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Welcome to the Members’ Annual Report

In this edition, we detail the financial statements of the Scheme to 31 March 2017.
It has been another challenging year for UK Defined Benefit pension schemes with
continuing low gilt yields driving up liabilities, which makes it difficult to close the
gap on our deficit funding position. The Scheme’s investments did perform well over
the 12-month period with our active managers outperforming their benchmarks to
produce positive returns.
In this edition, we detail the financial statements of the
Scheme to 31 March 2017. It has been another challenging
year for UK Defined Benefit pension schemes with
continuing low gilt yields driving up liabilities, which
makes it difficult to close the gap on our deficit funding
position. The Scheme’s investments did perform well over the
12-month period with our active managers outperforming
their benchmarks to produce positive returns.
This year’s report also contains information about our
investment approach. During the year, we took the decision
to amend the investment strategy to start to hedge against
interest rate and inflation risk. We introduced a new
Multi Asset Credit mandate through Barings and a new
“value investment style” passive equity fund with Legal &
General Investment Management. The strategy also saw
the termination of the Scheme’s mandates with Wellington
and Kames. More detail on the changes to investment
arrangement can be found in the investment section of this
report.
Later in this report, you can also see an update on the
funding position of the Scheme as at 31 March 2017.
We successfully implemented the benefit changes for active
members from 1 January 2017 and introduced a new online
modelling tool via our administration services with Hymans

Robertson. The illustrator allows members to model their
future retirement income, which should help with financial
planning. The online platform also holds the latest Scheme
documents and forms as well as copies of previous annual
benefit statements and I would urge all members to register
for online access.
Pension scams continue to dominate the media and we have
adopted stringent procedures to ensure we will only transfer
benefits to another approved pension arrangement, should
you ask us to do so. However, we continue to recommend
that you take independent financial advice if you are thinking
about transferring your SBS benefit to another provider.
Finally, in this report you will find the regular updates on
pension increases, membership numbers and Scheme news.
We hope you find this edition of the Members Annual
Report helpful; if you would like to suggest items for
inclusion in future newsletters we would like to hear from
you. You can send your feedback to pensions@ed.ac.uk
Best regards,
Alan Johnston, Chair of Trustees

Management of the Scheme
The Trustees of the Staff Benefits Scheme are as follows:-.

Advisors to the Trustees:

Mr Alan Johnston – Chairman. Alan was appointed by the University
Court as Trustee on 16th September 2013.

Administrators
Hymans Robertson LLP

Mr Robert Black, appointed 1st April 2013

Actuary
Mr John Porteous
Mercer

Ms Sarah Smith, (University Secretary) appointed 24th June 2013
Mr Richard Davidson, appointed 1st January 2015
Mrs Celia (Tzyvia) Rye, Member Nominated Trustee
Mr Khushaal (Khush) Joshi, Member Nominated Trustee
Mrs Ann Fraser is Secretary of the Scheme
The tenures of Robert Black and Sarah Smith ceased on 31 July 2017
and the University Court appointed the following individuals as
Trustees with effect from 1 August 2017:
Vice Principal Professor Jane Norman (replaces Sarah Smith)
Mrs Doreen Davidson (replaces Robert Black)

Investment Adviser
Mr Andy Green
Hymans Robertson
Solicitors
Shepherd & Wedderburn – Edinburgh
Auditor
Ernst & Young LLP – Edinburgh
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Financial Information
Summary Annual Report & Accounts to 31 March 2017
£
Fund at 31 March 2016

323,808,048

Income
Contributions 		

30,796,951

Transfers in 		

534,055

Other income 		

277,959

Total 		

31,608,965

Expenditure
Benefits payable 		

12,490,015

Payments to, and on account of, leavers 		

1,302,647

Other payments 		

208,015

Administrative expenses		

1,299,287

Total 		

15,299,964

Net (withdrawals) from dealings with members 		

16,309,001

Net returns on investments		

56,416,657

Fund at 31 March 2017

396,533,706
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Investments
During the year the Trustees made some amendments to the investment strategy. The changes are noted in the
table below.
Manager

Allocation

Revised target Allocation

Allocation Change

Baillie Gifford Global Alpha

22%

17%

- 5%

Wellington Global Value

18%

-

-18%

LGIM RAFI

-

17%

+17%

Baillie Gifford Diversified Growth Fund

17%

20%

+3%

Threadneedle

9%

9%

-

Morgan Stanley Private Equity

7%

7%

-

Barings Multi Asset Credit

-

15%

+15%

Kames

14%

-

-14%

Blackrock gilts

13%

-

-13%

LGIM leveraged gilts

-

15%

+15%

100%

100%

Asset Allocation at 31 March 2017

39.5%

19.8%
13.8%
5.4%
Global
Equities

Fixed
Interest
Bonds

9%

3.4%
Liability
Driven

Multi
Asset
Credit

Property

6.9%
Private
Equity

5.3%
Diversifed
Growth

Sterling
Liquidity
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March 2015 Valuation
Every three years the Trustees of the Scheme carry out a formal valuation of the financial health of the Scheme. As noted to
you last year, the valuation as at 31 March 2015 showed a shortfall in the amount required to pay the benefits to all current and
future members. As a reminder, the table below shows how the assets of the Scheme compared to the amount of money needed
to pay benefits (the liabilities).

Value of Past Service Benefits for:
Active members

£
£171million

Deferred members

£77million

Pensioner members

£149million

Value of liabilities

£397million

Value of assets

£326million

Past service surplus (shortfall)

(£71million)

Funding ratio

82%

The actuarial valuation provides an assessment of the Scheme’s financial position at a point in time. The Trustees have agreed a
funding plan with the University to remove the shortfall; we have confidence in the University’s financial strength and its ability
to make these additional contributions. In addition to the cash contributions, the University continues to provide the Trustees
with contingent security over University property that will be made available in extreme circumstances; this was most recently
valued at £121million.
The University paid a lump sum of £20million into the Scheme in July 2016 and will make additional payments of £1million
each year until 2029 (or earlier if the shortfall has been removed).
The Pensions Regulator has legal powers to make directions following a valuation as to:
• The level of benefits available from the Scheme going forward
• The method or assumptions used to calculate the liabilities or the length and structure of the recovery plan
• The contributions that should be paid under the schedule of contributions
As part of the valuation as at 31 March 2015, the Trustees and the University agreed the method and assumptions to be adopted
and the contributions to be paid. The Regulator did not have to use these powers.
The most recent update of the Scheme’s financial position at 31 March 2017 showed a shortfall of £87million. When we sent
you the summary funding statement last year, we reported that the Scheme was estimated to have a shortfall of £86m at 31
March 2016 and therefore the funding position has remained broadly unchanged over the year to 31 March 2017. Since the
31 March 2016 update, falling yields on government bonds and higher implied inflation expectations have increased the value
placed on the Scheme’s liabilities but this has been offset by the University paying contributions into the Scheme and the return
on the Scheme’s assets being higher than assumed.
The Trustees continue to monitor the Scheme’s financial position on a regular basis, but remain assured by the University’s
financial performance and strength that additional funding would be available if it is required. The next actuarial valuation of
the Scheme is due as at 31 March 2018 and the Trustees will review the financial position and the contribution plan as part of
this valuation. We will write to you with another update on the financial position once the valuation has been completed.
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. The estimated amount of assets the insurance company would require to do
this was £789million at 31 March 2015. The assets at 31 March 2015 were £463million lower than this amount. The amount
of additional assets required is due to insurance companies taking an extremely cautious view of the future (pension payments
to current members are likely to continue for more than 60 years). 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.
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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.

Membership Profile
Active membership continues to decrease steadily with total active members representing just 1,912 out of a total
membership of 5977 at 31 March 2017. Deferred membership increased to 2,051 with pensioner membership making
up the difference at 2,014.
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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:
www.ed.ac.uk/finance/pensions/scheme-details/sbs/sbs-forms
Pension Increases
The April 2017 pension increase for those pensions where the level of increase is linked to the Consumer Prices Index (CPI)
inflation was 1.0%. For benefits earned between 1 January 2011 and 31 December 2016, where the increase is linked to the
Retail Prices Index (RPI), the increase for the year was 2.0%.

Pensions freedoms
You are reminded that although SBS is a defined benefit scheme (DB), members can transfer the value of their SBS benefit into
an approved DC arrangement to take advantage of the new pensions freedoms. Members should consider such an option very
carefully and take appropriate financial advice before choosing to transfer benefits out of SBS. You can find an independent
financial adviser at www.unbiased.co.uk
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Beware of scams
There are concerns that the pensions freedoms may lead to an increase in attempts to defraud pension scheme members.
Please be aware of promotions, cold-calls or advertisements that encourage you to transfer your pension benefits to a different
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 Government recently announced that it was bringing forward the rise to the State Pension Age. The rise to age 68 will now
be phased in between 2037 and 2039, rather than from 2044 as was originally proposed.
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 and
• to age 68 for everyone from 2039.
You can find the latest information online at www.gov.uk

Reduced tax allowances for pensions
Members of pension schemes in the UK enjoy tax relief on both their pension contributions and on any cash lump sum they
may choose to take at retirement. There are however restrictions on the maximum tax-free benefit you can build up in any
single year and the maximum tax-free benefits you can take at retirement.
The Annual Allowance (the amount of benefit you can build up in any one year) is currently £40,000 (although the position is
more complex for higher earners who may have a lower allowance).
The Lifetime Allowance (the overall amount of tax-free benefit you can build up in pension provision) for 2016/17 is £1million.
It is your responsibility to check how close you may be to these allowances. If you are unsure you should speak 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 Trustees took the decision to close the DB AVC section to new members from August 2017. Members can still pay AVCs
into the defined contribution (DC) arrangement with Standard Life.
Anyone who wants to find out more about the Standard Life AVC arrangement should contact the pensions office at
pensions@ed.ac.uk.
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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 2015 actuarial valuation.

•

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
2015.

•

The Actuarial Reports as at 31 March 2016 and 31 March 2017 following the actuary’s check on the Scheme’s
financial position as at those dates.

•

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 in receipt of 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 addition, you can now log into a secure area on the Hymans Robertson website and use the benefit
illustrator to model potential retirement outcomes. You can register for this at:
http://www.uoesbspensions.co.uk/uoe/

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.
Independent Financial Advice
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
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: 		 0845 601 2923
Email: 		 enquiries@pensionsadvisoryservice.org.uk
Website: www.pensionsadvisoryservice.org.uk
Post: 		 11 Belgrave Road
		London
		 SW1V 1RB
The Pensions Ombudsman
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
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.
Tel: 		 0845 600 2537
		thepensionservice.gov.uk
Post: 		 The Pension Tracing Service
		 Tyneview Park
		 Whitley Road
		Newcastle-upon-Tyne
		 NE98 1BA
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