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Most members will be aware that Halcrow was acquired by  
the employee-owned CH2M HILL in 2011. In my introduction  
last year I commented on the difficult trading conditions for 
Halcrow and also on the measures listed in its annual report to 
improve profitability.

Presentations to the Halcrow Pension Scheme (HPS) in 2012 
on profitability post acquisition have shown significant losses in 
2011. It seems very likely that Halcrow would have been unable 
to meet the agreed funding for HPS so the acquisition has 
provided a lifeline for the scheme.

I want to emphasise here that during the sale process the 
trustees engaged with all parties with energy using the support 
of a strong professional team. However, we were unable to 
achieve our objective of having money from the sale paid into 
HPS to help reduce the scheme deficit because not even our 
specialist QC could make a case. 

We are now beginning the process of dialogue with  
CH2M HILL regarding scheme funding. Meanwhile, the  
monthly contributions agreed with Halcrow continue to be paid 
into the scheme. The new owner is much bigger than Halcrow, 
with a turnover of about $6 billion and 23,000 employees. 
Halcrow is now linked to a bigger and more profitable entity, 
although it is new to us, with headquarters outside the UK. We 
plan to have the December 2011 valuation work and funding 
negotiations completed by December 2012, and by then we will 
have a better appreciation of the strength of the covenant.

CH2M HILL has been represented at our HPS meetings at 
board level and we have had good dialogue and information on 
financial performance.

The scheme’s funding position will now be considered. The most 
recent figure for the deficit showed that it had become bigger. 
Reasons for this are given by the scheme actuary later in this 
document. On the investment side, the scheme assets at the 
end of March 2012 were £357 million as compared to  
£345 million at the end of 2010. Given the current lack of 
direction of stock markets and the difficulties that afflict many 
economies, investment performance has been reasonable and 
ahead of benchmark over time. In response to the markets, 
the trustees did invest £20 million in a diversified growth fund 
which reduces the risk profile overall but still enables the fund to 
capitalise on opportunities. We have discussed our investment 
strategy with CH2M HILL and it is content. With the help of our 
investment consultant we intend to invest £20 million in another 
diversified growth fund during 2012.

For some time, our investment consultant has been helping us to 
monitor the relative values of assets. We were pleased to be able 
to sell most of our fixed interest gilts and buy index linked gilts 
at good rates. This is in line with our strategy of de-risking when 
conditions are favourable. 

Since the last annual report we have realised that our 
communication with members needed to be improved. All  
those members who no longer work for Halcrow with email 
addresses should register with the pensions manager. We will 
be publishing notes of our meetings regularly along with other 
information as necessary.

Members may be interested to know that the trustees are 
responsible for a scheme which promises to pay out over  
£1 billion over the next 60 years. HPS has over 1,000  
pensioners at present with an average annual pension of 
£13,600. Our oldest recipient is 97 and our youngest is eight!

I am delighted that we have been joined by two strong new 
company-nominated trustees. Neil Johnstone is a long-time 
Halcrow chartered engineer who is managing director for 
Europe. Beverley Wright is a chartered accountant from CH2M 
HILL and based in London. She has held senior positions and 
brings financial, contractual and accountancy experience.

I know that the sale has made it a stressful year for some 
members. I’m pleased to report that, under pressure, your  
board worked well together. Our QC said that in relation 
to the sale; the trustees appeared “to have fulfilled their 
responsibilities fully”.

We have been well supported by Paula Gibbons and her 
pensions team throughout the year and we thank them for their 
efforts. There was a surge of legal work and our thanks go to 
Faith Dickson of Sackers for her responsive help. My thanks  
also to the scheme actuary Bob Scott, who was a helpful 
presence during the sale process. During the year, we had 
sound advice from our investment consultant Chris Helyar, and 
I’m happy to record our thanks.

In the coming year our main focus will be on negotiating the 
funding regime once the technical work on valuation has  
been done by the actuary. More than previously, this will be a 
learning process for all concerned but we are prepared and 
believe that a viable funding regime will result. Members should 
have confidence as the Schedule of Contributions has to pass 
both our scheme actuary’s scrutiny and that of the Pensions 
Regulator.

Dr Derek Pollock 
May 2012

Derek Pollock,  

chairman of the trustees

Chairman’s introduction
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Statement from the scheme actuary

For the Halcrow Pension Scheme, 2011 was notable mainly 
for the acquisition of Halcrow by CH2M HILL. However, 2011 
also saw pension schemes in general affected by significant 
movements in financial markets. For example, by the end of 
September, global equity markets had fallen in value by around 
15 per cent since the beginning of the year; although they did 
recover subsequently to end the year just 5 per cent down. 

Of greater relevance to pension schemes like the Halcrow 
Pension Scheme were changes in government bond (gilt) 
markets. By 31 December 2011, yields available on gilts had 
fallen to their lowest levels ever with, for example, a 25-year, 
index-linked government bond yielding -0.1 per cent per 
annum. What that means is that if you lend your money to the 
government for 25 years, all you get is a return of 0.1 per cent per 
annum below the rate of inflation. 

There are various explanations for such low yields: the Bank of 
England’s quantative easing programme; demand for gilts from 
pension funds and insurance companies; and demand from 
overseas investors who see the UK as a relatively safe haven  
for their money. 

Whatever the reasons, such low yields do mean that the Halcrow 
Pension Scheme needs to hold more money to pay the same 
level of pensions. This means that, all other things being equal, 
the deficit will be higher. 

Over the coming months, we will be carrying out our detailed 
calculations for the 31 December 2011 valuation and working 
closely with the trustees as they discuss the results with the 
company. Our aim is that, by 31 December 2012, we will have an 
updated agreed recovery plan, designed to remove the deficit 
over an acceptable period. 

In the meantime, contributions continue to be paid in line with 
the recovery plan from the 2008 valuation, which included a  
£2.4 million per annum increase in contributions effective from  
1 January 2012. 

Derek Pollock mentioned the Pensions Regulator in his 
introduction: I expect that the Regulator will be interested – as 
we all will - to see how the relationship with CH2M HILL develops 
and, in particular, what direct support the new owners can bring 
to the Halcrow Pension Scheme. 

Bob Scott 
Scheme actuary 
9 May 2012 

Bob Scott, Lane Clark & Peacock LLP, London 

Partner
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  *Assignment of AVC assets from Crouch, Hogg Waterman scheme

The scheme’s formal report and accounts were produced in July 2012 and have been audited by Deloitte LLP.  
The extract below is taken from the formal accounts for the year ended 31 December 2011.

Extract from scheme accounts

Year to  
December 2010 

£000

Year to  
December 2011 

£000
Income

Employer’s contributions 7,526 8,053

Employees’ contributions 26 15

AVCs 51 20

Other income 16* 0

Total income 7,619 8,088

Expenditure

Pensions 12,847 14,068

Lump sums on retirement 939 735

AVCs paid out 921 462

Death benefits 175 10

Leavers’ benefits 167 701

Insurance premiums 0 0

Administration expenses 3 2

Total expenditure 15,052 15,978

Income less expenditure (-7,433) (-7,890)

Movements of funds

Assets at beginning of year 313,156 345,474

Income less expenditure (-7,433) (-7,890)

Net investment growth 39,751 17,281

Assets at end of year 345,474 354,917
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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 that should be invested in the principal 
asset classes.

The scheme’s principal investment managers are BlackRock 
Investment Management UK Ltd (BlackRock), UBS Global  
Asset Management UK Ltd (UBS), Baillie Gifford Life Limited 
(Baillie Gifford) and M&G Investments Limited (M&G). The 
scheme’s investment managers are authorised under the 
Financial Services and Markets Act 2000 to carry out 
investment activities.

There were no employer-related investments, as defined in the 
Pensions Act 1995.

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. As 
noted below, the trustees made some changes to the scheme’s 
investments in late 2011. A revised Statement of Investment 
Principles reflecting these changes was agreed by the trustees in 
early 2012. 

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 return is achieved in a risk-efficient manner, that 
is, no more risk than is necessary is taken to achieve the target 
level of investment returns 

•	 to adopt an investment strategy that does not threaten the 
viability of the employers.

The trustees have adopted an investment strategy based on the 
scheme’s expected future cash-flows. Under this strategy, the 
trustees have divided the scheme’s assets into two separate 
portfolios: 
•	 a ‘defensive portfolio’ which consists of assets considered by 

the trustees to be relatively low risk, that is, government bonds, 
corporate bonds and cash 

•	 a ‘growth portfolio’ which consists of assets such as UK and 
overseas equities, property, loans and diversified growth fund 
investments which the trustees anticipate will provide higher 
investment returns than the defensive portfolio over periods of 
ten years or more, albeit with greater risk. 

In addition, the trustees have implemented a liability hedging 
mandate that aims to reduce the scheme’s exposure to  
changes in interest rate and inflation. The implementation  
of the liability hedging is subject to market conditions being 
sufficiently favourable.

The table below shows the scheme’s strategic asset allocation as 
at 31 December 2011:

UK corporate bonds
26%

Fixed-interest gilts
3%

Index-linked gilts
23%

Overseas equities
10%

Property
6%

Diversified growth fund
2%

Loans
1%

Global equities
10%

UK equities
19%
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On 1 February 2011, the trustees invested £2.4 million into 
M&G’s Secured Property Income Fund (SPIF). The money for 
the investment was previously held as cash. This was the final 
transfer into the SPIF.

On 30 November 2011, the scheme disinvested £8 million from 
the Baillie Gifford equity allocation and invested the proceeds into 
Baillie Gifford’s Diversified Growth fund.

In the last quarter of 2011, most of the scheme’s fixed interest 
gilts were switched into index-linked gilts to increase the bond 
portfolio’s exposure to inflation. This switch was triggered as the 
breakeven rate in inflation swaps fell below 3.4 per cent.

The trustees continue to use Baillie Gifford and UBS as the 
investment managers for UK and overseas equities. 

Baillie Gifford manages a portfolio of equity investments, effective 
from 1 January 2009, which has the objective of outperforming 
the Composite Benchmark by 2 per cent pa to 2.5 per cent 
per annum (gross of fees) over rolling four-year periods. The 
fees payable to Baillie Gifford are related to its investment 
performance relative to the agreed benchmark. 

Baillie Gifford also manages assets transferred to its Diversified 
Growth Fund in November 2011, which has the objective of 
outperforming the benchmark by 3.5 per cent pa (net of fees) 
over rolling five-year periods.

UBS manages a portfolio of global equities on a passive  
basis, with the objective to delivering returns in line with its 
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 exceed the benchmark 

return. Although there is not an explicit out-performance 
objective, the trustees believe out-performance of the order 
of +1 per cent (after fees), over rolling three-year periods is a 
reasonable target. 

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 per cent 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 purposes M&G’s 
performance is compared with a cash benchmark.

M&G also manages part of the scheme’s property investments. 
M&G’s objective is to outperform a benchmark of gilts, of 
equivalent duration, by 1.5 per cent per annum over the medium-
to-long term.

Performance objectives

Investment policy
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Distribution of assets

Investment commentary
During 2011, global growth generally slowed as developed 
economies in particular struggled under the weight of 
considerable investment and political uncertainty. Foremost in 
investors’ minds was the Eurozone crisis and the implications of a 
possible sovereign debt default by one or other – but particularly 
Greece – of the area’s ‘peripheral’ nations. Despite repeated 
attempts by Eurozone leaders, the crisis remained far from 
resolved by year end.

Over the course of the year, the Bank of England (BoE) continued 
to counterbalance the government’s policy of fiscal tightening 
(that is, applying higher taxes and lower spending) by maintaining 
very ‘loose’ monetary conditions. As a consequence, its 
Monetary Policy Committee (MPC) kept interest rates at 0.5 

per cent throughout the period. In addition, during October, in 
the face of persistently poor economic data, the MPC voted to 
increase its quantitative easing (QE) programme (that is, a means 
of injecting additional cash into the financial system by buying 
government bonds from investors) by £75 billion to a total of  
£275 billion. 

Other central banks behaved similarly to the BoE, with the 
exception of the European Central Bank (ECB), which chose 
initially to raise rates from 1 per cent to 1.5 per cent. However, 
reversing what was seen by many as a policy mistake, under 
the direction of its new president, Mario Draghi, the ECB 
subsequently cut rates twice by 0.25 per cent to 1 per cent in the 
final quarter of the year. 

Baillie 
Gifford 
Equity  

portfolio 
%

 
Baillie  
Gifford 

Diversified  
growth fund 

%

UBS 
equity 

portfolio 
%

BlackRock 
Bond 

portfolio 
composite 

%

UBS 
property 
portfolio 

%

M&G 
Property 

%

M&G 
Loans 
%

Actual 
proportion 

of funds 
%

UK	equities 45 50 18.7

Overseas/global	equities 55 50 20.5

Property 100 100 5.7

UK	corporate	bonds 50 25.8

Fixed	interest	gilts 6 3.1

Index	linked	gilts 44 22.7

Corporate	loans 100 1.3

Diversified	growth	fund 100 2.3

Total 100 100 100 100 100 100 100 100
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The market value and absolute and relative performances (before 
fees) for the year ended 31 December 2011 of scheme’s major 
asset holdings are shown in the table below.

The scheme’s invested assets returned 5.8 per cent over the 
year, 0.6 per cent below the composite benchmark of 6.4 per 
cent. This under-performance by the scheme’s investment 
managers follows a longer period of generally good performance 
by the managers. 

The absolute and relative performances (before fees) for the 
three-year period ended 31 December 2011 of the scheme’s 
major asset holdings are also shown in the table:

Scheme assets as at 31 December 2011
and investment performance

 

Scheme assets to  
31 December 2011

One year to 
31 December 2011

Three years to 
31 December 2011

Market	value	
(£m)

Market	value	
%

Scheme	
%

Benchmark	
%

Scheme	
%

Benchmark	
%

UBS	(equities) 71.2 20.6 -6.2 -6.3 10.6 10.4

Baillie	Gifford	(equities) 64.2 18.6 -5.6 -5.0 16.1 11.3

Baillie	Gifford	(DGF) 8.1 2.3 0.1 0.0 0.1 0.0

BlackRock	(bonds) 178.2 51.5 17.2 17.7 10.7 9.7

UBS	(property) 13.0 3.8 8.6 6.8 2.8 7.0

M&G	(property) 6.4 1.9 9.6 18.8 9.9 12.4

M&G	(loans) 4.6 1.3 -1.5 0.8 10.5 0.9

Combined 345.7 100 5.8 6.4 10.9 9.6
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The trustees recieve monthly and quarterly reports from the 
investment managers and six-monthly performance monitoring 
reports from Lane Clark & Peacock, their investment adviser. 

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

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

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 lesser of  
3 per cent or the increase in the Consumer Price Index (CPI).

For those members who joined the scheme before 1 April 1997 
increases of 5 per cent apply to pension is 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 per cent or the change in the RPI 

measured to November each year, which was 4.7 per cent 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 2011 was from £5,044 to 
£5,304 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.  
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1,083

2,148

31 December 2010

31 December 2011

Total membership at 
31 December 2010 = 3,328
Total membership at
31 December 2011 = 3,280

57

2,230

1,041

49
Active

members
Deferred
members

Pensioner
members

The scheme was closed to new members on 31 January 2001 
and the company closed the scheme to future accruals on  
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 Additional Voluntary Contributions (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.

Pensions legislation now allows 100 per cent of salary to be paid 
as AVCs.

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 Halcrow Pension Scheme 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.

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 remind those members who are no longer able to 
accrue further benefits in the scheme since 31 December 
2007 and who have invested AVCs that they should continue 
to monitor and manage these investments.

In addition to the current AVC providers, Prudential and Aviva, 
some members have AVCs 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 (that 
is 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

Roger Hoad
Company-appointed trustee 
Scheme pensioner 

Beverley Wright
Company-appointed trustee

Neil Johnstone 
Company-appointed trustee

2011 meetings held:
23 February
8 July
26 October

2012 meetings:
16 February
15 March
22 May
14 August
3 September
18 October
13 November

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
Chris Potts, pensions administrator 01793 816532

Halcrow Pension Scheme website
The trustees have a pensions site for Halcrow Pension Scheme 
members who are no longer employed by the company and 
therefore do not have access to pension information available on 
the company’s intranet site, Halnet.

The trustees store copies of all member communications and 
reports and statements which are issued from time to time which 
can be downloaded and read as required. This will include notes 
from trustee meetings that are ordinarily supplied electronically to 
employed members.

You will need to register for the website to gain access to the 
private areas and downloads.  

Please visit: http://www.halcrow.com/pensions to register.  

After you have registered, your request will be sent to the site 
administrator for approval. You will then receive an email with your 
password and log in address. If you lose your password, you can 
use the ‘lost your password’ link to set a new password.  

Please be aware that your account will automatically lock if you 
type in an incorrect password more than five times – use the 
contact form to request an account unlock. 

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






