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Winter 1999/2000

Welcome to the 21st century
Welcome to the winter edition of ‘Your Fund’. Although we are now
at the dawn of a new century, it is very much business as usual at
UKPD. We are, however, always looking to improve the service we
provide to all fund members. To help with this we have recently
undertaken a comprehensive survey asking for your views on our
service, and will be conducting further regular surveys in the future
to monitor our progress.

One major improvement will be the introduction of our Customer
Charter, to be launched in April. This will show you the standard of
service we are aiming to provide you with in future.

As you know, we are always looking to improve communication with
all fund members, and to help us achieve this we would like to hear
any views you have on this edition of ‘Your Fund’. Please contact
Hannah Clarke with any ideas or suggestions. Hannah can be
contacted by email on Hannah.Clarke@unilever.com, or by post at
UKPD, Unilever UKCR, Unilever House, PO Box 68, Blackfriars,
London EC4P 4BQ.

In this edition of ‘Your Fund’…

Improvements to the fund to go ahead page 2

Our Customer Survey page 3

Investment Review page 4

Mercury Asset Management page 6

Delegates’ Conference 2000 page 6

Government plans page 7

AVCs – Equitable Life – the case continues page 7

Computer system goes live; Year 2000 page 8

Integration update page 8

w
in

te
r e

d
itio

n
...w

in
te

r e
d

itio
n

...

1



You may remember that
at the beginning of
November we wrote to
you, explaining the role
of the Scheme Actuary
and announcing
proposed benefit
improvements and
changes following the
valuation.  We advised
you that the Scheme

Actuary, Michael Pomery, had presented the
results of the valuation to the Trustees at their
meeting on 7 October 1999, and reported that
the fund currently had a surplus of £270 million.
The company had suggested a package of benefit
improvements and changes and, following 
discussion with the Trustees, this had been
accepted in principle. The package, which is 
contingent on certain rule changes and 

constitutional amendments being
made, will
result in the
whole surplus
being used to
benefit all fund
members as
well as the
company. This
must not be
seen as 
establishing a
precedent for
the use of any
future surpluses. 

At the December
Trustee meeting it

was agreed that the necessary rule amendments
and constitutional changes should take place. We
will be writing to all members early in the New
Year, once these changes have been legally
“executed”, to advise you of what happens next.

The major improvement that you, as active
employees, will get from the surplus is an
extension of the contribution “holiday” until
September 2002, when the results of the next
valuation are due. The company’s current 

contribution holiday is also to be extended to this
date. However the company contributions may
have to resume earlier should the financial 
circumstances of the fund dictate. If this were to
happen, the company would consider restarting
the members’ contributions at the same time. 

Your family may also benefit from the extended
eligibility rules for dependants’ pensions and
from the option, on retirement, to surrender
some of your pension to boost that of your
spouse. Some members will also be offered the
chance to buy service credits but no part of the
cost of this option is being met from the surplus.  

Members who are pensioners or deferred 
pensioners at 1 April 2000 will also gain from the
surplus. They will be entitled to the improvements
to family benefits as mentioned above, but in 
particular they will benefit from the granting of 
a one-off 2.5% millennium increase.

Finally, the structure of the Trustee Board is also
being modernised, and includes the possibility 
of a pensioner Trustee being elected by the 
membership.
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Improvements to the fund to go ahead
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Chris Lewin explaining the valuation and the
changes to the department.
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Communication is a
priority for UKPD and my
brief is to develop and
implement our strategy
in this area. You will
already have seen some
changes, for example the
move to two issues a year
of “Your Fund”. A major
task during my first year
has been the 

undertaking of a representative survey of fund
members. The aim of this telephone survey was to
find out what you, the members, felt about UKPD’s
service and communications – for example how
helpful you find us, and what you think about “Your
Fund”.

We were keen that the survey should be seen to be
totally impartial and, to achieve this aim, it needed to
be undertaken by people outside UKPD, so that both
confidentiality and impartiality could be guaranteed.
An external firm of consultants, AHC, based in West
Yorkshire, was selected from a shortlist of four firms
to undertake the survey. AHC were chosen because
of their professionalism,
their pensions knowledge
and their experience of con-
ducting similar surveys.

400 people from each
category – employee
members, deferred 
pensioners and pensioners –
were randomly selected by
AHC. Working closely with
me, AHC produced a
response form and covering
letter which were sent to each
of the people selected. To
participate in the survey,
selected members had to
return the form, having
ticked the box indicating that
they were willing to take part.
Using this approach, about
300 people from each
category were surveyed at the
end of June and the
beginning of July 1999.

UKPD and AHC would like to thank all those who
took the time to participate in the survey. As you can
see below, the results will help us to develop our
plans for future communications and customer
service, and have given us a benchmark against
which we can measure our progress. To do this, we
will need to repeat the survey on a regular basis, so
those who did not have the chance to take part this
time may be contacted in future.

So, what have we learnt?

We asked the 900 or so members participating in the
survey to answer the question: If you had to say how
satisfied you were with the service you receive from
UKPD, what would you say? The respondents had to
give a rating between 1 and 10, with 1 being the lowest
and 10 being the highest. The result was an overall 
satisfaction rating of 73.2% and the figure has been
weighted to reflect the difference in size between the
categories.

What do we do now?

Naturally we were very interested in the satisfaction
rating produced by the survey. However, we were
equally interested in the comments we received from

you, our customers, and
these messages have helped
us to plan our future com-
munication and service
strategy. There has, for
example, been an 
overwhelming demand from
employee members and
deferred pensioners for
annual benefit statements,
and I am pleased to report
that we are looking into this
as a matter of priority.

Finally, I am pleased to
announce that we will be
launching a Customer
Charter at the Delegates’
Conference 2000 and full
details will appear in the
summer 2000 issue of “Your
Fund”. 
Watch this space!

Our customer survey
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In September, the USF
published its Annual
Report and Accounts for
the year ended 31 March
1999. This review gives an
overview of the invest-
ments of the fund and
changes that have
occurred during the year. 

You may recall that the
Trustee Board has an

Investment Committee, which monitors the fund’s
assets on behalf of the Trustees, and reports to them
on a regular basis. At their March 1999 meeting, the
Trustees said farewell to Mike Fox who stepped down
as chairman of the committee, following his 
retirement from Unilever. The Trustees thanked him
for his outstanding contribution to the management
of the fund’s investments, and then welcomed
Patrick Cescau, Unilever’s Financial Director, as the
new chairman of the committee. Unilever’s
Controller, Jeffrey Allgrove, also became a member.

The current USF investment strategy has been
designed to meet the investment goal of the
Trustees. Their aim is to achieve the best possible
long-term returns without taking excessive risks. The
diagram below shows the split of assets used to
achieve this. As you can see, at 31 March 1999, over
three-quarters of the assets of the USF remained
invested in company shares (or “equities”). Although
equity values can rise and fall sharply in the short
term, they are particularly suited to meeting the
long-term objectives of the Trustees, as they have
historically produced higher returns in the long
term than other types of investment. 

The Trustees appoint external investment managers
to look after the majority of the fund’s investments,
and there has been no change to the investment
managers during the year. The fund’s property
investments continue to be managed by a specialist
team within Unilever.

In February 1998, Northern Trust were appointed as
the USF’s Global Custodian. Their role, on behalf of
the Trustees, is to provide the necessary administra-
tion and look after all the documentation relating to
the fund’s assets held by the investment managers.

Investment Review by Wendy Mayall, Chief Investment Officer
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Fixed interest 13%

Property 6%

Venture capital 3%

Cash 1%

North American/European/Japanese equities 28%

UK equities 38%

Pacific/Emerging equities 11%

Top 10 shareholdings at 
31 March 1999 – holdings £m

BP Amoco 97

Glaxo Wellcome 87

BT 71

Lloyds TSB 55

Vodafone 51

Shell 48

SmithKline Beecham 44

HSBC 40

AstraZeneca 39

Barclays 30

1999 £4,185m

1998 £4,257m

1997 £3,698m

1996 £3,575m

1995 £2,946m

MARKET VALUE OF INVESTMENTSW
en

d
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ayall

AS AT 31 MARCH 1999

Split of assets at 31 March 1999



The market value of the fund’s
investments at 31 March 1999
amounted to £4,185 million. This
represented a small decrease since
1998, largely due to the payment
of transfer values following the
sale of some of Unilever’s 
businesses, including the speciality
chemical companies. We measure
the performance of the fund’s
investments against a benchmark,
which the WM Company has
specifically calculated to reflect
the fund’s current investment
strategy. During the year ended 
31 March 1999 the return on the
fund’s assets was 8.9% against a
target return of 9.3%. However, as
stated above, the key to investment
success is good long-term 
performance. Over the 10 years
ended 31 March 1999 the fund’s
average annual return has been
12.4% a year, compared to the
benchmark return of 12.5% a year,
and well ahead of the average annual rate of
inflation of 3.9%.

The Trustees have published a formal statement of

their investment principles, and a copy can be
obtained, on request, from UK Pensions
Department, Unilever House.
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USF Report and Accounts
The audited USF Report and Accounts contains more
details about the USF’s financial activity during the
12 months to 31 March 1999.

If you would like a copy, please fill in this form and 
send it to:

The Secretary to the USF, UK Pensions Department, 
Unilever House, Blackfriars, London EC4P 4BQ.

Please send me a copy of the USF Report and
Accounts (PLEASE USE BLOCK CAPITALS).

Name:

Membership no: 

Address:

Postcode:
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Employee members

Deferred pensioners

Pensioners

43,453

49,590

20,245

1998
1999

MEMBERSHIP

Members’ contributions (AVCs) 5

Company contributions 7

Income from investments 136

Increase in market value of investments 
(including AVCs) 201

Pensions 167

MINUS

PLUS

Lump sums 22

Transfers to other funds 202

Expenses 16

SIZE OF FUND AT 31 MARCH 1998 (£m) 4,299

SIZE OF FUND AT 31 MARCH 1999 (£m) 4,242

+
–

Transfers from other funds 1



As I am sure you will recall, on 7 October 1999 the
Trustees of the USF started High Court proceedings
against Mercury Asset Management. 

The Trustees are alleging that Mercury acted 
negligently in their handling of the monies entrusted
to them during the period 1 January 1997 to 
31 March 1998 when the contract with Mercury was 
terminated. The Trustees are seeking damages in
excess of £100 million.

The case is unlikely to come to court in the 
near future, and during this time we are unable 
to comment further on this issue. We would, 
however, like to draw your attention to the 
following points:

It is the Trustees of the USF who have taken this
action, rather than Unilever Plc. The case is not
based on under-performance but on negligence – 
we are alleging that Mercury acted negligently. We
believe, therefore, that it is our fiduciary duty, as

Trustees, to take this
action in the best
interests of all fund
members.

Any compensation arising
from the case will be paid
into the fund and taken
into account by the
Scheme Actuary at the
next valuation. Whatever
the outcome, all fund
members will continue to receive the benefits to
which they are entitled.

If you did not receive a copy of the press release
(emailed to all employees on 7 October 1999) and
would like one, please contact Hannah Clarke,
Communications Manager, UKPD.

Richard Greenhalgh
Chairman of the USF Trustee Board

Wendy Mayall’s article on pages 4 and 5 talks about the
fund’s investments, and the investment goal of the
Trustees. To achieve this goal, the Trustees must agree
an investment strategy, which includes the allocation of
the fund assets. 

In January 1997, the Trustees adopted a ten-year invest-
ment strategy. It is, as Wendy stated, designed to meet
their goal of achieving the best possible long-term
investment returns without taking excessive risks. The
actuarial valuation gives an up-to-date picture of the
overall financial position of the fund so it makes sense,
at this time, to review the investment strategy. One of
the ways that the Trustees can do this is to use “asset
liability modelling”. Essentially, this process allows the
Trustees to test their strategy against a wide range of
scenarios, to give them a picture of how the fund would
perform in each case. 

At their December 1999 meeting, the Trustees, having
undertaken this exercise and consulted with the
company, decided that the current 
investment strategy remained appropriate and did not
need to be changed. 

Mercury Asset Management – Richard Greenhalgh speaks
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Investment Strategy –
No change

The USF Delegates’ Conference 2000 will
be taking place on 18 and 19 April. We will
again be at the ICC in Birmingham. Hot
topics this year will be the changes
following the Actuarial Valuation and the
launch of UKPD’s Customer Charter. 

The conference gives your delegates the
chance to get together and discuss areas of
mutual interest. It also gives them a chance
to raise any issues direct with the 
management team of the USF.

We will be reporting back from the
Delegates’ Conference in the summer 2000
edition of “Your Fund”.
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Delegates’ Conference 



In the summer issue of “Your Fund” we noted that Equitable Life was seeking a court
judgement concerning the approach they had adopted towards the payment of final bonuses
on With Profits contracts.

A judgement was issued on 9 September which endorsed the approach that Equitable Life
was taking. 

However, the case was then passed to the appeal court, and was heard in the week 
commencing 29 November. At the time of going to press, no date for the delivery of the
judgement had been announced.

The Trustees are continuing to monitor the situation closely and will revisit the issue, with
advice from the USF Actuary Bacon & Woodrow, once the latest judgement has been given.

The Welfare Reform and Pensions Act has finally
passed through Parliament, receiving Royal Assent on
11 November 1999. The Act introduces a new type of
pension, called the Stakeholder pension. It also
tightens up the regulations surrounding payment of
contributions to funds, and introduces changes
concerning the splitting of pension rights on divorce.

However, the government has not yet announced the
effective dates of these changes. You will be hearing a lot
more about this in the future. 

Missing from this Act is the planned replacement of
SERPS with a new State Second Pension. In the
Queen’s speech on 17 November, it was announced
that the government would be introducing another
welfare reform bill, which would include further
pension reforms, among them the introduction of the
State Second Pension. The welfare reform bill, now
known as the “Child Support, Pensions and Social
Security Bill”, has been published. By the time you read
this it should be passing through Parliament.

The government also expressed its intention to
introduce a Trustee Bill, to widen the investment
powers of trustees and impose on them a statutory duty
of care. 

So, it looks as though the new Parliamentary session will
be just as interesting in terms of pensions, as the Welfare
Reform and Pensions Act is put into effect and the new
bills go through Parliament. We will, of course, let you
know in due course if and how these changes will affect
you.

AVCs – Equitable Life – the case continues

Government plans

Buried in the Welfare Reform and Pensions Act is a
last-minute addition relating to the confusion sur-
rounding SERPS and widows’ pensions. In 1986, the
then government decided to reduce widows’ benefits
from SERPS, with effect from April 2000. However,
the advice leaflets produced by the DSS did not
mention this change until 1996, and it is claimed that
officials were giving incorrect information about
widows’ benefits from 1986 to January 1999. This has
led to real concerns that people may have made
arrangements for their retirement on the basis of
wrong information. 

The government is now considering how best to
address this issue, and the Welfare Reform and
Pensions Act gives it the power to make regulations
to:

◆ increase the percentage rate of widows’ (and
widowers’) pensions for a clearly defined group
of people who may have been affected by this
advice and/or

◆ postpone the cut in the benefit and/or

◆ introduce a compensation scheme.

This, of course, may only affect you if you have
SERPS benefits. You would not have such benefits
for periods of Unilever service during which you
belonged to the USF.

Watch the news to see how this turns out!

SERPS confusion 

State Earnings Related Pension Scheme
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As reported in the media
in November, BP Amoco
is proposing to abolish
the practice of 
integration with the State
Scheme (sometimes
referred to in the media
as “Clawback”.) 
I explained in the
summer issue of “Your
Fund” that the USF has

been designed to provide a reasonable level of total
income at retirement, taking into account benefits
from the state scheme. A degree of integration with

the state scheme is therefore an important part of
the design of the USF.

BP Amoco has a considerable surplus in its scheme,
which is perhaps why it has decided to take the step
of ending integration. Although the USF has a
surplus, it is by no means as large. As you know, the
company and Trustees have agreed to use the
surplus in other ways, including an extension of the
contribution holiday (for more details of this and the
other proposed changes, see page 2).

We will continue to monitor the situation closely, but
Unilever currently believes that it is still appropriate
for the USF to be integrated with the state scheme.
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Integration Update – Chris Lewin reports

Computer system goes live; Year 2000
Kim Northwood reports

...stop press...stop press...stop press...stop press...stop

C
h

ris Lew
in

Congratulations to the winners of the Young Environmentalist of the year competition
1999: Sophie Hasting – National Junior Winner and Unilever Junior Winner; Rosie
Scannell – Unilever Senior Winner; and to the four runners up – Ashley Handley,
Sophie Wilkins, Thomas Ford and Amy Smith.

As reported in the last edition of “Your Fund” we
have been busy installing a new computer system,
called Profund.

We have taken the opportunity to computerise
more of the benefit calculations, which should
enable us to deal more efficiently with queries
and requests for quotations. 

With two weeks to go to the launch of the new
system, the existing system was frozen to enable us
to convert the data to Profund and also for us to
receive training. As a final measure, we undertook
a further programme of detailed checking and
testing of the new system. I am pleased to report
that, after a good deal of hard work on the part of
the Project Team which, in the end, comprised
virtually the whole of UK Pensions Department,
the system went live on schedule on 23 November. 

During this period we
also finalised and
rehearsed our plans
for the Year 2000, as
we believed that, in
common with other
businesses in Unilever,
we needed to have
detailed contingency plans to enable us to
continue to provide at least a skeleton service were
we to be affected by the Millennium Bug.
Although, in the end, nothing happened over the
New Year period, except a lot of parties, these
preparations were not wasted – we view ourselves
as a business with critical functions to perform –
not least the payment of pensions! We feel
confident that, were we to be affected by some
future disaster, we would be able to continue to
offer basic services.
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