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Changes to the method for statistics on company insolvencies Consultation

In May 2015 the Insolvency Service published a consultation paper “Insolvency statistics: changes to the method for statistics on company insolvencies”.  The Pension Protection Fund (“PPF”) welcomes the opportunity to respond to the consultation.  Below are the PPF’s responses to the questions raised in the consultation, where we believe our role in the UK pensions system and the skills and experience we have developed enable us to provide relevant insights and information.

PPF Background

The PPF was established to pay compensation to members of eligible defined benefit pension schemes, when there is a qualifying insolvency event in relation to the employer and where there are insufficient assets in the pension scheme to cover PPF levels of compensation.

The PPF is a statutory fund run by the Board of the Pension Protection Fund (“the Board”), a statutory corporation established under the provisions of the Pensions Act 2004.  The PPF became operational on 6 April 2005.

On 10 July 2009 the Board of the PPF was also given the responsibility of being the scheme manager for the Financial Assistance Scheme (FAS).  FAS provides assistance to members of eligible underfunded defined benefit schemes that started to wind-up between 1 January 1997 and 5 April 2005, or between 6 April 2005 and 27 March 2014 where an employer insolvency event occurred before 6 April 2005.

PPF Response - “Changes to the method for statistics on company insolvencies”

Proposal to change the method of counting company insolvencies

Q1. Which option for counting company insolvencies do you think is best?
Q2. Why do you favour this option?

We believe that option 3 is the best, because we agree with the proposition that insolvencies should be allocated to the quarter in which they occur rather than the quarter in which they are reported, and we also agree that data recording practices should seek to avoid (and where possible, eliminate) duplication.

Option 3 in our view improves accuracy of the data and reduces the estimation error in credit risk modelling where insolvency data are used as an input. 


Q3. If Option 3 was implemented, what policy should we follow for revising the statistics?

We believe that the entire time series should revised every quarter, as this will ensure that in the long term, insolvency data is recorded as accurately as possible.

Q4. Unless Option 1 is selected, then the new method will be inconsistent with statistics published earlier. How far back in time would you require data on a consistent basis?

[bookmark: _GoBack]We would go for the option c) Earlier. In the event of a new insolvency counting methodology being adopted we believe that the data should be made consistent as far back as possible (i.e. to whenever the “Case Start Date” was first properly recorded). This will help ensure that all insolvency data over multiple historic business cycles is recorded in a consistent way, without need of further modification and improve any modelling using the insolvency data as an explanatory variable. 


Proposal to change the method of counting receiverships

Q1. Should receiverships be broken down by type?

We welcome the proposed change, which aims at breaking down receiverships by type as we believe it is important to distinguish between those events that qualify as formal insolvencies for PPF purposes (e.g. administrative receiverships) and those that do not. From the PPF standpoint, administrative receivership would be of interest as these represent qualifying events that trigger a pension scheme to enter PPF assessment. 

Q2. Do you require information on the number of receiver/manager appointments?

No. We would only be interested in the formal insolvencies events as those are qualifying event for the PPF. 



Emiliano Pisani, on behalf of the PPF
28 June 2015
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