
Annuual rreportt to mmeembeers for 20122 schhemee yyear



Chairman’s introduction

Statement from the scheme actuary

Extract from scheme accounts

Investment report

Investment policy

2012 Investment activity

Distribution of assets

Investment markets commentary

Performance objectives

Investment monitoring

Scheme assets and investment performance

Increases to pensions in payment

Membership changes

Additional voluntary contributions

Trustees and advisers

Trustee meetings

Contacts

HPS Website

Documentation

Contents

1

2

3

4

4

5

5

6

8

8

9

10

10

11

12

12

13

13

13



1

Derek Pollock, 

chairman of the Trustees

In this introduction I intend to focus on the funding of 
your scheme, Halcrow Pension Scheme (HPS);  the 
financial health of the scheme sponsor Halcrow; 
performance of HPS’s investments; and communications 
with members.

You may recall that a valuation based on 31st Dec 2011 
data should have been completed by now. Although HPS 
pressed the employer, this has been delayed because 
the Halcrow 2011 accounts were not published until April 
2013. The trustees kept the Pensions Regulator informed. 
As I write this in August the major issue for HPS is the 
successful completion of funding negotiations. This will 
not be easy.  In the meantime Halcrow continues to make 
the schedule of payments which was agreed prior to the 
acquisition of Halcrow.

The 2011 Halcrow accounts confirmed the view I 
expressed here last year as the results showed big losses. 
The nature of the support given by the parent, CH2M HILL, 
is of great significance for HPS and this can be seen in the 
auditors “going concern” note: “The Group and Company 
are dependent on the continuing support of the ultimate 
parent CH2M HILL”. The presentations at HPS trustee 
meetings over the past year from senior 
CH2M HILL people have shown that cash and 
support have been provided to Halcrow. CH2M HILL 
is registered with the USA Securities and Exchange 
Commission and those reports show a healthy cash rich 
company. Current performance of Halcrow is said to be 
more on budget than in the previous year but the recently 
published 2012 accounts still show losses, although 
smaller than 2011. The “going concern” note is still in 
place.

The Scheme’s investments are held separately from 
Company assets and the trustees are responsible for the 
investment strategy. In the current unusual investment 
climate it is pleasing to report that, although the fund 
dropped by 3% in the 3 months to the end of June 2013, 
in the past 5 years it has outperformed the benchmark 
by 1% and achieved  growth of 8.2% per annum. The 

scheme’s investments were £383m at the end of June. 
The trustees had a review of the costs of managing the 
investments and satisfied themselves they were low. More 
on the investment performance is given later. 

Last year I promised that we would improve on 
communications with members. Since then 7 notes from 
our meetings have been published (necessarily bland as 
much is confidential either to the Company or individuals) 
and 4 circulars giving updates or answers to members’ 
concerns. In one of them we announced the retirement 
of a Company appointed trustee and CH2M HILL’s 
invitation to the trustees to be involved in the selection of 
a professional trustee. Independent Trustee Services Ltd, 
was appointed and Chris Martin’s inputs have been most 
helpful. In another note the decision to use Capita to pay 
pensions was announced and I hope that all have found 
that satisfactory. The notes and circulars, along with other 
documents are all available on the HPS website details of 
which are given at the back of this report.

My thanks to the trustees, for their enthusiasm; to 
Bob Scott (our Actuary); Faith Dickson (our solicitor); and, 
Chris Helyar (our investment consultant); for their sound 
advice. Paula Gibbons, the Pensions Manager, has taken 
on more work from the wider group but she continues to 
give us good support aided by her team at Burderop Park. 
Our thanks to all and to CH2M  HILL who have provided 
high level inputs to our meetings.

Dr Derek Pollock
August 2013

Chairman’s introduction
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Statement from the scheme actuary

By now we should have completed our report on the 
valuation of Halcrow Pension Scheme at 31 December 
2011 and agreed an updated recovery plan. Somewhat
frustratingly, we are still in dialogue with the company 
and CH2M HILL over the valuation and the level of 
contributions that they are able to make.

In other respects, the past 18 months have been 
favourable for the finances of the pension scheme. The 
assets have earned strong positive returns and, as financial
conditions eased slightly over the second quarter of 2013, 
the funding position is projected to have improved since 
2011. Nevertheless, there still remains a significant
funding deficit for which we need an appropriate 
recovery plan.

As Derek Pollock has mentioned in his introduction, the 
trustees have kept the Pensions Regulator fully informed 
of progress in relation to the valuation and the discussions 
with Halcrow and CH2M HILL. Whatever recovery plan is 
eventually agreed with the company will be subject to close 
scrutiny by the Regulator.

Bob Scott
Scheme Actuary
5 August 2013  

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

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 2011

 £000

 

8,053

15

20

52

8,140

14,068

735

462

10

701

2

15,978

(-7,838)

345,474

(-7,838)

17,281

354,917

 Year to

December 2012

£000

 

9,891

10

67

236

10,204

15,076

895

389

67

428

(174)

(16,681)

(-6,477)

354,917

(-6,477)

31,588

380,028

The Scheme’s formal report and accounts were produced in July 2013 and have been audited by Deloitte LLP. 
The extract below is taken from the formal accounts for the year ended 31 December 2012.

Extract from scheme accounts



4

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”), UBS Global Asset Management 

UK Ltd (“UBS”), Baillie Gifford Life Limited (Baillie Gifford), 
M&G Investments Ltd (“M&G“) and Newton Investment 
Management (Newton). 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 investment policy 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; and
• 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 liaibility hedging is subject to market 
conditions being sufficiently favourable.
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During the first quarter of 2012, the Scheme disinvested 
£18m from Baillie Gifford equity allocation and invested the 
proceeds into Baillie Gifford’s Diversified Growth Fund.

During the fourth quarter of 2012, the Scheme disinvested 
£27m (in three tranches of £9m) from the UBS equity 
allocation and invested the proceeds into the Newton Real 
Return Fund.

Disinvestments are made each month from the BlackRock 
bond portfolio for cash flow purposes. For the whole of 
2012 this accounted to £7.15 million.

UK equities

Overseas/ Global 
equities

Property

UK corporate bonds 

Fixed interest gilts 

Index linked gilts

Loans

Diversified Growth Fund

Total

Baillie
Gifford
Equity 

Portfolio
%

Baillie
Gifford

Diversified
Growth Fund

%

UBS 
Equity

Portfolio
%

UBS 
Property
Portfolio

%

M&G
Property

%

M&G
Loans

%

Newton
Diversified

Growth 
Fund

%

Actual
proportion
of funds

%

BlackRock
Bond

Portfolio
%

14.1%

15.0%

4.9%

26.4%

1.5%

22.0%

1.3%

14.8%

100%

47

53

100

50

50

100

53

3

44

100

100

100

100

100

100

100

100

100

100

100
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The global economy has faced significant headwinds over the past 12 months. The Eurozone sovereign debt crisis 
continued to dominate as policymakers failed to assuage investors’ concerns that several countries could be forced 
to default, which could trigger significant losses for the European banking system and further contraction in economic 
activity. 

Emerging market economies have been the driving force of global growth in recent years, but there has been a slowdown 
in China where policy makers have approved interest rate cuts in order to bolster the domestic economy.

The authorities in several developed countries have sought to combine tight fiscal policy with loose monetary policy 
to try to stimulate a return to pre-crisis growth trends.  In the US, UK and Japan ultra-low interest rates have been 
supplemented by further asset purchases programmes, or quantitative easing. 

Despite improved data from the US and China later in the year, the Eurozone recession, slowdown in China and fiscal 
issues in the US (the fiscal cliff was avoided but political tensions regarding US debt remain) are still the key concerns for 
the global economy.

Despite continued volatility over the last 12 months, most major global equity markets recorded impressive gains as 
investors have kept faith in the ability of global policy makers to implement measures that will enable the global economy 
to continue its nascent recovery.
 
European markets rallied strongly, as some of the existential threats to the Euro appeared to ease in the second half of 
the year. Improved sentiment in Europe was triggered by Mario Draghi’s declaration to do “whatever it takes” to keep the 
Eurozone together. Over the 12 month period, European equities (ex UK) returned 16.9% in Sterling terms whilst the 
FTSE All-Share returned 12.3%. This general optimism in global economic outlook also benefitted Asia Pacific ex-Japan 
equities, which returned 18.8% in Sterling terms over the period.

US equities returned 10.7% in Sterling terms, supported by strong corporate earnings expectations and the Federal 
Reserve’s express commitment to maintaining its low interest rate policy for an extended period of time.

Japanese equities returned 3.3% in Sterling terms, following a rally at the end of the year which was caused by the 
election of a new government committed to pro-growth, pro-inflation policies. Returns in the local currency were 
significantly higher, as the yen weakened sharply against the pound.

Investment  markets commentary

Geneeral markkket backkkkgroundd introducction

Eqquuuity mmmarkettts



Boooond mmarkkketss

Altteeernattive aaaassettss
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In contrast to 2011, bond market returns were relatively muted as investors found riskier assets more attractive, 
particularly in the second half of the year and there was less demand for government bonds perceived to be safe havens.  
Within fixed income, all stocks UK corporate bonds returned 13.3% over the year, significantly outperforming all stocks 
fixed interest gilts which returned 2.7%.  Within corporate bonds, financial sector bonds performed particularly well as 
investor sentiment improved and tail risks in the Eurozone receded. 

All stocks index linked gilts returned 0.6% over 2012.  Performance was volatile over the year, reflecting investors’ 
oscillating inflationary / deflationary expectations within the broader economic outlook, and uncertainty regarding the cal-
culation basis for UK RPI.   

Commercial property returned 2.4% over the year.  Income returns on property were largely offset by modest capital 
declines over the 12 month period.  In a generally subdued market, activity was focussed mainly on higher quality 
“prime” assets.
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Performance objectives

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

Baillie Gifford manage a portfolio of equity investments, 
effective from 1 January 2009, which has the objective of 
outperforming the Composite Benchmark by 2.0% pa to 
2.5% pa (gross of fees) over rolling four year periods. The 
fees payable to Baillie Gifford are related to their 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% 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 
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 objectives 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 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 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% pa 
over the medium to long-term.

The trustees appointed Newton in October 2012 and 
invested £27 million in their Real Return Fund. This fund’s 
objective is to outperform its benchmark by 4% pa over 
five years (before fees).

The trustees receive monthly and quarterly reports from 
the investment managers and six-monthly performance 
monitoring reports from Lane Clark & Peacock, their 
investment adviser. 
In addition, the trustees review progress annually of the 
Scheme’s investment strategy against their objective.
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The Scheme’s invested assets returned 9.9% over the 
12 months to 31 December 2012, 1.6% ahead of the 
composite benchmark of 8.3%.  This is mainly attributable 
to the good performance by the managers in the first and 
third quarters of 2012.

Scheme assets as at 31 December 2012
and investment performance

UBS equities

Baillie Gifford equities

Baillie Gifford DGF *
BlackRock bonds

UBS property

M&G property **
M&G loans

Newton DGF ***
Combined

Market value
(£m) (%)

Scheme
(%)

Benchmark
(%)

Scheme
(%)

Benchmark
(%)

SSSchemmmme assssetsss as att
331 DDeeecemmmberr 22012

Perrrformmmmanceee for tthe yyeear
tooo 31 DDDDeceembeerr 20122

PPeeerformmmancccce forrr thee tthreee yeaarss
tooo 31 DDDDeceembeerr 20122

14.1

15.0

7.6

49.9

3.1

1.8

1.3

7.2

100.0

12.3

12.0

4.0

6.8

0.2

8.2

0.9

1.1

6.4

6.6

7.2

5.9

11.0

6.4

9.0

0.8

1.1

9.6

52.0

55.6

28.2

184.6

11.6

6.6

4.7

26.7

370

12.3

17.1

10.8

7.8

-8.1

7.6

7.8

-2.2

5.8

6.6

11.8

3.9

11.6

4.2

8.9

5.3

-2.2

10.9

   *Baillie Gifford Diversified Growth Fund performance since inception on 30 November 2011

 **M&G Property Fund performance since inception on 1 September 2010

***Newton Real Return Fund performance since inception on 16 October 2012

The market value and absolute and relative performances 
(before fees) for the year and three year period ending 31 
December 2012 of the scheme’s major asset holdings are 
shown in the table below:
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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% 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 5.2% 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 2012 was from £5,304 to £5,564 and temporary pensions were increased in 
that proportion.

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

10

1,144

2,065

31 December 2011

31 December 2012

Total membership at 
31 December 2011 = 3,380

Total membership at
31 December 2012 = 3,254

49

2,148

1,083

45

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 at 31 December 2007, whilst a small section 
remains open for those ex-public sector members 
where contractual agreements are in place. 

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, rec-
ognising 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% 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 with 
an open market option outside of the Scheme. 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 
company’s intranet 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 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. 



12

Derrreek PPoollocccck
Chairman of trustees 
Company-appointed trustee 
Scheme pensioner

Peettter PPavvvvry
Member trustee
Scheme pensioner

Johhhnn MMoorrisssson 

Member trustee

Joohhn Irwwwwin
Member trustee

Roogger Hoaaad
Company-appointed trustee
Scheme pensioner

Neeiil Jooohnsssstonnne
Company-appointed Trustee

2012 meetings held:

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

10 December
2013 meetings:
29 January
19 February
23 May
21 August
19 November

Trustees and advisers

Chhrrris MMMarttttin
Independent Trustee Services 
Limited Company - appointed

The Trustees have appointed the following professional advisers:

• Banker   HSBC plc
• Consultant and investment adviser Chris Helyar, Lane Clark & Peacock LLP
• Scheme actuary   IRH Scott (FIA), 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

   Newton Investment Management
• Auditor   Deloitte LLP
• Solicitor   Sacker & Partners LLP



13

If you have any questions about this report or any 
other pension matter, contact the pensions team 
at Burderop Park.

Please email the team at pennsionstteam@@@ch2m.comm
or call the pensions manager:
Paula Gibbons, on 01793 816549

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.

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.

All formal documents mentioned in this report and the trust 
deed and rules are available for inspection on request to 
the pensions team.

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.




