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Derek Pollock, 

Chairman of the Trustees

In this introduction I will focus on two main aspects of your 
Scheme, the dialogue on funding and the health of our 
sponsor, Halcrow. I believe that members are concerned 
on both counts.

Firstly, if you have a look at the Actuary’s section after this 
introduction, you can see that little progress appears to 
having been made on funding. However, during the year 
since the last report to you, there have been a number 
of funding ideas put forward by HPS and responses and 
proposals from our sponsor. Whilst it has not been 
possible to work up a proposal which meets the conflicting 
demands of the Scheme and the sponsor’s trading 
performance, we have communicated regularly. Of course, 
the apparent slowness in reaching a satisfactory regime 
is frustrating and the Pensions Regulator is being kept 
informed.

The second aspect is Halcrow’s performance. We get 
regular presentations on work winning and financial 
performance. As I write, some new information has 
been published. The audited accounts of both Halcrow 
Holdings and Halcrow Group Ltd are now both on the 
HPS website. I’m pleased to say that the results are now 
positive on the bottom line, unlike the previous two years 
of big losses. However, Halcrow is probably only able to 
trade because of the continued support of its owner,
CH2M HILL. We’ll be studying these accounts, using our 
accountants BDO, so that we are in a better position to 
understand the sponsor’s ability to fund the scheme.
  
The Trustees have met regularly to ensure that we are 
in a position to be responsive and proactive if the 
opportunity arises. My thanks to them. In July 2014, 
John Morrison ceased to be a Trustee after over 10 years 
of service. Our thanks to him for the commitment to 
travelling from Glasgow to London and we wish him a 
happy retirement. We welcome James Billinghurst who 
has been elected as a new Member Nominated Trustee. 
Jim has only recently retired after significant service in the 
accountancy arm.

HPS members still working in Halcrow number about 
450 and many are experienced and valuable staff. Our 
oldest pensioner died at 99 and our ‘average’ pensioner 
is a sprightly 68. 

A brief mention of Scheme investments. Notwithstanding 
that HPS pays out more than is paid in, the value of 
investments had increased since last year to about 
£400 million. The challenge for HPS remains the funding of 
the Scheme and this will be our main focus in the coming 
year. 

In our work we have been supported by Bob Scott, 
the Scheme Actuary, Faith Dickson, our lawyer, 
Chris Helyar, our investment advisor and more recently
by the accountants BDO. Our thanks to them and our 
Pensions Manager, Paula Gibbons, and her staff. We 
continue to have senior CH2M HILL participation at 
meetings and we are appreciative of this.

Derek Pollock
August 2014

Chairman’s introduction
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Statement from the Scheme Actuary

There has been little progress on the actuarial front in the 
past 12 months. In particular, we have not yet agreed an 
updated funding plan with the company or CH2M HILL. 

That said, the Scheme has not suffered in any way 
financially as the company has continued to pay 
contributions in line with the plan agreed following the 2008 
actuarial valuation. You will see from accounts that the 
company paid £11.5 million in 2013, up from £9.9 million 
in 2012. Contributions for 2014 are at a higher rate still. 
 
Contributions at these levels, allied with favourable
investment conditions, mean that, by the end of 2013, the 
Scheme’s funding position was rather better than it was at 
31 December 2011. 

Bob Scott
Scheme Actuary
5 August 2014 

Bob Scott, Lane Clark & Peacock LLP, London

Partner



  

  

  

Income  
Employer’s contributions

Employees’ contributions

Additional Voluntary Contributions (AVC)

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 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

 Year to

December 2013 

£000

 

11,533

3

47

73

11,656

16,260

1,261

924

83

652

145

19,325

(7,669)

380,028

(7,669)

27,996

400,355

The Scheme’s formal report and accounts were produced in July 2014 and have been audited by Deloitte LLP. 
The extract below is taken from the formal accounts for the year ended 31 December 2013.

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 
compliance 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 
Limited (“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.

A Statement of Investment Principles, sets out the 
Scheme’s policy on investment matters. This document 
is available to members on request. The latest Statement 
of Investment Principles was agreed by the Trustees in 
November 2013. 

Investment policy
The Trustees’ investment objectives are:
 
• 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 cashflows. 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 favourable market 
conditions.
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The regular monthly disinvestments of £575,000 from 
BlackRock were suspended after the January 2013 
payment and recommenced in June 2013. Over the 
period, a total of £3.7 million was disinvested from the 
BlackRock bond portfolio for cashflow purposes.

In the first half of the year, £5 million was switched from 
the Baillie Gifford equity allocation to the Baillie Gifford 
Diversified Growth Fund.

The Scheme’s entire property holding with UBS was 
redeemed and the proceeds invested with Newton.

In August 2013, a transfer of £11.0 million was made 
from the Scheme’s equity allocations to its bond allocation 
managed by BlackRock. This was funded by disinvesting 
£6.2 million from the Scheme’s equity holding with Baillie 
Gifford, and £4.8 million from the Scheme’s equity holding 
with UBS.

2013 investment activity

Distribution of assets

Asset allocation

UK corporate bonds

Fixed interest gilts

Index linked gilts

UK equities 

Global equities 

Overseas equities

Diversified Growth Fund 
(DGF)

Property

Loans

Total

Baillie
Gifford

Baillie
GiffordUBS M&G M&G Newton Total AssetsBlackRock

Bonds Equities Equities DGF

48.8% 14.7% 14.7% 8.8% 1.8% 1.2% 10.0% 100%

Proportion of the 
Scheme assets as at 
31 December 2013

Property Loans DGF
Proportion of

Scheme assets

53%

2%

45%

100%

25.7%

2.4%

21.4%

13.7%

8.1%

7.2%

18.6%

1.7%

1.2%

100%

50%

50%

100%

100%

100%

100%

100%

100%

100%

100%

100%

44.5%

55.5%

100%

The table below shows the Scheme’s strategic asset 
allocation as at 31 December 2013
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The world economy finally showed some signs of embarking on a recovery in 2013, with global growth picking 
up by the middle of the year. Monetary policy was a major support, with central banks committed to maintaining 
exceptionally low interest rates for a considerable period and, in the case of Japan and the US, making further asset 
purchases (quantitative easing). 
 
There were also a number of headwinds preventing a stronger rebound. The most notable example was the lingering 
effects of the European sovereign debt crisis, although the euro area returned to growth in the spring, while the UK  
saw a marked turnaround, led by a revival in the housing market. The US grew steadily, although fiscal tightening and 
heightened political uncertainty moderated the pace of growth. However, across the advanced economies, progress 
was made in reducing budget deficits and this should allow the degree of austerity to abate in future. 
 
There were concerns over a slowdown in China, where the authorities attempted to rebalance the economy away from 
investment and towards consumption. The crackdown on shadow banking led to a tightening of credit conditions but 
growth held up quite well. Outside of China, broader emerging markets grew robustly but disappointed, relative to 
expectations earlier in 2013.

Developed markets recorded impressive gains over 2013, as various central bank policy initiatives fostered optimism 
among investors that global economic growth will recover, albeit modestly. US equities performed particularly well, 
underpinned by improving economic indicators, with a wave of new listing activity.  
 
Japanese equities were boosted by a package of measures to revive the domestic economy and the Bank of Japan’s 
quantitative easing programme. However, as the yen fell to a five-year low, gains were diluted for UK-based investors.  
European markets also rallied strongly, buoyed by relief that the European Central Bank was at last taking action to 
address the region’s debt crisis. 
 
In the UK, the more domestically focused mid-cap stocks and smaller companies outperformed the blue chip FTSE 100, 
which is heavily weighted towards mining stocks that struggled on weaker commodity prices. 
 
Emerging markets, on the other hand, underperformed developed markets, as a number of developing economies faced 
significant headwinds to growth - including inflationary pressures, excessive credit growth, limited structural reforms and 
current account financing issues.

Investment  markets commentary

Equity markets



7

Bond markets 

Over 2013, returns from higher rated government bonds such as US treasuries, UK gilts and German bonds were 
negative, as investors generally favoured risk assets, while also assuming that improving economic data will eventually 
lead to a less accommodating central bank policy. 
 
Yields rose sharply over the summer months, as the US Federal Reserve (Fed) signalled its intention to begin scaling 
back quantitative easing. Previously distressed ‘peripheral’ European sovereign bond markets rallied strongly. The catalyst 
was further reassurance from the European Central Bank (ECB) that it would support government bond markets, as well 
as a further rate cut from the ECB, taking its benchmark rate to 0.25%. However, volatility earlier in the year around Italian 
elections and the Cyprus bailout highlighted that the sovereign debt crisis is still to be resolved. 

Corporate bonds performed better over the year, with credit spreads falling to offset partially the negative impact of higher 
government bond yields. Within credit markets, sterling and euro denominated bonds outperformed US dollar bonds over 
the year. Investors continued to search for yield, thus favouring areas such as subordinated financials, cyclicals and high 
yield bonds. Although the cause of some short-term volatility, the US government shutdown in October and the Fed 
announcement that it was starting to taper its asset purchase programme could not change the narrative for the year.  

Emerging markets produced negative returns over the year on concerns over rising inflation and Chinese growth, with the 
reduction in Fed quantitative easing further weighing on sentiment. 

Alternative assets

International investors continued to value the steady income 
stream that commercial property delivers. In particular, 
demand for high quality real estate in prime locations 
remained robust.
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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 manages 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 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% pa 
(net of fees) over rolling five-year periods.

UBS manages a portfolio of global equities on a passive 
basis. The objective is to deliver returns in line with the 
composite benchmark, apart from that part of the portfolio 
invested in emerging markets where the objective is to 
outperform the FTSE All-World Emerging Index.

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, investing 
£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 objectives.

Investment monitoring
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The Scheme’s invested assets returned 7.9% over the 
12 months to 31 December 2013, 0.8% ahead of the 
composite benchmark of 7.1%. This is mainly attributable 
to out-performance by the managers in the first quarter 
of 2013.

Scheme assets as at 31 December 2013
and investment performance

UBS equities

Baillie Gifford equities

Baillie Gifford DGF 

BlackRock bonds

M&G property 

M&G loans

Newton DGF 

Combined

Market value
(£m) (%)

Scheme
(%)

Benchmark
(%)

Scheme
(%)

Benchmark
(%)

         Scheme assets as at
         31 December 2013

Performance for the year
to 31 December 2013

Performance for the three years
to 31 December 2013

14.7

14.7

8.8

48.8

1.8

1.2

10.0

100.0

21.2

21.0

4.0

0.4

7.8

4.5

4.5

7.1

8.4

8.8

4.0

8.1

8.5

4.7

4.6

7.3

57.8

58.1

34.7

192.5

7.0

4.8

39.4

394.3

20.9

25.9

5.4

0.3

10.6

7.2

6.5

7.9

8.4

11.7

  *7.8

8.2

9.3

5.5

 **3.4

7.9

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

 **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 2013, of the Scheme’s major asset holdings 
are shown in the table below:
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Pensions in payment

During 2013 the Trustees outsourced pension payment administration to Capita. 

Pensions are increased in February each year (although a small number of pensioners receive their increases in May for 
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 value 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 Consumer Prices Index (CPI).

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 Retail Prices Index (RPI) measured to November each year, which was 3% for this year.

Members’ “temporary pensions” are increased in line with the change to the “lower earning limit” laid down by the 
government for the forthcoming April. The change in April 2012 was from £5,564 to £5,668 and temporary pensions were 
increased in that proportion.

Increases to pensions, secured by members’ transferred-in benefits are paid in accordance with the arrangements made 
at the time of the transfer. 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 2012

31 December 2013

Total membership at
31 December 2012 = 3,254

Total membership at 
31 December 2013 = 3,234

42

1,983

1,209

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 
accrual at 31 December 2007. 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

Members who are able to continue accruing benefits 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 and pensions legislation now 
allows 100% of salary to be paid as AVCs, though there 
are now limitations on the amount that can be paid in a tax 
efficient way.

Under current legislation and HMRC practice, AVCs have 
four 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
• Contributions can be paid via salary sacrifice.

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 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. 

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. CH2M HILL and the 
Trustees cannot provide such advice.

Trustees would remind those members who, since 
31 December 2007, have no longer been able to accrue 
further benefits in HPS 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 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” (ie reduce the policy value) when the 
with-profits investment is sold, for example, on transfer 
to another provider or on early retirement.

The Trustees have made provision in the Scheme 

Rules to enable members to seperately transfer their 

AVC benefits to alternative pension provision, should 

that flexibility be required.  
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Derek Pollock
Chairman of Trustees 
Company-appointed Trustee 
Scheme pensioner

Peter Pavry 
(to 16 January 2014)
Member Trustee
Scheme pensioner

John Morrison 

Member Trustee

Roger Abraham 
(from 16 January 2014) 
Member Trustee
Scheme pensioner

Beveley Wright 
Company-appointed Trustee 

(to 12 February 2013)

Photo

unavailable

John Irwin
Member Trustee

Roger Hoad
Company-appointed Trustee
Scheme pensioner

Neil Johnstone
Company-appointed Trustee

2013 meetings held:

29 January
19 February
23 May
25 July
21 August
19 November

2014 meetings:
7 January
13 March
8 May
12 June
30 July
11 September
8 October
6 November
8 December

Trustee meetings

Trustees and advisers

Chris Martin
Independent Trustee 
Services Limited
(from 12 February 2013)
Company-appointed Trustee 

The Trustees have appointed the following professional advisers:

• Banker   HSBC plc
• Consultant and investment advisor    Chris Helyar, 
                                                                 Lane Clark & Peacock LLP
• Scheme actuary   IRH Scott (FIA), 
                                                                 Lane Clark & Peacock LLP
• Auditor   Deloitte LLP
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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 pensionsteam@ch2m.com
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 do not have access to pension information 
available on the company’s intranet site.

The Trustees store copies of all member communications, 
reports and statements which are issued from time to 
time. These documents 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.

To register, please visit: http://www.halcrow.com/pensions

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.

Contacts

DocumentationHPS website

In memoriam
The Trustees were advised that the following members 
had passed away in 2013:

Mr S H Bartrum
Mr N P Barattini
Mrs R Esdale
Mrs L Russell
Mrs I Hamilton
Mrs L Clarke
Mr G Lichten
Mr R W Hawkins
Mr C M Bower

Mr C M Harrison
Mr W H Cooper
Mr A M M Beaton
Mr W G Goldsmith
Mr M W Southwood
Mr R E Jennings
Mr H Elsdale
Mr T Munns
Mr A E Howell

Mrs M Davies
Mr D A Micklewright
Mr A K Johnson
Mr W Ineson
Mr M J Andrews
Mr A C Bennett
Mr L T Vaughan
Mr T Murray




