
Collapsed construction group Carillion, is under fire for increasing dividend

payments to investors as the funding hole in its pension scheme grew.

Thousands of members of Carillion’s multiple retirement schemes face cuts to their

current and future pension benefits after the group collapsed on Monday.

The Pension Protection Fund, the industry-funded scheme that pays pensions if a

company goes bust, was still assessing which of the group’s 13 retirement schemes,

with 27,500 members in total, may transfer to it after Carillion was forced into

liquidation.

But the Carillion scheme’s trustees estimate the hit to the PPF from taking over

payment of all pension promises Carillion can no longer meet is “up to £900m”,

even at the reduced levels of compensation the PPF pays.

Carillion on Monday came under fire for rewarding shareholders with dividend

increases as its pension shortfall, or the difference between its assets and



the end of 2015.

“[The] 2016 Carillion annual report says the dividend ‘has increased in each of 16

years since formation of company’,” said Sir Steve Webb, former pensions minister

and director of policy with Royal London, a pension provider.

“Is this really acceptable alongside a pension fund deficit over half a billion

pounds?”

Last year, MPs called for more powers for the Pension Regulator to protect the

remaining 11m members of private-sector “defined benefit” schemes.

In 2016, Sir Philip Green, the billionaire former owner of collapsed retailer BHS,

also came under fire for paying hundreds of millions in dividends while he ran the

business, even as the hole in the pension scheme, with 20,000 members, widened.

Carillion had been paying in about £50m a year to reduce its pension deficit but its

liquidation led to renewed calls from MPs for the regulator to be given more

powers.

“We called over a year ago for The Pensions Regulator to have mandatory

clearance powers for corporate activities . . . that put pension schemes at risk, and

powers to impose truly deterrent fines that would focus boardroom minds,” said

Frank Field, chair of the Work and Pensions select committee of MPs.

“If Government had acted then, the brakes might have been put on Carillion’s

massive ramping up of debt and it never would have fallen into this sorry crisis.”

liabilities, grew to £587m, reported in its interim results last year, from £317.6m at

The Pensions Regulator said the level of dividends paid by Carillion, compared

with the level of payments to its pension schemes “was better than the average” for

listed companies and was considered acceptable in the context of the group’s

reported profitability and trading strength at the time.

However, the regulator revealed that it had “proactively engaged” with “the

employer and the trustee” on certain Carillion schemes while valuations and

recovery plans were being prepared.

“The content of these plans did not highlight sufficient concern to justify the use of

our powers in the context of our understanding of the group’s trading strength as

presented at the time in their audited accounts,” said a spokesperson for TPR.


