
InterContinental Hotels UK Pension Plan

Room for you

I’m pleased to welcome you to our latest Pension Newsletter
which has a new format, aiming to provide important and helpful
information for you as a DC Section member.

Included in this newsletter are a reminder of your investment
options and a summary of the Trustee’s Annual Report for the
year to 31 March 2010, as it related to DC Section members. A full
copy of the Annual Report and Accounts is available on request
from the Company Management Team or can be viewed or
downloaded from the IHG pensions website at 
www.pensions.ichotelsgroup.com

Member survey
You will find a short survey enclosed with this newsletter. The
purpose of the survey is to help us develop a communication
programme to meet the pension and investment educational
needs of Plan members. Please answer all the questions, giving
your reasons where requested. Even a partially completed survey
with a few ‘Don’t Knows’ would be helpful. We would very much
like to hear your views so please return your completed survey in
the enclosed freepost envelope as soon as you can. 

Changes to the Trustee Board
The Trustee Board is made up of nine Directors: three 
nominated by the Company, three Independent Directors 
and three nominated and selected from the Plan’s membership.
Since the September 2009 newsletter, Sean Harrison, Vice
President, Human Resources, Global Finance, HR & Corporate
Services, has been appointed to fill the vacant Employer
Nominated Trustee Director position. 

David Coles
Vice President Pensions 

March 2011

Pension Newsletter – Defined Contribution (DC) Section

Room to be yourself
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Estimated pension
at retirement

Target level of pension

Gap

You could consider
paying AVCs 

Planning for your retirement
As a member of the DC Section of the Plan you have your own pension account into which both you
and the Company contribute. When you retire, the value of your pension account will be used to
buy a pension from an insurance company (known as an ‘annuity’). You will also have the option to
take up to 25% of the value of your account as a tax-free lump sum. You own the pension account,
decide how much to contribute and decide how your funds are invested from the choices made
available to you by the Trustee. You bear the full risk of the investment. As part of your retirement
planning, it is important to recognise that the earlier you start saving for your retirement, the easier
it will be to reach your target retirement income. This is because the level of contributions required
now will be less than if you wait until later and try to achieve the same end result.  

How much will you need to build up to provide the income you want in retirement? 
As a guide, the current annuity rate is approximately 6.6% for a 65-year-old man taking a single life, non-increasing pension. So, for example, an
account value of £100,000 would provide a pension of approximately £6,600 a year (using market rates at December 2010). This pension would
be paid out for as long as you live. There are many different types of annuities available, for example annuities that increase in line with
inflation, annuities that provide an income for your spouse and annuities that are guaranteed to be paid for a minimum period. However, these
types of annuities will reduce the amount of pension you will receive.

Using the above example, if this member wanted an income of £20,000 a year in retirement, he would need to build up an account of
approximately £300,000. If he wanted that income to be inflation-linked, then he would need to aim for an account of approximately £420,000.

It is impossible to guarantee in advance any particular level of pension from a defined contribution scheme. This is because the value of your
account at retirement will depend on how you contribute, how your investments perform and annuity rates at retirement (i.e. the cost of buying
pensions) which fluctuate in line with interest rate changes. 

Tools to help you plan for retirement
Various tools are available to help you decide how much you need to contribute to your account now in order to reach the income you want in
retirement.

The benefit statement you receive each year provides a guide to what your projected pension at retirement might be. This is designed to give
you an idea of how much you could expect to receive at your Normal Retirement Age in today’s prices, if the rate of contributions being paid
into your account at the date of the statement continues until your Normal Retirement Age, based on defined assumptions about your
account’s future investment returns, inflation and interest rates. The pension you actually receive will depend on:

• the actual growth in your investments;

• the age at which you retire;

• the amount of contributions paid in future;

• the actual cost of buying your pension at retirement; and

• the type of pension you choose (e.g. whether or not inflation protection or a spouse’s pension is included). 

You should use your benefit statement to help you identify if there is a gap between the pension you might get and the level of pension you
want. If there is a gap, you may wish to consider increasing your Core Contribution to the maximum of 5% (if you are not already at this level)
which will be matched by the Company or, if you are paying the maximum Core Contribution, you could consider paying Additional Voluntary
Contributions (AVCs) – see ‘Boost your retirement savings’ opposite. 

‘...it is important to
recognise that the earlier
you start saving for your
retirement, the easier 
it will be to reach your
target retirement income.’
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Boost your retirement savings
Remember, you can give your savings a 
boost by paying Additional Voluntary
Contributions (AVCs) at any time. These are
optional and provide a tax-efficient way of
increasing your retirement savings. If you 
are interested in paying AVCs, you should
contact dc-Link for further information.

It is very important to regularly monitor your contributions to the Plan to help you achieve your target pension at retirement, as any
projections you receive from dc-Link will be based on various financial assumptions (including investment returns, inflation and the
cost of buying an annuity), all of which may vary significantly and are unlikely to be borne out in reality. The table below aims to
illustrate this point based on the following assumptions:

• A member starts contributing to the Plan at age 40 with a current annual salary of £40,000;  

• The pension figures are shown in today’s prices and have been adjusted to take account of future inflation by assuming that future
salary increases in line with inflation of 2.5% a year; 

• The pension is payable for life (and guaranteed to be paid for at least five years); 

• The pension includes an attaching spouse’s pension of 50% of the member’s pension; 

• The member’s and spouse’s pension will increase in line with price inflation; and

• The total contribution rate and investment return remain at the specified levels between age 40 and retirement at age 65.

Approximate annual pension at age 65 based on the following investment returns:

Total contributions as 
% of salary

4% a year 5% a year 6% a year 7% a year 8% a year

10% £3,900 £5,000 £6,300 £8,000 £10,100

15% £5,900 £7,500 £9,500 £12,000 £15,100

20% £7,900 £10,000 £12,700 £16,000 £20,200

25% £9,800 £12,500 £15,800 £20,000 £25,200

30% £11,800 £15,000 £19,000 £24,000 £30,300

Jane
IHG, UK

So you will see, for example, that the pension based on 4% a year investment returns is
less than half of the pension based on 7% a year investment returns.

In the next few months, dc-Link will be launching an online pension modeller that you
will be able to access through the IHG pensions website. The modeller has been designed
to help you understand how changing your contribution rate and expected retirement
date could affect the pension you receive at retirement. It will use the same assumptions
used in the Statutory Money Purchase Illustration that you receive each year with 
your annual benefit statement. Further details will be communicated to you nearer the
release date.  
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Recap of your investment options: 
LifeStyle and FreeStyle
If my account is invested in LifeStyle, how does this work?
LifeStyle is an account with a balance of investments that changes over the years to help protect the cash available to you at retirement.
The contributions paid into your account are invested automatically for you so you do not have to make any investment decisions.

If you look at the last 40 years (being the average working career for someone in the UK), equities (stocks and shares) have returned over
2.5 times more than investments in cash. The problem with investing in equities is that when markets go down they can fall quickly and
substantially. This can represent a significant risk for Plan members who might need to ‘cash in’ their pension investments in the near
future. It is important to note however that whilst cash is regarded as the safest investment option over the short term, an investment in
cash over the long term has limited potential for capital appreciation. In fact a long-term investor in cash is at substantial risk of the real
value of their pension being significantly eroded by the effects of inflation. 

Unfortunately, there is no perfect investment vehicle offering short-term price stability and high long-term returns in excess of inflation.
Historical studies do however repeatedly show that as an investor’s time horizon increases, it becomes more and more likely that equity
investments will provide a higher return than an investment in cash or government bonds. To take advantage of this trait of long-term
capital market behaviour, you could consider investing in equities for the long term and switching to bonds and cash as you approach
your Normal Retirement Age. The Plan’s LifeStyle option does this for you automatically. 

With the LifeStyle option, your account is invested in equities until 15 years before your chosen retirement date. The investments are then
switched automatically into a less volatile diversified fund (mixed assets) over a five-year period and remain invested there for a further
five years. Over the final five years to your retirement, the investments are then switched gradually into gilts (Government bonds) and the
cash fund to ‘lock in’ any gains you have made and protect the value of your account as you approach retirement.    

The following chart illustrates how the automatic switches work:
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LifeStyle investment pattern

LifeStyle is geared to a retirement age of 60 for Executive Section members and 65 for Staff Section members. This means that unless you
tell dc-Link otherwise, they will automatically begin to switch your investments as described above from age 45 if you are an Executive
Section member and age 50 if you are a Staff Section member. If you intend to retire early or want your investments to move to more
cautious funds earlier or later than they normally would, you need to contact dc-Link to make the change to your account.

Just before your investments are due to be switched for the first time (15 years from your selected retirement age) dc-Link will write to you
and remind you. If you do not want the automatic switches to happen, you can at this point change your retirement age or even your
investment style to ‘FreeStyle’. FreeStyle would enable you to invest as you wish in the full range of funds on offer. 

You can call the dc-Link Helpline on 01733 353 418 or access your account online to make any changes to your investment choices
and/or selected retirement age at any time.

50/50 global equity
index fund: equities are
stocks and shares and
this fund invests about
50% in UK equities and
50% in overseas
equities (split between
geographical regions in
fixed percentages).

Diversified growth fund: invests in a variety of
assets with the aim of achieving a return of cash
interest plus 3.5% a year over three-year periods.

Long-gilt fund: gilt-
edged securities
(known as gilts) are
borrowings by the
UK Government.
This fund invests
mainly in long-dated
government bonds.

Cash fund

LifeStyle



If my account is invested in FreeStyle, how does this work? 
With FreeStyle you choose how your account is invested from the DC Choice fund range which 
is detailed in the ‘Your Fund Options’ document enclosed with your Member Booklet.

Your account will be invested in the fund(s) you have chosen and will remain like this unless 
you choose to switch into a different fund. You can switch your funds at any time by contacting
dc-Link, or via your online account.

You need to be comfortable with the level of risk associated with the fund(s) you have
chosen. To help you understand the risks involved, each of the funds have been given a risk
rating of low, medium to low, medium, medium to high or high. If you would like to know
more about each of the funds, including their risk profile, you should refer to the ‘Your
Fund Options’ document.

Fact sheets containing performance data of all available funds can be obtained from 
dc-Link or via the online facility at www.pensions.ichotelsgroup.com

What charges do I pay for the administration and
investment of my account?
The administration costs of maintaining and investing your account are all paid on your
behalf whilst you are employed by the Company and are a member of DC Choice. This is 
a valuable feature of your membership of the Plan.

An Annual Management Charge (or AMC) will become payable if you leave the company
or opt out of DC Choice.

What if I pay Additional Voluntary Contributions (AVCs)?

If you pay AVCs to DC Choice, the AMC is also payable by you in respect of any AVCs 
over and above the maximum Core Contribution of 5% of your Plan Pay.

The actual AMC payable depends on the funds you have chosen and ranges from
between 0.15% and 1.0% (15p to £1 of every £100 invested).

For specific details please refer to the ‘Your Fund Options’ document enclosed with 
your Member Booklet.

I’m worried about losing my savings in a falling financial
market – what can I do?
Making regular contributions has been shown over time to be statistically a much more
reliable and less risky approach to funding your pension account. There are two reasons for
this. The first is that nobody can time their purchases perfectly and it is best to save on a
regular basis so that you are continually increasing the assets in your account and giving
them the opportunity to grow. The second is the effect known as ‘Pound cost averaging’. This
simply says that markets rise and fall, but if the market falls by 10% you buy more units of a
stock with your money than the reduction in the number of units you can buy if it rises by
10%. While there is no guarantee how your investments will perform in the long run, this
approach offers regular savers a statistical advantage, especially in the earlier years of
membership when there is time for future market rises as well as falls. The message is 
to start early, to save regularly and to save as much as you can.
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How do I access my account online and what can I see and do?
You can manage your pension online with dc-Link, which means you can check your account balance, manage your contributions and keep 
a close eye on your investments all from your computer.

To access your account you first of all need
to visit www.pensions.ichotelsgroup.com1

To access your account you need to enter your surname, account
number (which will be on any documentation you have received from
dc-Link) and a password of your choice. 

The first time you log in you will be prompted to give the Helpline a call
as you will need to answer some security questions before your account
is activated. Once your account has been activated you will be able to use
your details to access your account 24/7.

If you prefer not to use the online facilities, dc-Link will in any case send
you a benefit statement each year showing you how much you have
saved and estimating how much income you may receive in retirement. 

2

3 4

Click on the ‘UK pension plan’ link

Click on ‘Money Purchase/Defined
Contribution (DC)’

Finally, click ‘DC Choice “dc-link” website’

5 You have now entered the dc-Link website
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Financials
The information on this page provides a summary of the Plan’s accounts for the DC Section for the
year ended 31 March 2010.

Membership
The bar chart below shows the membership details at 31 March 2010 and 2009:

                                                                                                                           £000

Value of the Fund at 31 March 2009                                             6,091

Income                                                                                                                      

Member contributions                                                                               1,008
Company contributions*                                                                          1,463
Other income                                                                                                      96
Return on investments                                                                              3,018
Total                                                                                                             5,585
                                                                                                                                      
Expenditure                                                                                                         

Lump sum retirement benefits                                                                  159
Refunds of contributions                                                                                22
Transfer values paid                                                                                       191
Total                                                                                                                    372

Value of the Fund at 31 March 2010                                          11,304*

2009

2010

Deferred

Active

127

110

331

292

Value of the Fund

*Includes contributions receivable by the Plan at 31 March 2010 of
£246,000. The value of actual contributions received and invested at
this date was £11,058,000. 

Investment split
The number of members who invested in the FreeStyle and
LifeStyle investment options and the market value invested
in both at 31 March 2010 are shown in the table below: 

Members Value of investments (£000)

FreeStyle 73 2,191

LifeStyle 385 8,867

Total 458 11,058

2009

2010
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Have you visited the pensions website? 

In the pensions area of the IHG website, you’ll find lots of useful
information about the Plan, including downloadable
handbooks, forms, newsletters and the full Trustee’s Report and
Accounts. There are also links to the Plan’s investment
manager’s (BlackRock’s) website for IHG, and other useful
pension-related websites. Why not visit the site to see for
yourself? You can find the website at:

www.pensions.ichotelsgroup.com

Please help us to keep in touch with you by notifying dc-Link of any change to your home address. This is
especially important for deferred members as we lose touch with a number of these members each year.

dc-Link
Churchgate
1 New Road
Peterborough 
PE1 1TT 

DC Choice Helpline: 01733 353418 

Email: pensionsadmin@dc-link.co.uk

Contact details

Company Management Team

The following individuals make up the Company Management
Team, which is responsible for managing the outsourced
administration and assisting the Trustee Directors with 
their duties.

David Coles† - VP Pensions 

Rob Watson - Secretary to the Trustee 

Keith Sully - Director, Pension Administration & Policy 

Jerry Sykes - VP Benefits Plan Investments

Jane Young - Trust Accountant

Angela Schofield - Secretary and Administrator

† Contact for Internal Dispute Resolution Procedures.

You can contact the Company Management Team at: 

No.1 First Avenue, Centrum 100, 
Burton-on-Trent, Staffordshire DE14 2WB 

Tel: 01283 511311 

Email: enquiries.pensions@ihg.com

Trustee Directors 
The following individuals make up the Board of Trustee Directors,
who are responsible for the day-to-day running of the Plan and the
membership as a whole.

Three Independent

Sam Dow (Chairman)

Anthony Stern

Nita Tinn

* Sean Harrison was appointed to the vacant Employer Nominated
Trustee Director position in October 2009.

Three Member Nominated

Terry Critchley (elected from active membership)

Lewis Howes (selected from deferred/pensioner membership)

Paul Phillips (elected from active membership)

Three Employer Nominated

Sean Harrison*

Jerry Sykes

Ralph Wheeler
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