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New law

I. New Pensions Regulator powers and new
penalties - Government response

1. The Government has issued its response to
the June 2018 consultation paper on
enhancing the Pensions Regulator’s
powers and on new civil and criminal
penalties.

2. The response does not indicate when the
changes will be introduced, although Guy
Opperman MP had suggested previously
that changes to primary legislation would
be effected through the 2019 Pensions
Bill.

3. To read about the proposals being taken
forward, please see our briefing note.

Il. DC schemes consultation on illiquid assets,
the charge cap, and DC consolidation

1. The Government wants trustees of large
DC schemes to consider illiquid
investments when drawing up their
Statement of Investment Principles
(‘SIP?).

2. Aconsultation focuses on the following in
relation to occupational DC schemes:

1 under the Occupational and Personal Pension Schemes
(Disclosure of Information) Regulations 2013 (SI 2013/2734)
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2.1

2.2

2.3
3. The
A.

encouraging greater investment in
illiquid assets,

changes to non-statutory guidance
on the scope of the charge cap, and

DC consolidation.
consultation closes on 15t April, 2019.

llliquid investments: SIP and
Implementation Statement

1. The Government wants trustees of
in-scope DC schemes to include in
their SIP a statement about the
extent to which they have
considered illiquid investments.

2. In-scope schemes include those
with non-AVC money purchase
benefits, and which have:

2.1 asset values of “perhaps
£250m or £1bn”, or

2.2 scheme membership of
“perhaps 5,000 or 20,000 or
more members”.

Comment: The Government
hopes that this will prompt
trustees to consider investment
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innovation opportunities.
Ultimately, however, trustees will
continue to make their own
investment decisions. This
involves them acting in a way that
reflects their duty of care to act
as an ordinary prudent man of
business would in managing
similar affairs of his own.

In-scope schemes would also be
required to report annually, via
their Implementation Statement,
on how they have followed their
policy on illiquid assets. The
Implementation Statement would
have to set out the default fund’s
approximate percentage holdings
in illiquid assets.

Comment: The introduction of
Implementation Statements is
already scheduled? to take place
on 1%t October, 2020. The
Implementation Statement is a
statement in the annual report
setting out how trustees
implemented the policies set out
in the SIP. Trustees will also be
required to publish their


https://www.gov.uk/government/consultations/protecting-defined-benefit-pension-schemes-a-stronger-pensions-regulator?utm_source=0f2e9908-32cb-415b-a21f-92dee79f15c4&utm_medium=email&utm_campaign=govuk-notifications&utm_content=daily
https://f.datasrvr.com/fr1/519/19594/db-pensions-client-briefing.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/776181/consultation-investment-innovation-and-future-consolidation.pdf
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Implementation Statement on a
public website.

B. Charge cap

1.

The Government wants to make it
easier for trustees paying
performance related fees
(typically charged for certain
types of illiquid investments) to
check whether the default fund
auto-enrolment 0.75% charge cap
has been breached. An additional
method for carrying out that
check is therefore being
proposed.

The consultation also “introduces
and consults on” changes to non-
statutory guidance on the scope
of the charge cap, along with an
updated, non-exhaustive, list of
charges and costs.

Comment: Trustees will need to
familiarise themselves with the
updated guidance. The changes
focus on: investment trusts, costs
incurred in underlying firms and
physical assets, private equity
costs, and other costs such as
research costs and fund entry and
exit costs.

2 The Pension Protection Fund and Occupational Pension
Schemes (Levy Ceiling and Compensation Cap) Order 2019

(S1 2019/159)
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C. DC consolidation nudge

1. The Government wants to nudge
smaller DC schemes towards
consolidation, so that members
can access the economies of scale
and better governance associated
with larger DC schemes.

2. The consultation proposes
extending the ‘value for
members’ assessment, which
forms part of the trustee Chair’s
Statement. The additional
assessment would need to
consider whether it might be in
members’ interests to be
transferred into another scheme,
such as an authorised master
trust. A requirement to publish
such an assessment may also be
introduced.

3. The new requirement:

3.1 would be applied to schemes
with less/fewer than “£10m
in assets or 1,000 members”;

3.2 would need to be reviewed
at least every 3 years, and
after any significant change
in the size or demographic
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profile of relevant members;
and

3.3 might be applied in more
nuanced situations, such as
closed schemes below a
certain size with a certain
proportion of members
below age 50.

A Consultation on the Consideration of
Illiquid Assets and the Development of Scale
in Occupational Defined Contribution
schemes - February 2019

lll. PPF levy ceiling and compensation cap

1. DB scheme trustees engaged in exercises
which are based around PPF
compensation levels, such as scheme
buy-outs or wind-ups, should note that
the compensation cap will be £40,020.34
from 1st April, 2019.2

2. The 90% cap on PPF compensation for
individuals who have not reached normal
pension age (and who are not in receipt
of a survivor’s pension or a pension on
grounds of ill health) means that the
maximum compensation that will be
available to them will be £36,018.31.


http://www.legislation.gov.uk/uksi/2019/159/contents/made
http://www.legislation.gov.uk/uksi/2019/159/contents/made
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Points in practice

IV. CMA publishes draft Order on investment
consultancy market remedies

1.

Trustees will face new duties regarding
their relationship with their investment
consultants and fiduciary managers under
remedies outlined in the CMA’s final
report into the investment consultancy
market.

The remedies include mandatory
tendering requirements for trustees
delegating more than 20% of their
scheme assets to a fiduciary manager,
and a requirement for trustees to set
objectives for their investment
consultant. To read about the remedies
outlined in the final report, please see
Pensions Bulletin 19/01.

The CMA has now issued its notice of
intention to make an Order intended to
implement the remedies and has
published the draft Order, which is open
for consultation until 13" March, 2019.

V. TPR’s measuring data guide

1.

The practice of maintaining well-kept
pension scheme data is of particular
importance with the advent of
dashboards (to read about the
dashboards consultation, please see

3 2016 statement on market volatility following the EU
referendum and 2018 Annual Funding Statement.
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Pensions Bulletin 18/17). Trustees should
familiarise themselves with the
Regulator’s latest Quick Guide, on
measuring data.

The Guide, to be read alongside the 2016
Quick Guide to Record-keeping, outlines:

2.1 the data trustees need to measure,
2.2 how to measure it, and

2.3 how to calculate ‘common’, and
‘key scheme-specific’, data scores.;

Comment (1): ‘Common’ data is basic
data used to identify members (eg, NI
number). ‘Scheme-specific’ data is
described as ‘conditional’ data in the
Regulator’s record-keeping guide (eg,
employment records, GMP entitlement,
or HMRC protections).

Comment (2): The expectation that
schemes should focus on ‘key’ scheme-
specific/conditional data is new. The
Regulator suggests that schemes work
with their administrator to identify what
is ‘key’.

The Regulator expects trustees to review
their data at least annually, with an
additional review on the occurrence of

4.

5.
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significant events, such as winding-up, or
changing administrator.

Trustees should also be confident that
their administrator has put sufficient
processes and controls in place to ensure
the quality of new and historical data.
The Guide sets out data quality checks
that trustees should make.

The Guide also sets out how to calculate
a scheme’s “data score” i.e. the
percentage of members for which the
trustees have fully present and accurate
common or conditional data.

VI. TPR’s statement on Brexit

1. Brexit is not expected to have a

significant effect on UK pensions law or
trustees’ ability to continue to administer
their schemes. It may, however, impact
on the employer covenant and trustees
should already be alert to this.

. Largely reiterating its previous Brexit

statements3, the Pensions Regulator has
issued a short statement, aimed primarily
at DB trustees, reminding them of the
Brexit-related steps it expects them to
initiate, namely:

2.1 trustees should review any actions
or contingency plans in the context
of a “no deal” Brexit. The


http://www.slaughterandmay.com/what-we-do/publications-and-seminars/publications/newsletters-and-briefings/2019/pensions-bulletin-31-january-2019/
https://www.gov.uk/cma-cases/investment-consultants-market-investigation
https://assets.publishing.service.gov.uk/media/5c6143c8e5274a31747380b8/Notice_of_intention_to_make_order.pdf
https://assets.publishing.service.gov.uk/media/5c6143c8e5274a31747380b8/Notice_of_intention_to_make_order.pdf
draft%20Order%20https:/assets.publishing.service.gov.uk/media/5c5db26de5274a31618c4ee3/Draft_order_for_formal_consultation.pdf
https://www.thepensionsregulator.gov.uk/en/document-library/statements/market-volatility-following-the-eu-referendum,-c-,-guidance-statement-from-tpr-
https://www.thepensionsregulator.gov.uk/en/document-library/statements/market-volatility-following-the-eu-referendum,-c-,-guidance-statement-from-tpr-
http://www.slaughterandmay.com/media/2537238/pensions-bulletin-19-dec-2018.pdf
https://www.bing.com/search?q=pensions+regulator+quick+guide+measuring+data&src=IE-SearchBox&FORM=IESR3A
https://www.tpr.gov.uk/-/media/thepensionsregulator/files/import/pdf/record-keeping-quick-guide.ashx
https://www.thepensionsregulator.gov.uk/en/document-library/statements/exit-from-the-eu-statement
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https://www.gov.uk/guidance/eu-citizens-in-the-uk-benefits-and-pensions-in-a-no-deal-scenario
https://www.gov.uk/guidance/eu-citizens-in-the-uk-benefits-and-pensions-in-a-no-deal-scenario
https://www.gov.uk/guidance/uk-nationals-in-the-eu-benefits-and-pensions-in-a-no-deal-scenario
https://www.gov.uk/guidance/uk-nationals-in-the-eu-benefits-and-pensions-in-a-no-deal-scenario
http://www.slaughterandmay.com/media/2535388/pe-update-pensions-bulletin-11-mar-2016.pdf
http://www.slaughterandmay.com/media/2535435/pe-update-pensions-bulletin-23-mar-2016.pdf
http://www.slaughterandmay.com/media/2535435/pe-update-pensions-bulletin-23-mar-2016.pdf
http://www.slaughterandmay.com/media/2537112/pensions-bulletin-01-nov-2018.pdf
http://www.slaughterandmay.com/media/2537238/pensions-bulletin-19-dec-2018.pdf
http://www.slaughterandmay.com/media/2536348/pe-pensions-bulletin-07-apr-2017.pdf
http://www.slaughterandmay.com/media/2536594/pe-pensions-bulletin-10-nov-2017.pdf
http://www.slaughterandmay.com/media/2536594/pe-pensions-bulletin-10-nov-2017.pdf
http://www.slaughterandmay.com/media/2536716/pe-pensions-bulletin-16-march-2018.pdf
http://www.slaughterandmay.com/media/2536805/pensions-bulletin-18-may-2018.pdf
http://www.slaughterandmay.com/media/2536659/pe-pensions-bulletin-19-jan-2018.pdf
http://www.slaughterandmay.com/media/2536716/pe-pensions-bulletin-16-march-2018.pdf
http://www.slaughterandmay.com/media/2536716/pe-pensions-bulletin-16-march-2018.pdf
http://www.slaughterandmay.com/media/2536716/pe-pensions-bulletin-16-march-2018.pdf
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10.  Auto-enrolment
total minimum
DC
contributions
increase to 5%
(of which
minimum
employer
contribution of
2%)

11. Data
protection: New
Regulation: EU
General Data
Protection
Regulation in
force

12.  Existing EMIR
exemption
extension for
pension scheme
arrangements
ends

EU Parliament
confirms
further
extension of
pensions
exemption,
with further
extensions
possible

13.  CJEU decides
PPF
compensation
must equal at
least 50% of
each recipient’s
benefit
(Hampshire -
Case C-17/17)
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Deadline

6th April,
2018 to 5t
April, 2019

25th May,
2018

16th August,

2018

12th June,
2018

6th

September,

2018

Further information/action

Pensions Bulletin 16/05
Employment Bulletin 16/15

As data controllers, trustees
need to ensure that
compliance with the EU
General Data Protection
Regulation is achieved.

A compliance checklist for
trustees is available to
clients from their usual
Slaughter and May contact.

Pensions Bulletin 17/01
Pensions Bulletin 18/12

Pensions Bulletin 18/10

Pensions Bulletin 18/13

Master trusts
new
authorisation
and supervision
regime
introduced

IORP I
transposition
deadline

Brexit

Auto-enrolment
total minimum
DC
contributions
will increase to
8% (of which
minimum
employer
contribution of
3%)

Trustees must
ensure
Statement of
Investment
Principles
meets new
requirements
on ESG and
stewardship

Deadline Further information/action

1st October, Pensions Bulletin 18/12

2018 Pensions Bulletin 18/13
(note: SI later re-issued as S|
2018/1030)

12th January, Pensions Bulletin 16/11

2019
By 29th UK leaves EU from effective
March, 2019, date of withdrawal
unless agreement or, failing that, 2
extended years after giving Article 50
notice unless:
(a) European Council and
UK unanimously decide
to extend period, or
(b) UK withdraws its Article
50 notice before 29th
March, 2019.
6th April,
2019 onwards
Most Pensions Bulletin 18/13
requirements
to be met by
1st October,
2019
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Pensions
Regulator
consultation on
draft DB
Funding Code of
Practice
expected
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Further information/action

Deadline

Autumn 2019


http://www.slaughterandmay.com/media/2535477/pe-update-pensions-bulletin-21-apr-2016.pdf
http://www.slaughterandmay.com/media/2536096/pe-update-employmentemployee-benefits-bulletin-04-nov-2016.pdf
http://www.slaughterandmay.com/media/2536237/pe-pensions-bulletin-13-jan-2017.pdf
http://www.slaughterandmay.com/media/2537063/pensions-bulletin-7-sept-2018.pdf
http://www.slaughterandmay.com/media/2536934/pensions-bulletin-29-june-2018.pdf
http://www.slaughterandmay.com/media/2537086/pensions-bulletin-28-sept-2018.pdf
http://www.slaughterandmay.com/media/2537063/pensions-bulletin-7-sept-2018.pdf
http://www.slaughterandmay.com/media/2537086/pensions-bulletin-28-sept-2018.pdf
http://www.legislation.gov.uk/uksi/2018/1030/contents/made
http://www.legislation.gov.uk/uksi/2018/1030/contents/made
http://www.slaughterandmay.com/media/2535689/pe-pensions-bulletin-19-august-2016.pdf
http://www.slaughterandmay.com/media/2537086/pensions-bulletin-28-sept-2018.pdf
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If you would like to find out more about our Pensions and Employment Group or require advice on a pensions, employment or employee benefits matters,
please contact or your usual Slaughter and May adviser.

© Slaughter and May 2019

This material is for general information only and is not intended to provide legal advice. 557683030
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