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PENSION RISK – PROVIDING SOLUTIONS 

Buy-in: the ICI Pension 
Fund story continues 

We have advised the Trustee of the ICI 

Pension Fund on the purchase of fifteen 

buy-in insurance policies over a four year 

period. The policies are insured with three 

different insurers, covering liabilities of over 

£9 billion. 

We’ve worked with the Trustee to put in place an 

‘umbrella’ framework agreement that sets out the main 

contractual terms with each insurer. A short schedule is 

added when the commercial terms on a new tranche of 

liability are right. The structure means that relatively 

large transactions can be executed quickly and 

efficiently.  

The Fund provides pensions to around 50,000 

pensioner members. The insurance policies are an asset 

of the Fund delivering payments to cover a significant 

proportion of the liability to pay members. This series 

of deals has substantially de-risked the Fund by 

ensuring an income stream without the investment, 

longevity or inflation risk inherent with investing in 

non-matching asset classes. 

Buy-in within ten 
business days 
In the case of ‘Tranche 9’, there was a short unexpected 

window while sterling, the markets and the financial 

press were in turmoil after the Brexit vote. Buy-in 

pricing improved significantly for trustees monitoring 

funding on a gilts basis. Our umbrella structure allowed 

the Trustee to complete this tranche of business in less 

than two weeks from initial pricing to completion – 

that’s between the insurer going on-risk and the transfer 

of funds into the collateral arrangement. 
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“We see this becoming a blueprint for 
how larger schemes will insure their 
liabilities at scale through buy-ins in 
the future.” 
Heath Mottram, CEO of the ICI Pension Fund 
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What can other trustees 
learn from this? 
The umbrella contract with three insurers is, of course, 

vital to transacting as quickly as this. In effect, the 

parties have pre-agreed the main commercial terms 

and structure. Before this structure, standard buy-in 

policies would commonly take many months to 

negotiate, in which time pricing can change 

substantially. Our legal technology enables the Trustee 

to take advantage of market conditions in record time. 

But even without such contracts in place, other trustees 

can take a number of steps to get into a position to take 

advantage of unexpected commercial opportunities. 

 Make sure that the trustee board and its advisers are 

all up-to-speed – does everyone truly understand 

the nature of a buy-in investment and the benefits 

(and risks) that it brings? Insurer pricing changes 

regularly so trustees should receive appropriate 

training before a transaction is live. 

 Get your data ready to hand over to an insurer. 

That means it needs to be cleansed and in a format 

that is ready be passed to an insurer for analysis. 

There can be gaps but it is best that you know 

about them and can talk to an insurer up-front, 

rather than the insurer finding issues as part of its 

due diligence. 

 Trustees should also consider the data protection 

implication of handing over this data – do you have 

a non-disclosure agreement ready to go with the 

appropriate protections built in? Negotiating a non-

disclosure agreement at a time when pricing is good 

and you are eager to do the deal is frustrating for 

everyone. 

 Give some internal focus to the trustee’s decision-

making process. Does the investment committee or 

another ad-hoc group have the authority to 

transact, and, if so, what are the limits of the 

delegation? If the full trustee board wants to make 

the final decisions, then trustees and advisers need 

to be flexible – pricing rarely lasts until the next 

planned trustee meeting. 

 

 

If you’re interested in information on 

pension liability management, ask for our 

buy-in checklist and details of our extensive 

experience in this area. 

 

“A number of the individual deals in 
this series are ground-breaking in their 
own right, both in terms of size and 
speed of execution. When put together 
in such a short space of time they show 
a wholly new approach to managing 
risk in a UK pension scheme.” 
Philip Jarvis, insurance partner  

 

 


