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Funding and investment discussion boards

SOLE FOCUS 
ON MAXIMISING 

RETURNS

FULL AND 
IMMEDIATE 
MATCHING

REDUCED RISK / INCREASED COST

We want 
to maximise 
anticipated 
returns, 
irrespective 
of risk.

We want 
to minimise 
the assessed 
deficit by 
adopting 
optimistic 
assumptions.

We want to 
close the buy-out 
deficit entirely 
using investment 
returns, not cash.

We generally want 
to invest in return-
seeking assets, but 
want a degree of 
diversification within 
those assets.

We want the 
accounting 
and funding 
assumptions 
adopted to be as 
close as possible 
to each other.

We are happy with a partial 
mismatch of our investments 
relative to the maturity of the plans, 
provided that it does not lead to 
additional risks over and above [X].

Our pension 
investments should 
be designed around 
the ongoing funding 
level and maturity of 
the plans.

We want 
to avoid cash 
contributions 
where possible, 
and other forms of 
funding (eg SLPs) 
are preferable.

We want to 
remove risk quickly 
when positive asset 
performance allows 
us to do so.

We are comfortable in 
removing investment risk to 
the extent that the cash cost 
does not exceed [X] and the 
associated reduction in risk 
is at least [X].

Any assessed 
deficit 
recovery plan 
should be 
spread over at 
least [n] years.

We want no more 
than [X]% invested 
in risky return seeking 
assets going forwards.

We want our 
investments to fully 
match our liabilities 
now, irrespective  
of cost.

Funding 
assumptions 
should be 
prudent 
relative to 
any market 
median.

We want 
the plans 
to be self-
sufficient on a 
low-risk basis 
in [X] years.

The relevant 
funding target 
is the buy-out 
position, and the 
recovery plan 
should be drafted 
accordingly.

We want to fully 
fund the buy-out 
position now and 
are prepared to 
pay in the cash to 
do so.

We want to invest 
in very low risk 
instruments towards 
self sufficiency.



End game / de-risking discussion boards

NO 
CHANGE

FULL IMMEDIATE 
BUY-OUT WITH 
INSURER

REDUCED RISK / INCREASED COST

We are happy 
to keep our legacy 
benefits until their 
natural run-off in 
c.80 years time.

We will only 
de-risk if there is no 
significantly adverse 
accounting impact. 

We will only 
de-risk if there is no 
significantly adverse 
cash / funding impact.

We will take de-risking 
opportunities provided the 
cash cost to the group does not 
exceed [X] and the associated risk 
reduction is deemed to justify this.

We want to remove all legacy 
pension risks within the next 
[20] years, by which time the vast 
majority of legacy scheme members 
are expected to be pensioners.

We want to remove all 
legacy risks within the next [X] 
years, based on a target return 
above gilts of [Y%] pa to get to 
the buy-out funding level.

We want to eliminate all 
legacy pension risks as quickly 
as possible but will only take 
action if the expected risk 
reduction exceeds [X].

We want 
to eliminate all 
legacy pension 
risks now, at 
market cost.

Additional considerations
• Opportunism vs design

• Happy to de-risk in tranches rather than all or nothing?

• Aggressiveness of approach / view on reputational risk



OPTIMISTIC CONSERVATIVEINCREASING CONSERVATISM / HIGHER P&L COSTS / LOWER NET ASSETS

We want our 
balance sheet position 
to look as positive 
as IAS 19 reasonably 
permits.

We want to position 
our accounting 
approach towards the 
market median.

We want our 
accounting approach to 
be [slightly / somewhat] 
more prudent than 
market median.

We want to set our 
accounting approach 
to be as conservative 
as IAS 19 reasonably 
permits.

We want our 
balance sheet 
position to be as close 
as possible to the 
funding position.

Additional considerations
• Degree of disclosure in accounts

• Proactivity towards the markets / rating agencies

• P&L and balance sheet impact of de-risking opportunities

• IFRIC 14

• UK GAAP

Accounting discussion boards


