
 
 

 

University of Southampton response to the Universities UK consultation 

on the Joint Expert Panel report 

 

1. Would your institution support the JEP recommendations regarding the 2017 valuation (see 

Table 2 – page 10), in overall terms, subject to the acceptance of such a position from the USS 

Trustee (and TPR as appropriate)? 

The University of Southampton supported the creation and the work of the Joint Expert Panel and 

we recognise that a credible team of knowledgeable pensions experts have looked at the USS 2017 

valuation processes in all its stages to propose a way forward.  

We recognise the panel propose a series of recommendations, which with further work and 

analysis by UUK and USS could deliver improvements to the valuation and offer a way forward.  

In summary, pension benefits form an important part of the overall reward benefit package for 

staff. Our objective as an institution remains to provide the best possible pension benefits that are 

affordable to the employer and member. We are focused on supporting improved employee 

relations and minimising the risk of disruptive industrial unrest, at the same time recognising the 

risk around the current and future costs, and sustainability of pension provision. As such we are 

supportive in principle of the stage 1 recommendations of the JEP.   Before we can move beyond 

that commitment in principle, we would require further information and properly framed 

proposals from USS, and acceptance of the recommendations by the USS Trustee and TPR. 

2. What further information would you need to provide a final view for question 1? 

 

At all stages of this valuation process we have asked for the technical provisions, set out on a 

comparable basis to the 2014 valuation to understand the journey. We have also been clear that 

we need to understand the recovery plan, in particular the period of that plan and the reliance on 

our covenant. This is a key piece of the valuation which is missing, and has not been addressed in 

the JEP’s work. We do not consider this simply an accounting issue for determining the 

presentation of the deficit in our financial statements, but a fundamental view on whether we are 

extending or amending the recovery of the scheme and the reliance on our covenant. 

The JEP report makes proposals to amend the valuation of the USS, based in a number of areas on 

estimations.  We need to see the firm numbers on these proposals and ensure USS have reviewed 

any interdependencies.  

On the recommendations in turn 

· Reverting to the September 2017 technical provisions and £13bn reliance – we confirm 

that we supported the September 2017 position in principle subject to clarity particularly 

in the full risk and prudence of the assumptions and the recovery period. 

· Share outperformance – the sector has expressed concerns over the investment de-risking 

and over the reliance on gilt rates throughout the past two valuations. However, we also 

recognise that in doing so employers and members are accepting more risk around 

potential contribution increases. The past three valuations have seen economic conditions 

extend the deficit recovery and as such we must all accept the risk that conditions do not 

improve for the next scheme valuation.  

· Smooth contributions – we can see this is a new proposal from the panel, which is based 

currently on estimates and needs further work from USS. We support this approach as 

assisting with the issue of intergenerational unfairness. 

· Updated CMI 2017 – we agree this is a straightforward and appropriate update to the 

valuation assumptions. 

Our covenant also supports our local pension scheme (with a total membership of 5,800 

employees, pensioners and deferred members), our bank loans and leases and our bond. We 

cannot consider the USS valuation in isolation and have to look at the broader impact on our 



 
 

sustainability over the lifetime of our pension scheme and our liabilities. We believe our covenant 

is strong and visible for over forty years and so do our investors and our stakeholders. 

The UUK consultation refers to the potential for USS to seek for institutions to demonstrate greater 

backing for a greater tolerance of risk. Reference has been made elsewhere to that backing being 

through negative pledges, contingent assets, trigger contributions and escrow accounts. We 

understand that trigger contributions are already a part of the USS rules and would have concerns 

around their implementation. We cannot support other mechanisms of backing for two 

fundamental reasons: 

· Firstly, USS is a mutual scheme and there is no segmentation of institutions’ assets and 

liabilities, as such we cannot conceive of an approach to negative pledges, contingent 

assets or escrow accounts that is consistent with mutuality and a shared covenant. To 

move in this direction could only be achieved with segmentation of the scheme. 

· Secondly, our covenant supports the wide range of our operations as set out above and 

existing borrowing arrangements mean we are not in a position to give further such 

backing.  

 

3. Employers currently pay 18% towards the USS scheme, and the mandate agreed immediately 

following the ACAS discussions was 19.3%. If the recommendations of the JEP were accepted in 

full by all parties, the outcome would be that existing benefits – minus the employer match of 

1% - could be provided at an indicative employer contribution of 20.1% of salary (with a 

member contribution of 9.1%).  

a) Would you accept employer contributions at that level? 

We recognise that by accepting the JEP stage 1 recommendations in principle, we are accepting 

contributions at this level in principle. We remain extremely concerned that  

· the effect of such contribution levels on staff costs for our institution over any period of 

time will be a downward pressure on our overall expenditure, and  

· the blunt impact of the contribution increases on all members targeted on the DB scheme 

will be to reduce membership from higher paid members (because of annual allowance 

tax pressures and lack of commensurate benefit to the individuals) and this could 

undermine the future cashflows and membership of the scheme. This again brings 

forward the issues of intergenerational unfairness.  

We believe this is a short term fix and not a long term solution for members or institutions 

b)  If not, what balance of additional risk, higher contributions and/or benefit change would you 

prefer to see as an outcome? 

We believe that the 2020 valuation and JEP phase 2 will have to look at scheme and benefit design 

to ensure we have an attractive, stable, affordable and sustainable scheme for all members and 

institutions for the long term.  

 



 

 

 

University of Southampton 

Employer response 

USS Cost sharing consultation 

 

1. Removal of the employer match 

 
 As a first step in addressing the increased costs of the scheme, it is proposed that the employer 
match would be removed, which would have the effect of reducing the total combined contribution 
required from members and employers from 37.4% to 36.6%.  
Under the rules, the 1% paid by a member who elected to pay the match will continue (members can 

elect to stop this). 

Response 

We agree to the removal of the match. With the requirement for increased employer contributions, as 

an employer we would want our contributions to support the overall sustainability of the scheme for 

all not enhancements to future benefits for some members. We do believe there are risks then to 

future membership and thus sustainability of the scheme. 

2. Contributions above the salary threshold 

 
It is proposed that members earning above the salary threshold and their employers continue to 

contribute 20% (members: 8% employers: 12%) to the USS Investment Builder. The remaining elements 

of member and employer contributions would go towards supporting the USS Retirement Income 

Builder section of the scheme. 

Response 

The blunt impact of the contribution increases on all members targeted on the DB scheme will be to 
reduce membership from higher paid members (because of annual allowance tax pressures and lack of 
commensurate benefit to the individuals) and this could undermine the future cashflows and 
membership of the scheme. This brings forward the issues of intergenerational unfairness. 
  
3. Contributions shared 35:65 between members and employers respectively  

 
 It is proposed that the required 10.6% increase in contributions be shared between members and 

employers at a ratio of 35:65 respectively. 

Response 

We agree with the continuation of the cost sharing agreement with contribution increases shared 
between members and employers at a ratio of 35:65 respectively 
  
4. Increased contributions under the cost sharing rules  

 
Under the cost sharing rules, member contributions would increase to 11.7% of salary. It is proposed 
that the increase would be phased as follows:  

· to 8.8% from 1 April 2019;  

· to 10.4% from 1 October 2019; and  

· to 11.7% from 1 April 2020.  
 
Response 
 
The blunt impact of the contribution increases on all members targeted on the DB scheme will be to 

reduce membership from higher paid members (because of annual allowance tax pressures and lack of 

commensurate benefit to the individuals) and this could undermine the future cashflows and 



 

 

membership of the scheme. This brings forward the issues of intergenerational unfairness. The scale 

of these member increases over a one year period is likely to further challenge future member 

decisions on pensions provision.  

 
5. Any other comments  

 
Members of USS and employees eligible to join the scheme are encouraged to share any views on 

alternative or additional proposals that they think could also address the challenges identified in the 

2017 valuation and to share any other comments. 

Response 

There are currently alternative proposals which have been put forward. The University of Southampton 

supported the creation and the work of the Joint Expert Panel and we recognise that a credible team of 

knowledgeable pensions experts have looked at the USS 2017 valuation processes in all its stages to 

propose a way forward.  

We recognise the panel propose a series of recommendations, which with further work and analysis by 

UUK and USS could deliver improvements to the valuation and offer a way forward.  

In summary, pension benefits form an important part of the overall reward benefit package for staff. 

Our objective as an institution remains to provide the best possible pension benefits that are 

affordable to the employer and member. We are focused on supporting improved employee relations 

and minimising the risk of disruptive industrial unrest, at the same time recognising the risk around 

the current and future costs, and sustainability of pension provision. As such we are supportive in 

principle of the stage 1 recommendations of the JEP.   Before we can move beyond that commitment in 

principle, we would require further information and properly framed proposals from USS, and 

acceptance of the recommendations by the USS Trustee and The Pensions Regulator. 

We believe that the 2020 valuation and JEP phase 2 will have to look at scheme and benefit design to 

ensure we have an attractive, stable, affordable and sustainable scheme for all members and 

institutions for the long term. 

We do not support the implementation of the proposals in this consultation for members or 

employers; the contribution increases do not deliver a sustainable solution for USS into the long term 

for members, employers or trustees. 


