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About you

What is your name?

Name:

Peter Austin

What is your email address?

Email:

peter.w.austin@btinternet.com

Are you answering on behalf of

■An organisation (in an official capacity)

If you are answering on behalf of an organisation or a scheme, please state the name:

Occupational Pensioners Alliance

Which of the following best describes you?

Representative body

Representative Bodies

Who are you responding on behalf of?

Please specify:

Occupational Pensioners Alliance

Useful Information

Funding and Investment - Valuation Measures and Cycles

Related Information

Question 1  Are the current valuation measures the right ones for the purposes for which they areused?

Yes

Please feel free to add further comments:

I am reporting on behalf of 25 separate Occupational pensioner associations and to the best of their knowledge they are not aware of any problems with regard to

current valuation measures used in their Defined Benefit Open or Closed Pension Funds. Every Association has also been encouraged to submit its own

Response where its individual circumstances require specific attention or other issues need to be covered.

1(a)  Are the flexibilities in setting the Statutory Funding Objective discount rate being used appropriately?

Yes

Please provide your thoughts in the comments box:

As their Defined Benefit Pension Schemes are Mature ones and well funded and to the best of their knowledge any flexibilities have been used competently.

1(b)  Should we consider shorter valuation cycles for high risk schemes, and longer cycles for those that present a lower risk?

Yes

Please feel free to add further comments:

Clearly the funding problems and deficit issues which have arisen in a number of recent cases in which TPR and Pensions Regulator have had to intervene such

as BHS, Bernard Matthews suggest shorter valuation cycles and funding plans could have led to a better and quicker solution and provided more effective

protection for pensioners and employees.

There is already a requirement with most well-established schemes to have a Tri-Annual Valuation and in certain cases an Annual Interim one. With most

Schemes this will normally be considered sufficient and cost effective



1(b.1)  What should constitute a high or low risk?

Please provide your thoughts:

High Risk: Where evidence is provided that more emphasis and higher priority is and has been given to shareholder dividends as in BHS case but coupled also

with the obvious failure to retain funds in the business for investment and renewal as well as avoiding any significant pension deficit reduction over a short period.

The views of some members indicated that 15 months can be too long as a valuation period because in certain markets and industrial sectors the information can

become historical very quickly. Also the considered view with some larger schemes is that the strength of the Employer Covenant with a regular Assessment

Process as well as PPF Levy Assessment should also provide sufficient protection

1(b.2)  Should a risk based reporting and monitoring regime be considered?

Yes

Please feel free to add further comments:

Some of our Members indicated that Risk generally increases when the circumstances of the sponsoring employer change e.g. change of ownership or by merger

or take-over and therefore a shorter term should be used. In certain cases 15 months could be seen to be too long.

1(c)  Should the time available to complete valuations be reduced from 15 months?

Yes

Please feel free to provide further comments:

Fifteen Months could be seen to be too long in certain cases however not less than six months could be required and may still be appropriate. This is to ensure

that there is fuller disclosure of any material changes in trading and financial matters especially with Private and Public Listed Companies or other Organisations

which may be Public Agencies and former Government trading agencies or Local Government.

1(c.1)  What would be an appropriate length of time to allow?

6 - 12 months

Please feel free to add any other comments:

We think consideration should be given to this shorter period due to the serious circumstances and significant market and financial changes which have been

mentioned previously and in cases where pre-pack administration before Insolvency is being sought.

1(d)  Should other measures or valuation approaches, for example stochastic modelling, be mandated or encouraged?

Unsure

Please provide your thoughts in the comments box:

This group of members did not feel they had sufficient experience and Technical expertise to provide an helpful response.

Funding and Investment - Industry and Government Communications

Question 2  Do members need to understand the funding position of their scheme?

Yes

Please feel free to add any further comments:

It is very important that all members retired and active are kept full informed in clear and easily understandably manner every year and not necessarily historically.

The quantity and quality of information and facts does vary widely so more progress needs to be made by setting standards which will give more confidence to

Pensioners in particular.

Q2(a)  Should schemes do more to keep their members informed about the funding position of their schemes?

Yes

Please feel free to add further comments:

With the larger schemes this is not a problem usually but smaller or even medium sized schemes can be remiss and there is no obvious competition. With

Pensions Insurance Corporation we are led to believe there is a much higher standard of communication and presentation and welcome for Pensioners at key

events during the year.

Q2(b)  Do we need Government communications to provide information to the wider public and media about the degree of certainty and

risk in the regime?

Yes

If you would like to add further thoughts, please consider what difference Government communications could make: 

Yes the Government and Professional Media should do more to counter and correct the inaccurate and biased Media messages and slogans put out by certain 

Newspapers. Admittedly it is not necessarily its responsibility as they are a large number of private schemes however some are former Government Trading 

Agencies such as Munition Factories now owned by BAE which maintains and support pension schemes but they have extremely low pension payments due to



mainly being female workers, part-time, and on low wages originally and employment tenure. Average pension paid is actually lower than the State Pension level.

Funding and Investment - Investment Strategies

Question 3  Is there any evidence to support the view that current investment choices may be sub-optimal?

Unsure

Please feel free to add any further comments:

Difficult to make an helpful comment in a volatile global climate when decisions tend to avoid high risk choices and go for investment in low and safe returns in

Government Bonds etc.

Q3(a)  Do trustees/funds have adequate and sufficient investment options on offer in the market?

Unsure

Please feel free to add further comments:

Mixed views on this subject as knowledge of actual choices available to Trustees are not always known and not declared. Options do exist such as Infrastructure

vehicles which very Large Funds do invest in such as Local Authority Pooled Investment and also where Canadian Pension Schemes invest in UK infrastructure

e.g. Ontario Teachers Pension Scheme.

Q3(a.1)  Is there anything Government could do to address any issues?

Yes

Please feel free to add further comments:

Government develop Longer term Investment Schemes and Incentives to fund Major Capital Projects such as Transport and Port facilities

Q3(b)  Do members need to understand the investment decisions that are being made?

Yes

Please feel free to add any further comments:

Absolutely and preferably consulted beforehand as to a change in policy thinking and implementation. A broad understanding and if necessary more detail.

Q3(c)  Would it be appropriate for the Regulator to take a lead in influencing or determining an acceptable overall level of risk for a scheme

in a more open and transparent way?

Unsure

Please feel free to add further comments:

Mixed views. However it is also necessary to record that Pensioners in recent crucial Takeovers have not been allowed to be involved or participated in the use of

RAA process where the TPR has intervened because they were not recognised legally as an interested party even though there had been Court action at an

earlier stage. Trustees have also appeared to hide behind the Regulator's judgement in recent cases and only provide minimal communication with members and

avoid any risk.

Q3(d)  Would asset pooling or scheme consolidation help schemes to access better investment opportunities?

Yes

Please feel free to add further comments:

Consideration should be given to inviting smaller schemes to join a Pooled Scheme under a Master Trust or a Special Fund set up by Government to meet this

objective. Any stressed schemes could also entertained thereby reducing the burden on PPF resources so they can concentrate on the larger and more flexible

investments/assets with greater opportunities for improving liquidity and returns.

Q3(e)  Is regulation (including liability measurement requirements) incentivising overly risk-averse behaviours/decisions that result in

sub-optimal investment strategies?

Unsure

Please feel free to add any further comments:

Not sufficiently briefed to give an intelligent answer

Q3(f)  Are you aware of evidence of herding or poor advice from the intermediaries and advisors?

Unsure

Please feel free to add further comments:

We are not aware of any specific cases or incidents



Q3(g)  Are measures needed to improve trustee decision making: skills such as enhanced training, more Regulator guidance, or the

professionalisation of trustees?

Yes

Please feel free to add further comments:

We believe this is needed and ongoing but also should include nominated Trustees which as a key Trustee group is in decline due to the collapse of Industrial

organisations in UK and Europe. Enhanced Training should include content relating to the recent pension cases like BHS, Bernard Matthews and use of RAA

procedures.

Employer Contributions and Affordability

Question 4  Is there a case for making special arrangements for schemes and sponsors in certain circumstances such as a different

regime for employers who can afford to pay more, and/or new or enhanced flexibilities for stressed sponsors and schemes?

Unsure

Please feel free to add further comments:

Needs more clarification and explanation

Q4(a)  Do you have any evidence that Deficit Repair Contributions are currently unaffordable?

Unsure

Please feel free to add further comments:

No specific experience of this problem area but clearly the length of period of repayment extending to over 20 years is unacceptable and not credible. If the

Financial Management of the Organisation has allowed this to happen then one would question the real motives and commercial viability.

Q4(b)  Should we consider measures to encourage employers who have significant resources as well as significant DB deficits to repair

those deficits more quickly?

Yes

Please feel free to add any further comments:

Yes measures should be applied to sponsoring employers which clearly have significant funds and resources to ensure the Deficit is repaid over a shorter period

say 5 Years and is given higher priority in Financial Plans of the organisation and agreed with Shareholders.

Q4(c)  If measures are needed for stressed sponsors and schemes, how could “stressed” be defined?

Please feel free to add your thoughts:

General Principles should be created and more specific criteria applied so that individual cases can be tested and scrutinised fairly and transparently. This should

be applied by TPR in its Assessment of the organisation and communicated as being within a range of performance expected to be achieved in order to provide a

more balanced approach

Q4(d)  Are there any circumstances where stressed employers should be able to separate from their schemes without having to

demonstrate that they are likely to become insolvent in the near future?

No

Please feel free to add further comments:

The Halcrow case did lead to a dispute between senior retired members from the Scheme and the new Employer and although the intervention by the Regulator

did lead to a financial solution the use of the RAA procedure was open to serious criticism because it did not allow or recognise pensioners to take part in the final

consultation/negotiations as they were not declared to be interested parties and were told so.

Q4(e)  How would it be possible to avoid the moral hazard of employers manipulating such a system in order to off load their DB liabilities?

Please feel free to add further comments:

Difficult but certainly needs to considered as pensioners and staff need to be protected

Q4(e.1)  Would some sort of 'quid pro quo' be appropriate to ensure the scheme is not disadvantaged relative to other creditors of the

employer/stakeholders?

Yes

Please feel free to add any further comments:

Q4(f)  Are there any circumstances where employers should be able to renegotiate DB pensions and reduce accrued benefits?

No



Please feel free to add any further comments:

Q4(g)  Is there any evidence to suggest that there is an affordability crisis that would warrant permitting schemes to reduce indexation to

the statutory minimum?

Not Answered

Please feel free to add further comments:

Q4(h)  Should the Government consider a statutory over-ride to allow schemes to move to a different index, provided that protection

against inflation is maintained?

No

Please feel free to add further comments:

This would be unacceptable legally and politically

Q4(h.1)  Should this also be for revaluation as well as indexation?

No

Please feel free to add further comments:

Q4(i)  Should the Government consider allowing schemes to suspend indexation in some circumstances?

No

Please feel free to add any further comments:

Breach of Contact and Human Rights and not clarified as to why and for How Long.

Q4(j)  How would you prevent a sponsoring employer from only funding a scheme to a lower level in order to take advantage of such an

easement?

Please provide your thoughts:

Not Clear as to Why? to enable a helpful reply

Q4(k)  Should Government consider allowing or requiring longer, deferred or back loaded recovery plans?

Unsure

Please feel free to add any further comments:

Surely this is already what the Pensions Regulator undertakes and practises and if Insolvency occurs then the PPF takes over or other Insurers

Q4(k.1)  Should other changes be considered, such as the valuation method of Technical Provisions?

Unsure

Please provide further comments:

Not technically competent to judge on this suggestion

Q4(l)  Should it be easier to take small pots as a lump sum through trivial commutation?

Yes

Please feel free to add further comments:

Recent Legislation should allow for this as long as it is at a minimal and reasonable level.

Member Protection

Question 5  Do members need further protection, and should this be delivered by a stronger and more proactive Regulator, and/or trustees

with enhanced powers?

Yes

Please feel free to add further comments:

Recent cases have demonstrated that protection has been breached and the TPR and PPF together with the Financial Conduct Authority do need their Powers

strengthened and penalties enhanced and to enforce redress and actions more quickly

Q5(a)  Would greater clarity over the requirement for scheme funding be helpful to members and to sponsors?

Yes



Please feel free to add any further comments:

Yes both in Legislation and through Guidance as well.

Q5(b)  Is it possible to design a system of compulsory proactive clearance by the Regulator of certain corporate transactions, without

significant detriment to legitimate business activity?

Yes

Please feel free to add further comments:

Clearly this has to be balanced and now after 12 years experience the TPR and PPF should now be able to make competent jugdements on how this can be

implemented or indeed seek Advice how this can be arranged.

Q5(c)  Should the Regulator be able to impose punitive fines for corporate transactions that are detrimental to schemes?

Yes

Please feel free to add any further comments:

Mixed views on this proposed action being too strong but clearly could also be graded to give the opportunity for the Employer and Trustees to respond positively

and meet the Regulators requirements and thereby change behaviour and outcomes.

Q5(d)  What safeguards could ensure that any additional powers given to the Regulator do not impact on the competitiveness of the UK

business or the attractiveness of the UK market?

Please provide your thoughts:

Uncertain on a suitable reply as no evidence of impact to the best of our knowledge.

Q5(e)  Should the Regulator have new information gathering powers?

Yes

Please feel free to add further comments:

Yes as recent cases have demonstrated the need for this type of action and even against Professionals and Agents such as Solicitors and individual principals.

The powers appear to exist but have not always been tested.

Q5(f)  Should civil penalties be available for non compliance?

Yes

Please feel free to add further comments:

Recent cases where information was unreasonably withheld by a Solicitors and its principal demonstrated that action

Q5(g)  Should levy payers be asked to fund additional resources for the Regulator?

Unsure

Please feel free to add further comments:

We think the Government should provide extra resources and not penalise well structured and funded schemes by additional levy.

Q5(h)  Should trustees be given extra powers such as powers to demand timely information from sponsors, to strengthen their position?

Yes

Please feel free to add any further comments:

Sponsoring Employers should be required to be more transparent to enable Trustees and Advisers and certainly on a more timely basis and especially where a

Deficit situation has to be addressed.

Q5(i)  Should trustees be consulted when the employer plans to pay dividends if the scheme is underfunded – and if so, at what level of

funding?

Yes

Please feel free to add further comments:

Clearly this was not undertaken in the BHS case so it is necessary that certain safeguards are stipulated to ensure that the Directors are made liable for failure to

disclose the actual financial situation in the Statutory Accounts and justifying the level of payment against other important liabilities such as repairing the Pension

Scheme Deficit. Whether the Trustees can have powers to intervene will need expert legal advice.

Q5(j)  Is action needed to ensure that members are aware of the value of and risks to their DB pensions?

Yes



Please feel free to add further comments:

There should be obligations on Trustees to inform members but normally the Employer enables that to happen by providing the Resources through its Pension

Fund Administration. Potentially there are areas of conflict however it depends how it is conducted.

Consolidation of Schemes

Question 6  Should Government act to encourage, incentivise, or in some circumstances mandate the consolidation of smaller schemes

into vehicles with greater scale and better governance in order to reduce the risk to members in future from the running down of closed,

especially smaller, DB schemes?

Yes

Please feel free to add any comments:

We agree with consideration of consolidation of smaller schemes but this needs to allow for other options so that a range of choices and details is explained to

encourage a voluntary choice by members including existing pensioners.

Q6(a)  Is there anything in the existing legislative or regulatory system preventing schemes forconsolidating?

Unsure

Please feel free to add any further comments:

Not to our knowledge

Q6(b)  What other barriers are there which are preventing schemes for consolidating? How might they be overcome?

Please add any thoughts:

Possibly the Individual Trust Deeds and their terms and conditions

Q6(c)  Should Government define a simplified benefit model to encourage consolidation?

Yes

Please feel free to add any comments:

A Model Scheme could be helpful

Q6(d)  Should rules be changed to allow the reshaping of benefits without member consent?

No

Please feel free to add any further comments:

If there was an Compensation Plan that could be considered this might influence some but that would be unfair to others

Q6(d.1)  Should there be prescribed restrictions to the types or limits of such reshaping?

Yes

Please feel free to provide further comments:

Q6(e)  Are costs and charges too high in DB schemes?

Unsure

Please add your thoughts:

A recent survey suggested this might be the case however a proper comparison of administration costs might be more helpful

Q6(f)  Should schemes be required to be more transparent about their costs or justify why they do not consolidate?

Yes

Please feel free to add any further comments:

Yes as a means of encouraging more transparency and consider the pro's and con's of consolidation etc

Q6(g)  Is there a case for mandatory consolidation?

No

Please feel free to add any further comments:

Q6(h)  Should the Government encourage the use of consolidation vehicles, including DB master trusts?

Unsure



Please feel free to add any further comments:

Mixed Views on this proposal as Master Trusts are very new and other Options should be considered including a Government special Programme for stressed

schemes

Q6(i)  Are further changes needed to the employer debt regime in multi-employer schemes to encourage further consolidation?

Unsure

Please feel free to add further comments:

Q6(j)  Is there a case for consolidation as a cheaper, but more efficient form of buy-out, with the employer and trustees discharged?

Unsure

Please feel free to add further comments:

Q6(k)  Should Government encourage creation of consolidation vehicles for stressed schemes?

Yes

Please feel free to add any further comments:

Q6(l)  Should employer debt legislation for multi-employer schemes require full buy-out and for the actuary to assess liabilities for an

employer debt by estimating the cost of purchasing annuities?

Yes

Please feel free to add further comments:

Q6(m)  How else could historic orphan liabilities be met if they were not shared between employers?

Please add your thoughts:

Q6(n)  Are new measures needed to help those trustees of an association or employers who could be held individually liable for an

employer debt?

Yes

Please feel free to add further comments:

There should be adequate measures to protect Trustees
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