but they show that the deficit at 31st December 

2008 is larger than anticipated, for a number of  

reasons, including: 

 

• Investment returns have been lower than anticipated  

 in the 2005 valuation 

 

• Salary increases have been higher than anticipated  

 

• People are living longer and this means that HPS  

 needs more money to pay the same annual pensions. 

 

Over the coming months, the company and trustees will 

consider the results with a view to agreeing an updated 

recovery plan to meet the increased deficit over a suitable 

period.  Members will be notified once agreement has been 

reached and, once the valuation has been completed, you 

will receive an updated “summary funding statement” that 

shows the valuation results in detail. 

 

 

 

 

Bob Scott 

November 2009
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Actuarial statement

 Since the middle of 2008 we have seen a number of

unprecedented events that have affected financial 

markets.  These include: the failure of Lehmann Brothers; 

the part-nationalisation of many of the UK’s banks; and 

public sector borrowing rising to levels never previously 

contemplated as the government endeavoured to stimulate 

the economy.   

 

Against this background, it is perhaps not surprising that - 

in common with virtually every pension scheme in the UK 

- the financial position of HPS at 31st December 2008 was 

less healthy than it was a year previously. 

 

As mentioned in the chairman’s introduction, I have recently 

presented draft results of the three-yearly actuarial valuation 

to the trustees.  These are not the final results as we have 

yet to agree the detailed valuation assumptions with the  

 

Bob Scott, Lane Clark & Peacock LLP, London
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 The Scheme’s formal report and accounts were produced in July 2009 and have been audited by Deloitte and Touche 

LLP. The extract below is taken from the formal accounts for the year ended 31 December 2008. 

  Year to Year to   

  December 2008 December 2007

  £000 £000

Income  

Employer’s contributions 9,068 10,361 

Employee’s contributions 32 1,251  

AVCs 32 1,289 

Other income **32 * 3,744 

Total income 9,164 ***16,975 

Expenditure

Pensions 10,726 9,275  

Lump sums on retirement 1,212 670 

AVCs paid out 1,574 1,010  

Death benefits 16 492 

Leavers’ benefits 864 410 

Insurance premiums 0 256 

Administration expenses (37) 889  

Total expenditure 14,355 13,002 

Income less expenditure (5,191)                       3,973                                  

Movement of funds

Assets at beginning of year 314,818 292,501  

Income less expenditure (5,191) 3,973                                 

Net investment growth (27,823) 18,344                                 

 

Assets at end of year 281,804 314,818 

Extract from scheme accounts

* Includes assets relating to the Crouch Hogg Waterman Scheme

  ** Assignment of AVC assets from Crouch, Hogg Waterman Scheme

*** Includes overpayment of 330,000 made in 2007 which was reclaimed in 2008
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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 the 

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  

asset classes.

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’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

Currency 5.8%

Overseas
equities 15%

Fixed-interest
gilts 24.7%

Index-linked
gilts 1.3%

Property 4.6%

Uk equities 22.6%

Uk corporate
bonds 26%
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The Trustees aim 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, the Trustees will aim to hold an increasing 

proportion of the Scheme’s assets 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, currency 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 Scheme’s equity allocation has changed to 50% 

UK/ 50% overseas over the first three months of 2009. 

Over 2009, the Trustees made an allocation to secured 

loans which equated to about 3% of the Scheme’s assets. 

 

Performance objectives

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.  

Over 2008, Baillie Gifford managed 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. The performance target 

of Baillie Gifford changed to outperform the benchmark 

by 1.75% pa to 2.5% pa (before fees) over rolling 4 year 

periods with effect from 1 January 2009.

UBS manages a portfolio of global equities on a passive 

basis, with the objective to delivering returns in line with 

their combined benchmark.
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UBS also manages the Scheme’s property investments. 

The benchmark for the property portfolio is IPD UK 

All Balanced Funds Median. UBS’s objective is to exceed 

the benchmark return. Although there is not an explicit 

out-performance objective, the Trustees believe out-

performance of the order of +1.0% (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.  

BlackRock’s objectives is to achieve investment returns of 

0.75% pa (before fees) in excess of the benchmark over 

rolling three-year periods. 

Performance objectives continued

Proportion of the Fund as at
31 December 2008

UK equities

Overseas equities

Property

UK corporate bonds 

Fixed interest gilts 

Index linked gilts

Active Currency

Total

Performance target
against benchmark

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

 18.8% 18.8%                51.9%                5.8%          5.8%  

 60% 60%               22.6%

 40% 40%                  15%

                     100%               4.6%

                   50%                 26%

                47.5%              24.7%

                  2.5%                1.3%

                  100%           5.8%

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

        +1.5%         +0.0%              0.75%                +1.0%        +7.5%           1.2% 

 

Record was appointed as the manager for the active 

currency portfolio. The objective of the active currency 

fund is “to realise 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 fund’s 

cash benchmark over rolling three year periods. 

The Trustees understand that this is broadly expected to 

equate to out-performance of 7.5% pa over cash returns.

4.6%
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The market value and absolute and relative 

performances (before fees) for the year ending 31 

December 2008 of Scheme’s assets are shown in the  

table below.

Over the one year period ending 31 December 2008, 

the Scheme’s combined assets have returned -9.4% 

compared to its combined benchmark of -10.3%.

Over the three year period ending 31 December 2008, 

the Scheme’s combined assets have returned +2.2% 

compared to its combined benchmark of +2.2%. 

The combined target for the Scheme’s investment 

UBS

Baillie Gifford

BlackRock

UBS property

Record

Combined

Scheme assets to
31 December 2008

One year to
31 December 2008

Three years to
31 December 2008

Market value
(£m)

Market value
(%)

50.9

51.1

140.8

12.6

15.8

271.2

18.8

18.8

51.9

4.7

5.8

100.0

Scheme
(%)

Benchmark
(%)

-25.2

-24.6

9.6

-25.9

-7.9

-9.4

-25.3

-25

6.4

-23.7

*5.4

-10.3

Scheme
(%)

Benchmark
(%)

-2.9

-2.5

5.1

-6.2

*-6.7

2.2

-3.0

-3.1

4.1

-4.2

*5.5

2.2

Scheme assets as at 31 December 2008
and investment performance

managers’ over the three year period was to outperform 

the composite benchmark by an estimated 1.2% pa. 

The Scheme’s investment managers have therefore not 

achieved this target in aggregate.

The table excludes the assets held as cash and Additional 

Voluntary Contributions, which are invested with Norwich 

Union, Prudential, London Life and Phoenix Mutual Funds. 

The Scheme does not hold any employer-related investments.

The table provides annualised one and three year returns to 31 December 2008 for each of the managers.
Figures are gross of fees (i.e. have not been deducted from the fund returns).
 
* For Record - 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 monitoring

In addition, the Trustees annually review progress of the 

Scheme’s investment strategy against their objectives. 

The Trustees have appointed Bank of New York to be 

responsible for the safekeeping of the Scheme’s assets 

managed by BlackRock.  

Custody arrangements

Scheme changes

Following consultation with affected members, the    

company increased the employee contribution rate 

with effect from 1 April 2008 from 9% to 16% of 

pensionable salary. Recognising the sharp increase the 

company agreed to stagger the increase over 2008 and 

2009. Furthermore, the company agreed that if members 

 

The Trustees have also invested in unit-linked investments 

with UBS, Baillie Gifford, Record Currency Management.  

Custody for these assets is arranged within the  

unit-linked funds. 

elected to pay their pension contributions through salary 

sacrifice the company would use the majority of the 

employer’s national insurance saving to further reduce the 

level of pension contributions required from the employee.
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Crouch Hogg Waterman merger

Funds relating to the Crouch Hogg Waterman scheme were 

assigned to the Halcrow Pension Scheme during 2009.     
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Pensions are increased in February each year (although a 

small number of pensioners receive their increases in May 

due to historical reasons).

Since the inception of the State Earnings Related 

Pension Scheme (SERPS) in 1978, now known as State 

Second Pension (S2P), members of the Scheme have 

been “contracted-out”, which means members’ pension 

entitlements accrued between 6 April 1978 and 5 April 

1997 are subject to a minimum known as the Guaranteed 

Minimum Pension (GMP). This is broadly equivalent to the 

entitlement members would have earned in S2P had they 

not been “contracted out”. 

Increases to members’ GMPs are paid jointly by the State 

and the Scheme to give effect to an overall increase in 

The Scheme was closed to new members on 

31 January 2001 and the company closed the scheme 

to future accruals 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

Active
members * Deferred

members

Pension
members

Member types

851

2,352

31 December 2008

31 December 2007

Total membership at 
31 December 2008 = 3,274

Total membership at
31 December 2007 = 3,293

75

2,279

920

90

line with the increase in the Retail Prices Index (RPI). For 

entitlements earned before 6 April 1988 the State pays the 

entire increase and hence this element of the GMP does 

not receive any increase from the Scheme. For entitlements 

earned after 6 April 1988 the Scheme increases the GMP 

by the lesser of 3% or the increase in the RPI, and if the 

increase in the RPI has exceeded 3% the State pays 

the balance. The rate of increase applicable to the post 

1988 GMP as at 1 February 2008, which is based on the 

increase in the RPI measured to September each year, was 

3.9%. ( i.e. 3% paid by the Scheme and 0.9% paid by  

the State)

For those members who joined the Scheme before 1 April 

1997, increases of 5% apply to pension in excess of the 

Guaranteed Minimum Pension (GMP) that relates to service 

prior to 1 March 1999.

For the pension related to service after 1 March 1999 and 

for all service for those members who joined the scheme 

on or after 1 April 1997, the increase is the lower of 5% or 

the change in the RPI measured to November each year. 

The RPI 2008 increase applied in February 2008 was 4.3%.
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From April 2006 legislation removed the requirement for 

Trustees to provide an AVC facility to pension scheme 

members. The company requested that the 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’s 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 the management of 

funds: Prudential and AVIVA. 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.

Pensions legislation now allows 100% of UK standard 

salary to be paid as AVCs.

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 £245,000 for the 2009/10 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.

Trustees would remind those members who are no 

longer able to accrue further benefits in HPS since 31 

December 2007 and who have invested AVCs with HPS 

that they should continue to  monitor and manage these 

investments.

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

Trustees

Peter Pavry

Member Trustee

Scheme pensioner

2008 meetings held:

13 March
19 June

2009 meetings held:

19 Febuary
30 June
14 July
4 September

Trustee meetings

24 September
19 November

2 October
3 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 Ltd

                                            BlackRock Investment 

  Management UK Ltd

  UBS Global Asset Management UK Ltd

                                            Record Currency Management Ltd

  Friends Provident Life and 

  Pensions Ltd

•  Auditor                            Deloitte & Touche LLP

•  Solicitor                          Sacker & Partners 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 Wheeler, 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.
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