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Derek Pollock, 

chairman of the Trustees

The world of finance continues to be a very complex and 
unusual place. According to the Financial Times the Bank 
of England chart of interest rates going back to 1694 
shows that it has never been this low before! And this is 
the world in which Trustees need to make decisions on 
Schemes where both the value of assets and the 
determination of the cost of benefits over time are 
calculated. Nations in the Euro zone and some banks are 
in somewhat untenable positions with regard to debt as I 
write. We ask our advisors and investment managers to 
help us understand big picture issues.

Since the 2009 report, we have concluded protracted 
funding negotiations with Halcrow Holdings. The Pensions 
Regulator has accepted our workings. In line with many 
other schemes we have a deficit and have lengthened the 
recovery plan period. The Regulator would like the 
recovery period and the deficit reduced at the next formal 
valuation at December 2011. This was the Trustees 
position during our negotiations. It is good to note that the 
deficit has decreased and reasons for this are given by 
the Actuary later in this report.

One of our objectives in agreeing funding for the Scheme 
is the need to be aware of the potential impact on the 
ability of Halcrow to be a successful firm. This will be the 
source of funding to eliminate the deficit. The Trustees 
monitor the health of the firm and get regular briefings 
from the Group Finance Director, Alan Saffer. Some 
information from the recently audited 2010 accounts of 
Halcrow Holdings may therefore be of interest to 
members. Turnover has dropped and there have been 
redundancies. The “Delta transformation project” should 
make the company “leaner and more client focused” and 
will have “removed significant costs from the business”. 
After tax profit on ordinary activities was about £7m as 
compared to £12.3m in 2009.

Whilst these are difficult times Halcrow continues to win 
work and has expectations that over time various markets 
will get stronger and that the difficult decisions taken will 
lead to greater profitability. This is crucial for HPS.

Now to an area where the Trustees have direct responsibility: 
investment strategy. There is more data on investment later 
in this report but in brief the Scheme’s assets have risen 
from £313m at the end of 2009 to £345m at the end of 
2010. We continue to look to ways of reducing the risks 
whilst not losing the possibilities to gain should there be 
opportunities. A fine balance, so like many schemes we 
will probably continue to diversify. With the help of our 
investment consultant we have been studying diversified 
growth funds. These funds have a wide range of assets 
and the ability to react quickly (which the Trustees don’t).
As indicated in the opening paragraph there may be 
occasions where speed may be necessary in the 
conditions which may emerge. We are liaising with the 
Company before implementing any investment.

The Trustee Board has changed recently as we said 
goodbye and thanks to Sheila Munro (a Trustee since 
1994) and Nick Murry. Roger Hoad, a recently retired staff 
member, has been appointed by Halcrow. Roger worked in 
Halcrow for over 30 years and has had experience 
elsewhere as a Trustee of the Halcrow Trust. Our new 
member nominated Trustee is senior staff member John 
Irwin who joined Halcrow in 1980 as an engineer.

My thanks to all Trustees for their efforts in the past year. 
On their behalf thanks also to the Pensions Manager, Paula 
Gibbons and her team, investment consultant Chris Helyar 
and scheme actuary Bob Scott.

Dr Derek Pollock
July 2011

Chairman’s Introduction
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Statement from the scheme actuary

In December last year, the company and trustees finally 
concluded their negotiations regarding the contributions 
to be paid to the Scheme in the light of the results of the 
2008 actuarial valuation. As Derek Pollock has alluded to in 
his chairman’s statement, those negotiations were difficult 
as we had to balance the conflicting needs of the trustees 
(for the deficit to be cleared quickly) and of the company 
(for any increase in contributions to be affordable). 

Since December 2008, financial conditions have been 
relatively favourable for pension schemes generally and for 
the Halcrow Pension Scheme in particular. Consequently, 
I estimated that the deficit had fallen from £201m at 31 
December 2008 to £149m at 31 December 2010. This is 
good news but full recovery is a long term process and it 
will still take many years before the Scheme is in balance.  
You will have received, earlier this year, a “summary funding 
statement” that confirmed the results of the valuation and 
set out the updated position at 31 December 2010. 
 
As we approach the end of 2011, the general economic 
climate remains unsettled so it is too early yet to forecast 
what the 31 December 2011 valuation will show. I am, 
nevertheless, hopeful that the contribution plan agreed 
following the 2008 valuation will be sufficiently robust that 
we can complete the 2011 valuation well within the 
Pension Regulator’s deadline and without the need for 
protracted negotiations.  

Bob Scott
Scheme Actuary
27 July 2011  

Bob Scott, Lane Clark & Peacock LLP, London

Partner
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Income  
Employer’s contributions

Employee’s contributions

AVCs

Other income

Total income

Expenditure
Pensions

Lump sums on retirement 

AVCs paid out

Death benefits

Leavers’ benefits

Insurance premiums

Administration expenses 

Total expenditure

Income less expenditure
Movement of funds
Assets at beginning of year

Income less expenditure

Net investment growth

 

Assets at end of year 

 Year to

December 2010

 £000

 

7,526

26

51

*16

7.619

12,847

939

921

175

167

0

3

15,052

(7,433)

313,156

(7,433)

39,751

345,474

 Year to

December 2009 

£000

 

9,168

19

17

*29

9,233

11,845

1,111

703

25

168

0

2

13,854

(4,621)

281,804

(4,621)

35,973

313,156

  *Assignment of AVC assets from Crouch, Hogg Waterman Scheme

The Scheme’s formal report and accounts were produced in July 2011 and have been audited by Deloitte LLP. 
The extract below is taken from the formal accounts for the year ended 31 December 2010.

Extract from scheme accounts
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Investment report

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 M&G 
Investments Ltd (“M&G“). The Scheme’s investment 
managers are authorised under the FinancialServices 
and Markets Act 2000 to carry out investment activities.

Following the annual review of the Scheme’s investment 
strategy in February 2010, the Trustees disinvested 
£8.0m, of which £4.0m came from the M&G loans fund, 

£2.9m from Baillie Gifford and £1.1m from the equities 
managed by UBS. The proceeds, net of £1.0m which 
was retained for cash-flow purposes, were invested in 
the Scheme’s bond portfolio managed by BlackRock.  

The Trustees fully disinvested from Record’s Sterling 10 
Fund on 11 October 2010. The proceeds, which totalled 
approximately £9.2m, were invested with the Scheme’s 
equity managers UBS and Baillie Gifford. The split was 
approximately £7.1m and £2.1m respectively to make 
the managers’ allocations broadly equal in value.

Due to changes to the Scheme’s investments, namely 

• termination of the mandate with Record 
 Currency Management;
• the new Liability Hedging Portfolio with BlackRock; and
• the investment into M&G’s Secured Property 
 Income fund.

the Trustees implemented a new Statement of 
Investment Principles, dated November 2010, which 
set out the scheme’s policy on investment matters. 
This document is available to members on request.

Overseas/Global 
equities 24.1%

Loans 1.4%

Fixed interest
gilts 22.8%

UK corporate bonds 24.1%

Index-linked gilts 1.2%

Property 4.7%

UK equities 
21.7%

Fixed-interest
gilts 24.7%
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The Trustees’ investment objectives are:

•  that the scheme should be able to meet benefit 
 payments as they fall due;
•  to adopt an investment strategy that is expected to  
 deliver investment returns consistent with the Trustees’
 statement of funding principles and recovery plan;
•  to structure the Scheme’s investments so that the
 required level of expected returns is achieved in
 risk-efficient manner i.e. no more risk than is necessary 
 is taken to achieve the target level of investment returns;
 and
•  to adopt an investment strategy that does not threaten 
 the viability of the employers

The Trustees continue to use Baillie Giffford and UBS 
as the investment managers for UK and overseas 
equities. Each manages approximately half of the 
equity investments.

Baillie Gifford manage a portfolio of equity investments, 
which has the objective of outperforming the Composite 
Benchmark by 2.0% pa to 2.5% pa (gross of fees) over 
rolling 4 year periods. 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 a passive 
basis, with the objective of delivering returns in line with 
their combined benchmark.

UBS also manages part of the Scheme’s property 
investments. The benchmark for the property portfolio is 
IPD UK All Balanced Funds Median. UBS’s objective is to 

Performance objectives

The Trustees have adopted an investment strategy based 
on the Scheme’s expected future cashflows. Under this 
strategy, the trustees have divided the Scheme’s assets 
into two separate portfolios:

•  a “Bond portfolio” which consists of assets considered
 by the Trustees to be relatively low risk i.e. government
 bonds, corporate bonds and cash; and
•  an “Equity portfolio” which consists of assets such
 as UK and overseas equities, property and loans 
 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 continue to use BlackRock as the investment 
manager for the Scheme’s bond portfolio. BlackRock’s 
objective is to achieve investment returns of 0.75% pa 
(before fees) in excess of the benchmark over rolling 
three-year periods.

The M&G European Loans Fund does not have an official 
benchmark. However for comparative purpose M&G’s 
performance is compared with a cash benchmark.
Since 1 September 2010, M&G also manages part of the 
Scheme’s Property investments. M&G’s objective is to 
out perform a benchmark of gilts, of equivalent duration, 
by 1.5% p.a. over the medium to long term. 

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.
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Distribution of assets

UK equities

Overseas/ Global 
equities

Property

UK corporate bonds 

Fixed interest gilts 

Index linked gilts

Corporate loans

Total

Baillie Gifford
Equity 

Portfolio

UBS 
Equity

Portfolio

BlackRock
Bond Portfolio
Composite

UBS
Property
Portfolio

M&G 
Loans

Actual 
Proportion 
of funds

45%

100%

50%

50%

100%

50%

47.5%

2.5%

100%

100%

100%

100%

100%

21.7%

24.1%

4.7%

24.1%

22.8%

1.2%

1.4%

100%

Investment commentary
In the first 6 months of 2010, the benchmark portfolio 
returned £5.0m. This was largely due to bonds delivering 
strong positive returns, partly offset by a fall in equity 
markets. In the second half of the year the benchmark 
portfolio returned £28.1m. This was mainly due to good 
returns from equities.

The investment managers collectively added £7m. The 
most significant contributors were BlackRock and Baillie 
Gifford. This was partly offset by Record’s poor 
performance which detracted £0.9m.

As at 30th June 2010, the Scheme held £6m in cash for 
investment in M&G’s Secured Property Income Fund 
(“SPIF”). These assets were held in cash while the Trustees 
waited for M&G to ‘draw-down’ the cash as and when the 
opportunities to invest arose. The first investment of 
approximately £3.0m was made on 1st September 2010, 
with a subsequent investment of approximately £600,000 
on 1st December 2010. The final investment of £2.4m was 
made on 1st February 2011.
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The market value and absolute and relative performances 
(before fees) for the year ending 31 December 2010 of 
Scheme’s assets are shown in the table below.

The table excludes the assets held as cash and Additional 
Voluntary Contributions, which are invested with AVIVA, 
Prudential, London Life and Phoenix Mutual Funds. 
The scheme also holds some residual assets with Friends 
Life from the merger with the CHW Scheme.

The Scheme does not hold any employer-related investments.
Over the one year period ending 31 December 2010, 
the Scheme’s combined assets have returned +13.9% 
compared to its combined benchmark of +11.4%.

UBS

Baillie Gifford

BlackRock

UBS property

M&G property

M&G loans

Record

Combined

Scheme assets as at 31 December 2010
and investment performance

Over the three year period ending 31 December 2010, 
the Scheme’s combined assets have returned +5.3% 
compared to its combined benchmark of +3.5%. This is 
1.8% above the composite benchmark return for the 
period and 0.6% ahead of the combined out performance 
target for the Scheme’s investment managers.

The table provides annualised one and three year returns to 31 December 2010 for each of the managers.

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

*For M&G & Record - since inception

Market value
(£m)

Market value
(%)

Scheme
(%)

Benchmark
(%)

Scheme
(%)

Benchmark
(%)

76.2

76.9

160.8

12.0

3.7

48

0.0

334.4

22.8

23.0

48.1

3.6

1.1

1.4

0.0

100.0

15.1

26.5

10.0

12.2

3.5

6.8

*0.3

13.9

15.1

15.8

8.7

12.3

-1.8

0.7

*0.0

11.4

2.6

7.7

8.3

-8.9

3.5

*14.6

*-6.3

5.3

2.4

2.9

6.0

-4.2

-1.8

*0.8

3.1

3.5

Scheme assets to
31 December 2010

One year to
31 December 2010

Three years to
31 December 2010
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The Trustees recieve monthly and quarterly reports from 
the investment managers and six monthly performance 

The Trustees have appointed Bank of New York to be 
responsible for the safekeeping of the Scheme’s assets 
managed by BlackRock.

Custody arrangements

Investment monitoring

Increases to pensions in payment
Pensions are increased in February each year (although a 
small number of pensioners recieve their increases in May 
due to historical reasons).

Since the inception of the State Earnings Related Pension 
Scheme (SERPS) in 1978, now replaced by 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”.

GMP entitlements earned before 6 April 1988 do not 
receive any increase from the Scheme. For entitlements 
earned after 6 April 1988 the Scheme increases the GMP 
by the lessor of 3% or the increase in the RPI.

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 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, which was 
0.3% for 
this year.

Members “Temporary Pensions” are increased in line with 
the change to the “Lower Earning Limit” laid down by the 
State for the forthcoming April. The change in April 2010 
was from £4940 to £5044 and “Temporary Pensions” were 
increased in proportion.

Increases to pensions secured by members’ Additional 
Voluntary Contributions are paid in accordance with the 
arrangement made for each individual at their retirement.  

The Trustees have also invested in unit linked investments 
with UBS and BaillieGifford. Custody for these assets is 
arranged within the unit linked funds.

monitoring reports from Lane Clark & Peacock, their 
investment adviser. 
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978

2,210

31 December 2010

31 December 2009

Total membership at 
31 December 2008 = 3,274

Total membership at
31 December 2007 = 3,255

57

2,230

1,041

67

Active
members

Deferred
members *(668)

*deferred members but remain employed with Halcrow

Pensioner
members

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

Member types
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Additional voluntary contributions

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.

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.

In addition to the current AVC providers, Prudential and 
AVIVA, some members have AVC invested in older 
arrangements with Friends Life, London Life, NPI 
and Phoenix.

It is possible to switch from the old AVC providers to the 
current AVC providers, and between the various funds 
offered by the providers.

Members with with-profits investments should note 
though that the providers can impose a “Market Value 
Adjustment” (i.e. reduce the policy value) when the 
with-profits investment is sold, for example, on transfer 
to another provider or on early retirement. 
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Derek Pollock
Chairman of Trustees 
Company-appointed Trustee 
Scheme pensioner

Peter Pavry
Member Trustee
Scheme pensioner

John Morrison 

Member Trustee

John Irwin
Member Trustee
(August 2011)

Roger Hoad
Company-appointed Trustee
Scheme pensioner 
(August 2011)

Nick Murry 
Member Trustee
(now removed 2011)

Sheila Munro
Company-appointed Trustee
Scheme pensioner
(now retired 2011)

Neil Johnstone
Company-appointed Trustee
(September 2011)

Peter Harte
Company-appointed Trustee
(now removed/September 2011)

2010 meetings held:

3 February
4 May
6 September
27 October

2011 meetings:
23 February
8 July
26 October

Trustee meetings

Trustees
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The Trustees have appointed the following 
professional advisers:

• Banker   HSBC plc
• Consultant and investment adviser Chris Helyar, 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
   M&G Investment Ltd
   Friends Life and Pensions Ltd
• Auditor   Deloitte 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
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.

Advisers

Contacts

Documentation






