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UCUHE/234   27 October 2014    

University and College Union 

Higher Education 

Carlow Street, London NW1 7LH, Tel. 020 7756 2500, www.ucu.org.uk 

To Branch Presidents, Chairs, Secretary’s (pre-92 institutions); 

Branch Pension Officers (pre-92 institutions) 

Topic Universities Superannuation Scheme (USS) meeting Tuesday 4 

November 2014 

Action To register one branch officer and one pension officer to this 

important meeting. 

Summary  This circular invites LA Presidents/ Secretaries and Pension 

Officers from pre-92 USS universities to attend an important 

update on USS negotiations and potential future developments. 

This circular provides details of who should attend the meeting, 

its location, timing and registration information.  

  
Contact Geraldine Egan, National Pensions Official;  

                       Michael MacNeil, National Head of Bargaining and Negotiations 

 

 
Dear Colleague 

At its meeting on 24 October, the Higher Education Committee (HEC) noted that the 

employers had submitted their proposals for a hybrid scheme to the USS JNC at its 

meeting earlier that week. 

Branches will already be aware that the proposal is an amended form of the hybrid 

defined benefit, defined contribution option previously discussed. The significant 

difference from the original proposal is the raising of the threshold cap for the defined 

benefit (DB) scheme from £40k to £50k (providing this is affordable); and all 

employees above and below the threshold will be able to pay an extra contribution of 

1% into the defined contribution scheme (DC) and this 1% will be matched by the 

employers.  

A copy of the proposal is attached at Appendix 1.  

UCU negotiators are working with advisers on a response to be submitted before the 

next meeting with the employers and USS on 7 November. HEC agreed a proposal 

from the negotiating team to call a meeting of branch representatives to enable them 

to provide a report on the negotiations and next steps.  

 

It is important that eligible branches (see list of pre-92 institutions in Appendix 2) 

make every effort to send their Branch Pension officer plus a senior branch officer to 

the meeting. Please be assured that this meeting is not to review the mandate 
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established by the special decision-making meeting of pre-92 branches on 19 

September. 

 
The meeting arrangements are: 

Date   Tuesday 4 November. 

Time  13.00 – 15.00. 

Venue UCU head office Carlow Street, London NW1 7LH. 
http://www.ucu.org.uk/media/pdf/m/e/ucu_carlowstreetdirections.pdf 

 

Expenses will be met from national funds. Registration will be open at the venue from 

12.30pm and teas and coffees will be available on arrival.  

 

REGISTRATION INFORMATION 

Please register as soon as possible via this link –  
https://ucu.wufoo.com/forms/uss-dispute/ 

 

 

 
Michael MacNeil 
National Head of Bargaining and Negotiations 

 

 

 

 

 

 

 

 

 

 

http://www.ucu.org.uk/media/pdf/m/e/ucu_carlowstreetdirections.pdf
https://ucu.wufoo.com/forms/uss-dispute/
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Appendix 1 

USS Joint Negotiating Committee, 22 October 2014 Universities 

UK’s proposals for modifications to USS benefits 

1. Introduction 

This paper describes the employers’ proposals for the reform of USS benefits in order to remove 

the current deficit and ensure that USS is sustainable and affordable for employers and members 

in the longer term, while continuing to provide a fair and appropriate level of benefits for all 

members in the future. 

The proposals reflect the outcome of the latest consultation by Universities UK with USS 

employers which was held during the period June to September 2014; there was a good 

response to the consultation with 79 responses in total including almost all of the largest 

institutions. 

We plan to discuss these proposals further with UCU as well as with the Trustees and the 

Pensions Regulator before a formal proposal is submitted to the JNC for consideration in 

November. 

2. The case for reform 

Increased size and volatility of the scheme deficit 

The last triennial valuation of the USS as at 31 March 2011 showed that the scheme’s liabilities 

exceeded its assets by £2.9 billion and changes to benefits and contribution rates were made as a 

result. Notwithstanding the changes made in 2011 the deficit has increased significantly. It 

reached £9.8 billion in March 2012, then £11.5 billion in March 2013. It has also been very volatile; 

it had swung back down to £7.9 billion by June 2013. The outcome of the 31 March 2014 

valuation is expected to show continued growth in the value of the USS’s assets, but also the 

continuation of a very substantial deficit. USS has remained in deficit for two valuation cycles and 

as we look towards the 2017 valuation, it would be imprudent simply to assume that 

circumstances will change for the better and that no response is needed at this time. 

The closure of the USS final salary section and its replacement by a career revalued benefit 

(CRB) section for new entrants from October 2011 was the primary change adopted in response 

to the valuation outcome in 2011. It was intended to reduce the deficit over time and contain the 

cost of future benefits but this has not happened and instead the deficit has continued to grow. 

There are a number of reasons why the USS deficit has continued to increase since 2011 

including: 

1 
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 Members of the USS are living longer so the pension scheme has to pay pensions in 

retirement for longer than planned. 

 The continuing global economic challenges which have had a detrimental impact on the 

value of USS’s assets and the calculation of its liabilities. 

 The Bank of England’s programme of quantitative easing in response to the financial crisis 

has increased the price of bonds (gilts) and, as a result, the value of the USS’s liabilities 

(being the benefits that the USS has promised to pay) has increased substantially. 

Trustees’ proposed response to the USS funding deficit 

In December 2013 the USS Trustees wrote to Universities UK setting out their views on how the 

funding and investment strategy of the USS should be managed. The Trustees estimated that the 

employers would need to pay a contribution rate of 26.5% in order to retain the current employee 

benefits. Under the cost sharing rule introduced in 2011 this would mean that the employee 

contribution rate would have to increase to 12.3%. We consider that these rates are unaffordable 

for employers and employees alike. 

The USS Trustees are also concerned about the risk that the deficit could continue to grow in 

future and aim to reduce the risk of this happening. They propose to do this by reducing the 

investment risk that they take with the USS’s assets. Currently the investment risk carried by USS 

is relatively high due to the fact that the majority of the USS’s assets are held in equities (stocks 

and shares) rather than government bonds. However, by reducing the investment risk (and the 

expected rate of investment return) the cost of funding the benefits provided by the USS 

increases. This is because the USS Trustees can no longer rely on the higher investment returns 

they predict they will obtain from equities and instead need more cash contributions from 

employers (and employees) to fund the benefits. 

Recalculating the deficit based on the USS Trustees’ proposals increased it from around £7 billion 

to £13.1 billion as at September 2013. This would push the contributions required even higher, to 

unaffordable levels for employers and employees. Therefore the Trustees prompted a review of 

the benefits provided by USS in order to ensure that they remained affordable and to allow the 

USS Trustees the scope to reduce the investment risk in the scheme. 

The 2014 actuarial valuation of USS is the first to be carried out under new guidance issued by 

the Pensions Regulator. Trustees are now encouraged to develop an integrated approach to 

funding – one that draws a clear connection between how able and willing the employers are to 

pay extra cash into the scheme, i.e. the covenant; how the assets are invested, i.e. the investment 

strategy, and also how the scheme is funded – i.e. the contributions payable by the employer. The 

Regulator asks trustees to understand risks across all three of these strands, and to define 

acceptable parameters for each. 

2 
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As part of its engagement with the employers, USS published its Integrated approach to scheme 

funding (July 2014), which sets out three principles that will guide the trustee for running the 

scheme, and addresses the interaction of covenant, investments, contributions and benefits. The 

principles have been codified into three Tests that drive the degree of investment de-risking that 

the USS Trustees feel is appropriate. The de-risking feeds through to the level of discount rate 

used by the scheme actuary, which in turn drives the contributions payable by members and 

employers. The trustees’ tests and the employees’ proposals for reform are discussed in an 

annex to this paper. 

3. UUK consultation response and employer views on the case for reform 

The employers are in agreement with the USS Trustees that action must be taken to deal with this 

much larger deficit and the volatility in the USS funding level must be addressed. The responses 

to the employer consultation recognized the need for some investment de-risking, principally to 

respond to the increasing reliance which the scheme will otherwise place on the sector over time, 

and to help in reducing funding (and contribution) volatility. Ensuring that the scheme’s reliance 

on the participating employers does not increase provides an assurance that the employers can 

comfortably support the USS going forward and also that the employers (and employees) can be 

reassured regarding the sustainability of the scheme. 

In order to address the objectives of all parties (USS trustee – to be more relaxed in their 

investment de-risking strategy; scheme members – to provide benefits that best suit their needs 

noting other constraints; and employers – to reduce volatility in cost and achieve a contribution 

rate of between 16-18%) Universities UK investigated a number of alternative benefit options, 

along with its adviser Aon Hewitt. A key aim was to ensure that there was flexibility within the 

revised benefit structure as this is likely to provide the basis of a more enduring solution. 

A final salary structure will reward high flyers and in turn produce a substantial increase in the USS 

deficit when members are given large salary increases. Therefore managing the link to final 

pensionable salary is important in order to manage the size and future growth of defined benefit 

liabilities. Redefining the past service salary link will result in an immediate reduction in the size of 

the scheme's deficit, and will allow the trustees to take a less aggressive approach to investment 

de-risking. Based on the initial results provided by USS (and assuming the initial de-risking 

proposal), the scheme had a deficit of the order of £13 billion based on market conditions as at 30 

September 2013. Closing the final salary section and redefining the link to CPI would reduce the 

deficit by £6-7 billion. Without a change, in order to maintain contributions in the 16-18 per cent 

zone, institutions could ‘only’ spend around 5 per cent on future benefits as the remaining 

contributions would be required to fund the £13 billion deficit. By removing the link to future final 

salary and therefore being able to provide an improved package for new and existing members in 

relation to future service, the employers believe their proposal meets the need for ‘intergenerational 

fairness’ to be considered as part of any benefit reform process. 

The Trustee’s Test 1 – benefit security and additional contribution cover - illustrates most clearly 

how the proposed benefit changes interact with the investment policy and hence the Technical 

Provisions the trustee would propose to adopt, and so to the contribution payable by employers. 
3 4 
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At present we have an investment policy which can be simplified by being described as 20 per 

cent in bonds (which are lower risk and match the benefit payments), and 80% in return seeking 

assets. The trustee's desired position – in the absence of benefit changes – is to de-risk 

progressively over time, such that at the end of 20 years, the investment policy is roughly 50/50 

between bonds and return seeking assets. This 50/50 split is very close to the asset distribution 

of the typical UK pension scheme at the present time. 

From these various asset portfolios, the trustee has derived expected investment returns – each 

expressed as a return in excess of the yield on government bonds. From that expected investment 

return, the scheme actuary makes a deduction to allow for prudence, and then sets the discount 

rate used to value future benefit payments. The current portfolio (20/80) has a target return of 2.75 

per cent per annum above gilt yields, and a discount rate (at the end of 20 years) of 1.7 per cent 

per annum above gilt yields. A 50/50 portfolio by contrast would have an expected return of gilts + 

1.75 per cent per annum and a discount rate of gilts +1.1 per cent per annum. From this process, 

we end up with the cost of future service benefits and the contributions needed to meet the deficit. 

The table below shows the indicative impact of changing the benefit package, in terms of de-risking, 

Technical Provisions and the employer contributions required to provide benefits. 
 

Benefit Package options Existing 
(Final 
Salary) 

CRB 

No Cap 

CRB 

£50K Cap 

CRB 

£40K Cap 

Approximate proportion of 
return-seeking after 20 
years 

50% 50% 57.5% 65% 

Target annual investment 
return 

Gilts + 

1.75% 

Gilts + 

1.75% 

Gilts + 2% Gilts + 

2.25% 

Discount rate after 20 
years (in excess of 
gilt yields) 

Gilts + 1.1% Gilts + 

1.1% 

Gilts + 

1.25% 

Gilts + 1.4% 

Future employers' cost 
DB component 

17.2% 15.0% 12.8% 11.0% 

Employer cost of DC 
component1 

- - 2.6% 3.0% 

Deficit contributions (over 
15 years) 

9.3% 4.3% 4.1% 3.1% 

Total employer 
contribution 
requirements 

26.5% 19.3% 19.5 17.1% 

Does package pass Test 
2 (i.e. is solution 
“durable”)? 

No No Nearly Yes 

 

1 This assumes full take-up of the matched contribution (1% of total salary) 

The reason CRB with no cap fails test 2 is because the likelihood of contributions exceeds both legs 

of the test: with the probability of contributions exceeding 18% at the next valuation being 35% (in 

excess of 30%), and more significantly the probability of contributions exceeding 21% at the next 

valuation being 25% (well in excess of 10%). Looking beyond the technical test, a practical problem 

with the CRB for all design is that there is no in-built flexibility then to modify the benefits (which 
5 
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applies with the proposed structure, as for example DC benefits can be reduced before core DB 

benefits are affected). 

In conclusion, neither maintaining final salary nor introducing CRB scheme without a cap will 

produce a durable solution due to the residual risks being run. The adoption of CRB without a cap 

does not curtail the growth of DB liabilities to the extent that is required and will mean that there is 

a significantly greater risk of higher employer contributions being required in the future compared 

to CRB with a cap. 

The initial employer proposal was for CRB to apply to all members with a £40,000 salary threshold, 

but following strong feedback from the employers during the consultation we have increased the 

proposed salary threshold to £50,000. However, a £50,000 salary threshold has an estimated 

cost that exceeds the 18 per cent employer contribution limit, and therefore we are reliant on 

persuading the USS Trustees (and the Pensions Regulator) to increase the recovery period (from 

15 to 20 years) or further to reduce the de-risking proposals in order to achieve a solution that 

satisfies the employers’ contribution criteria. 

It will be noted that in looking at their Tests, the Trustees take no account of any Defined 

Contribution benefits that are introduced. These pose no obligation risk on the employers – in 

effect, risk is borne fully be members. As such, the Trustees exhibit a marked preference for DC 

benefits over DB benefits. In coming up with the final package of benefit proposals, the bias 

towards DC has influenced the thinking of the employers, but is balanced by the need to deliver 

solid reliable core benefit that addresses the retirement needs of the majority of members. 

This is why the employers propose to enhance the current CRB provision with an additional DC 

matching element (1% from the employee is matched equally with 1% from the employer into their 

DC pot). This provides additional benefits for members without increasing the level of DB risk 

borne by the scheme which would need to be counted against the Trustee’s tests. It is not possible 

to switch this contribution from DC to DB without increasing the risk in the scheme and leading to 

the Trustee’s reassessing their derisking position which would drive up the overall cost. 

4. The employers’ proposals for changes to scheme benefits 

Following a review of the principal alternative reform options and two consultations with 

employers we have concluded that the proposed changes to the benefit structure summarized 

below are required to address the deficit and ensure that USS is sustainable and affordable in 

the longer term. 

As noted above, the closure of the final salary section is an essential part of the employers’ 

proposals. Redefining the past service salary link for final salary members will result in an 

immediate reduction in the size of the scheme's deficit, and – together with the introduction of a 

maximum threshold for CRB accrual on future service - will allow the trustees to take a less 

aggressive approach to investment de-risking. Closing the final salary section and redefining the 

link to CPI would reduce the deficit by £6-7 billion. Without a change, in order to maintain 

contributions in the 16-18 per cent zone, institutions could ‘only’ spend around 5 per cent on 

future benefits as the remaining contributions would be required to fund the £13 billion deficit. 
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As a result of the Universities UK review, a Hybrid CRB benefit structure was then assessed 

further as it was clear that it was more likely to meet the employers’ requirements and the USS 

trustee’s tests than the other options; it would allow institutions to seek to retain contributions 

within the levels they said they were prepared to pay whilst providing a core level of DB benefit 

with a flexible DC benefit above and below the salary threshold. It would significantly reduce the 

risk of future contribution increases compared with the other options that were considered and 

provide the basis for a longer term solution as well as providing an enhancement to the current 

CRB section for many members. 

The principal features of the proposed hybrid structure are as follows: 

 
Defined benefits (DB) 

 The final salary section will close for future service and members will cease to build up further 

benefit entitlements in this section. Past service benefits for current members of the final 

salary section will be based on final pensionable salary at the date the reforms come into 

effect and revalued each year in line with the consumer prices index (CPI) from the date of 

closure. USS have confirmed that this change is legally acceptable under the Scheme rules. 

 All members of the USS – both existing members and new members – will join a new 

career revalued benefits (CRB) section of USS for future service. 

 For future service, all members of USS will continue to receive defined benefits on the existing 

Career Revalued Benefits (CRB) scale of 1/80 of salary each year, plus tax-free cash of three 

times pension, and this will be based on their actual salary up to the proposed salary threshold 

of £50,000 a year provided that the cost is affordable for employers. This is subject to the USS 

Trustee Board (and the Pensions Regulator) agreement to an extension to the period for 

repaying the deficit in the USS from 15 years to about 20 years as the cost of a £50,000 salary 

threshold would otherwise exceed the maximum 18% employer contribution level. It also 

assumes that the Trustees’ requirements for investment de-risking will enable employer 

contributions to be maintain within the 18% level. 

 Each year CRB benefits will be increased in line with CPI (guaranteed up to 5% with half of any 

additional increase in CPI up to 15% (i.e. a maximum increase of 10% per year). 

 The employers believe it is important to aim to set the salary threshold at a level that allows 

the highest number of USS members to accrue the whole or the majority of their benefits from 

the CRB section. A proposed £50,000 salary threshold would mean that around two thirds of 

current members would receive a CRB pension on their whole salary. The remaining third 

would receive CRB benefits on salary up to the threshold with benefits on salary above that 

provided under the new Defined Contribution (DC) section described below. 

 The Normal Retirement Age in USS will remain linked to increases in the State Pension Age. 

 No changes are being made to members’ ability to take a tax free cash lump sum at 
7 
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retirement. 

 

Defined Contribution (DC) benefits 

 A new section of the USS will be created that will provide DC benefits (which depend on the 

amounts contributed, the time they have been invested and investment performance; they are 

not guaranteed). 

 Higher earning members whose salary is above the proposed salary threshold of £50,000 will 

still build up CRB benefits, but their pension benefit on salary above the salary threshold will 

be covered by the new DC section. It is proposed that employers will contribute 12% of 

pensionable salary above the salary threshold into the DC section and employees will 

contribute 6.5%. The 12% employer contribution excludes the cost of death and ill health 

benefits (referred to below) which will be met additionally by employers. 

 Additionally, all employees in USS above and below the salary threshold will be able to pay 

an extra contribution of 1% into the DC section if they decide to do so and employers will 

match this contribution. (For existing final salary members their total contribution (if they 

participate) will remain at their current contribution level of 7.5%) 

 The new pension flexibilities introduced by the Government will mean that members will have 

greater choice in how they draw benefits from their DC pot, including the ability to take it all as 

cash, subject to income tax. 

 The provision of a DC section represents an enhancement for many existing CRB members as 

well as enabling greater risk to be shared between employers and the employees, as the 

benefits payable from the DC pot are not guaranteed. By focusing the largest proportion of DC 

benefits on those USS members earning the most, the intention is to share the greatest risk 

with those who can better afford to bear that risk while ensuring that all employees retain a 

minimum core DB pension. 

Death in service and ill health benefits 

Death in service and ill health benefits have yet to be finalised but will be broadly comparable to 

those provided now. Members’ death in service/ill health benefits will derive from the CRB section 

(comprising both final salary benefits up to the date of change and CRB thereafter) up to the 

salary threshold. For those members whose salary is above the salary threshold part of these 

benefits will come from the DC section, potentially through an additional insured solution. 

Employer and employee contribution rates 

The employers aim to maintain employer contribution rates within the range 16-18% . An 

increase in the current employer contribution rate of 16% could trigger an increase in the future 

employee contribution rate to the CRB section under the agreed cost sharing 

mechanism (2/3rds of the increase being paid by the employers and 1/3 by scheme members).  
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No decision to apply these cost sharing arrangements has been taken and the issue will be kept 

under review as these proposals are discussed further with the Trustees and the Pensions 

Regulator. The proposals outlined above are currently based on an employee contribution rate 

of 6.5%. 

5. Aspects of the proposed benefit package still under review 

As mentioned above, the proposal summarised in this paper will only be possible if the Trustees 

and Pensions Regulator agree to an extension of the deficit recovery period and/or moderate their 

proposals for investment de-risking. A number of design features also remain to be resolved before 

a formal proposal is submitted to the JNC in November. They will be discussed further with USS to 

establish cost implications and other issues and any proposals relating to these items will be 

finalised as negotiations with UCU progress. 

The issues under consideration include: 

 the benefits members accrued on earnings in excess of the salary threshold in the event of 

death or early retirement on account of ill-health; 

 the definition of pay that would be used at the point of closure of the final salary section; 

 transitional protection for members close to retirement age; 

 USS’s future membership of the Public Sector Transfer Club. 

There are also a number of technical issues that will need to be decided on as a consequence of 

a move to a hybrid arrangement. While none of these needs to be decided before the scheme 

changes are specified, decisions will be needed before the proposed implementation date (April 

2016). 

The most substantial issues include: 

 operation of the DC section; 

 members with fluctuating pay; 

 multiple appointment members; 

 existing money purchase AVCs; 

 flexible retirement; 

 structure of the Trust Deed and Rules; 

 tax mitigation options. 
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Annex A 

The Trustees’ tests and the employers’ proposals 

Test 1 focuses on benefit security, not in relation to the balance sheet of the sector, but in 

terms of additional contributions that may be needed in times of stress – and it moves us in 

the direction of more sustainable solutions. The Test has a number of concepts and 

components. The first is the idea of self-sufficiency – what assets would be needed to 

enable the trustee to run the scheme off in a low risk – but not no risk - fashion. This is a low 

risk approach which the trustee would want to be able to adopt with a high degree of 

confidence. Technically, the liabilities assessed on a self-sufficiency approach are calculated 

using a discount rate based on government bond yields plus 0.5% per annum. In the 

transition to the self-sufficiency position it is envisaged that additional contributions would be 

required from employers. This ‘contribution buffer’ has been set at 7 per cent of the 

pensionable salaries of members over a long period such as 15 - 20 years – 7 per cent 

being the difference between the maximum desirable contribution of 18 per cent of pay from 

employers and the maximum affordable from them, as derived by the EY review (25 per cent 

of pay). The trustee does not propose to fund the Scheme on a self-sufficiency basis – they 

will use the Technical Provisions assumptions which allow for greater future investment 

returns and hence require less assets today (and lower contributions). The difference 

between the actual Technical Provisions and the self-sufficiency assessment should be 

comparable to the 7 per cent contribution buffer. 

This is quite a complex approach – but one that is crucial to the outcomes. The trustee is 

saying they are comfortable with a particular level of Technical Provision, only if they can 

move to a self-sufficiency position over a sustained period, while receiving a high level of 

contributions from the employers – in effect the highest level of contributions before the 

sector solidarity is compromised. This Test can be applied in reverse to "solve" for the level 

of Technical Provisions which can be supported by a particular benefit package, and we 

return to this later. 

Test 2 is rather simpler and is about the volatility of the employer contributions. It asks what 

is the likelihood of contributions exceeding certain thresholds. Specifically the trustee carried 

out modelling to quantify the range of contribution outcomes on a Technical Provisions basis 

over the short and longer term. The Test is pitched so that the contributions needed to meet 

the cost of benefits accruing and any deficit on the Technical Provisions at the end of a 3 year 

period should have a high probability (70%) of not exceeding 18 per cent of salaries and a 

very high probability (90%) of not exceeding 21 per cent of salaries. The trustee’s 

assessment of Test 2, against different potential benefit designs is set out below. 
 

Test 2 CRB no cap CRB £50K cap CRB £40K cap 

Probability of exceeding 
18% in 3 years 

35% 23% 16% 

Probability of exceeding 
21% in 3 years 

25% 14% 9% 
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As this table shows, even with the removal of the link to final salaries for future service 

and the provision of CRB benefits only up to £50,000 the probability of contributions 

exceeding 18% in three years only moves from 1 in 3 to 1 in 4. This is still a substantial 

risk for the employers to be bearing. 

Test 3 is about the asset base of the sector and says that over a 20 year period, the 

Scheme's reliance on the sector should not be increased. As a general principle, given the 

lack of alternative assets to support the scheme, this feels reasonable in the light of the 

trustee's assessment of the employer covenant. The trustee's quantification of this principle 

considers the doomsday scenario where a 1/100 year bad event hits the scheme, and it then 

needs to be run on a minimal risk basis. 

Specifically Test 3 says that the net asset value of the sector should be compared to the 

deficit on an economic basis (i.e. a risk free assessment using discount rates equal to the 

yields on safe government bonds) plus the amount of additional assets required to meet a 

tail risk, one in one hundred, funding event (measured using a value at risk (VaR) at a 

99% level over a one year period). The USS analysis of Test 3 is set out below. The 

sector employers clearly pass this test. 

Test 3 £ bn 

Economic value of promised benefits 58.5 

Scheme Assets (39.1) 

Deficit on economic basis 19.4 

One year 99% Value at Risk 11.0 

Amount to be secured by sector's assets 30.4 

Value of net assets of the sector from EY report 44.0 
 

The three Trustee tests effectively define the relationships between the four elements of the 

valuation – covenant, investment strategy, funding and benefits. In particular, they define the 

trade-offs the trustee is prepared to make around less de-risking, for greater benefit reform, 

and in turn what needs to happen to maintain contributions in the 16-18% zone. 

Tests 1 and 3 are about the reliance on the ability and willingness of employers to support 

the scheme – and in effect to underwrite the consequences of any bad outcomes on the 

investment policy followed. The sheer magnitude of what USS would become in the 

absence of change is illustrated in the diagram below. 
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Technical Provisions in 20 years time 
(£ bn, in real terms) 

             70 
  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Existing final salary        CRB for all                  Capped CRB – 40Kcap 

 

The light blue arrow shows the combined net assets of the participating employers 

– which EY estimate to total £44 billion. The three dark blue bars are the predicted 

size of the USS in 20 years’ time under three scenarios. Firstly, if no benefit 

changes are made, then the predicted size of the USS is £70 billion. If we were to 

move to CRB for all, this would result in technical provisions of £54 billion, whereas 

CRB up to a threshold of £40K would result in technical provisions of £45 billion. 

This demonstrates the scale of the impact Universities UK is aiming to have with 

the benefit reform, in terms of managing the DB risk being underwritten by the 

sector. 
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Appendix 2 

Pre-92 INSTITUTIONS 

The University of Aberdeen 

Aberystwyth University 

Aston University 

Bangor University 

The University of Bath 

The Queen's University of Belfast 

Birkbeck College 

The University of Birmingham 

The University of Bradford 

The University of Bristol 

Brunel University London 

The University of Cambridge 

Cardiff University 

The City University  

Courtauld Institute of Art  

Cranfield University 

The University of Dundee 

University of Durham 

The University of East Anglia 

The University of Edinburgh 

The University of Essex 

The University of Exeter 

The University of Glasgow 

Goldsmiths College 

Heriot-Watt University 

The University of Hull 
Imperial College of Science, Technology and 
Medicine 

Institute of Education 

The University of Keele 

The University of Kent 

King's College London 

The University of Lancaster 

The University of Leeds 

The University of Leicester 

Liverpool School of Tropical Medicine  

The University of Liverpool 

London School of Hygiene and Tropical Medicine 

London School of Economics and Political Science 

Loughborough University 

The University of Manchester 

The University of Newcastle-upon-Tyne 

The University of Nottingham 

The Open University 

The University of Oxford 

Queen Mary  (UL) 

The University of Reading 

Royal Holloway, University of London (Bedford College) 

The Royal Veterinary College 

The School of Oriental and African Studies 

The University of Salford 
University of London (Institutes and activities), Senate 
House 

The University of Sheffield 

The University of Southampton 

The University of St Andrews 

St George's University of London 

The University of Stirling 

The University of Strathclyde 

The University of Surrey 

The University of Sussex 

Swansea University 

University of Wales Trinity St David  

University of Wales 

University of Ulster 

University Campus Suffolk  

University College London & The School of Pharmacy 

The University of Warwick 

The University of York 

Scottish Association for Marine Science 

Ruskin College  
 


