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University of Manchester Superannuation Scheme
Report of the Trustees
for the Year Ended 31 July 2020
The Trustees present their report for the year ended 31 July 2020.
This is the formal annual report about the running and finances of the University of Manchester Superannuation Scheme (UMSS or
the Scheme) and is intended as a means of providing the specialist information required to comply with the Occupational Pension
Schemes (Disclosure of Information) Regulations 1996. It has been prepared in accordance with regulations made under Section 41
of the Pensions Act 1995. It will be available to members and pensioners on request and published on the UMSS website. A
shorter version entitled Pensions News will be sent to all UMSS members, pensioners and deferred members.
MANAGEMENT OF THE SCHEME
The main purpose of UMSS is to provide retirement benefits for its members, who are drawn from staff of the University of
Manchester, employed in grades 1 to 5, and staff of its associated employers. UMSS is operated as a trust fund. It is registered
under the Finance Act 2004 and the Trustee (UMSS Limited) knows of no reason why this registration might be prejudiced or
withdrawn. The principal employer is The University of Manchester, Oxford Road, Manchester M13 9PL.
UMSS Limited has been corporate trustee of UMSS since 22 April 1996. The Memorandum and Articles of Association of UMSS
Limited provide for there to be nine directors of the company. Five directors are nominated by the University and four are selected
by the membership of the Scheme - three active members of employees and one pensioner member. Directors are appointed for
an initial term of three years.
University Nominated Directors
Mr J Ferns (Chair)
(re-appointed 1 June 2018)
Dr S Merrywest
(re-appointed 31 March 2017)
Mrs JN Shelton
(re-appointed 31 July 2018)
Mr H Peters
(re-appointed 1 April 2019)
Professor R Reece
(resigned 29 February 2020)
Vacancy

Member Elected Directors
Mr W Allan
(resigned 17 November 2020)
Mr K McDermott
(re-elected 10 October 2019)
Ms T Kaar
(elected 18 July 2019)
Mr P Leigh
(resigned 20 October 2019)
Vacancy
Vacancy
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SCHEME ADVISERS
Investment Managers (bold) and Fund

Schroder Private Equity Fund of Funds II (in
liquidation)
Aberdeen Standard SVG
Lime Property Fund Unit Trust
Aviva Investors
BlackRock NTR Renewable Power Fund
BlackRock Investment Management (UK) Ltd
Renshaw Bay Real Estate Finance Fund L.P.
GAM (U.K.) Ltd
Private Equity Partners 2004 Offshore L.P.
Vintage VI Offshore L.P.
Goldman Sachs Asset Management L.P.
Broad Street Real Estate Credit Partners II Offshore
Feeder Fund L.P.
Goldman Sachs & Co.
ICG – Longbow Real Estate Debt Instruments III & V
SCSp
ICG – Longbow
Impax Global Equity Opportunities (Ireland) Fund
GBP
Impax Asset Management
LaSalle Real Estate Debt Strategies II GP
LaSalle Investment Management
Cash
Liability Driven Investments (LDI)
LPI Income Property Fund
Sterling Liquidity
World Developed Equity Index (GBP Hedged)
Legal & General Investment Management Ltd
M&G Real Estate Debt Fund II, III & VI
M&G Secured Property Income Fund
M&G Investment Management Ltd

Short name

Address

Aberdeen

31 Gresham Street
London EC2V 7QA

Aviva
BlackRock
GAM
GSAM
GS&Co

ICG Longbow

Impax
LaSalle

LGIM

M&G

North Haven Credit Partners II
Morgan Stanley Investment Management

Morgan
Stanley

Stewart Investors Worldwide Sustainability Fund
First State Investment Management (UK) Ltd

Stewart

Wellington Multi-Sector Credit Fund
Wellington Management International Ltd

Wellington
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No 1 Poultry
London EC2R 8EJ
12 Throgmorton Avenue
London EC2N 2DL
20 King Street
London SW1A 1LY
200 West Street
New York
New York 10282
200 West Street
New York
New York 10282
Procession House
55 Ludgate Hill
London EC4M 7JW
7th Floor
30 Panton Street
London SW1Y 4AJ
1 Curzon Street
London W1J 5HD
One Coleman Street
London
EC2R 5AA
Governor’s House
Laurence Pountney Hill
London EC4R 0HH
1585 Broadway
New York
New York 10036
23 St Andrew Square
Edinburgh EH2 1BB
Cardinal Place
80 Victoria Street
London SW1E 5JL
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PARTICIPATING EMPLOYERS
Employer

Participation began

The University of Manchester (UoM)
International Society
Manchester Innovation Ltd (MIL)
The University of Manchester Innovation Factory Ltd (UMIF)
The University of Manchester Conferences Ltd (UMC)

22 July 1925
1 February 1999
1 June 2003
1 October 2004
1 February 2006

Total

Employees at 31 July
2020
2,818
2
0
14
174
3,008

Although there were no current employees of Manchester Innovation Ltd at the year end, it remains a participating employer.
During the year ended 31 July 2020, due to corporate restructures, two participating employers in UMSS (HECSU and Graduate
Prospects on 30 April 2020) exited the Scheme. During the year ended 31 July 2019, due to corporate restructures, The University
of Manchester Innovation Centre Ltd exited the Scheme. The University of Manchester agreed to take over pension liabilities via a
Flexible Apportionment Arrangement in respect of each employer.
RELATED PARTIES
The University of Manchester provides administration, financial accounting and pension payroll services for the Scheme. The cost,
which is recharged to UMSS, amounted to £185,042 (2019: £183,574). The amount due to the University at 31 July 2020 was £nil
(2019: £nil) and amounts due from participating employers at 31 July 2020 were also £nil (2019: £nil).
The following directors of UMSS Limited are members of UMSS. These members are entitled to receive benefits on the same basis
as all other members: Mr W Allan (resigned 17 November 2020), Mr K McDermott, Ms T Kaar and Mr P Leigh (resigned 20 October
2019).
FINANCIAL DEVELOPMENT
The financial statements have been prepared and audited in accordance with regulations made under Sections 41(1) and (6) of the
Pensions Act 1995.
ACTUARIAL STATUS OF THE SCHEME
The relevant Actuarial Statements from the valuation conducted as at 31 July 2019 certified by the Scheme Actuary on 20 October
2020, appear at the end of this Report and Financial Statements.
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MEMBERSHIP
Details of membership of the Scheme during the year are shown below:
Active members
At start of year
New members joining
Prior year adjustments

3,432
18
9
3,459

Members retiring
Deaths in service
Members leaving prior to pensionable age
Trivial commutation
Prior year adjustments

(56)
(6)
(370)
(4)
(15)
(451)

At end of year

3,008

Pensioners
At start of year
Members retiring
Flexible retirements
Deferred pensioners reaching pensionable age
Spouses and dependants
Prior year adjustment

2,336
56
10
54
35
3

Deaths during year
Prior year adjustment

2,492
(91)
(1)

At end of year

2,402

Deferred pensioners
At start of year
Deferred pensioners during year
Preserved refunds
Prior year adjustments (deferred)
Prior year adjustments (preserved refunds)
Miscellaneous

3,257
233
137
2
11
1
3,641

Deferred pensioners reaching pensionable age
Deaths during year
Refunds paid
Transfers to other pension schemes
Trivial commutations

(56)
(3)
(136)
(25)
(5)
(225)

At end of year

3,416

Total membership at 31 July 2020

8,826

The prior year adjustments relate to the timing of the person leaving/joining the scheme and when the reports are run.
PENSION INCREASES
Increases were made on 1 April 2020 to pensions being paid to retired members and to deferred benefits held by early leavers as
provided for in the Scheme rules. The increase was exclusive of Guaranteed Minimum Pensions and amounted to 2.2% for benefits
earned before 1 April 2012 (matching the rise in the Retail Prices Index over the 12 months to 31 December 2019) and 1.3% on
benefits earned after 31 March 2012 (matching the rise in the Consumer Prices Index over the 12 months to 31 December 2019).
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TRANSFER VALUES
Transfer values paid during the year to other registered schemes were calculated in accordance with regulations issued under
Section 97 of the Pension Schemes Act 1993 and did not include an allowance for discretionary benefits. None of the transfer
values were less than the amount provided by paragraph (1) of Section 97 of the Pension Schemes Act 1993. The number of
individual transfers out was 25 (2019: 29).
From 1 October 2008 regulations came into force that require Trustees of pension schemes to set the assumptions used in
calculating Cash Equivalent Transfer Values. UMSS Limited has consulted with the actuary and has complied with the new
regulations from 1 October 2008.
CONTRIBUTIONS
The fund of UMSS contains the contributions paid by both the participating employers and members, together with income derived
from investments and capital gains on the sale of investments, from which benefits are paid out.
During the year active members contributed 6.5% of pensionable salaries. For members who fund their membership via
PensionChoice, the salary exchange plan for employees of the University, UMC and UMIF, the contribution rate for members is 0%
and the employer contributes 26.3%. The University and participating employers paid 19.8% of pensionable salaries for non
PensionChoice members towards the on-going cost. The University paid £6.5m p.a. towards the deficit in accordance with the
Recovery Plan agreed following the 31 July 2019 actuarial valuation.
Further details in respect of contributions are detailed on page 25 and in note 3.
CHANGE IN THE FUND
At the beginning of the year the total net assets of the Scheme were £689,638,450. As a result of net additions from dealings with
members of £6,470,141 and net returns on investments of £74,347,403 the net assets of the Scheme had a market value of
£763,985,853 at 31 July 2020.
CUSTODIAL ARRANGEMENTS
The majority of the Scheme's assets are invested in pooled funds and so the Trustees do not need to directly appoint custodians for
those assets. The Trustees will monitor the custodial arrangements in respect of the pooled funds in which the Scheme's assets are
invested and the Scheme's auditor is also authorised to make whatever investigations it deems necessary as part of the annual
audit procedure.
GMP EQUALISATION IMPACT
The estimated GMP equalisation impact for the Scheme is an increase of 0.2% of the total value of the Scheme Funding triennial
valuation liabilities as at 31 July 2019. The typical range of impacts vary between around 0.2% and 0.3% of the total value of
scheme liabilities, based on the initial analysis carried out.
Please note that based on the liabilities calculated for the accounting disclosures as at 31 July 2019 the increase in liability would be
£1,904,000.
The Trustees are currently still in the planning stages; however, any member who requests to transfer their benefits out of the
Scheme will have an allowance for GMP Equalisation included in this payment.

Covid statement in Trustees’ report in 2020 financial statements
As a result of the Covid pandemic, the University has followed government guidelines closed the campus for all but essential
services. Staff were asked to work remotely from 18 March 2020. Since that date the UMSS administration team, payroll and
finance have all delivered services from home.
Pensions have continued to be paid without interruption and benefits processed for leavers, retirees and deaths of members.
Communication with members has been electronic as far as possible and in paper form where members do not have any internet
access. We have seen a higher proportion of leavers over the period June – November 2020 as a result of the University’s
Voluntary Severance programme.
Trustee meetings have been held virtually. The actuarial valuation as at 31 July 2019 was a focus of activity during this Scheme year
with an emphasis on the University’s ability to support the scheme in light of the impact of Covid. The valuation was concluded in
October 2020 and the relevant statements are attached to this report.

Page 6

University of Manchester Superannuation Scheme
Report of the Trustees
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Covid statement in Trustee’s report in 2020 financial statements continued
Scheme assets are spread over various investment categories. The trustees have continued to receive regular updates on scheme
assets from their investment managers and analysis from Mercer. Markets fell in the first quarter of 2020 but have improved since
then. Some property managers declared material uncertainty in the early part of the pandemic, but the Trustees, having received
advice from their investment consultants, do not consider the market value of assets subject to this uncertainty to be material in
the context of the Scheme as a whole, as this applied to only part of the total assets. Scheme assets are valued quarterly and
before the pandemic were £682m as at 31 December 2020, with valuations since the start of the pandemic of £671m as at 31
March 2020, £748m as at 30 September 2020 and £773m as at 31 December 2020.
The University’s 2020 financial statements confirm reasonable expectation that the University has adequate resources to continue
in operational existence for the going concern period – see these statement via the link below:
Corporate documents | Governance at The University of Manchester
Post year end contributions have continued to be received by UMSS within the statutory period.
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INVESTMENT MANAGEMENT
THE FUND
The invested assets of UMSS have been managed during the year by the investment managers listed on page 3.
It is the policy of the Trustees to maximise the expected return on assets whilst not exposing the Scheme to undue risk. This policy
gives due emphasis to the spread of the Scheme's assets over various investment categories. It is the Trustees’ policy that single
investments should not represent a significant proportion of the Scheme's total assets. The Scheme's assets are invested in
accordance with the employer-related investment regulations.
The overall investment policy is determined by the Trustees after they have taken appropriate advice. Day-to-day investment
decisions are delegated to investment managers who operate within the guidelines as set out by their policy documents. The
majority of assets are held in unitised funds. Working balances and money pending investment are held in Trustees’ bank accounts
or cash vehicles with the investment managers.
LGIM manages equities, secured property and LDI on behalf of the Trustees. These assets comprised almost 60% of the Scheme's
assets as at the year-end, which is over 3% more than at the beginning of the year. Over the Scheme year the level of hedging
provided by the Scheme's LDI portfolio increased to 70% of the Technical Provisions liabilities to further stabilise the Scheme's
funding level.
In addition to the equities invested with LGIM, the Scheme has two active global sustainable equity managers, Stewart and Impax.
The Scheme currently invests in two other secured property funds (in addition to LGIM) managed by Aviva and M&G.
With regard to the Scheme's other investments, exposure to private equity is via funds managed by GSAM and Aberdeen. The
Scheme also invests in renewable energy infrastructure assets via a fund managed by BlackRock. In addition, the Scheme holds
shares in a fund managed by Morgan Stanley that invests in private debt; and a multi-asset credit fund managed by Wellington.
Moreover, the Scheme invests in eight real estate debt funds managed by five real estate debt managers. The Scheme is invested in
three funds managed by M&G, which have drawn down £24.8m in total out of a commitment of £40.0m; two funds managed by
ICG Longbow have drawn down £22.7m out of a commitment of £40.0m; the LaSalle fund has drawn down £10.8m out of a
commitment of £15.0m; the GAM fund has drawn down £10.8m out of a commitment of £15.0m; and the GS&Co fund has drawn
down $14.2m out of a commitment of $20.0m.
Lastly, UMSS Ltd has delegated power via a Board resolution to the Finance Director of The University of Manchester, to manage
those short-term cash deposits on a day-to-day basis that are not held by any of the external investment managers.
STATEMENT OF INVESTMENT PRINCIPLES
The Trustees have drawn up a Statement of Investment Principles as required by Section 35 of the Pensions Act 1995 and
subsequent legislation. The Statement is reviewed annually. A copy is on the UMSS Ltd website and available to members on
request.
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INVESTMENT MANAGEMENT - continued
The Scheme is invested in a diversified portfolio of assets. The tables below show the distribution of the invested assets as at 31
July 2020, first by manager and then by asset class.
Market Value

Market Value

Market Value

31 July 2019

31 July 2020

31 July 2020

(£000’s)

(£000’s)

(%)

LGIM (All mandates)

377,866

446,621

59.7

Aviva

17,751

18,044

2.4

GSAM, GS&Co

7,883*

5,120

0.7

Manager

Aberdeen

162*

157

0.0

Impax

,28,874

30,496

4.1

Stewart

55,249

58,318

7.8

M&G

42,834

44,501

6.0

Wellington

100,689

104,889

14.0

ICG Longbow

12,551*

16,206*

2.2

BlackRock

12,560*

8,024*

1.1

LaSalle

3,672*

2,509*

0.3

GAM

2,795*

1,416*

0.2

Morgan Stanley

8,913*

11,226*

1.5

Total
671,799
747,526
100.0
Source: Investment Managers. Figures may not sum due to rounding.
* Assets values shown as at 30 June 2020 (allowing for subsequent cashflows) due to infrequency of valuations of illiquid assets. All
foreign currencies converted to sterling as at 31 July 2019 and 31 July 2020 rates respectively.
Market Value

Market Value

Market Value

31 July 2019

31 July 2020

31 July 2020

(£000’s)

(£000’s)

(%)

Global Equities

161,885

169,989

22.7

Index-Linked Gilts

64,311

-

0.0

LDI

172,489

318,887

42.7

Multi-Asset Credit

100,689

104,889

14.0

Secured Income Property

76,086

78,090

10.4

Private Equity

6,003*

4,070*

0.5

Private Debt

8,913

11,226*

1.5

35,075*

36,867*

4.9

Cash / Money Market

33,788

15,485

2.1

Infrastructure

12,560*

8,024*

1.1

Asset Class

Real Estate Debt

Total
671,799
747,526
100.0
Source: Investment Managers. Figures may not sum due to rounding.
* Assets values shown as at 30 June 2020 (allowing for subsequent cashflows) due to infrequency of valuations of illiquid assets. All
foreign currencies converted to sterling as at 31 July 2019 and 31 July 2020 rates respectively.
As at 31 July 2020, excluding short term deposits in bank accounts, the Scheme's assets were valued at £747,526,254. Exposure to
equities was 22.7%; LDI 42.7%; multi-asset credit 14.0%, secured income property 10.4%; and cash 2.1%. The remaining 7.9% of the
portfolio is allocated to private equity, private debt, real estate debt and infrastructure.
The dealing frequency of Stewart, Impax and Wellington is daily, LGIM is priced weekly, M&G and Aviva are priced monthly. For the
illiquid funds the rest of the managers, except BlackRock, are quarterly priced, whereas BlackRock is semi-annually priced.
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INVESTMENT MANAGEMENT - continued
INVESTMENT REVIEW
Following a strong 2019, investment markets started 2020 with the worst quarter since the end of 2008, as the global economy
went through an unprecedented synchronised shutdown in light of the COVID-19 crisis. A strong rebound ensued over the second
quarter with most of the losses being largely recovered, leaving regional equity indices with mixed returns for the year to the end
of June 2020.
Over 2019, the global economy continued its expansion, led by the US which saw a tightening labour market, rising wages and
consumer confidence, fuelled by the business-friendly stance of the Trump administration even though trade tensions took some
toll on business confidence. Japan, the UK and continental Europe saw more measured growth. In the UK, the outcome of the
December 2019 election was well received by markets, though uncertainty over how Brexit proceedings will unfold still remains.
Headwinds for emerging markets began to soften from early 2019, with numerous improvements on the trade front that
culminated in the ratification of USMCA (NAFTA successor) and the phase 1 deal between the US and China that is essentially a
truce in the trade dispute between the two countries that started in early 2018.
For equity markets, the third quarter of 2019 saw a sell-off during August 2019 amid global slowdown fears as well as continued
trade tensions. Equity markets then rallied in the fourth quarter as progress on the trade front, as well as the prospect of prolonged
easy monetary conditions on a global level, lifted sentiment. Unhedged UK investors saw most of these gains offset by the strong
sterling appreciation, which accompanied the outcome of the December General Election. The COVID-19 pandemic which
originated in China in December 2019 and started to spread globally from the second half of the first quarter of 2020 prompted
governments to shut down entire countries including the US, UK and most of Europe. The abrupt halt in business activities and
collapse in corporate earnings prompted investors to flee equity markets and shift into safe haven assets, with the result being the
worst equity sell-off since 2008. Over the second quarter of 2020, much of these losses were reversed. In spite of record
downgrades of earnings forecast for the year and many companies still having their earnings guidance suspended, equity markets
rallied in anticipation of re-openings fuelling an economic recovery and ultimately a rebound in corporate earnings. Bond markets
performed well in 2019 in both US Dollar and Sterling terms amidst more dovish central bank rhetoric and a cutting cycle initiated
by the Fed that continued up to the end of the third quarter of 2019. Unprecedented monetary easing measures across the globe,
with the Bank of England cutting the benchmark rate to 0.1% on 19 March 2020 and reinitiating quantitative easing, led to a
government bond rally in the first quarter of 2020 as yields fell to the lowest level in history across the globe. Gilts continued to do
well over the second quarter as the environment remained uncertain and the Bank of England announced an expansion of
quantitative easing for this year by another £100bn. Amid the general market volatility the uncertainty about the future of RPI has
been weighing on the index linked gilt market. It is difficult to isolate the impact of the uncertainty around RPI from general market
uncertainty, such as the potential deflationary impact of COVID19 or the potentially inflationary impact of monetary easing. Over
the second quarter of the 2020, UK index-linked gilts rallied as inflation expectations rose. A consultation on the future of RPI was
launched in March and the findings of the consultation and a decision from the government are expected in due course.
In Q1 2020, the global economy entered into the most severe downturn since the Great Depression due to lockdowns imposed
amid the COVID-19 pandemic, while oil prices collapsed as a price war between Russia and Saudi Arabia escalated as global
demand collapsed simultaneously. Unprecedented monetary easing and fiscal programmes not seen since World War II cushioned
the blow somewhat. Over Q2 2020, a sharp rebound ensued with economic activity indicators for most countries increasing at an
unprecedented pace following their equally unprecedented collapse in the previous quarter.
UK Property saw moderate returns relative to other risk assets over 2019 but the market was severely impacted by the Covid-19
crisis in March 2020, with heightened market uncertainty leading to material uncertainty clauses being added to valuations at that
time. In-line with other risk assets, listed property values (REITs) experienced significant falls over the first quarter, with buildings
let to non-food retail, hotels and leisure tenants worst affected, while those with supermarket, primary healthcare and long-term
secure income proved more resilient thus far. This trend continued over the second quarter with reduced rent collection impacting
on income returns and distributable income (an estimated 70% in Q1 after 60 days vs normal levels of around 85%). Valuations
have adjusted further downwards in Q2 but the lack of market transactions has meant an elevated level of uncertainty remains,
and the full impact on real estate values will likely feed through with a considerable time lag.
Equity Markets
At a global level, developed markets as measured by the FTSE World index, returned 5.8%. Meanwhile, a return of -0.4% was
recorded by the FTSE All World Emerging Markets index.
At a regional level, European markets returned 0.5% as indicated by the FTSE World Europe ex UK index. At a country level, UK
stocks as measured by the FTSE All Share index returned -13.0%. The FTSE USA index returned 11.6% while the FTSE Japan index
returned 6.8%. The considerable underperformance of UK equities is attributed to the index’s high exposure to oil, gas and basic
materials and low exposure to technology.
Equity market total return figures are in Sterling terms over the 12-month period to 30 June 2020.
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Bonds
UK Government Bonds as measured by the FTSE Gilts All Stocks Index returned 11.2%, while long dated issues as measured by the
corresponding Over 15 Year Index had a return of 19.8% over the year due to the greater duration impact for the latter. The yield
for the FTSE Gilts All Stocks index fell over the year from 1.3% to 0.5% while the Over 15 Year index yield fell from 1.4% to 0.6%.
The FTSE All Stocks Index-Linked Gilts index returned 10.6% with the corresponding over 15-year index exhibiting a return of 15.0%.
Falling inflation expectations over the year offset falling nominal yields to an extent, cushioning the fall of real yields somewhat
which explains the underperformance of index-linked gilts relative to nominal gilts.
Corporate debt as measured by the Bank of America Merrill Lynch Sterling Non-Gilts index returned 6.5%.
Bond market total return figures are in Sterling terms over the 12-month period to 30 June 2020.
Property
Over 12-month period to 30 June 2020, the MSCI UK All Property Index returned -2.7% in Sterling terms. Of the three main sectors
of the UK Property market, two sectors recorded positive returns and one showed negative over the period (retail: -13.4%; office:
1.5%; and; industrial 3.5%). Real estate valuations turned negative in Q2 2020 as a result of economic uncertainty surrounding the
Covid-19 crisis and the direct impact of social distancing measures imposed by the government, which disproportionately affected
the retail and leisure sectors.
Currencies
Over the 12-month period to 30 June 2020, Sterling depreciated by 2.9% against the US Dollar from $1.27 to $1.24. Sterling
depreciated by 2.8% against the Yen from ¥137.12 to ¥133.30. Sterling depreciated against the Euro by 1.6% from €1.12 to €1.10
over the same period.
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INVESTMENT MANAGEMENT - continued
INVESTMENT PERFORMANCE
The Trustees review the performance of the Scheme on a quarterly basis and meets with a number of the investment managers
annually.
The Scheme's performance (net of fees) over 1, 3 and 5 years to 30 June 2020 is set out in the table below:

Total Assets

1 Year (%)

3 Years (% p.a.)

5 Years (% p.a.)

13.1

10.0

10.4

Source: Investment Managers/Mercer.
Whilst the majority of the underlying assets are freely marketable, a number of the unitised investments (private equity, private
debt and real estate debt) are not readily marketable. Individual performance figures for those mandates are not included in this
document.
LGIM manages equities, LDI and cash on behalf of the Scheme. Over the 12 months to 30 June 2020, the global equities (hedged)
fund returned 2.6%, the LDI 31.3% and the cash fund 0.5%.
The Scheme's property funds Aviva Lime, M&G Secure Property Income and LGIM LPI Property returned 5.2%, 1.1% and 5.8%
respectively over the 12 months to 30 June 2020 (all net of manager fees - source: Investment Managers / Mercer calculations).
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INVESTMENT MANAGEMENT - continued
RESPONSIBLE INVESTMENT AND CORPORATE GOVERNANCE
The Trustees believe that good stewardship and environmental, social and governance (ESG) issues may have a material impact on
investment risk and return outcomes, and that good stewardship can create and preserve value for companies and markets as a
whole.
The Trustees also considers that long-term sustainability issues, including climate change, present risks and opportunities that
increasingly require explicit considerations. The Trustees have taken into account the expected time horizon of the Scheme when
considering how to integrate these issues into the investment decision making process. For this reason the Trustees have
appointed a mix of Investment Managers that include a strong focus in these areas, including sustainably focused Investment
Managers and a passive equity Investment Manager that has a strong ESG team.
The Investment Managers provide the Trustees with regular reports covering ESG issues, and Equity managers who are FCA
registered are expected to report on their adherence to the UK Stewardship Code on an annual basis.
Due to the use of pooled investment vehicles, the Trustee accepts that the Investment Managers have full discretion when
evaluating ESG issues and in exercising rights and stewardship obligations attached to the Scheme's investments.
However, the Trustees regularly monitors and challenges how the Investment Managers integrate ESG issues within their
investment processes and uses the ESG ratings of its Investment Consultant as part of overall Investment Manager monitoring and
review. In addition, the Trustees also carry out an annual formal review, with the assistance of its Investment Consultant, of how
the appointed Investment Managers integrate ESG issues into their investment processes to assess the effectiveness of the applied
approaches.
The Trustees wish to encourage best practice in terms of activism. The Investment Managers are therefore encouraged to
discharge their responsibilities in respect of investee companies in accordance with the Statement of Principles drawn up by the
Institutional Shareholders' Committee.
The Trustees accept that by using pooled investment vehicles for its quoted equity investments, the day-to-day application of
voting rights will be carried out by the Scheme's Investment Managers. The Trustees have reviewed the voting policies of their
Investment Managers and is comfortable that the Investment Managers will exercise their voting rights with a view to promoting
strong corporate governance. The Trustees monitor voting activity to verify that the managers are actively voting in investee
companies and engaging with management to encourage strong corporate governance and responsible business behaviour.
The Trustees have not set any investment restrictions on the appointed Investment Managers in relation to particular products or
activities, but may consider this in future.

VOLUNTARY CODE OF BEST PRACTICE
The Myners principles codify best practice in investment decision-making. Whilst compliance with the principles is voluntary,
pension fund Trustees are expected to consider their applicability to their own fund and report on a 'comply or explain' basis how
they have used them.
The principles were initially published in 2001 following a Government sponsored review of institutional investment by Lord
Myners, which found shortcomings in the expertise and organisation of investment decision-making by pension fund Trustee.
In March 2008 the UK Government consulted on proposals to update the Myners principles. This led to the publication of a revised
set of six principles for Defined Benefit (DB) schemes in October 2008, together with the establishment of an Investment
Governance Group (IGG) to oversee the industry-led framework for the application of the principles.
While there are now only six DB principles, in place of the original ten, their scope is largely unchanged. The principles continue to
emphasise the essentials of investment governance, notably the importance of effective decision-making, clear investment
objectives and a focus on the nature of each scheme's liabilities. The principles also require that Trustee include a statement of the
scheme's policy on responsible ownership in the Statement of Investment Principles and report periodically to members on the
discharge of these responsibilities.
The Trustees, together with its professional advisers, periodically reviews how it stands in relation to the revised Myners principles.
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University of Manchester Superannuation Scheme
Report of the Trustees
for the Year Ended 31 July 2020

CUSTODIAL ARRANGEMENTS
The custodian is responsible for the safekeeping, monitoring and reconciliation of documentation relating to the ownership of
listed investments.
For the Scheme's pooled fund investments, the Trustees have no direct ownership of the underlying assets of the pooled funds. The
safekeeping of the assets within the pooled funds is performed by custodian banks specifically appointed to undertake this function
and whose appointment is reviewed at regular intervals by the managers. The custodians for each existing manager as at 31 July
2020 are listed below:
Manager

Custodian*

LGIM (Non-UK Assets)

Citibank

LGIM (UK Assets)

HSBC

LGIM (Sterling Liquidity)

Northern Trust

Aviva

Royal Bank of Canada

GSAM (Private Equity and Vintage VI)

State Street Bank (Depository)

GSAM (Broad Street Real Estate)

Goldman Sachs (Depository)

Impax

BNP Paribas

Stewart

Bank of New York Mellon

M&G (REDF II, REDF III and REDF VI)

Sanne (Depository)

M&G (Secured Property)

Northern Trust

Wellington

State Street Bank

ICG Longbow

Intermediate Capital Group (Depository)

BlackRock

Bank of New York Mellon (Depository)

LaSalle

-

GAM

State Street Trustee Ltd. (Depository)

Morgan Stanley
Citibank (Depository)
Source: Investment Managers.
*The depositories are acting as safe keepers for private market funds and the same has been shown in the above table, unless
shown otherwise.
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University of Manchester Superannuation Scheme
Report of the Trustees
for the Year Ended 31 July 2020

University of Manchester Superannuation Scheme – UK Pension Scheme: Annual Engagement Policy Implementation Statement
Introduction
This Annual Engagement Policy Implementation Statement (the Statement) sets out how, and the extent to which, the Engagement
Policy in the Statement of Investment Principles (‘SIP’) produced by the Trustees have been followed during the year to 31 July 2020.
This statement has been produced in accordance with The Pension Protection Fund (Pensionable Service) and Occupational Pension
Schemes (Investment and Disclosure) (Amendment and Modification) Regulations 2018 and the guidance published by the Pensions
Regulator.
Investment Objectives of the Scheme
The Trustees believe it is important to consider the policies in place in the context of the investment objectives they have set. The
objectives of the Scheme included in the SIP are as follows:
‘The Trustees’ primary objective is to invest the Scheme’s assets in the best interests of the members and beneficiaries, and in the case of
a potential conflict of interest in the sore interest of the members and beneficiaries. In addition, the Trustee has adopted a secondary
funding target to reach 100% funding on a low-risk basis by 2035.
Within this framework, the Trustees are aiming to generate an investment return, over the long term, above that of the actuarial
assumptions under which the funding plan has been agreed.’
Policy on Environment, Social & Governance (ESG) issues, Stewardship and Climate Change
In September 2019, the Trustee enhanced the Scheme’s well-established policy on ESG issues and climate change and the processes
followed by the Trustees in relation to voting rights and stewardship, and these were recorded in the SIP.
The Scheme’s SIP includes the Trustees’ policy on ESG issues, stewardship and climate change. This policy sets out the Trustees’ beliefs
on ESG and climate change and the processes followed by the Trustees in relation to voting rights and stewardship. This policy was
subsequently reviewed, after the scheme year-end, in September 2020. This statement sets out how, and the extent to which, the
Engagement Policy has been followed during the year to 31 July 2020 with respect to the SIP that was in force as at 31 July 2020.
The Trustees consider that long-term sustainability issues, including climate change, present risks and opportunities that increasingly
require explicit consideration.
Statement on ESG, Stewardship and Climate Change
Ongoing Monitoring
The Trustees regularly monitor and challenges how the Investment
Managers integrate ESG issues within their investment processes
and uses the ESG ratings of its Investment Consultant as part of
overall Investment Manager monitoring and review.
Monitoring of the existing investment managers is undertaken on
a regular basis and this makes use of the Investment Consultant’s
ESG ratings.
The Trustees also carry out an annual formal review, with the
assistance of its Investment Consultant, of how the appointed
Investment Managers integrate ESG issues into their investment
processes to assess the effectiveness of the applied approaches.

Comments
The Trustees note the policy has only been in place for a short
time, but that it has already been monitoring the Investment
Consultant’s ESG ratings and continued to do so over the Scheme
year.
The ISC receives quarterly ESG ratings from its Investment
Consultant on each investment manager. Where managers are not
highly rated from an ESG perspective the ISC can challenge
managers to encourage continued progress.
The Trustees consider the mandates in place over the year to have
been generally above average in terms of ESG integration into the
investment process. The Trustees note that in fixed income assets,
due to the nature of the asset class, it is harder to engage with the
issuer of debt and therefore a higher ESG rating is more difficult to
achieve.

The Investment Sub-Committee (ISC), a Committee of the
Trustees, met with six of its investment managers in October 2019,
where the ISC received updates from each investment manager on
integration of ESG matters. For example, the ISC discussed at
length with the Scheme’s property investment managers how the
environmental impact of buildings is measured and how the
investment managers look to reduce the environmental impact of
buildings over time.
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Statement on ESG, Stewardship and Climate Change
Voting and Engagement
The Trustees monitors voting activity to verify that the managers
are actively voting in investee companies and engaging with
management to encourage strong corporate governance and
responsible business behaviour.

UK Stewardship
Managers who are FCA registered are expected to report on their
adherence to the UK Stewardship Code on an annual basis.

Comments
As the Scheme invested solely in pooled funds over the Scheme
year, the Trustee required its investment managers to engage with
the investee companies on its behalf.
Investment managers are expected to provide reporting on a
regular basis, at least annually, including stewardship monitoring
results. These are reviewed by the Trustees (see voting activity
below).
The voting activity section provides information to show how
actively the managers have exercised their voting rights over the
Scheme year. The Trustees are comfortable with the level of voting
that has taken place during this Scheme year.
The majority of the Scheme’s managers (c.98% of assets under
management as at 31 July 2020) confirmed that they are
signatories of the current UK Stewardship Code. They also
confirmed their plan to submit the required reporting to the
Financial Reporting Council by 31 March 2021 in order to be on the
first list of signatories for the UK Stewardship Code 2020 that took
effect on 1 January 2020. ICG Longbow and LaSalle Investment
Management are not currently signatories of the UK Stewardship
Code 2020 due to the nature of their funds.

Voting Activity
The Trustees have has delegated its voting rights to the Scheme’s equity investment managers, through owning units in pooled funds.
For the purpose of this statement, the Trustees have requested that the Scheme’s investment managers report their voting behaviour
and the impact this has had on the Scheme over the year to 31 July 2020. The key voting activity by the Investment Managers on behalf
of the Trustees are summarised below.
LGIM, as a passive index tracking manager, invests in the companies that make up the relevant indices. They do not make active
decisions themselves to invest in these companies. This is shown in the higher incidence of votes against management relative to
Stewart and Impax, who make positive choices based on sustainability criteria to buy or sell stocks.
LGIM
LGIM’s Investment Stewardship team uses Institutional Shareholder Services’ ‘ProxyExchange’ electronic voting platform to
electronically vote clients’ shares. All voting decisions are made by LGIM and LGIM do not outsource any part of the strategic decisions.
LGIM ensure ISS vote in accordance with their position on ESG by enforcing a custom voting policy with specific voting instructions.
LGIM reports voting activity on a quarterly cycle. Over the 12-month period to 30 June 2020, LGIM voted on 99% of the 29,422
resolutions it was eligible to vote on. Of the resolutions it did vote on, it voted management 81% of the time. LGIM voted at least once
against management at 76% of meetings it was eligible to attend.
In determining significant votes, LGIM’s Investment Stewardship team take into account the criteria provided by the Pensions & Lifetime
Savings Association consultation (PLSA). This includes, but is not limited to; high profile votes which have such a degree of controversy
that there is high client and/ or public scrutiny, significant client interest for a vote, directly communicated by the client to the
Investment Stewardship team at LGIM’s annual Stakeholder roundtable event. Votes where LGIM note a significant increase in requests
from clients on a particular vote, sanction vote as a result of a direct or collaborative engagement and votes linked to an LGIM
engagement campaign, in line with LGIM Investment Stewardship’s 5 year ESG priority engagement themes.
Examples of significant votes cast over the year to 30 June 2020 include voting for a Barclay’s resolution, committing the company to
tackle climate change. LGIM voted against ExxonMobil on the re-election of the combined chair and CEO Darren Woods as part of LGIM’s
‘Climate Impact Pledge’ escalation sanction.
Impax
Impax use the Glass Lewis & Co. voting platform and vote reporting tool. Impax review the vote recommendations provided by Glass
Lewis & Co. but assesses every meeting and resolution individually, based on its own proprietary ESG analysis of the companies.
Ultimately, making its own voting decisions, based on its ESG and voting policies.
Over the year to 31 July 2020, 578 proposal votes were casted across underlying companies in the fund of which 565 were Management
Proposals and 13 Shareholder Proposals. Impax voted against management 29 times (5% of votes) and abstained from voting 9 times
(1.5% of votes).
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Impax view significant votes as votes that are procedural as well as material in describing a company’s financial position, corporate
governance profile or other corporate structures (whether votes are cast FOR or AGAINST management), that could have an impact on
shareholder value. Impax define votes significance instead of the size of its shareholding or the size of the portfolio position.
Examples of significant votes cast in the last 12 months include votes cast against the management of MasterCard Incorporated on the
election of Richard Haythornwaite as Impax considered him an affiliate of the Company due to the employment of his son at the
Company. They also voted against the Election of Takemitsu Takizaki at Keyence Corporation, Impax’s rationale was that Director
Takizaki is the Founder and non-executive inside honorary chair of the Company. As such he was held accountable for the lack of
incumbent or nominated female officers on the board of directors or statutory auditors which raises concern about the Company’s
policies surrounding diversity.
Stewart
Stewart use Glass Lewis & Co. as a third-party provider to assist with proxy voting operations. Stewart voting decisions are not
outsourced and advice is not sought from third-party sources. Stewart come to their own decisions independently on the merits of the
issues.
Stewart cast 560 votes across underlying companies over the year. Of these votes, 12 (2%) were against management and 3 votes were
abstained from.
Stewart consider every vote significant, and it is firm policy to vote wherever they have the power to do so. In a bid to become strategic
with some of their engagements with companies across all portfolios, Stewart identified three priority areas at the start of 2018;
remuneration, diversity and pollution. Stewart provided two examples of where these priority topics appeared in their ballot papers
during the year, along with details of how they voted.
Stewart engaged with CSL for a number of years on remuneration structure and believe overall, CSL made improvements to their
remuneration policy. However, Stewart had concerns over the remuneration proposals presented at CSL’s AGM, which resulted in
Stewart voting against their remuneration report and their equity grant if the CEO.
Stewart voted in favour of a shareholder proposal on diversity at Fortinet, as the subsequent reporting would allow shareholders to
monitor how the company is managing diversity-related issues. Stewart also believed that increased disclosure on recruitment,
retention, and promotion could be a tool to push forward on diversity across the company.

Signed on behalf of the Trustees:

...........................................................................
UMSS Limited

Date: .............................................
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Summary of Contributions Payable
During the Scheme Year Ended 31 July 2020
£
Contributions payable under the Schedule of Contributions
Employer
Normal
Deficit Funding
Additional Contributions
PensionChoice

2,741,583
6,503,210
476,021
17,668,586

Employee
Normal

513,655

Total contributions payable under the Schedule

27,903,055

Other contributions
Additional voluntary contributions

91,660

Total contributions payable to the Scheme

27,994,715

This Summary of Contributions has been prepared by, or on behalf of, and is the responsibility of the Trustees. It sets out the
employer and member contributions payable to the Scheme under the Schedule of Contributions certified by the actuary on 12
December 2018 in respect of the Scheme year ended 31 July 2020. The scheme auditor reports on contributions payable under the
Schedule in the Auditor's Statement about Contributions.
As at 31 July 2020, 91% of members used PensionChoice to fund their membership of UMSS.
In all material respects, contributions payable were paid in accordance with the Schedule of Contributions dated 31 July 2019
certified by the actuary on 12 December 2018.
Signed on behalf of the Trustees:

...........................................................................
UMSS Limited

Date: .............................................
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University of Manchester Superannuation Scheme
Trustees' Responsibilities Statement
for the Year Ended 31 July 2020
The financial statements, which are prepared in accordance with applicable law and United Kingdom Accounting Standards,
including Financial Reporting Standard 102 'The Financial Reporting Standard applicable in the UK and Republic of Ireland' (United
Kingdom Generally Accepted Accounting Practice), are the responsibility of the Trustees. Pension scheme regulations require, and
the Trustees are responsible for ensuring, that those financial statements:
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 Regulations 3 and 3A of the Occupational Pension Schemes (Requirement to obtain Audited
Accounts and a Statement from the Auditor) Regulations 1996, including making a statement whether the financial statements
have been prepared in accordance with the relevant financial reporting framework applicable to occupational pension schemes.
In discharging the above responsibilities, the Trustees are responsible for selecting suitable accounting policies, to be applied
consistently, making any estimates and judgments on a prudent and reasonable basis, and for the preparation of the financial
statements on a going concern basis unless it is inappropriate to presume that the scheme will not be wound up.
The Trustees are also responsible for making available certain other information about the scheme in the form of an annual report.
The Trustees also have a general responsibility for ensuring that adequate accounting records are kept and for taking such steps as
are reasonably open to them 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 Trustees are responsible under pensions legislation for preparing, maintaining and from time to time revising 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 Trustees are also responsible for
keeping records in respect of contributions received in respect of any active member of the scheme and for adopting risk-based
processes to monitor whether contributions are made to the scheme by the employer in accordance with the schedule of
contributions. Where breaches of the schedule occur, the Trustees are required by the Pensions Acts 1995 and 2004 to consider
making reports to The Pensions Regulator and the members.
The Trustees are responsible for the maintenance and integrity of the financial information of the Scheme included on the
Scheme’s website. Legislation in the United Kingdom governing the preparation and dissemination of the financial statements may
differ from legislation in other jurisdictions.
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Report of the Independent Auditor to the Trustees of
University of Manchester Superannuation Scheme
Opinion
We have audited the financial statements of the University of Manchester Superannuation Scheme (the ‘scheme’) for the year
ended 31 July 2020, which comprise the fund account, the statement of net assets (available for benefits) and notes to the financial
statements, including a summary of significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and United Kingdom Accounting Standards, including Financial Reporting Standard 102 ‘The Financial
Reporting Standard applicable in the UK and Republic of Ireland’ (United Kingdom Generally Accepted Accounting Practice).
In our opinion, the financial statements:

show a true and fair view of the financial transactions of the scheme during the year ended 31 July 2020, and of the
amount and disposition at that date of its assets and liabilities, other than liabilities to pay pensions and benefits after the
end of the year;

have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

contain the information specified in Regulations 3 and 3A of the Occupational Pension Schemes (Requirement to obtain
Audited Accounts and a Statement from the Auditor) Regulations 1996, made under the Pensions Act 1995.
Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law. Our
responsibilities under those standards are further described in the ‘Auditor’s responsibilities for the audit of the financial
statements’ section of our report. We are independent of the scheme in accordance with the ethical requirements that are
relevant to our audit of the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.
The impact of macro-economic uncertainties on our audit
Our audit of the financial statements requires us to obtain an understanding of all relevant uncertainties, including those arising as
a consequence of the effects of macro-economic uncertainties such as Covid-19 and Brexit. All audits assess and challenge the
reasonableness of estimates made by the Trustee and the related disclosures and the appropriateness of the going concern basis of
preparation of the financial statements. All of these depend on assessments of the future economic environment.
Covid-19 and Brexit are amongst the most significant economic events currently faced by the UK, and at the date of this report
their effects are subject to unprecedented levels of uncertainty, with the full range of possible outcomes and their impacts
unknown. We applied a standardised firm-wide approach in response to these uncertainties. However, no audit should be expected
to predict the unknowable factors or all possible future implications for a scheme associated with these particular events
Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report to you where:

the Trustees’ use of the going concern basis of accounting in the preparation of the financial statements is not
appropriate; or

the Trustees have not disclosed in the financial statements any identified material uncertainties that may cast significant
doubt about the scheme’s ability to continue to adopt the going concern basis of accounting for a period of at least
twelve months from the date when the financial statements are authorised for issue.
In our evaluation of the Trustees’ conclusions, we considered the risks associated with the Scheme’s operating model, including
effects arising from macro-economic uncertainties such as Covid-19 and Brexit, and analysed how those risks might affect the
Scheme’s financial resources or ability to continue operations over the period of at least twelve months from the date when the
financial statements are authorised for issue. In accordance with the above, we have nothing to report in these respects.
However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that are
inconsistent with judgements that were reasonable at the time they were made, the absence of reference to a material uncertainty
in this auditor's report is not a guarantee that the Scheme will continue in operation.
Emphasis of matter – property valuation
We draw attention to Note 2 and Note 11 to the financial statements which describes the basis for the year end valuation of
investments. The pooled property fund held with Aviva is valued by an expert appointed by the individual investment manager.
The expert’s valuation of £18,034,731 in the financial statements as at 31 July 2020 included a ‘material valuation uncertainty’ as
per VPS 3 and VPGA 10 of the RICS Red Book Global. Consequently, less certainty and a higher degree of caution should be
attached to management’s valuation than would normally be the case.
Our opinion is not modified in respect of this matter.
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Other information
The Trustees are responsible for the other information. The other information comprises the information included in the annual
report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial statements does not
cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express any form of
assurance conclusion thereon.
In connection with our audit of the financial statements, our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the financial statements or our knowledge obtained in the
audit or otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether there is a material misstatement in the financial statements or a material
misstatement of the other information. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.
We have nothing to report in this regard.
Responsibilities of Trustees for the financial statements
As explained more fully in the Trustees' responsibilities statement set out on page 18, the Trustees are responsible for the preparation of
financial statements which show a true and fair view, and for such internal control as the Trustees determine is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or error.
In preparing the financial statements, the Trustees are responsible for assessing the Scheme’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going concern basis of accounting unless the Trustees either
intend to wind up the scheme, or have no realistic alternative but to do so.
Auditors' responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion. Reasonable assurance is a
high level of assurance, but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of these financial
statements.
A further description of our responsibilities for the audit of the financial statements is located on the Financial Reporting Council’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditor’s report.
Use of our report
This report is made solely to the Trustees, as a body, in accordance with the Pensions Act 1995 and Regulations made thereunder.
Our audit work has been undertaken so that we might state to the Trustees those matters we are required to state to them in an
auditor's report and for no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Trustees as a body, for our audit work, for this report, or for the opinions we have formed.

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Manchester

Date: .............................................
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Independent Auditor’s Statement about Contributions to the Trustees of
University of Manchester Superannuation Scheme
We have examined the summary of contributions to the University of Manchester Superannuation Scheme (the ‘Scheme’) for the
Scheme year ended 31 July 2020 which is set out in the Trustees’ report on page 17.
In our opinion, contributions for the Scheme year ended 31 July 2020 as reported in the summary of contributions and payable
under the schedule of contributions have in all material respects been paid at least in accordance with the schedule of
contributions certified by the scheme actuary on 12 December 2018.
Scope of work on statement about contributions
Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions reported in the summary of
contributions have in all material respects been paid at least in accordance with the schedule of contributions. This includes an
examination, on a test basis, of evidence relevant to the amounts of contributions payable to the scheme and the timing of those
payments under the schedule of contributions.
Respective responsibilities of Trustees and auditor
As explained more fully in the Trustees' Responsibilities Statement set out on page 18, the Trustees are responsible for preparing,
and from time to time reviewing and if necessary revising, a schedule of contributions and for monitoring whether contributions
are made to the scheme by the employer in accordance with the schedule of contributions.
It is our responsibility to provide a statement about contributions paid under the schedule of contributions and to report our
opinion to you.
Use of our statement
This statement is made solely to the Trustees, as a body, in accordance with the Pensions Act 1995 and Regulations made
thereunder. Our work has been undertaken so that we might state to the Trustees those matters we are required to state to them
in an auditor’s statement about contributions and for no other purpose. To the fullest extent permitted by law, we do not accept
or assume responsibility to anyone other than the Trustees as a body, for our work, for this statement, or for the opinions we have
formed.

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
Manchester

Date: ............................................
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University of Manchester Superannuation Scheme
Fund Account
for the Year Ended 31 July 2020

Notes
CONTRIBUTIONS AND BENEFITS
Employer contributions
Employee contributions

2020
£

2019
£

27,389,400
605,315

27,681,439
768,157

Total contributions

3

27,994,715

28,449,596

Other income

4

415,550

311,460

28,410,265

28,761,056

(18,218,554)
(962,153)
(294,073)
(1,979,419)

(15,882,950)
(1,764,867)
(391,557)
(1,056,446)

(21,454,199)

(19,095,820)

6,956,066

9,665,236

6,835,452
62,501,239
(885,253)

6,634,261
65,701,675
(1,351,785)

Net returns on investments

68,451,438

70,984,151

NET INCREASE IN THE FUND DURING THE YEAR

75,339,080

80,649,387

NET ASSETS OF THE SCHEME
AT 1 AUGUST 2019

689,638,450

608,989,063

AT 31 JULY 2020

765,045,954

689,638,450

Benefits paid or payable
Payments to and on account of leavers
Other payments
Administrative expenses

5
6
7
8

Net additions from, dealings with members

RETURNS ON INVESTMENTS
Investment income
Change in market value of investments
Investment management expenses

9
11
10
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University of Manchester Superannuation Scheme
Statement of Net Assets Available for Benefits
31 July 2020

INVESTMENT ASSETS
Pooled investment vehicles
Cash
Other investment balances

2020
£

Notes
11
13

2019
£

747,554,263
5,051,370
242,999

671,799,062
9,336,791
242,357

752,848,632

681,378,210

Current assets

16

14,045,646

9,617,234

Current liabilities

17

(1,848,324)

(1,356,994)

765,045,954

689,638,450

NET ASSETS OF THE SCHEME AT 31 JULY 2020

The financial statements summarise the transactions of the scheme and deal with the net assets at the disposal of the Trustees.
They do not take account of obligations to pay pensions and benefits which fall due after the end of the scheme year. The actuarial
position of the scheme, which does take account of such obligations, is dealt with in the Report on Actuarial Liabilities on page 37
and these financial statements should be read in conjunction with that Report.
These financial statements were approved by the Trustees and authorised for issue on .............................................
Signed on behalf of the Trustees:

...........................................................................
UMSS Limited
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University of Manchester Superannuation Scheme
Notes to the Financial Statements
for the Year Ended 31 July 2020
1.

IDENTIFICATION OF THE FINANCIAL STATEMENTS
The Scheme is established as a trust under English law. The address for enquiries to the Scheme can be found on the
General Information page.

2.

ACCOUNTING POLICIES
Basis of preparing the financial statements
The financial statements have been prepared in accordance with the Occupational Pension Schemes (Requirement to
Obtain Audited Accounts and a Statement from the Auditor) Regulations 1996 Financial Reporting Standard 102 "The
Financial Reporting Standard applicable in the UK and Republic of Ireland" and with the guidelines set out in the Statement
of Recommended Practice (SORP), Financial Reports of Pension Schemes (revised 2018).
Going Concern
The financial statements are prepared on a going concern basis. The Trustees have a reasonable expectation that the
Scheme has adequate resources to continue in operational existence for the foreseeable future.
Pensions have continued to be paid without interruption and benefits processed for leavers, retirees and deaths of
members. Communication with members has been electronic as far as possible and in paper form where members do not
have any internet access. We have seen a higher proportion of leavers over the period June – November 2020 as a result of
the University’s Voluntary Severance programme.
The actuarial valuation as at 31 July 2019 was a focus of activity during this Scheme year with an emphasis on the
University’s ability to support the scheme in light of the impact of Covid. The valuation was concluded in October 2020 and
the relevant statements are attached to this report.
Some property managers declared material uncertainty in the early part of the pandemic, but the Trustees, having received
advice from their investment consultants, do not consider the market value of assets subject to this uncertainty to be
material in the context of the Scheme as a whole, as this applied to only part of the total assets. All material uncertainty
have since been lifted.
The majority of the underlying assets are freely marketable and are held at fair value, therefore no additional impairment
provision is required as a consequence of the Covid-19 pandemic. As noted in the Report of the Trustees, an elevated level
of uncertainty remains within investment property valuations due to the pandemic, but the Trustees do not consider the
impact of this uncertainty to be material.
The University’s 2020 financial statements confirm reasonable expectation that the University has adequate resources to
continue in operational existence for the going concern period.
Changes in accounting policies
Following the 2017 triennial review of FRS 102, the scheme has prepared its financial statements in accordance with the
revised provisions of FRS 102 and the 2018 edition of the SORP. This is updated from the previous 2015 version and
adopted for the first time in the financial year ended 31 July 2020. This has not given rise to any changes in accounting
policies.
Contributions
Employee contributions, including AVCs, are accounted for by the Trustees when they are deducted from pay by the
Employer, except for the first contribution due where the employee has been auto-enrolled by the Employer, in which case
it is accounted for when received by the scheme.
Employer normal contributions that are expressed as a rate of salary are accounted for on the same basis as employee
contributions, in accordance with the Schedule of Contributions in force during the year.
Employer deficit funding contributions are accounted for on the due dates on which they are payable under the Schedule
of Contributions or on receipt if earlier with the agreement of the Employer and the Trustees.
Payments to members
Pensions in payment are accounted for in the period to which they relate.
Benefits are accounted for in the period in which the member notifies the Trustees of his decision on the type or amount of
benefit to be taken or, if there is no member choice, they are accounted for on the date of retirement or leaving.
Opt-outs are accounted for when the Scheme is notified of the opt-out.
Individual transfers in and out of the Scheme are accounted for when member liability is accepted or discharged which is
normally when the transfer amount is received or paid.
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2.

ACCOUNTING POLICIES – continued
Expenses
Administrative and Investment management expenses are accounted for on an accruals basis.
Investment income
Income from pooled investment vehicles which is reinvested is accounted for when declared by the fund manager.
Income from pooled investment vehicles which is received as a cash receipt is accounted for when declared by the fund
manager.
Change in market value of investments
The change in market value of investments during the year comprises all increases and decreases in the market value of
investments held at any time during the year, including profits and losses realised on sales of investments during the year.
Investments
i. Investments are included at market value at the latest available date.
ii The majority of listed investments are stated at the bid market price or the last trade price, depending on the convention
of the stock exchange on which they are quoted, at the date of the net assets statement.
iii. Unitised Pooled Investment Vehicles have been valued at the latest available bid price or single price provided by the
pooled investment manager. Shares in other pooled arrangements have been valued at the latest available net asset value
(NAV), determined in accordance with fair value principles provided by the pooled investment manager.
iv. The following investments have an valuation date of 30 June 2020 ICG Longbow Real Estate Investment III & V, Blackrock
NTR Renewable Power Fund LP, North Haven Credit Partners II Offshore Feeder, La Salle Real Estate Strategies II, Renshaw
Bay Real Estate Finance Fund, M&G Real Estate II, III, VI, Goldman Sachs Vintage Fund VI & Private Equity and Goldman
Sachs Broad Street Real Estate (31 March 2020). These are the most available data at year end and any transactions after
these dates have been included in the valuation of the assets.
Included in Pooled Investment Vehicles is an investment of £18,043,731 in the Aviva Lime Property Fund. This pooled fund
has been valued by an expert appointed by the individual investment manager. The expert’s valuations included a ‘material
valuation uncertainty’ as per VPS 3 and VPGA 10 of the RICS Red Book Global. Consequently, less certainty and a higher
degree of caution should be attached to management’s valuation than would normally be the case.
Foreign currencies
Balances denominated in foreign currencies are translated at the rate ruling at the net assets statement date. Transactions
denominated in foreign currencies are translated at the rate ruling at the date of the transaction.
Differences arising on translation in respect of investments are accounted for in the change in market value of investments
during the year.

3.

CONTRIBUTIONS

Employer contributions
Normal
Deficit Funding
Additional Contributions
PensionChoice

Employee contributions
Normal
Additional voluntary contributions

Total contributions
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2020
£

2019
£

2,741,583
6,503,210
476,021
17,668,586

3,004,035
6,327,000
18,350,404

27,389,400

27,681,439

513,655
91,660

700,836
67,321

605,315

768,157

27,994,715

28,449,596

University of Manchester Superannuation Scheme
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3.

CONTRIBUTIONS – continued
PensionChoice contributions are made under the salary exchange arrangement introduced on 1 June 2009. Further details
are provided on pages 6 & 12 of this Annual Report.
The Recovery Plan agreed at the 31 July 2016 actuarial valuation and agreed under the Schedule of Contributions signed 12
December 2018, increased the amount of deficit contributions as follows £6.0 million per annum payable quarterly in arrears by each 31 October, 31 January, 30 April, 31 July, from 1 August 2017
to 31 January 2035. These contributions will increase each 1 August in line with the latest annual change in the April Retail
Prices Index (RPI) (with the first increase on 1 August 2018).
Deficit Funding breakdown
The University of Manchester
Graduate Prospects

2020
£
6,393,210
110,000

2019
£
6,207,000
120,000

6,503,210

6,327,000

During the year ended 31 July 2020, due to a company restructure, two participating employers in UMSS (HECSU and
Graduate Prospects) exited the scheme. The University of Manchester agreed to take over pension liabilities via a Flexible
Apportionment Arrangement.
4.

OTHER INCOME
2020
£
415,550

Claims on term insurance policies

Page 27

2019
£
311,460
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5.

BENEFITS PAID OR PAYABLE

Pensions
Lump sum death benefits
Lump sums on retirement

2020
£
12,343,266
424,824
5,450,465

2019
£
11,943,139
314,245
3,625,566

18,218,554

15,882,950

Lump sums on retirement also includes payments of £215,165 (2019: £57,666) for trivial commutations.
At the year end, there was £749,936 retirement lump sums due in respect of members due to retire during the year whom
did not sign their option forms until post year end. As such, no accrual has been made in the financial statements.
6.

PAYMENTS TO AND ON ACCOUNT OF LEAVERS

Refunds of contributions in respect of non-vested leavers
Individual transfers out to other schemes
Income tax on refunds to members

2020
£
41,146
915,615
5,392

2019
£
71,914
1,678,095
14,858

962,153

1,764,867

Individual transfers out to other schemes also includes a receipt of £187,297 due to benefits being returned to the Scheme
the receipt was originally paid out of the Scheme in the prior year.
7.

OTHER PAYMENTS

Premiums on term insurance policies
State scheme premiums

8.

2019
£
387,820
3,737

294,073

391,557

2020
£
185,042
219,210
21,450
11,003
292,297
60,473
2,086
717,057
32,042
24,000
225
107,436
303,027
4,071

2019
£
183,574
200,231
21,420
41,178
392,695
90,792
2,033
658,087
43,123
15,323
323
145,532
(739,470)
1,605

ADMINISTRATIVE EXPENSES

Administration and processing
Actuarial fee
Audit fee
Legal fees
Investment consultancy fees
Computer costs
PLSA subscriptions
PPF levy
Pensions Regulator Levy
Covenant Services
Bank charges
Communication consultancy
Currency (Gain)/Losses
Miscellaneous

9.

2020
£
294,073
-

1,979,419

1,056,446

2020
£
6,820,873
14,579

2019
£
6,585,680
48,581

6,835,452

6,634,261

INVESTMENT INCOME

Income from pooled investment vehicles
Interest on cash deposits
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10.

INVESTMENT MANAGEMENT EXPENSES
2020
£
885,253

Administration, management and custody

11.

2019
£
1,351,785

RECONCILIATION OF INVESTMENTS
Purchases
at cost
£
565,090,124

Sales
proceeds
£
(551,836,162)

Change in
market
value
£
62,501,239

Pooled investment vehicles

Value at
1/8/19
£
671,799,062

Value at
31/7/20
£
747,554,263

Cash
Other investment balances

9,336,791
242,357

5,051,370
242,999

681,378,210

752,848,632

Included in Pooled Investment Vehicles is an investment of £18,403,731 in the Aviva Lime Property Fund. This pooled fund
has been valued by an expert appointed by the individual investment manager. The expert’s valuation included a ‘material
valuation uncertainty’ as per VPS 3 and VPGA 10 of the RICS Red Book Global. Consequently, less certainty and a higher
degree of caution should be attached to management’s valuation than would normally be the case.
At the year end, all assets held are readily marketable aside from the Aviva Lime Property fund which was gated at the year
end due to the impact of Covid-19, meaning that purchases and sales were temporarily suspended, (restriction lifted on 9
September 2020), the Morgan Stanley Credit Partners Fund and ICG Longbow III & V which is a closed end fund, the
Schroder Private Equity Fund which is in liquidation, and Renshaw Bay Real Estate Finance Fund due a to limitation of the
Fund in place when purchased.
12.

TRANSACTION COSTS
Indirect transaction costs are borne by the Scheme in relation to the transactions in pooled investment vehicles. However,
such costs are taken into account in calculating the bid/offer price spread of these investments and are not therefore
separately identifiable. The transaction costs for the prior year have not been disclosed as they are not readily available.
There are no direct costs attributed to the fund.

13.

POOLED INVESTMENT VEHICLES

Global Equity
LDI
Index-Linked Gilts
Multi-Asset Credit
Secured Income Property
Private Equity
Private Debt
Real Estate Debt
Cash/Money Market
Infrastructure

14.

2020
£
169,988,791
318,886,814
104,888,755
78,090,095
4,073,858
11,251,316
36,867,220
15,485,126
8,022,288

2019
£
161,885,407
172,489,286
64,311,032
100,688,617
76,086,092
6,002,693
8,913,023
35,074,824
33,788,126
12,559,962

747,554,263

671,799,062

FAIR VALUE HIERARCHY
The fair value of financial instruments has been disclosed using the following fair value hierarchy:
Level 1
Level 2
Level 3

The unadjusted quote price in an active market for identical assets or liabilities that the entity can
access at the measurement date.
Inputs other than quoted prices included with Level 1 that are observable (i.e. developed using
market data) for the asset or liability, either directly or indirectly.
Inputs are unobservable (i.e. for which market data is unavailable) for the asset or liability.
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14.

FAIR VALUE HIERARCHY - continued
The Scheme's investment assets have been fair valued using the above hierarchy levels as follows:
31 July 2020

Pooled investment vehicles
Cash
Other investment balances

Pooled investment vehicles
Cash
Other investment balances

Level 1
£
5,051,370
242,999

Level 2
£
669,801,603
-

Level 3
£
77,752,660
-

Total
£
747,554,263
5,051,370
242,999

5,294,369

669,801,603

77,752,660

752,848,632

Level 1
£
9,336,791
242,357

31 July 2019
Restated
Level 2
Level 3
£
£
591,497,556
80,301,506
-

Total
£
671,799,062
9,336,791
242,357

9,579,148

591,497,556

681,378,210

80,301,506

The restatement the pooled investment vehicles in the year ended 31 July 2019 relates to pooled funds being
identified as level 3 assets.
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15.

INVESTMENT RISK DISCLOSURES
Financial Reporting Standard ("FRS") 102 requires the disclosure of information in relation to certain investment risks to
which the University of Manchester Superannuation Scheme ("UMSS" or "the Scheme") is exposed to at the end of the
reporting period. These risks are set out by FRS 102 as follows:
Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.
Market risk: this is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market prices. Market risk comprises four types of risk: currency risk, interest rate risk. Inflation rate risk and
other price risk, each of which is further detailed as follows:
- Currency risk: this is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in foreign exchange rates.
- Interest rate risk: this is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates.
- Inflation rate risk: this is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in actual or expected levels of inflation.
- Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of changes
in market prices (other than those arising from interest rate risk, inflation rate risk or currency risk), whether those changes
are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial
instruments traded in the market.
UMSS Limited ("the Trustees") has produced a Statement of Investment Principles ("SIP") in accordance with Section 35 of
the Pensions Act 1995. A copy of the SIP can be downloaded from www.umss.co.uk and is available on request. A key
objective of the Trustee is to invest the Scheme's assets such that members' benefits under the Scheme are met as they fall
due. To achieve this in a risk controlled way, the Scheme's investments are diversified, both by type of investment
(equities, bonds, property etc), geography and by exposure to different investment management firms.
The Scheme has exposure to the above risks because of the investments it makes to implement its investment strategy.
The Trustee manages its investment risks taking into account the Scheme's strategic investment objectives. The investment
objectives and risk limits are in line with the investment managers' respective policy documents and monitored by the
Trustee by regular reviews of the investment portfolios.
Further information on the Trustee's approach to risk management, credit and market risk is set out below. This does not
include the legacy insurance policies as these are not considered significant in relation to the overall investments of the
Scheme.
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15.

INVESTMENT RISK DISCLOSURES - continued
Investment strategy
The Scheme's invested assets as at 31 July 2020 and 31 July 2019 are detailed in the table below.
Market Value
Asset Class
31 July 2020
(£m)
Equities
182.1

Market Value
31 July 2019
(£m)
180.4

Global Equities

170.0

Private Equity

4.1*

6.0

8.0*

12.5

231.1

220.8

Infrastructure
Growth Fixed Income Assets

161.9

Secured Income Property

78.1

76.1

Multi-Asset Credit

104.9

100.7

Secured Loans and Private Debt

11.2*

8.9

Real Estate Debt

36.9*

35.1

Matching Assets

334.4

270.6

Index-Linked Gilts

-

64.3

Liability Driven Investments (LDI)

318.9

172.5

Cash/Money Market

15.5

33.8

747.5
671.8
Total
Source: Investment Managers. Figures may not sum due to rounding.
* Assets values shown as at 30 June 2020 (allowing for subsequent cashflows) due to infrequency of valuations of illiquid
assets. All foreign currencies converted to sterling as at 31 July 2019 and 31 July 2020 rates respectively.
Investment Strategy
The Scheme's investment strategy (the targeted proportions of the Scheme to be invested across the principal market
sectors of equities, bonds etc.) is agreed by the Trustee after taking appropriate advice, and is set with the aim of meeting
the Scheme's investment objectives.
The Trustees’ objective is to invest the Scheme's assets in the best interests of the members and beneficiaries, and in the
case of a potential conflict of interest in the sole interest of the members and beneficiaries. In addition, the Trustee has
adopted a secondary funding target to reach 100% funding on a low-risk basis by 2035.
Within this framework, the Trustees are aiming to generate an investment return, over the long term, above that of the
actuarial assumptions under which the funding plan has been agreed.
Subject to complying with the agreed strategy, the day-to-day management of the Scheme's assets is delegated by the
Trustees to professional investment managers.
Given the investment objectives, the Trustee has agreed to implement an investment strategy that allocates around 25% to
Equities, 35% to Growth Fixed Income Assets and 40% to Matching Assets as detailed in the table below.
Target Allocation
Normal Ranges
Asset Class
%
%
Equities
25
20 – 30
Growth Fixed Income
Assets

35

25 – 45

Matching Assets

40

35 – 45

Total

100

Equities (or growth assets) are assets that generate expected returns above risk free rates through holding shares in listed
and unlisted companies. These included public and private equities, and infrastructure, at year end.
Growth Fixed Income Assets (or cashflow generative assets) are those that typically generate cashflows, some of which are
inflation-linked, similar to the Scheme's liabilities, but also offer a yield above gilts. These include private debt, loans, real
estate debt, and secured income property.
Matching Assets (or defensive assets) are those that share some characteristics with the liabilities. These included indexlinked gilts, liability driven investments (LDI) and cash, at year end.
Page 32

University of Manchester Superannuation Scheme
Notes to the Financial Statements
for the Year Ended 31 July 2020
15.

INVESTMENT RISK DISCLOSURES - continued
Credit risk
The Scheme is subject to credit risk arising from investments in pooled investment vehicles such as open-ended investment
companies, close-ended investment companies and unit-linked insurance contracts. As a result, the Scheme is directly
exposed to credit risk in relation to these pooled investment vehicles and also via the Trustee bank account balances held
with NatWest. Additionally, the Scheme is also indirectly exposed to credit risks arising from some financial instruments
held within pooled investment vehicles managed by the Investment Managers.
Direct Credit Risk
Direct credit risk arising from pooled investment vehicles is mitigated by the underlying assets of the pooled arrangements
being ring-fenced from the pooled manager, the regulatory environments in which the pooled managers operate and
diversification of investments amongst a number of pooled arrangements.
The Scheme's holdings in pooled investment vehicles are not rated by credit rating agencies. The Trustee manages and
monitors the credit risk arising from its pooled investment arrangements by considering the nature of the arrangement,
the legal structure and regulatory environment. In regards to the direct credit risk arising from the Trustee cash account
balances held with NatWest (part of Royal Bank of Scotland Group), Royal Bank of Scotland has an investment grade credit
rating and risk is further mitigated by capital requirements and the Prudential Regulatory Authority's regulatory oversight.
The Trustees carry out due diligence checks on the appointment of any new pooled investment managers and monitors
any changes to the regulatory and operating environment of the pooled managers.
Indirect Credit Risk
Indirect credit risk arises in relation to underlying investments held in pooled investment vehicles, which invest in a variety
of debt related instruments including Liability Driven Investments, multi-asset credit, private debt and real estate debt.
Within the Growth Fixed Income portfolio, the Trustees invest in pooled funds, which hold credit related instruments with
a view to adding value and indirect credit risk is mitigated through diversification of underlying security, investment
manager and credit issuer to minimise the impact of default by any one issuer. Within the Matching portfolio, credit risk is
reduced by investing in government bonds, where the credit risk is minimal, and through the use of collateral
arrangements for non-physical exposures.
As at 31 July 2020, these mandates represented 63.1% (2019: 56.8%) of the total pooled fund portfolio.
Currency risk
The Scheme is subject to currency risk because some of the Scheme's investments are denominated in overseas currencies
via pooled investment vehicles. The Trustee operates a policy of hedging a portion of non-sterling currency exposure as
appropriate, where it is possible to do so and where this risk is judged to be material. Currency hedging is carried out via
pooled investment vehicles and the management of currency risk is delegated to the appointed managers and is managed
within each manager's overall risk framework.
The Scheme is exposed to currency risk via its investment in pooled investment vehicles which invest in global equity,
private equity, infrastructure, multi-asset credit, private debt and real estate debt funds with underlying investments
denominated in foreign currencies.
The Scheme hedges roughly half of the currency risk present in its allocation to global equity. The multi-asset credit
allocation is also currency hedged. Currency risk remains unhedged on other asset class exposures.
As at 31 July 2020, 44.8% (2019: 48.4%) of the total pooled fund portfolio had exposure to currency risk. However, roughly
half of the global equity exposure as well as the multi-asset credit exposure are hedged back to sterling, and so the net
currency exposure is 11.9% (2019: 12.5%).
The Scheme is also exposed to currency risk via its USD cash holdings.
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INVESTMENT RISK DISCLOSURES - continued
Interest rate risk
The Scheme is subject to interest rate risk because some of the Scheme's investments are sensitive to changes in interest
rates.
The Trustees have set a benchmark of 35% of the total investment portfolio for growth fixed income assets, which
comprise of higher yielding assets (such as secured income property, multi-asset credit, private debt and real estate debt)
and a benchmark of 40% for matching assets which comprises LDI and cash. All of these assets are sensitive to changes in
interest rates to some degree. As at 31 July 2020, the Scheme's matching assets hedge ratio was 70% of the Scheme's
liability against movements in interest rates when measured on the Scheme's Technical Provisions basis.
For each of the above named investments, if interest rates fall, the value of investments will rise, similarly, if interest rates
rise, the above named investments will fall in value. As at 30 June 2020, the Trustees expect the Matching portfolio to
capture 70.0% (2019: 58.8%) of the change in actuarial liability value due to interest rate movements.
The Trustees employ the LDI manager's Enhanced Service whereby the manager monitors the level of assets available
within the LDI portfolio for use as collateral and operates a framework to ensure that if gilt yields rise then additional cash
can be provided in a timely manner, should it be required.
As at 31 July 2020, growth fixed income assets represented 30.9% (2019: 32.9%) and matching assets represented 44.7%
(2019: 40.3%) of the total investment portfolio respectively.
Other price risk
Other price risk arises principally in relation to the Scheme's global equity, private equity, infrastructure, real estate debt,
private debt, secured income property and multi-asset credit, held through underlying investments in pooled investment
vehicles.
The Scheme manages this exposure to overall price movements by constructing a diverse portfolio of investments across
various markets.
As at 31 July 2020, these assets represented 55.3% (2019: 37.9%) of the pooled fund portfolio. The below table represents
price risk at each asset class:
Risk Exposure
Risk Exposure
Asset Class
31 July 2019
31 July 2020
(£m)
(£m)
Global Equities

161.9

170.0

Private Equity

6.0

4.1

Infrastructure

12.5

8.0

Private Debt

8.9

11.2

Real Estate Debt

35.1

36.9

Multi Asset Credit

100.7

104.9

Secured Income Property

76.1

78.1

401.2

413.2

Total
Source: Investment Managers

Inflation rate risk
The Scheme is subject to inflation rate risk because some of the Scheme's investments are sensitive to changes in actual or
expected future inflation rates.
The LDI and the secured income property portfolios are exposed to inflation risk. If actual or expected future inflation
increase, the value of the LDI portfolio will rise to help match the increase in actuarial liabilities arising from the increase.
Similarly, if actual or expected future inflation expectations fall, these assets will fall in value, as will the actuarial liabilities.
As at 31 July 2020 the Scheme's matching assets hedge ratio was 70% of the Scheme's liability against movements in
inflation when measured on the Scheme's Technical Provisions basis.
As at 31 July 2020, secured income property represented 10.4% (2019: 11.3%) and LDI assets represented 42.7% (2019:
25.7%) of the total pooled fund portfolio respectively.
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16.

CURRENT ASSETS

Contributions due - employer
Contributions due - employee
Contributions due - Pension Choice
Contributions due - AVC's
Contributions due – deficit
Prepayments
Cash balances

2020
£
114,483
37,535
1,408,491
7,569
20,000
19,309
12,438,259

2019
£
136,308
44,659
1,482,367
7,051
20,000
19,928
7,906,921

14,045,646

9,617,234

All contributions receivable at the year-end were paid at least in accordance with the Schedule of Contributions.
17.

CURRENT LIABILITIES

Unpaid benefits
Accrued expenses
Sundry creditors

2020
£
1,727,529
119,266
1,529

2019
£
1,014,911
339,658
2,425

1,848,324

1,356,994

At the year end, there was £749,936 retirement lump sums due in respect of members due to retire during the year whom
did not sign their option forms until post year end. As such, no accrual has been made in the financial statements.
18.

RELATED PARTY DISCLOSURES
The University of Manchester (the sponsoring employer) pays the pensions on behalf of the Scheme. These are recharged
to the Scheme. The outstanding amount payable by the Scheme for the year ended was £0 (2019: £1,015m)
The University also charges an administration fee which represents that portion of staff costs relating to the administration
of the Scheme. The charge for the year ended 31 July 2020 was £177,885 (2019: £183,574).
The following directors of UMSS Limited are members of UMSS. These members are entitled to receive benefits on the
same basis as all other members: Mr W Allan (resigned 17 November 2020), Mr H Peters, Mr K McDermott, Ms T Kaar and
Mr P Leigh (resigned 20 October 2019).
The following directors of UMSS Limited are pensioners of UMSS. These pensioners are entitled to receive benefits on the
same basis as all other pensioners: Mr W Allan (resigned 17 November 2020).
The following directors of UMSS Limited are in receipt of an Honoraria in respect of their work as Chair of UMSS: Mr J
Ferns. The charge for the year ended 31 July 2020 was £25,000 (2019: £25,000)

19.

CONTINGENT LIABILITY
GMP EQUALISATION IMPACT
The estimated GMP equalisation impact for the Scheme is an increase of 0.2% of the total value of the Scheme Funding
triennial valuation liabilities as at 31 July 2019. The typical range of impacts vary between around 0.2% and 0.3% of the
total value of scheme liabilities, based on the initial analysis carried out.
Please note that based on the liabilities calculated for the accounting disclosures as at 31 July 2019 the increase in liability
would be £1,904,000. Formal calculations have not been carried out as yet and as such no accrual has been included.
The trustees are currently still in the planning stages; however, any member who requests to transfer their benefits out of
the Scheme will have an allowance for GMP Equalisation included in this payment.”
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20.

CAPITAL COMMITMENTS
At the year end, the Scheme had the following outstanding capital commitments to purchase investments.
Investment Manager

2020
£
1,133,433
4,185,191
5,918,695
4,417,937
15,000,000
16,635,010
4,251,302
3,947,783
55,489,351

BlackRock Investment Management
GAM (U.K) Ltd
Goldman Sachs Asset Management L.P
Goldman Sachs & Co.
ICG – Longbow
M&G Investment Management Ltd
LaSalle
Morgan Stanley Investment Management
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2019
£
1,223,216
4,185,191
6,378,142
4,767,894
18,750,000
20,312,878
4,251,302
6,897,674
66,766,296
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The Trustee’s sole funding objective is the statutory funding objective. The statutory funding objective is defined in Section 222 of
the Pensions Act 2004 and states that a scheme must have sufficient and appropriate assets to cover its technical provisions.
The technical provisions are an estimate, made using actuarial principles, of the assets needed at any particular time to make
provision for benefits already accrued under the scheme. These include pensions in payment (including those payable to survivors
of former members) and benefits accrued by members which will become payable in the future.
The most recent full actuarial valuation of the scheme was carried out on 31 July 2019. This showed that on that date:
The value of the technical provisions was: £823,000,000.
The value of the assets at that date was: £689,600,000.
This corresponds to a deficit of £133,400,000 and a funding level of 84%
The value of the technical provisions is based on pensionable service to the valuation date and assumptions about various factors
that will influence the scheme in the future, such as the levels of investment returns and pay increases, when members will retire
and how long members will live.
The method and significant actuarial assumptions used to determine the technical provisions are as follows (all assumptions
adopted are set out in the appendix to the statement of funding principles:
Method
The actuarial method to be used in the calculation of the technical provisions is the Projected Unit Method with a one year control
period.
Significant actuarial assumptions
Note, the "gilt yield" referenced in the discount rate assumptions below refers to the annualised yield on the FTSE Actuaries'
Government Securities 20 Year Fixed Interest Yield Index rounded to the nearer 0.1% per annum.
Past service discount interest rate: set by reference to the gilt yield plus 1.4% per annum decreasing linearly to the gilt yield plus
1.0% per annum over 20 years.
Future service discount interest rate: set by reference to the gilt yield at the valuation date plus 1.5% per annum.
Future Retail Price inflation (RPI): calculated using the Bank of England's implied inflation spot curve at a term of 20 years, rounded
to the nearer 0.1% per annum, less a deduction of 0.1% per annum to reflect the "inflation risk premium" for fixed interest gilts and
the high demand/low supply of index-linked gilts relative to fixed interest gilts.
Future Consumer Price inflation (CPI): calculated from the assumption for RPI less an adjustment equal to 1.0% per annum.
Deferred pension revaluation: elements of pension in deferment which have future revaluation in line with RPI subject to a
maximum of 5% per annum will be calculated as revaluing at the assumed rate of RPI inflation, subject to a minimum assumption of
0% per annum and a maximum assumption of 5% per annum.
Elements of pension in deferment which have future revaluation in line with CPI subject to a maximum of 5% per annum will be
calculated as revaluing at the assumed rate of CPI inflation, subject to a minimum assumption of 0% per annum and a maximum
assumption of 5% per annum.
Pension increases: elements of members' pensions which increase in payment in line with RPI subject to a maximum of 5% per
annum will be taken to increase at the assumed rate of RPI growth, subject to a minimum assumption of 0% per annum and a
maximum assumption of 5% per annum.
Pensions, which increase in payment in line with CPI subject to a maximum of 5% per annum, will be taken to increase at the
assumed rate of CPI growth, subject to a minimum assumption of 0% per annum and a maximum assumption of 5% per annum.
Pensions, which increase in payment in line with CPI subject to a maximum of 3% per annum, will be taken to increase at the
assumed rate of CPI growth, subject to a minimum assumption of 0% per annum and a maximum assumption of 3% per annum.
Pay increases: the rate of pensionable salary increase (inclusive of promotional increases) will be calculated in line with the RPI
assumption plus 0.8% per annum.
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Mortality: no allowance will be made for pre retirement mortality.
The basis adopted for the valuation was:
Base mortality table: 100% of the mortality rates in 2018 Vita Curves for males and 2018 Vita Curves for females, projected to the
valuation date in line with the approach below.
Allowance for future improvements: CMI core projection model with a 1.5% per annum long term projected rate of improvement
and a smoothing parameter (Sk) of [7.5] (2018 Vita Curves), using a year of birth approach.
The 2018 Vita Curves identify a mortality assumption for each member which reflects his or her individual mortality characteristics.
Withdrawals: allowance will be made for members leaving the scheme.
Ill health early retirements: allowance will be made for active members to retire early from the scheme due to ill health.
GMP Equalisation: Please note that based on the liabilities calculated for the accounting disclosures as at 31 July 2019 the increase
in liability would be £1,904,000.
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