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Topics	
  today	
  

1.  Addi/onal	
  Voluntary	
  Contribu/ons	
  	
  
•  (AVCs,	
  now	
  closed)	
  

2.  The	
  Investment	
  Builder	
  Scheme	
  



Former	
  AVC	
  Schemes	
  Summary	
  

•  Pre-­‐2016: 	
  Added	
  years	
  Defined	
  Benefit	
  	
  (USS)	
  	
  

•  	
   Pre-­‐2016: 	
  Money	
  Purchase	
  Defined	
  Contribu/on	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  

(Pruden/al)	
  

•  Both	
  schemes	
  are	
  closed	
  for	
  new	
  joiners;	
  	
  

•  Exis-ng	
  contracts	
  may	
  con-nue	
  	
  



Former	
  Addi/onal	
  Voluntary	
  Contribu/on	
  Schemes	
  
(AVCs)	
  

•  Money	
  Purchase	
  (Pruden/al	
  scheme)	
  
–  You	
  pay	
  in	
  a	
  sum	
  of	
  your	
  choosing	
  each	
  month,	
  
deducted	
  from	
  gross	
  salary	
  before	
  tax.	
  

–  Invested	
  in	
  equity	
  market,	
  etc	
  
–  You	
  draw	
  this	
  down	
  at	
  re/rement	
  as	
  either:	
  
	
  Tax	
  free	
  lump	
  sum,	
  or	
  annuity	
  (addi-onal	
  pension).	
  

•  Added	
  Years	
  (part	
  of	
  USS	
  Final	
  Salary	
  scheme)	
  
–  You	
  pay	
  an	
  agreed	
  monthly	
  sum	
  before	
  tax	
  to	
  purchase	
  
Addi-onal	
  Years	
  of	
  Service,	
  used	
  to	
  increase	
  your	
  net	
  
pension.	
  



AVC	
  replacement:	
  Investment	
  Builder	
  

How	
  does	
  this	
  work?	
   Tax-free cash 
Or 

Annuity (extra pension) 

4.	
  



Income	
  Builder	
  vs	
  Investment	
  Builder	
  

£55000	
  

Obligatory	
   Voluntary	
  

8%	
  from	
  you	
  
+	
  

18%	
  from	
  UCAM	
  

Defined	
  
Income	
  
(Pension)	
  

8%	
  from	
  you	
  
+	
  

12%	
  from	
  UCAM	
  

Long-­‐term	
  
Investment;	
  

Cash	
  lump	
  sum	
   (x	
  +	
  1)	
  %	
  from	
  you	
  
+	
  

1%	
  from	
  UCAM	
  

Long-­‐term	
  
Investment;	
  

Cash	
  lump	
  sum	
  

Salary	
  



The	
  first	
  1%	
  of	
  salary	
  into	
  Investment	
  Builder	
  is	
  called	
  
“The	
  Match”	
  

If you earn over the salary threshold, both you and your employer will automatically 
make normal contributions to the USS Investment Builder in respect of your pay above 
the salary threshold each year. The match is available in addition to these. 

So if you contribute an additional 1% of your full pay (or more) above your normal 
contributions, you’ll receive an additional 1% from your employer. 

You contribute  
an additional

or more of your salary to the 
USS Investment Builder

Your employer also 
contributes an additional

Understanding the match  
– pay more get more

When you choose to 
contribute at least an 
additional 1% to the 
USS Investment Builder, 
you receive a matching 
contribution from your 
employer up to the first 1%. 

Here’s how it works:

Section
4

1% 1%+

The match is available to all members

You can choose to pay more, but your employer will only match the first 1%

1.

4.

2. 3.
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This	
  is	
  	
  
FREE	
  MONEY	
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the salary threshold each year. The match is available in addition to these. 

So if you contribute an additional 1% of your full pay (or more) above your normal 
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Is	
  the	
  Investment	
  Builder	
  worth	
  doing?	
  

•  Your	
  investment	
  is	
  before	
  tax:	
  each	
  £	
  you	
  invest	
  costs	
  you	
  80p	
  

•  With	
  The	
  Match,	
  for	
  every	
  80p	
  you	
  invest	
  up	
  to	
  1%	
  of	
  salary,	
  your	
  fund	
  

receives	
  £2	
  

•  Unlike	
  Pruden/al	
  AVCs,	
  there	
  are	
  no	
  management	
  charges**	
  

•  You	
  have	
  a	
  choice	
  of	
  investment	
  funds	
  that	
  you	
  manage	
  online	
  at	
  My	
  USS	
  

•  On	
  the	
  nega/ve	
  side,	
  the	
  performance	
  of	
  the	
  USS	
  funds	
  is	
  unproven;	
  they	
  

are	
  not	
  risk-­‐free.	
  	
  But	
  USS	
  investments	
  consistently	
  return	
  8	
  or	
  9%	
  p.a.	
  

**	
  The	
  Emerging	
  Markets	
  fund	
  has	
  a	
  2%	
  p.a.	
  charge.	
  	
  All	
  others	
  are	
  free.	
  



USS	
  Members	
  website:	
  



Details of the investment options

In the USS Investment Builder, you can select either the “do it for me” or “let me do it” investment 
options. You can change your approach in the future if you wish.

Let me do it
There are 10 options:

Growth fund – a mixture of investments 
which includes a majority of higher 
risk/higher potential return options; 

Moderate growth fund - a mixture of 
investments which includes a balance 
between higher risk/higher potential return 
options, moderate risk/moderate returns 
and lower risk/lower return options;

Cautious growth fund – a mixture of 
investments which includes a majority of 
moderate risk/moderate return and lower 
risk/lower potential return options;

UK equity – a mixture of investments 
made up from UK publicly traded stocks 
and shares;

Global equity – a mixture of investments 
made up from global publicly traded 
stocks and shares;

Emerging markets equity – a mixture  
of investments made up from global 
publicly traded stocks and shares from 
developing countries; 

Sharia fund – a mixture of investments 
which are compliant with Islamic  
financial law; 

Ethical equity fund - a mixture of 
investments, which avoid certain types 
of assets listed in USS’s guidelines for 
ethical investment;

Bond fund – a mixture of investments 
which include government bonds and 
other forms of credit;

Cash fund – all money is held as cash – 
low risk and low return.

Do it for me
There are two options:

Default lifestyle fund – an option 
that gradually shifts how it invests over 
time. During the period up to 10 years 
before your retirement age, it invests 
in the growth fund. At 10 years from 
retirement it gradually diversifies to 
include the moderate growth fund. 
At five years from retirement it begins 
to shift further, so that it is fully invested 
in the cautious growth fund and cash 
fund at your retirement.

Ethical lifestyle fund –  
an approach similar to the default 
lifestyle, but avoiding certain types  
of investments.

If you don’t make 
any investment 

decision, your USS 
Investment Builder 

contributions (and those 
from your employer) will be 

invested in the default 
lifestyle fund. 

Section
7
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Ques/ons	
  and	
  Answers:	
  1	
  
•  	
  What	
  happens	
  when	
  the	
  current	
  Pruden/al	
  AVC	
  scheme	
  terminates	
  (end	
  
September)?	
  	
  Is	
  this	
  directly	
  replaced	
  by	
  the	
  voluntary	
  contribu/ons	
  to	
  the	
  
new	
  DC	
  sec/on?	
  	
  Can	
  exis/ng	
  Pru	
  AVCs	
  run	
  alongside	
  the	
  new	
  DC	
  sec/on?	
  
	
  
All	
  current	
  Pruden6al	
  AVC	
  funds	
  will	
  cease	
  on	
  30th	
  September	
  2016.	
  Most	
  
exis6ng	
  Pru	
  AVCs	
  have	
  been	
  moved	
  over	
  to	
  USS	
  Investment	
  Builder.	
  	
  
The	
  Pru	
  ‘with	
  profits	
  fund’	
  	
  will	
  con6nue	
  up	
  to	
  30th	
  September	
  2019,	
  and	
  will	
  
then	
  cease.	
  (Funds	
  in	
  the	
  ‘with	
  profit’	
  will	
  remain	
  with	
  Pruden6al	
  so	
  
individuals	
  do	
  not	
  lose	
  out	
  by	
  early	
  termina6on.)	
  There	
  will	
  not	
  be	
  a	
  ‘with	
  
profit’	
  fund	
  in	
  USS.	
  	
  
Members	
  will	
  be	
  able	
  to	
  use	
  the	
  DC	
  sec6on	
  called	
  Investment	
  Builder	
  Income	
  
to	
  pay	
  addi6onal	
  money	
  into	
  the	
  various	
  funds.	
  
	
  
	
  

	
  



Ques/ons	
  and	
  Answers:	
  4	
  
•  I	
  had	
  a	
  FS	
  pension	
  and	
  am	
  paying	
  for	
  Added	
  Years	
  contribu/ons.	
  	
  What	
  happens	
  

now?	
  

•  If	
  you	
  already	
  have	
  an	
  Added	
  Years	
  	
  contract	
  you	
  can	
  con6nue	
  to	
  pay	
  contribu6ons	
  
up	
  to	
  its	
  end	
  date	
  (normally	
  date	
  of	
  re6rement).	
  	
  

•  These	
  will	
  provide	
  the	
  extra	
  years	
  service	
  you	
  contracted	
  to	
  pay	
  to	
  the	
  FS	
  scheme,	
  
increasing	
  the	
  pension	
  based	
  on	
  your	
  final	
  pensionable	
  salary	
  at	
  31st	
  March	
  2016.	
  
This	
  “calculated	
  Final	
  Salary	
  pension”	
  will	
  con6nue	
  to	
  increase	
  in	
  line	
  with	
  CPI.	
  

	
  	
  
•  Your	
  decision	
  is	
  whether	
  to	
  con:nue	
  or	
  not.	
  If	
  you	
  are	
  a	
  long	
  way	
  from	
  re6rement	
  

then	
  your	
  pay	
  is	
  likely	
  to	
  be	
  a	
  lot	
  higher	
  at	
  re6rement	
  and	
  it	
  may	
  not	
  be	
  worthwhile	
  
con6nuing.	
  

	
  	
  
•  If	
  you	
  are	
  likely	
  to	
  be	
  promoted,	
  again	
  your	
  salary	
  will	
  increase	
  and	
  it	
  may	
  not	
  be	
  

the	
  best	
  use	
  of	
  money.	
  
•  	
  If	
  you	
  are	
  close	
  to	
  the	
  end	
  of	
  the	
  contract,	
  or	
  re6rement,	
  and	
  are	
  on	
  a	
  flat	
  salary	
  

then	
  you	
  will	
  probably	
  gain	
  by	
  con6nuing.	
  

•  There	
  is	
  no	
  clear	
  best	
  op6on,	
  as	
  the	
  performance	
  of	
  the	
  new	
  Investment	
  Builder	
  DC	
  
funds	
  is	
  not	
  known,	
  and	
  we	
  are	
  looking	
  into	
  the	
  future	
  in	
  the	
  market	
  place.	
  

	
  
	
  

	
  



Thanks	
  for	
  your	
  Aeen/on!	
  

Richard	
  Farndale	
  
	
  
pension-­‐rep@ucu.cam.ac.uk	
  
	
  



What	
  about	
  the	
  Future	
  of	
  USS?	
  
•  The	
  new	
  hybrid	
  scheme	
  is	
  heavily	
  parameterised:	
  

–  Accrual	
  rate:	
  	
  	
  	
  	
  	
  	
  1/75	
  
–  Up-­‐ra/ng	
  for	
  infla/on 	
   	
   	
   	
   	
  	
  

•  CPI	
  to	
  5%	
  
•  Half	
  CPI	
  from	
  5	
  to	
  10%,	
  zero	
  beyond	
  10%	
  

–  CRB/DC	
  salary	
  threshold:	
  	
  	
  	
  	
  	
  55k	
  
–  Employer	
  input	
  to	
  DC	
  

•  12	
  %	
  of	
  salary	
  
•  1%	
  matching	
  

•  More	
  external	
  pressure:	
  
–  Caps	
  on	
  Tax-­‐free	
  Total	
  Salary	
  Pot	
  
–  Possibility	
  of	
  changing	
  tax	
  relief	
  on	
  contribu/ons,	
  or	
  taxing	
  Lump	
  Sums	
  

•  “Deficit”	
  is	
  subject	
  to	
  Valua/on	
  Methodology	
  


