
Submission to Court Hearing 
 
Introduction 
In this submission, we ask the Judge to consider whether the Scheme Arrangement as proposed by 
CH2M Hill Europe and by Halcrow Holdings Ltd (HHL) and described in the ARD is the best available, 
and to ask the Directors of both companies whether they have considered alternative arrangements 
that would provide greater long-term sustainability for HHL under the proposed new ownership, and 
consequently provide greater security for the employees and the members of its associated pension 
schemes. At present, the scheme arrangement appears to be designed to minimize taxes payable 
and provide short-term benefits to shareholders rather than secure the long-term interests of HHL, 
its staff and pensioners.    
 
Extent of pensioners concerns 
Following the bid announcement on 26th September 2011, a circular dated 3rd October [1] was issued 
by Mr Derek Pollock on behalf of the Trustees of the Halcrow Pension Scheme (HPS) about the 
implications for its 3,300 Members. This circular was sent by post to some 2,700 Members who were 
no longer working for Halcrow, many of them living in other countries and continents. It was not 
until 7th October, exactly one month ago, that some Members were able to respond by e-mail, 
voicing their concerns to the Pensions Team and to each other. I alone have sent and received over 
1,400 emails in this period and one of the Members has created a website to disseminate 
information, which is now also being used by the HPS. These concerns have been partially addressed 
in further circulars from the Pensions Team dated 10th October [2] and 2nd November [3], but 
questions still continue.  
 
Nature of Pensioners concerns 
The overwhelming view of these Members was that the acquisition is essential to avoid the collapse 
of HHL, and with it their interests in the payment of their current or deferred pensions. An 
examination of the triennial Valuation Reports of 2005 [4] and 2008 [5], and the Summary Report for 
2010 [6], shows that the deficit on the HPS had risen from £115 million in 2002 to a maximum of 
£201 million in before falling to £149 million in 2010[7]. Because of poor investment returns this 
year, the Pensions Team expect that the deficit will have increased by December 2011, the date of 
the next full valuation [8]. Despite Recovery Plans initiated in 2005 and again in 2008, described in 
the respective Valuation Reports, the level of solvency against buy-out costs has remained at 
between around 40% and 44% throughout this period. At the last valuation in 2008, the deficit 
against buy-out costs was £395 million [5].This state of affairs cannot continue without a significant 
risk of the scheme being wound up, and the pensioners transferred to the Pension Protection Fund 
PPF), with major reductions in their pensions. Enquiries to the PPF about their financial position if a 
few larger schemes with similar solvency levels were transferred to them showed there are real 
concerns about the security of the PPF itself [9] 
 
The Members were extremely concerned to learn that CH2M Hill Europe (CHE) has made no firm 
commitments to reduce the deficit in the HPS.  This concern is heightened by the description of CHE 
in the Acquisition Recommendation Document (ARD) [10], which gives no reassurance that CHE has 
the additional financial resources to reduce the HPS deficit.  Referring to an article in the Times 
newspaper that CH2M Hill itself will put £75 million into the Pension Fund [11], the HPS Trustees 
stated that this part of the story is untrue [2].   
 
Importance to HHL of addressing pension issues 
We suggest that the scheme as submitted pays too little attention to one of the main reasons why 
the HHL at present is unsustainable, which is that it has very large long-term commitments to three 
defined-benefit pension schemes, viz: the Halcrow Pension Scheme HPS), the Pension & Life 



Assurance Plan of Halcrow Fox & Associates Limited and the Halcrow Rail section of the Railways 
Pension Scheme.  The average annual contribution HHL has made over the period 2001 to 2010 to 
these schemes is shown in the Annual Reports lodged with Companies House [12 to 21] as being 
£9.4 million, compared with the average annual operating profits of £11.3 million [22].   
 
In his letter to shareholders, dated 30th September 2011 and included in the Recommended 
Acquisition Document [23], the Chairman of Halcrow referred to “a number of years of steadily 
improving trading performance for Halcrow”.  While it is true to say that the period 2001 to 2009 
saw year-on-year increases in group turnover, with only a minor downturn in 2010, this period of 
growth also saw an increase in the deficit in the HPS, despite the aforementioned recovery plans 
[23]. 
  
Interactions with The Pensions Regulator     
Many Members wrote to the Pensions regulator, expressing their concerns over the proposed deal, 
and on 28th October one received a reply [25] which stated, inter alia, “We are aware of the 
proposed sale of Halcrow Holdings Limited and are investigating the matter ..”.  Such an 
investigation could constitute a breach of the conditions of the contract [26] as the findings of the 
investigation could be large enough to qualify as a Material Adverse Effect as defined in the ARD 
[27]. 
  
Alternative Proposal made to Company Directors 
On 19th October, I sent a letter [28]to Mr Lee McIntye, the Chairman and CEO of CH2M Hill, which is 
the owner of CHE. One hundred and twenty members had seen the letter and asked for their names 
to be appended, and since then, a further 35 members have asked that their names be added, 
making a total of 135 Signing Members. The letter outlined the concerns over the pension funding, 
and suggested an alternative arrangement that would channel £101 million of the sale value into the 
HPS. On 24th October I received a reply from Mr Gammie [29], on behalf of Mr McIntire, asserting 
that our proposed action to restructure the share price was not possible, and that that there was a 
legally binding contract that they cannot review. This assertion is contrafactual: the ARD states on 
page 264 that “The Implementation Agreement may terminate in certain circumstances, including: 
(a) by agreement in writing between the parties;”  
 
Thus it appears there is no legal impediment to the consideration of an alternative scheme.  It is still 
contractually possible for the two companies to review their arrangements, and for the Pension 
Regulator to complete his investigation, with a view to reducing the deficit in the DB pension 
schemes so that the futures of Halcrow, of its employees, and of the pension schemes, are more 
firmly secured.  
 
Submission 
The Signing Members proposals for the restructuring of the bid should not be considered definitive, 
as it has not been prepared by people with the appropriate qualifications. However, the principles 
are clear: the bid should be structured in a way that does not reward shareholders for the failure by 
HHL over the last decade of growth to provide adequately for the HPS, allowing its deficit to grow to 
£149 million in 2010. The current Scheme Arrangement may be legal, but it is sub-optimal, immoral 
and unjust, and creates an opportunity for orphaning the HPS.  I submit that it should be reviewed 
by both companies, and the Pensions Regulator, prior to being approved by this court.  
 
 
 
 
 



  



Attachments 
Note: In the interests of the environment, reports marked * which are available on the internet at 
http://kilclare.com/halcrow/ have not been reprinted.  

1. Q&A Circular of    3 October 2011  

2. Q&A Circular of 10 October 2011  

3. Q&A Circular of    2 November 2011  

4. Halcrow Pension Scheme Report on actuarial valuation as at 31st 
December 2005* 

5. Halcrow Pension Scheme Report on actuarial valuation as at 31st 
December 2008* 

6. Summary Funding Statement for the Halcrow Pension Scheme as 
31st December 2010* 

7. Graphs showing growth of deficit on HPS 
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8. Comment for Pensions Team concerning expected TP costs 
 

from Pensions Team PensionsTeam@halcrow.com 
to Stephen Brichieri-Colombi <stephen.synaquanon@gmail.com> 

date 5 October 2011 18:03 
subject RE: Popular Report 31 Dec 2010 

 

 
 

  

Dear Stephen 
 The trustees are considering and will decide whether they wish to call an early valuation, as 
advised in recent communications. The reason for this would be to engage in new funding 
negotiations with the new employer, based on the new evaluation of the deficit and the 
company’s ability to pay now, sooner. 
 Everyone, including CH2M Hill expect the TP to be higher. 
 Regards, 
Paula J Gibbons 
Pensions Manager 

http://kilclare.com/halcrow/


9. E-mail from Pension Protection Fund dated 28 October 2011 
 

From  Richard Hunt PPF Richard.Hunt@ppf.gsi.gov.uk 
to Stephen Brichieri-Colombi 

<stephen.synaquanon@gmail.com> 
date 28 October 2011 15:27 

subject  RE: Solvency of PPF 
 

 

  

-         Scenario 8 is a fair comparison to historical experience between 2006 and 2011. 
Such a scenario covering the Lehman crisis and the recent euro-debt crisis could be 
considered a 1 in 100 year event. 
-         The impact on the PPF has been much smaller than expected thanks to 
governments’ (in particular banks bailouts) and central banks’ interventions. We estimate 
that a direct impact of RBS and HBoS bailouts is a £3bn to £4bn improvement (reduction 
of claim) of the PPF financial position and the indirect impact of other governments’ and 
central banks’ support is probably even bigger although not quantifiable. We think for 
example that without the US government’s intervention and the Central Banks’ 
commitment to provide liquidity, large automotive companies would have gone bust, 
sending large pension schemes to the PPF. 
-         The impact on the PPF of the Euro-debt crisis is yet to be seen. But the level of 
scheme funding is at its worst point since March 2009 

  
 Richard Hunt | Head of Communications 
Pension Protection Fund | Knollys House, 17 Addiscombe Road, Croydon, CR0 6SR  
 

10. Paragraph 7 from Recommended Acquisition Document (Extract) 
 
7. INFORMATION ON CH2M HILL EUROPE 
CH2M HILL Europe is an indirect wholly-owned subsidiary of CH2M HILL and its sole purpose is to act 
as the vehicle which will acquire the Halcrow Shares. Following the Acquisition it will be the direct 
holding company of Halcrow. CH2M HILL Europe has not traded since its date of incorporation, nor 
has it entered into any obligations, other than in connection with the implementation of the 
Acquisition. No financial information has been published in respect of CH2M HILL Europe.  
 
CH2M HILL Europe is a limited liability company incorporated under the laws of England and Wales. 
The directors of CH2M HILL Europe are Jacque Rast, Mike Lucki and Margaret McLean. 



11. Times article dated 27 September 2011 
 



12. Halcrow Holdings Limited Annual Report and Accounts 2001* 

13. Halcrow Holdings Limited Annual Report and Accounts 2002* 

14. Halcrow Holdings Limited Annual Report and Accounts 2003* 

15. Halcrow Holdings Limited Annual Report and Accounts 2004* 

16. Halcrow Holdings Limited Annual Report and Accounts 2005*# 

17. Halcrow Holdings Limited Annual Report and Accounts 2006* 

18. Halcrow Holdings Limited Annual Report and Accounts 2007* 

19. Halcrow Holdings Limited Annual Report and Accounts 2008* 

20. Halcrow Holdings Limited Annual Report and Accounts 2009* 

21. Halcrow Holdings Limited Annual Report and Accounts 2010* 

22. Graph of Operation Profits and Pensions Payments 

23. Graph of Turnover and Pension Deficits 
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24. Letter from the Chairman of Halcrow (Part 1, p7) from the ARD 
 

3. BACKGROUND TO AND REASONS FOR RECOMMENDING THE ACQUISITION 
... 
After a number of years of steadily improving trading performance for Halcrow, the global recession 
has increased competition in the markets in which Halcrow operates and trading has been affected 
in a number of sectors in the core markets. In order to adapt to the economic downturn, Halcrow 
had to take some tough decisions in 2010 about the future shape of the Company and made a 
number of redundancies. 
... 

25. Email from The Pensions Regulator dated 28th October 2011 
 



From: CustomerSupport@thePensionsRegulator.gsi.gov.uk 
Sent: Friday, October 28, 2011 3:29 PM 
To:  mburtonb@hotmail.com  
Subject: Halcrow Pension Scheme 
 
Dear Malcolm 
 The Halcrow Pension Scheme (“the Scheme”)   
 Thank you for your recent correspondence. 
 We are aware of the proposed sale of Halcrow Holdings Limited and are investigating the matter, 
which includes liaising with the Scheme’s trustees. 
 We are unable to comment any further at this stage and would advise you to remain in contact with 
the Scheme’s trustees. 
 Kind regards 
 Customer Support 
Tel:              0870 606 3636       Option 3 
Fax: 0870 241 1144 
http://www.thepensionsregulator.gov.uk/ 

26. Conditions (Paragraph 11 (f) p21) from the ARD 
 

11. STRUCTURE OF THE SCHEME 
.... 
(f) Conditions 
The Acquisition is conditional upon the Conditions being satisfied or, where permitted, waived and 
the Scheme becoming Effective, by not later than 31 December 2011 or such later date (if any) as 
CH2M HILL and Halcrow may agree and (if required) the Court may approve. 
The Scheme is subject to the Conditions, including, among other things: 
• approval of the Scheme and related resolution by the requisite majorities of Scheme Shareholders 
at the Court Meeting and the General Meeting; 
• the sanction of the Scheme and confirmation of the associated Reduction of Capital by the Court at 
the Court Hearings; and 
• a Material Adverse Effect not having occurred after the date of the Implementation Agreement. 

The Conditions are set out in full in Part 3 of this document. 

27.  Material Adverse Effect (Part 3, Paragraph 2 p 30) from the ARD 
 
PART 3: CONDITIONS TO, AND FURTHER TERMS OF, THE SCHEME 
... 
2. In addition, CH2M HILL and the Company have agreed that, application to the Court to sanction 
the Scheme is conditional on the following matter and, accordingly, the necessary actions to make 
the Scheme effective will not be taken unless the following Condition (as amended, if appropriate) 
has been satisfied or waived by CH2M HILL: 
no Material Adverse Effect having occurred after the date of the Implementation Agreement. 
For the purposes of the Condition in paragraph 2, ‘‘Material Adverse Effect’’ means: 
(a) the commencement of any investigation, enquiry, prosecution or other enforcement action by 
any governmental, administrative or regulatory body against any member of the Halcrow Group or, 
in their capacity as representing a member of the Halcrow Group, any member of their respective 
senior management teams or someone working in the business development function pursuant to 
the Foreign Corrupt Practices Act of the USA or the Bribery Act 2010 of the UK or in respect of 
corporate responsibility for death (including manslaughter) where such investigation, enquiry, 



prosecution or other enforcement action respectively has resulted in or would reasonably be 
expected to have a material adverse effect on the business or operations of CH2M HILL or the Wider 
Halcrow Group; 

28. Letter to Mr Lee McIntire re CH2M Hill’s £123 million offer for 
Halcrow dated 19th October 2011 

29. Reply from Mr Peter Gammie dated 24th October 2011 
 


