
Written evidence submitted by Arnold Hay  to the Pension Schemes Public Bill Committee 

(PSB64) 

1 The relevance to me 

1.1  

I have a defined benefit (DB) pension that is the main part of my pension, apart from the state 

pension. I retired 20 years ago. My pension is now worth 56% of its value at retirement allowing 

for inflation. 

1.2  

I believe one of the main provisions of the bill for DB schemes (to allow well-funded DB pension 

schemes to share surplus funds with sponsoring employers) will make it even more unlikely that 

the current sponsoring employer of my pension will protect my pension from inflation. There 

should be a balancing clause in the bill that requires the employer to provide discretionary 

increases before surplus funds are taken out. 

2 The pension I was promised 

2.1 

I worked for Digital Equipment Corporation (DEC) from 1978 to 1992. The DB pension scheme was 

regarded as very good. Although annual increases were discretionary, the company made it clear 

the intention was to provide regular increases to protect the value of the pension. DEC was a 

highly ethical company, and employees were confident their retirement income would be safe. 

2.2 

Until 2002 the discretionary increases awarded closely tracked inflation. I have included 2 

documents that illustrate both the intention to provide increases (Appendices 1 and 2), and the 

increases that were actually paid (Appendix 3). 

3 What happened in 2002 

3.1 

In 2002 Hewlett Packard Enterprise (HPE) became the sponsoring employer, and the regular 

increases stopped abruptly. Since 2002 HPE has awarded 3 discretionary increases, in 2004 (1%), 

2008 (1%) and 2022 (3%).  Inflation has increased by 86% between 2002 and 2025. 

4 Why has my pension been eroded? 

4.1 

Prior to 1997 there was no statutory requirement to provide any indexation for DB pensions. If the 

pension scheme mentioned discretionary increases, they were paid if and when the employer 

wished to do so. 

4.2 

To the best of my knowledge, most UK employers have supported their pre-1997 employees by 



paying reasonable discretionary increases. HPE and some other companies have chosen not to do 

so. 

4.3 

The Trustees of the DEC scheme have been sympathetic to the plight of these pre-97 pensioners, 

but they have no power to require HPE to do anything. The DEC scheme rules require the 

sponsoring employer to consider awarding a discretionary increase. Apart from the minimal 1%, 

1%, 3% awards over the last 23 years, every year the company has announced that it has 

considered making a discretionary increase, but has chosen not to do so. 

5 Why the Pension Schemes Bill needs amending 

5.1 

Some DEC pensioners who had every expectation of a comfortable retirement income are now 

living in poverty. 

5.2 

It is clear that they will continue to see their pensions being eroded further unless there is 

something in the Pension Schemes Bill that makes it more difficult for an employer like HPE to 

continue ignoring their plight. 

5.3 

The bill allows sponsoring employers to share surplus pension scheme funds. Arguably this is a 

positive disincentive for a company to make discretionary increases. It would be fairer to 

pensioners if the bill actually incentivised companies to award discretionary increases when 

economic conditions permitted. 

5.4 

At a minimum, the bill should include a requirement that for those schemes which only provide 

discretionary increases, the employer should award a discretionary increase before withdrawing 

surplus funds. 

5.5 

Preferably, the sponsoring employer should take account of what was promised to employees, and 

to the past history of pension increases. 

 



6 Appendix 1 – Intention of the DEC pension plan 

 

This extract from the DEC pension plan brochure stated that the Trustees' objective was to protect 

members against inflation. Unfortunately the scheme rules do not have any provision to allow the 

Trustees to do this if the employer does not wish it. This was never a problem until HPE became 

the sponsoring employer. The history of discretionary increases shown in Appendix 3 illustrates 

this. 



 

 



7 Appendix 2 – Funding for increases when calculating transfer out values 

 

While DEC was the sponsoring employer, the funding of the plan included an  allowance for 

discretionary increases. The following is an extract from a quote I received in 1995 for a transfer 

out from the DEC pension plan. It shows that there was an assumption that the plan would be 

funding discretionary increases long term. In practice, increases actually awarded were much 

greater than the funding level. 



 

 



8 Appendix 3 – Actual discretionary increases 

8.1 

This extract from an early retirement quote in 2004 shows the discretionary increases that had 

been awarded in the 10 years prior to HPE acquiring the company in 2002. 

8.2 

These discretionary increases from January 1990 to April 2001 totalled 42%. Over the same period 

RPI inflation increased by a similar amount (45%). 

8.3 

From 2002 to 2025 when HPE was the sponsoring employer, discretionary increases totalled 5%. 

CPI inflation increased by 86% over the same 22 year period. 

8.4 

DEC did what was promised, HPE has ignored what had been promised. 
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