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without 
prejudice

I appreciate the argument 
that hundreds of employers 
could flood the PPF’s offices in 
Croydon pleading their case, 
and I understand the logic 
behind the PPF’s current stance, 
but why not have the debate? 

Options could include:
n the PPF taking on part of the 
liability of a scheme with the 
employer sharing the remainder;
n the PPF providing some statu-
tory underpin without the need 
for the scheme to formally enter 
the PPF on the basis that the life-
boat has certain controls over 
the scheme for example in 
respect of investments;
n an agreed set of ratios on debt 
or other financials that allow a 
scheme to enter the PPF without 
there being an imminent insol-
vency risk;
n an exploration of alternatives 
to the PPF taking shares – for 
example a new statutory claim 
to income stream or the exten-
sion of the financial support 
direction and contribution 
notice powers;
n for the PPF to have its own tai-
lored clearance function (or for 
the Pensions Regulator to expand 
its clearance function not just to 
cover detrimental events but 
also to cover new wider ranging 
PPF applications);
n for schemes to be permitted 
only to pay PPF levels of benefit 
rather than the scheme enter 
into the PPF.

I am not pretending to have 
all the answers and there may 
be variations on these themes. 
What I do feel is that at the 
moment, breaking up is hard to 
do, and there is a real argument 
for government to step in to 
start a new debate.

We all have friends who have 
been bickering for years, where 
the love is lost and they share no 
common interests. Everyone 
knows that a break-up is on the 
cards and the local publican is 
running a spread bet of between 
one and five years.

Like all lawyers, being compas-
sionate and sensitive, I am 
tempted after a Cinzano to say  
‘break up now, it’s only going to 
hurt people more otherwise, 
and both of you could end up 
insolvent after a messy divorce’.

Shouldn’t we show the same 
compassion to an employer and 
a pension scheme where it’s 
clear that the cost of running 
the scheme will eventually be 
intolerable and push the com-
pany under? My fear is that 
some employers will limp on 
with their schemes and under-
mine their business as a result; 
there could be significant job 
losses and the deficit in the 
scheme could be growing ever 
larger with a greater call on the 
Pension Protection Fund (PPF) 
in the future.

My question is: can’t there be 
a system where the PPF and the 
employer enter into an arrange-
ment now, rather than prolong-
ing matters? Don’t get me 
wrong, as both a trustee and 
adviser I am not proposing 
abandonment in any way. But 
isn’t there a case for govern-
ment to broaden the circum-
stances in which the PPF will 
enter into an arrangement with 
the employer, rather than the 
employer having to prove that 
insolvency is imminent and 
unavoidable?

Clive Pugh 
Partner at Burges Salmon

Hot Topic Seminar: Managing DB risk
June 5, 2009
NAPF, Westminster

Volatile economic conditions, modest or falling invest-
ment returns and rising liabilities are a real threat to the 
ability of sponsor companies to support ongoing defined 
benefit (DB) pension provision. While both the trustees 
and the company may wish to continue providing DB pen-
sion benefits to employees, transparency of reporting on 
company balance sheets confirms pension costs are a sig-
nificant long-term risk for the business. 

The latest NAPF hot topic seminar covers a range of 
pension risk issues relevant to both plan sponsors and 
trustees, including:
n Risk appetite: what’s it all about? 
A consideration of how the understanding of risk applies 
to UK pension funds  
n Risks in focus 
Are there inherent tensions between sponsor and  
trustee attitudes to risk?  
n Funding and investment 
How an integrated approach can help with DB risk  
management 
n Better late than never? 
An examination of the approaches and timing with 
regard to derisking 
n Short-term vs long-term 
An analysis of the strategic investment risks facing  
trustees and their advisers 
n Next steps 
An open forum on managing DB risk
Visit www.napf.co.uk/seminars for more information 
and to book your place.

NAPF Annual Conference and Exhibition
October 14–16, 2009
Manchester Central
n Dedicated programme streams for defined contribu-
tion, DB, HR and finance directors;
n Free attendance for NAPF fund members.

Speakers include: James Purnell; Stephanie Flanders, 
BBC economics editor; Nigel Waterson; Steve Webb; and 
Alan Rubenstein, PPF.
Registration is now open at www.napf.co.uk/conferences.

Upcoming training courses  
NAPF, Westminster

June 23
An introduction to trusteeship
June 30
Inside investment – is risk on your radar?
Visit www.napf.co.uk/training for more information 
about these courses and to book your place. 
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