
 

 

 

Employer Debt Team 
Department for Work and Pensions 
6-12 Caxton House 
Tothill Street 
London 
SW1H 9NA 
 

25th May 2015 

 

Dear Sir or Madam 

 

SECTION 75 EMPLOYER DEBT IN NON-ASSOCIATED MULTI-EMPLOYER DEFINED BENEFIT 

PENSION SCHEMES – CALL FOR EVIDENCE 

I refer to your above-named consultation document dated March 2015.  In response to your 

call for evidence we wish to make the following points for your review and consideration: 

1. Consultation Process:  Our organisation, EVOC, is the Council for Voluntary Service for 

the City of Edinburgh.  Although the scope of this consultation process includes 

Scotland, until the end of last week we were previously unaware of this exercise, 

despite our extensive links with other national Third Sector bodies such as SCVO and 

VAS, as well as with OSCR and the Scottish Government. We know that VAS and OSCR 

were certainly not aware of the consultation. Our Convenor contacted your 

Department on 20 May to raise concerns about the lack of adequate consultation in 

Scotland and with the Third Sector and to request an extension to the deadline to 

enable further consultation. She has not so far received any response. Therefore, we 

believe that efforts to publicise this consultation did not go far enough. 

 

2. Scope of this Response:  Our response is made on behalf of our Members and the 

wider Third Sector within the city of Edinburgh. 

 

3. Background and Context:  We acknowledge the careful and well-constructed layout 

and contents of this consultation document, which clearly sets out the main issues 

being reviewed, their significance and their context, including references to the 

relevant existing legislation, namely the Pensions Act 1995 and the Occupational 

Pension Schemes (Employer Debt) Regulations 2005. 

 



4. Balance of Risks:  We consider that the existing legislation is weighted towards 

ensuring the stability of DB pension schemes and against individual employers.  When 

the existing legislation was enacted the incidence and likelihood of Pensions Deficits 

impacting on individual employers was much less than it is today and we welcome the 

recognition that the risks facing different Stakeholders might need to be re-balanced. 

 

5. Associated and non-associated multi-employer schemes (Q3.1/3.2):  We agree 

completely that any changes made to the existing legislation should exclude 

associated multi-employer schemes, to avoid the risk of associated companies moving 

pension liabilities into an organisation that is unable to meet its scheme obligations, 

such as a shell company as described in your example. 

 

6. Section 75 employer debt (Q4.1/4.2/4.3):  Whilst EVOC has not had any direct 

experience of being required to pay an employer debt at full buy-out level, we are 

aware of some employers who have been faced with this situation, with which they 

cannot afford to comply.  Furthermore, we know of several instances where 

organisations are prevented from merging, which otherwise would make good 

business sense, due to the inevitability of crystallising a pension debt if an organisation 

ceases to exist.  Therefore, we do support changes to the existing legislation for 

dealing with employer debt. 

 

7. Existing easements designed to help employers manage employer debt (Q5.1 to 5.5):  

The Withdrawal and Approved Withdrawal Arrangements, as provided in the 2005 

legislation, are helpful as far as they go, but we are unaware of any situations where 

they have been used in practice.  As regards the period of grace provisions, our multi-

scheme provider, The Pensions Trust, states very clearly that employers need to 

employ an active member within the next 12 months, to avoid triggering a Pensions 

Debt.  However, The Pensions Trust make no mention of the possibility of this time 

limit being extended up to 36 months, with their agreement. 

 

8. Other Suggested Easements (Q6.1 to 6.6):  We support strongly the suggestion that 

Employers and scheme Trustees could be able to negotiate a long-term repayment 

plan, to allow the employer to pay the debt over a period of years, making it more 

affordable.  We believe that any measures that reduce the risk of non-payment of 

debts should be adopted, even at the cost of employers choosing not to pay the whole 

amount up-front, even if they are able to do so.  We accept that The Pensions 

Regulator’s approval would be required.  Indeed the Pensions Regulator’s role might 

need to be enhanced to ensure that the rights and obligations of Employers and 

pension scheme Trustees are more fairly balanced. 

 

9. Amend the provisions so that ceasing to employ active members does not trigger 

employer debt (Q6.7 to 6.10):  We support strongly this proposal, allowing employers 

more flexibility over the extent and timing of their pension debt repayments.  At the 

same time we accept that safeguards for pension schemes are needed, particularly in 



connection with measuring individual employers’ ongoing financial viability and 

recognise that there will be extra costs in doing so.  However, we do not accept that 

the consequence of this change would be to adopt a more cautious investment profile, 

with resulting lower yields.  We consider that this is an excuse that Pension Scheme 

Trustees should not be allowed to employ to justify poor investment performance.  

Ways need to be found to hold pension scheme Trustees more closely to account, so 

that pension scheme members’ interests are shown to be greater than their own self-

interest! 

 

10. Change the way liability is calculated following an employment-cessation event 

(Q6.11 to 6.13):  We support strongly the proposal that calculation of the pensions 

debt, after crystallisation has occurred, should not necessarily be on a full buy-out 

basis but instead be dependent on employer’s financial viability (their covenant).  We 

appreciate that there are risks and costs involved in making calculations and 

judgements of employers’ financial strengths.  However, we believe that on balance 

this proposal offers a better compromise between Employers and scheme Trustees’ 

interests than exists currently. Calculation of liability should be fair and realistic about 

the repayment term. It benefits no-one if the employer is pushed into insolvency by 

unrealistic repayments and the scale of the debt. 

 

11. Other approaches (Q6.14/6.15):  We consider that there is a good case for the 

Pensions Regulator to become more closely involved in the monitoring of non-

associated multi-employer pension schemes, to ensure that the interests of all parties 

involved are more fairly balanced, on an individual scheme basis.  

 

A particular issue is the willingness of Trustees to actively manage a Scheme which 

they have closed to future accrual. The risk then is that the investment activity is 

scaled down and there is a shift to lower risk and consequent poorer return on 

investments. Information provided to employers becomes minimal. In short, the 

Scheme is put on a maintenance basis with the Trustees devoting the bare minimum 

of time to investment and administration. Evidence could be found from examining 

the websites of MEDBPS which have closed in the last few years. 

 

Yours faithfully 

 

 

GORDON CASTELL 

Finance Manager – Edinburgh Voluntary Organisations’ Council 


