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TRUSTEEôS REPORT 

 

Constitution of the Plan  

 

The DMGT AVC Plan (the Plan) was established to enable members of the defined benefit 

schemes of the DMGT Group to make additional voluntary contributions (AVCs) to enhance 

their future pension benefits.  The Plan is established under and governed by a Trust Deed and 

Rules administered by a Trustee specially appointed for this purpose.    The Plan is a registered 

pension plan under the Finance Act 2004.  To the Trusteeôs knowledge there is no reason why 

such registration should be prejudiced or withdrawn.   

 

The Plan is not contracted -out of the State Second Pension.  

 

Membership  

 

Membership of the Plan under the vari ous categories is shown below:  

 

 20 10  

 

Additions  Withdrawals  20 1 1  

 

Members in service  400  0 (93 )  307  

Deferred members  814  39 (58 )  795  

Retired members*  2,738  106  (56 )  2,788  

TOTAL  3,952  1 45  ( 2 07 )  3,890  

 

* Includes widow(er)s, adult dependants and childre n receiving a pension from the Plan.  

 

The further significant reduction to  members in service reflects the action taken by 

Participating Companies to reduce headcount as part of a broad reorganisation aimed at 

reducing the cost base of those businesses.  

 

Plan  closed  to new investment  

 

Legal advice to the Trustee resulted in the With Profits fund in the Plan being classified as a 

defined benefits arrangement.  Following  that legal advice , the Trustee close d the Plan to new 

investment , including transfers fro m other pension arrangements .   

 

AVC facilities involving a range of unit - linked investments are now offered to members of the 

Harmsworth Pension Scheme and the DMGT Senior Executives Pension Fund within those 

schemes.   

 

Actuarial valuation and Scheme Spe cific Funding  

 

Every three years the Plan carries out an actuarial valuation.  This is a financial assessment of 

the Plan undertaken by the Plan Actuary.  The Actuary looks at the value of the assets of the 

Plan  and compares these with the value of the ben efits that are either already being paid or 

are to be paid in the future i.e. the liabilities.  The valuation is based on a number of financial 

and demographic assumptions recommended by the Actuary and approved by the Trustee in 

advance of the valuation.  

 

The latest  valuation , as at 31 March 2008 , was signed  by Colin Smith of Watson Wyatt Limited 

who was the Plan Actuary at that time .  This introduce d a requirement for the trustees of 

defined benefit occupational pension schemes to enter into discussions w ith the scheme 

sponsor to determine a suitable, prudent, ongoing funding basis for the Plan.   In addition, 

where a deficit exist ed on that basis, there is a requirement to agree an appropriate recovery 

plan for removing it.  This valuation w as also the fir st to have been undertaken following the 

re -classification of the Plan as a defined benefit arrangement.  

 

The results of the valuation were set out in a report from the Plan Actuary dated 27 March 

2009.  The main conclusions in this report were:  
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1.  The accum ulated assets of the Plan at the valuation date represented 100% of the 

Planôs Technical Provisions (i.e. the value of the Planôs benefit liabilities) in respect of 

past service benefits.  

 

2.  Compared with the position at the previous valuation either long - te rm bonus 

expectations would be lower or higher investment returns would be required in future to 

meet previous bonus expectations.  

 

3.  Over the long term, investment returns on the Planôs assets would need to exceed 

those on fixed interest gilts by more than 1.4% pa (2005, 1.0% pa) to generate funds 

that could be utilised to provide future bonuses.  The main reason for this increase is 

the allowance made by the Plan Actuary for greater life expectancy.  

 

4.  At the valuation date, the ratio of the market value of t he Planôs assets to the value of 

accrued benefit liabilities assessed using a discount rate in line with the yields available 

on UK Government Fixed Interest Gilts was 85%.  

 

5.  If the Plan had been discontinued as at 31 March 2008 there would have been 

insuff icient assets to buy out the accrued benefits through the purchase of annuity 

policies with an insurance company.  The funding level on this basis at the valuation 

date was assessed to be 79%.  

 

The accumulated assets of the Plan as at 31 March 20 10  represe nted 92 % of the Planôs 

Technical Provisions in respect of past service benefits  (80 % as at 31 March 2009 ) .  The 

improvement over the year to 31 March 2010 was due mainly to a recovery in the market 

value of assets.    

 

The financial position of the Plan as at 31 March 2011 is due to be  reviewed by the Plan 

Actuary  with t he results from this valuation expected to becom e available around  mid -2012.  

 

Risk Management  

 

The Trustee has established a Finance & Risk Sub -Committee with a brief to identify, monitor 

and  manage the risks associated with operating the Plan that are within the Trusteeôs control 

and to maintain a Risk Register.  

 

In addition, the Trustee is aware of the significant risk in connection with running defined 

benefit pension schemes that is carrie d by the Company on its balance sheet in the form of 

pension liabilities.  For this reason, the development of a long - term pension de - risking strategy 

by the Company has commenced.   

 

A Risk Management Committee (RMC) has been set up by the Company, with T rustee 

representation (see page 3 for membership details), to assess and monitor de - risking options 

available to the Plan with help from external specialists including senior DMGT Pensions 

representatives and a member of the Aon Hewitt actuarial team.  The  RMC is charged with 

developing a framework within which a de - risking strategy will be undertaken and against 

which specific de - risking proposals will be benchmarked.   

 

To assist with this work, the Trustee has appointed a risk analyst, PensionsFirst Anal ytics (see 

page 4), and uses PFaroe (risk management software developed by PensionsFirst and provided 

to DMGT Pensions, the RMC, the Trustee and its Investment Committee) as a powerful and 

cost -effective tool in the effective management of pension liabilit y risk.  

 

The PFaroe software enables PensionsFirst to work with DMGT Pensions in examining selected 

de- risking proposals at an early stage, to assess whether further analysis by the RMC is 

appropriate and then subject each proposal to appropriate scrutiny in preparation for Trustee 

engagement when required.  
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Asset a llocation  

 

Following the decision by the Trustee to close the Plan to new investments  and  a 

comprehensive review of the investment strategy of the Plan in mid -2008, ongoing  analysis of 

the portf olio asset allocation is continuing  to establish  and monitor  the asset mix that has 

appropriate characteristics and is expected to deliver cashflows that match benefit cashflows 

as closely as possible.   The PFaroe software mentioned above is assisting the Trustee in this 

analysis.  

 

Financial d evelopment of the Plan  

 

The net assets of the Plan  decreased by £ 1.8  million, or 3.4 %, from  £52.2  million  to £ 50.4  

million . 

 

 £m  £m  

Contributions and transfers receivable  -   

Benefits payable and payments to and on ac count of leaver s (5.0 )   

Net withdrawals   (5.0 )  

Investment income  0. 3  

Change in market value of investments  3.0   

Investment management expenses  (0.1 )   

Net returns on investments   3.2  

Net dec rease  in the Plan  during the period  

 

 (1.8)  

The accounts  have been prepared and audited in compliance with Regulations 41 (1) and 41 

(6) of the Pensions Act 1995.  

 

Bonuses  

 

After taking advice from the Plan Actuary, the Trustee determined that no interim bonus 

should be awarded as at 1 April  20 11.  This repeat of the action taken by the Trustee in recent  

years was in recognition of continuing adverse financial , economic and demographic factors 

impacting on the Plan.  

 

A history of recent interim and special bonuses (all payable at the Trusteesô discretion) is 

shown below:  

 

Date  %   

1.4.00  1.0   

1.4.01  1.0   

1.4.02  to 1.4. 11  (inclusive)  No bonus awarded  

 

 

Transfer Payments from Other Pension Arrangements  

 

The Trustee has resolved not to accept payments from other pension arrangements in respect 

of active Plan members .   

 

Trustee Directors  

 

Board meetings of the Trustee have been held quarterly.  Certain decisions of the Trustee have 

been delegated to sub -committees set up under formal terms of reference to deal with 

administration, funding, finance & risk and investme nt.  As indicated on page 3 of this report, 

certain specialists and selected internal attendees have been co -opted to the sub -committees 

to assist Trustee Directors with their work.  
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 INVESTMENT REPORT  

 

 

 

Policy  

 

The Trustee has ultimate responsibility f or decision -making on investment matters.  However, 

an Investment Committee (a formal sub -committee of the Trustee), and two specialist sub -

committees, handle the majority of investment matters.  All of these committees have a 

formally defined scope for de cision making.  Recommendations are made to the Trustee if 

decisions are required outside of this authority.  The members of the Investment Committee 

are listed on page 3.  

 

Only persons or organisations with the necessary skills, information and resources are actively 

involved in taking investment decisions affecting the Plan.  The Trustee draws on the expertise 

of their internal advisers and, where necessary, employs the skills and expertise of external 

advisers, including external sub -committee members, i nvestment managers, the custodian, 

the investment consultant and the Plan Actuary.   

 

A key element of overall investment policy is a scheme -specific asset allocation benchmark.  

This benchmark is incorporated in the Statement of Investment Principles (SIP ), which is 

reviewed annually or otherwise updated as necessary.  The assets are monitored so that 

overall asset allocation is maintained in line with this scheme -specific allocation.  

 

The scheme -specific allocation is the Trusteeôs long-term strategy for meeting agreed 

investment objectives.    

 

Asset Allocation  

 

The underlying asset allocation at the beginning and end of the year under review is shown 

below:  

 

 31.03. 11  

%  

Benchmark  

%  

31.03.10  

%  

Benchmark  

%  

Growth assets   40   40  

  Global equities  25.9  26. 5 26. 1     26.5  

  Fund of hedge funds  7. 3 6. 0 7.1     6.0  

  Property  7. 8 7. 5 7. 5    7.5  

     

Matching assets   60   60 

  Fixed interest  gilts  14.6  20.0  16.9     20.0  

  Corporate  bonds  30.0  30.0  15.5     20 .0  

  High Alpha bonds  14.4  10.0  26. 9    20.0  

     

 100.0  100.0  100 .0  100  

 

 

Variations in actual asset weightings compared with the strategic allocation benchmark  can 

arise due to market movements.  The Trustee has appointed Legal & General Investment 

Management Limited to monitor and re -align the weig hting between growth and matching 

assets in  respon se to market movements.   

 

DMGT Pensions continues to monitor overall asset allocation and to make recommendations for 

change as necessary.  
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Management  

 

The Trustee appoints investment managers to manag e assets of the Plan.  A list of the 

investment managers and the asset classes that they manage is shown in Appendix 1 on page 

29 . 

 

All investment managers appointed by or on behalf of the Trustee to manage Plan funds under 

section 34 (3) of the Pensions A ct 1995 are appropriately authorised or exempt under the 

Financial Services and Markets Act 2000.  

 

Investment managers' fees, calculated on either a fixed or a diminishing sliding ad valorem 

scale in relation to the market value of the portfolio, are paid by the Plan .  Property managersô 

fees are monitored and paid by the Harmsworth Pooled Property Unit Trust.  

 

The Trustee has appointed an Investment Committee which meets quarterly to discuss 

investment matters, review strategy and make recommendations to t he Board.  Regular 

presentations are made to the Committee by investment managers, independent specialists 

and advisers.  The Committee has very specific decision -making powers as set out in its 

mandate.  

 

The Trustee ha s appointed L&G  with a mandate to hed ge back into sterling 65 % of certain 

overseas investment positions denominated in US Dollars, Japanese Yen and Euros.  

 

Investment Review & Performance  

 

Investment performance is monitored on a quarterly basis by comparing Plan returns 

generated by The WM C ompany (the performance measurement specialist retained by the 

Trustee) with benchmark returns for that quarter.  

 

The table below shows market returns and Plan returns for the year to 31 March 2011:  

 

 

Market indices and scheme asset classes  Total return 

ye ar to 

31.03.11  

%  

3 years total 

return  

 

% pa  

5 years total 

return  

 

% pa  

Market indices     

FTSE All -Share Index  8.7  5.4  3.7  

FTSE All World  8.4  8.6  5.4  

MSCI All Countries World  8.5  8.4  5.1  

FTSE >15 Year Gilts  7.0  5.1  3.8  

iBoxx £ Non Gilt ex BBB  4.9  5.3  3.3  

Merrill  Lynch Sterling Non -Gilts  5.3  6.4  3.9  

Plan  assets     

Total Equity Portfolio  10.3  8.4  5.4  

Total Alternatives (inc. Property)  3.0  n/a  n/a  

Total Credit  5.6  6.2  4.6  

    

Total Plan  return to 31 March 2011  7.2  4.3  3.5  

Total benchmark retur n  to 31 March 

2011  

7.3  4.7  3.9  
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Marketability of Investments  

 

At the year end, £5.8m (11.6 %) of investments were quoted on a recognised stock exchange 

and are therefore considered to be marketable on a shor t term basis.  In addition £35.6m 

(7 1.6 %)  was held in unitised funds that can be sold on specific dealing dates and are also 

considered to be marketable on a short term basis.  Holdings of units in HPPUT can usually 

only be realised over longer periods to allow for sale of the underlying property  investments 

unless other participating schemes wish to acquire the units to be sold.  The balance of 

investments , £8.3m (16.8%),  is held in less liquid assets which may not be realisable on a 

short term basis.  

 

Risk  

 

The Investment Committee regularly rev iews the risk profile of the investment portfolio.  
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COMPLIANCE STATEMENT  

 

 

 

1.  Trustee Directors  

 

 Company -appointed Directors are appointed and can be removed by the remaining 

Directors.  Member -nominated Directors are appointed by a selection panel .  

 

2.  Statement of Trusteeôs Responsibilities 

 

 The accounts, which are prepared in accordance with UK Generally Accepted Accounting 

Practice, are the responsibility of the trustee.  Pension scheme regulations require the 

Trustee to make available to sche me members, beneficiaries and certain other parties, 

audited accounts for each scheme year which :  

 

 show a true and fair view of the financial transactions of the scheme during the 

scheme year and of the amount and disposition at the end of the scheme year  of its 

assets and liabilities, other than liabilities to pay pensions and benefits after the end 

of the scheme year; and  

 

 contain the information specified in the Schedule to the Occupational Pension 

Schemes (Requirement to obtain Audited Accounts and a S tatement from the 

Auditor) Regulations 1996.  

 

The T rustee has supervised the preparation of the accounts and has agreed suitable 

accounting policies, to be applied consistently, making any estimates and judgements on 

a prudent and reasonable basis.  

 

The T rustee is also responsible for making available certain other information about the 

scheme in the form of an annual report.  

 

The T rustee is responsible under pensions legislation for ensuring that there is prepared, 

maintained and from time to time revised a schedule of contributions showing the rates 

of contributions payable towards the scheme by or on behalf of the employer and the 

active members of the scheme and the dates on or before which such contributions are 

to be paid.  

 

The T rustee is also respons ible for keeping records in respect of contributions received in 

respect of any active member of the scheme and for monitoring whether contributions 

are made to the scheme by the employer in accordance with the schedule of 

contributions.  Where breaches of  the schedule occur, the trustee is required by the 

Pensions Acts 1995 and 2004 to consider making reports to the Pensions Regulator and 

to members.  

 

The T rustee also has a general responsibility for ensuring that adequate accounting 

records are kept and f or taking such steps as are reasonably open to it to safeguard the 

assets of the scheme and to prevent and detect fraud and other irregularities, including 

the maintenance of an appropriate system of internal control.   

 

The Trustee is also responsible for the maintenance and integrity of the 

dmgtpensions.co.uk website.  Legislation in the United Kingdom governing the 

preparation and dissemination of financial statements may differ from legislation in other 

jurisdictions.  
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3.  Transfer Value Payments  

 

 Trans fer payments made in respect of members or ex -members with a deferred pension 

entitlement have been calculated in accordance with the provisions of the Occupational 

Pension Schemes (Transfer Values) Regulations 1996 using tables supplied by the 

Scheme Actu ary.  Transfer payments made during the year were calculated in 

accordance with instructions supplied by the Actuar y to reflect the full value of the 

deferred benefit rights and guaranteed increases to pensions in payment and were in 

accordance with the Re gulations and guidelines issued by the Institute of Actuaries.  

 

 The Trustee has decided to exclude residual discretionary benefits from the transfer 

payment.   

 

4.  Property Investment  

 

 The main property investments of the Plan  are held in the Harmsworth Pooled Property 

Unit Trust (HPPUT).  Full details of all transactions in HPPUT are given in the annual 

Report and Accounts  for the Trust as at 31 March 20 11, which is appended to this Report 

and Accounts . 

 

 

5.  Statement of Investment Principles  

 

 The Trust ee has produced a Statement of Investment Principles under Section 35 of the 

Pensions Act 1995 which sets out the policy it is  following in investing the assets of the 

Plan on behalf of Members.  A copy of this Statement, which has been reviewed annually 

by the Trustee, is available for inspection at the address shown on page 9. 

 

 

6.  Custody of Assets  

 

 The assets of the Plan , apart from property, private equity , infrastructure  and client -held 

investments in pooled investment vehicles, were held on behalf o f the Trustee by the 

custodian bank shown on page 4 of this Report.  Strict internal controls are in place 

regarding the movement or sale of these assets.  

 

 

7.  Employer - Related Investments  

 

 The distribution and value of the investments at 31 March 20 11 is analysed in note 9 of 

the financial statements on page 2 4.  It should be noted that the Trust Deed explicitly 

prohibits investment of Plan assets in employer - related investments, apart from those 

required in order that a passively managed UK Equity portfo lio can be utilised by the 

Trustee.   As at 31 March 2011  it is estimated that  the value of employer - related 

investments held in passively managed assets was 0.0014% of the net assets of the 

Plan.  
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Actuaryôs Statutory Certificate 
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