Members’ Report
and Summary Funding 2013/2014
The University of Edinburgh Staff Benefits Scheme

Management of the Scheme
The Trustees of the Staff Benefits Scheme
are as follows:-.
Mr Alan Johnston – Chairman,
Alan was appointed by the University Court as
Trustee on 16th September 2013
Mr Phil McNaull,
appointed until May 2014
Mr Robert Black,
appointed 1st April 2013
Ms S Smith,
(University Secretary) appointed 24th June 2013
Mr J Carson
Mr Geoffrey Angell,
until June 2014
Mrs C Rye,
Miss A Banks is Secretary of the Scheme

Advisors to the Trustees:
Administrators
The University of Edinburgh Pension
Administration Team
AON Hewitt Ltd
Actuary
Ms Shahbaz Hamid, AON Hewitt Ltd
Investment Adviser
David Boyd, Hymans Robertson Ltd
Solicitors
Shepherd & Wedderburn, Edinburgh
Bankers
Royal Bank of Scotland, Edinburgh
Auditor
Ernst & Young LLP, Edinburgh

NEWS
Pension Increases
The April 2014 pension increase for those pensions that increase by the
Consumer Prices Index (CPI) inflation will be 2.7%. For benefits earned
post 1 January 2011, the increase will be in line with the Retail Price
Index (RPI) which for the year was 3.2%.
The 2014 Budget and pensions
The Government recently made some changes to how people can take
their pension benefits at retirement. It also announced further changes
which will apply from April 2015.
From 27 March 2014
Changes were made to give immediate extra flexibility to how people
can take their pension benefits:
• From the age of 60, you can now take benefits of up to £30,000 in
cash, if the total value of all your pension benefits is not more than
£30,000. The limit used to be £18,000. The age limit will be lowered
to 55 from April 2015.
• Also from the age of 60, you can now take benefits from one
pension plan of up to £10,000 in cash, if the total value of your
benefits in that plan is not more than £10,000. The limit used to be
£2,000. The age limit will be lowered to 55 from April 2015.
• The minimum yearly income for ‘flexible drawdown’ reduced from
£20,000 to £12,000.
• Members can now take more money as cash under ‘capped
drawdown’.
For more information on these changes, please contact the
Administrators (see page 2).
From 6 April 2015
Looking ahead, the Government is proposing to allow even greater
flexibility in how people can use their Defined Contribution (DC)
pension benefits at retirement. This includes reducing the level of tax an
individual pays on taking cash from a DC account (from 55% down to
the member’s marginal rate – currently 20% if a basic rate taxpayer).
Income drawdown would also be available for those with DC benefits
e.g. Additional Voluntary Contributions. That is, individuals will be able
to ‘drip feed’ a retirement income from their DC account and leave the
balance invested.
The proposals do not directly affect Defined Benefit (DB) benefits
such as those provided by the Scheme. However, the proposals might
encourage members with DB benefits to transfer them into a DC
arrangement to take advantage of the increased flexibility.
The Government has said that free guidance on the full range of
retirement options will be made available for DC arrangements.
In addition, the minimum pension age from which member’s can draw
benefits is increasing from 55 to 57 in 2028 (when the State Pension
Age increases to 67) and thereafter the Government intend to retain it at
10 years below State Pension Age.
Beware of pension fraud
Pension liberation is a potentially fraudulent way of accessing pension
savings early. (Under normal circumstances, currently you cannot
access your benefits until after age 55, unless you suffer serious ill
health.)
It involves transferring your savings to an alternative arrangement, such
as an overseas investment policy, which will allow you to access the
money. However, rogue advisers are not being clear about the financial
implications of such a transfer, which more than likely will result in
significant tax charges and penalties.
If you access your pension benefits in this way, you could face
charges of more than half the value of your pension savings.

arrangement so that you can access the money early. If you receive
an offer and are in any doubt about its legality, contact ActionFraud on
0300 123 2040.
You can find more information, including the downloadable guide
‘Predators stalk your pension’ on the Pensions Regulator’s website. Go
to
www.thepensionsregulator.gov.uk/pension-liberation-fraud.aspx
State pension age
The age at which people can claim their State Pension is rising steadily
to make sure that it continues to change in line with increasing average
life expectancy. Following the Chancellor’s 2013 Autumn Statement, the
State pension age is likely to rise more quickly.
Currently, the increase is scheduled as follow:

•
•
•

to age 65 for women by 2018;
to age 66 for everyone by 2020; and
to age 67 for everyone between 2026 and 2028.

The Government had scheduled the rise to age 68 for 2046, but is likely
to bring this forward to the mid-2030s, while the rise to age 69 could
take place by the late 2040s. The plan is to review the State pension
age regularly. You can find the latest information online at www.gov.uk.
Reduced tax allowances for pensions
The Annual Allowance reduced to £40,000 a year from 6 April 2014.
The Annual Allowance relates to the maximum yearly amount of your
pension savings that benefits from tax relief.
The Lifetime Allowance also reduced from 6 April 2014, from £1.5 million
to £1.25 million. The Lifetime Allowance relates to the maximum amount
of pension savings you can build up during your working lifetime that
benefits from tax relief. This applies to all your pension benefits except
the State Pension.
It is your responsibility to check how close you may be to these
allowances. If you are unsure, consider talking to an independent
financial adviser.
You can read more on the tax allowances online at www.hmrc.gov.uk/
pensionschemes/reliefs-charges.htm.
Additional Voluntary Contributions (AVCs)
The Scheme currently allows you to pay AVCs to fund fixed additional
pension benefits. In addition, defined contribution (DC) AVCs can be
paid to a separate arrangement with Standard Life.
The Trustees have recently carried out a review of the Scheme’s current
DC AVC arrangements.
Equitable Life
Equitable Life have recently announced a number of changes to their
with profits policies which may be beneficial in terms of the options
available to them. The Trustees are currently undertaking a review of
any members with policies with Equitable Life and will write to them
shortly advising of the changes and options now available.
Standard Life
The Trustees concluded that Standard Life remained a suitable provider
of money purchase AVC arrangements for members. Standard Life was
comparable with peer groups in relation to fund performance, range
of funds available and member charges. The Trustees will continue to
review the Standard Life AVC contract as a matter of due diligence.
Anyone who wants to find out more about the Standard Life AVC
arrangement or to start making additional voluntary contributions to this
scheme or towards additional pension credits through the main pension
scheme, should contact the pensions office at the University.

Please be aware of promotions, cold-calls or advertisements that
encourage you to transfer your pension benefits to a different
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Financial Information
Summary Annual Report & Accounts to 31 March 2014
The fund increased in value from £269,840,027 at 31 March 2013 to £284,225,792 at 31
March 2014.
£
269,840,027

Fund at 31 March 2013
Income
Contributions
Transfers in
Other income

12,276,164
617,530
149,731

Total

13,043,425

Expenditure
Benefits payable
Payments to, and on account of, leavers
Other payments
Administrative expenses
Total

10,651,955
3,362,200
    86,628
    862,301
14,963,084

Net additions from dealings with members
Net returns on investments

(1,919,659)
16,305,425

Fund at 31 March 2014

284,225,792

Investments
The Scheme’s assets are invested in the following asset classes which aim to achieve
strong longer term investment returns:

Asset Allocation at 31 March 2014
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The Trustees employ a number of investment managers to look after the Scheme’s
assets on a day to day basis. The investment managers are:Fund Manager					 % of scheme assets
KAMES Capital (formerly AEGON Asset Management UK) 		 14.1
Morgan Stanley		 7.1
Blackrock		9.0
Wellington Management Company , LLP
18.9
Baillie Gifford		 41.7
Threadneedle		9.2
Cash		0.0
Total		
100

Membership profile
Active membership decreased slightly over the year from 2,250 at 31 March 2013 to 2,191 at 31 March 2014. Deferred
membership increased from 1,817 to 1,840. The pensioner population increased slightly over the period from 1,796 to 1,859.
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Summary Funding Statement
The Summary Funding Statement is designed to inform you about the financial position of the Scheme. It is a snapshot of
the funding of the Scheme at 31 March 2014 and sets out how the position has changed since the last triennial valuation at
31 March 2012.
A full actuarial valuation of the Scheme was undertaken as at 31 March 2012. The 2012 valuation showed that the
Scheme had an overall deficit of £56.0 million which represented a funding level of 81% based on the Scheme’s Technical
Provisions.
After the 2012 valuation the Trustees put in place a Recovery Plan lasting 13.75 years. This requires the University to
pay contributions (over and above the contributions to fund future accrual of benefits) to the Scheme at a rate of 2.5% of
Pensionable Salary until 31 December 2025.
The University also continues to provide a contingent asset over University property. This was most recently valued at
£112.75 million.
Overall contribution rates remain at some 27.8% of salaries with employees paying 7.5% and the University paying 20.3%.
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If the Scheme were to wind up, the University would be required to pay enough into the Scheme
to enable your benefits to be completely secured with an insurance company. At 31 March 2012,
the estimated amount that the insurance company would require (full solvency) was £516m. This
means that there was a shortfall from full solvency of £277m.  
Please note that legislation requires us to provide this information to you - it does not imply in any
way that the University is thinking of winding-up the Scheme.
The full actuarial 2012 valuation and schedule of contributions are available from the Pensions
Office upon request.
The funding level as at 31 March 2014 is based on the assumptions used in the 2012 valuation
but updated by the Scheme’s actuary for investment returns and changes in market conditions.
The unaudited value of the Scheme’s assets at 31 March 2014 shows an increase in market
value of some £38.9 million from £239.3 million in 2012 to £278.2 million. The Scheme’s
liabilities have also increased since 2012, but not by as much, giving an overall deficit figure of
£43.8 million at 31 March 2014. This represents a funding level of 86% based on the Scheme’s
Technical Provisions.
The reasons for the improvement in funding are mainly due to positive investment returns and
changes in financial conditions, particularly the rise in gilt yields.
Payment to the University
It is a legal requirement that we should inform members whether any payment has been made to
the University from the Scheme’s funds since the last Pensions Report update. There has been no
such payment.
Expression of wishes form
The rules of the Scheme provide for a lump sum benefit payable if you die in service, or during the
first five years of your retirement. The Trustees of the Scheme have discretion in determining who
is to receive the lump sum payment. It is important, therefore, that we know who you would like to
receive this amount. Please ensure you have completed an expression of wish form and that you
keep it up to date.
You can get a form from the Pensions Department or you can download one from the Pensions
Department website:
http://www.finance.ed.ac.uk/finweb/forms/Pensions
Help and information
The Trustees and the University are both committed to ensuring that the pension Scheme is
governed and managed to the highest possible standard. As the world of pensions becomes
increasingly more complex, an important part of these responsibilities is to ensure that members
of the Scheme are fully informed of all the developments that impact on it. This report provides you
with general information about the Scheme. Other important documents of which you can obtain
copies from the Pensions Office include:
The Statement of Funding Principles sets out formally the assumptions and method the Trustees
have adopted having consulted the University as part of the 2009 actuarial valuation.
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The Recovery Plan which sets out the way that the shortfall in assets compared with the
Technical Provisions is to be met.
The Schedule of Contributions showing how much money is being paid into the Scheme.
The full report on the Actuarial Valuation following the Actuary’s check of the Scheme’s situation
as at 31 March 2012.

The Statement of Investment Principles explaining how we invest the money paid into the
Scheme.
The Annual Report and Accounts which shows the Scheme’s income and expenditure over
each year.
The Explanatory Booklet for active employee members of the Scheme (you should have
been given a copy when you joined the Scheme, but we can let you have another copy).
An Annual Benefit Statement – if you are not getting a pension from the Scheme (and have
not received a benefit statement in the previous 12 months) you can ask for a statement
that provides an illustration of your likely pension.
In order for us to be able to keep in touch with you, please inform us if you change
address.
Important: If you are thinking of leaving the Scheme for any reason, you should consult a
professional adviser, such as an Independent Financial Adviser before taking any action.
If you would like financial advice, you should contact an Independent Financial Adviser
(IFA), as the Trustees, by law, are unable to provide this. To find an IFA near you, visit
www.unbiased.co.uk
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Useful Addresses
The Pensions Advisory Service and the Pensions Ombudsman
TPAS helps members and beneficiaries of pension schemes with any pension questions
they may have and any difficulties they have failed to sort out with the trustees or
administrators. You can contact a local TPAS adviser through your Citizens Advice
Bureau or by:
Tel:
Email:
Website:
Post:

0845 601 2923
enquiries@pensionsadvisoryservice.org.uk
www.pensionsadvisoryservice.org.uk
11 Belgrave Road
London
SW1V 1RB

If TPAS fails to resolve your issue, you can contact the Pensions Ombudsman. The
Ombudsman can help investigate complaints and disputes of fact or law connected
with pension schemes. You can contact the Ombudsman at the same address as TPAS.
However, it has a different phone number, email and website address:
Tel:
020 7834 9144
Email:
enquiries@pensions-ombudsman.org.uk
Website: www.pensions-ombudsman.org.uk

Tel:
0845 600 2537
Website: www.thepensionservice.gov.uk
Post:
The Pension Tracing Service
The Pension Service
Tyneview Park
Whitley Road
Newcastle-upon-Tyne
NE98 1BA
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Pension Tracing Service
If you have lost track of previous pension benefits, you can contact the Pension Tracing
Service. It will give you an up-to-date address of the trustees of pension schemes.

