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About the OPA
1.
The Occupational Pensioners’ Alliance (OPA) comprises members from 36 occupational pensioner organisations nationwide and represents the interests of over 50 pension schemes with over two million members.
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Introduction

3.
The issue of surpluses has caused much debate, anger and concern amongst members of pension schemes.  In the latter half of the 20th Century many schemes had substantial surpluses and many companies enjoyed contribution holidays.  In general, members received little or no improvements in their benefits, often attributed to the inability to improve benefits under the then Inland Revenue Rules.  
4.
The surpluses were declared following actuarial valuations based on assumptions which have since proved to be inadequate, particularly concerning longevity.  Had the actuaries recommended changes to longevity assumptions earlier, these surpluses would have been reduced and employer contributions would have been maintained.  As a result the large deficits being declared now would probably be significantly smaller. 
5.
We accept that the recent dramatic falls in equity values will have had a major impact on scheme valuations.

6.
OPA members are also concerned that very many pension schemes still have a majority of company appointed trustees, including the Chairman.  Because of this, the OPA is concerned that decisions on return of surplus will always be made to favour the employer.  Also the surplus can be affected by the Trustees’ decisions on the assumptions made for actuarial valuations.
7.
It is clear that “surpluses” are volatile and are extremely sensitive to the assumptions used by the Actuaries and agreed by the Trustees, particularly on longevity and discount rates.  The OPA therefore urge the Government not to move from the current position of “full buy out” valuation before any return of surplus is allowed.
8.
The need for regulation is not to make it easier for a sponsor to take "surplus".  It should be in the direction of making it harder for the sponsor to pay in less, when there is no "surplus".
Comments on the Options
OPTION 1 – Clarification of the members’ interest requirement
9.
OPA believe there is no need to clarify “members interests” in section 37.  Scheme advisors should be informing the Trustees on this issue.

OPTION 2 – Sharing payments between employers and scheme members  
10.
OPA would resist a legal requirement to share payments between employers and scheme members, since there could also be a strong argument to share deficits amongst employers and scheme members.

OPTION 3 – Lowering the full-buy-out threshold
11.
In such volatile times, any weakening of member protection should be resisted at all costs.  The “full buy out” is a fair test.

OPTION 4 – Lower threshold for open schemes only
12.
OPA believe that this option is unworkable and would not persuade an employer to maintain a Defined Benefit scheme which is currently in deficit.  The scheme would be closed no matter what the level of the thresholds.
OPTION 5 – Encouraging trustees and employers to agree in advance
13.
No matter what decision is taken the Trustees have to agree that repayment can be made.  The OPA are against this Option under present law since there is still a majority of company appointed Trustees on many schemes and often no independent Chair.  Members would therefore always be concerned that the Company’s views will always hold sway.
14.
Furthermore, there is no cause to put trustees in the position of having to agree to actions that are not in the member's interests since sponsors already have strong (and often unilateral) powers to reduce funding levels.   Sponsors can take contribution holidays and they can use DB funds to pay the contributions they would otherwise need to make to their DC section, if the latter is part of the same fund.  These powers can rapidly lower the funding of the scheme

OPTION 6 – Schemes which do not provide for payments to the employer
15.
Acceptance of this Option would set a dangerous precedent.  The Scheme Rules are there to protect the interest of members and to allow a Rule to be ignored to allow payment to the employer of a surplus is unacceptable.

OPTION 7 –Market solutions
16.
The current crisis in the financial markets should send a large warning signal to Trustees to beware of investing in esoteric financial instruments.  What matters is that there is complete transparency as to how the fund assets are invested and a thorough understanding of the associated risk.  Using such vehicles blurs the risk associated with the fund and should be avoided.
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