
PENSION TRUSTEE  

LIABILITY INSURANCE 

As well as giving protection to  

individual trustees, insurance can 

be a cost-effective way of  

protecting the assets of the  

pension scheme and the company 

thus ultimately benefiting scheme 

members.  

 

Trustees and sponsoring  

employers of occupational pension 

schemes continue to face  

challenging issues such as: Retail 

Price Index v Consumer Price  

Index , auto-enrolment and 

scheme compliance, Guaranteed 

Minimum Pensions (GMP)  

equalisation, the Pensions  

Regulator’s focus on improving  

defined contribution schemes, data 

protection, pension liberation and 

a variety of pension de-risking  

exercises, as well as increasing  

liability for investigatory costs and 

expenses as a result of The  

Pensions Regulator, Parliamentary 

and other official investigations. 

Liability for breach of trust is a  

personal liability and a trustee is 

liable to both the scheme  

beneficiaries and to scheme  

creditors. If trustees are uncertain 

as to how to exercise their powers, 

they can also apply to the court for 

directions. A trustee or trustee  

director is also potentially at risk of 

having to pay a civil fine for breach 

of pensions’ legislation. 

The risks are potentially greater 

when dealing with the increasing 

number of defined benefit 

schemes which are winding up, 

where there may be missing  

beneficiaries or other contingent 

liabilities that materialise after 

completion of wind up when there 

are no scheme assets remaining to 

meet such liabilities or to provide 
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Dear member,  

 

We hope you don’t mind our  

contacting you in order to introduce 

ourselves and to highlight the  

availability of a wide ranging  

insurance solution for pension 

scheme trustees. 

MFL Professional * are, in  

association with The Occupational 

Pensions Defence Union (OPDU), 

looking to increase the awareness 

amongst pension trustees of the 

availability of a comprehensive  

insurance cover written specifically 

to cater for the needs of the  

individual trustees and to protect the 

assets of both the pension scheme 

and company. 

Therefore, as part of a series of  

regular bulletins over the coming 

months, we are issuing guidance 

notes that we hope you might find 

useful in explaining the background 

scenarios facing trustees, the need 

for a suitable insurance cover and 

the insurance cover itself. 

Our first such bulletin, is thus  

provided. Information concerning 

ourselves, MFL Professional can be 

found by following the link here: 
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INSURANCE PROTECTION FOR PENSION TRUSTEES/

EMPLOYEES AND SPONSORING EMPLOYERS 



any protection for you personally. 

Separate discontinuance and “run 

off” policies of insurance can be  

purchased to protect trustees once a 

scheme has wound up. 

The value of insurance cover is 

probably best demonstrated when it 

comes to claims which can affect 

even the best managed schemes. 

Regrettably, there has been a  

substantial increase more recently in 

claim notifications which  

demonstrates that errors can occur 

particularly in the increasingly  

dominant environment of defined  

contribution schemes. One common 

feature is, as one would anticipate, 

the importance of the accuracy of 

data and we encourage trustees 

therefore to ensure that regular data 

health checks are undertaken. 

A trustee’s personal exposure does 

not cease when they retire and their 

post retirement situation may make 

them particularly vulnerable. The 

solution is for retired trustees to 

have the guarantee of cover in the 

event that the scheme ceases to be  

insured. They can then rest assured 

that they have cover personal to 

them, irrespective of what the  

employer or trustees have done or 

not done, about their insurance 

since they retired. It is important to 

check the extent of cover provided 

in this respect as policies do vary 

(the OPDU Elite Policy provides  

lifetime cover for retired trustees 

and company pension personnel at 

the date of expiry of the main policy 

of insurance thus giving valuable 

peace of mind). 

With the increase in the number of 

claims, insurance is playing an  

increasingly important role in  

protecting trustees and pension 

scheme assets from losses resulting 

from claims, be they well-founded or 

not. It provides an external source of 

protection which stands in front of 

any indemnity and exoneration 

clauses that exist. 

If the decision is taken to adopt  

insurance,  it is important to have a 

policy specifically designed to  

respond to the needs of trustees 

and other individuals involved in the 

management of pensions. This is 

highlighted by the potential conflicts 

of interest which commonly exist 

when a trustee is also a director of 

the sponsoring  employer company 

with duties to the company and its 

shareholders. As a trustee, however, 

there is an overriding duty owed to 

the scheme beneficiaries which is 

paramount. Accordingly, it is not 

recommended that reliance be 

placed upon a Director’s and  

Officers (D&O) policy of insurance,  

as the cover will not be tailored to 

meet the specialised circumstances, 

relating to pensions and potentially 

there will be competing calls on the 

policy. Some D&O policies also  

specifically exclude pension trustee 

liabilities, whilst mention should also 

be made here as to the danger of a 

‘global’ Limit of Indemnity under a 

D&O policy becoming exhausted 

should there be a large claim under a 

separate part of the policy. 

Our next bulletin, ‘Protecting  

Pension Trustees, Pension Schemes 

and Sponsoring Employers, will  

follow shortly.  

If in the meantime you wish to  

discuss further or have any queries 

please contact ourselves as below. 

Pension  Trustee  

Liability Insurance 
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YOUR INSURANCE TEAM 

Jonathan Leese LLB FCII 

Tel. No. 0161 2377721 

Email:  jonl@m-f-l.co.uk 

John Jones 

Tel. No. 0161 2377739 

Email: johnj@m-f-l.co.uk 

Gillian Elderkin, ACII 

Tel. No. 0161 2334491 

Email: gilliane@m-f-l.co.uk 

OPDU protects pension funds by providing a unique combination of risk management and  

comprehensive insurance cover to trustees, administrators and sponsoring employers. Pension funds 

holding total combined assets in excess of £115 billion have joined the membership which ranges from 

the largest schemes in the U.K. to the smallest. 


