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Another
piece of the
superfund
regulatory
jigsaw
TPR releases guidance for
trustees and employers
considering a transfer
to a superfund

“ I am a massive supporter, as is the whole of
the Department for Work and Pensions. We
think superfunds are the way forward and I
have pushed very, very, very hard and there
will be significant take up in my view.”
GUY OPPERMAN,
MEMBER OF PARLIAMENT, MINISTER FOR PENSIONS

The release of the interim regime back in June provided
a regulatory framework for superfunds, but until today it
was not clear what requirements trustees and sponsors
have to meet in order to transfer their scheme into
a superfund.
The guidance itself is broadly what we expected; the
gateway principles that were introduced in DWP’s
consultation on the regulation of superfunds (issued in
December 2018) remain and the emphasis is on trustees
to ensure that a transfer to a superfund is in the best
interest of scheme members.

The three key principles of the gateway and
questions that trustees will need to be able
to answer before proceeding with a
superfund transfer are:
1. Are you unable to afford full buyout today?
2. Is a full buy-out in the foreseeable future

Distressed sponsors - the industry needs
superfunds now more than ever

3. Can you show that a superfund transaction will improve

With corporate distress intensifying, there is a burning
platform for an alternative option to insurance buy-out
or the Pension Protection Fund (‘PPF’) for insolvent
and distressed companies. The guidance opens the
superfund door to schemes in PPF assessment. Indeed
we expect most of the superfund deals in the next
6-12 months will relate to company insolvencies, where
trustees have the opportunity to secure full benefits for
their members who otherwise would have fallen into the
PPF or received a cut to their entitlement with an insurer.

(3-5 years depending on the covenant) unrealistic?
the likelihood of members receiving full benefits?

In our view the first two principles of the gateway are
academic. If trustees are struggling to work out how
they answer those two questions, they should not be
prioritising a transfer into a superfund unless their
sponsor is in a distressed situation. Insurance should
be the goal. The more nuanced question is the third
principle and trustees will require specialist advice to
understand the position they are in today and how to
compare it to the potential outcomes in a superfund.

So, trustees of highly distressed schemes are likely to be
the trail blazers that get the superfund market up and
running. That said, if the market develops, superfund
transactions become common and trustees become
more comfortable with the superfund model, we expect
‘business as usual cases’ to start occurring quickly.

“We believe that superfunds will not only incentivise
sponsors to improve funding levels, but also reduce
the risks created by future employer insolvencies.”
GUY OPPERMAN,
MEMBER OF PARLIAMENT, MINISTER FOR PENSIONS

When will the first transaction complete?

TPR publishes guidance
for trustees and employers
considering a transfer to a superfund

TPR publishes
guidance for superfund
regulatory regime
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Aug ‘20

Sep ‘20

Oct ‘20

Nov ‘20

Dec ‘20

TPR completes their
assessment of individual
superfund models

First transactions
submitted to TPR
for clearance

Jan ‘21

Feb ‘21

Mar ‘21

First superfund
transactions expected
to complete

So what next?
Trustees and sponsors now know what is expected from
them, but we need TPR to complete their assessment
of the superfund models, in order for them to have a
counterparty to transact with. The two existing models
in the market, the Pension SuperFund and Clara, are
currently being assessed and we expect that process to
come to a head in the next few weeks.
This guidance is the starting gun that trustees have long
been waiting for, but a key final step remains; let’s hope
the jigsaw is completed by the end of 2020 or it could be
too late for some.

Isio
Isio’s specialist superfund team is already
in the market providing a single, joined-up
approach to advising trustees and sponsors on
all aspects of superfund transactions. Working
together to deliver a comprehensive picture
of the options available is, in our view, the
most efficient and economical way for pension
schemes to consider the superfund option
against the alternatives.
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