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Queen’s Speech: Pension Schemes Bill

As expected, the Queen’s Speech confirmed that 
the government will be introducing a Pension 
Schemes Bill (though political developments may 
hinder its progress)…. “To help people plan for 
the future, measures will be brought forward to 
provide simpler oversight of pensions savings. 
To protect people’s savings for later life, new laws 
will provide greater powers to tackle irresponsible 
management of private pension schemes.” 

According to the government’s Queen’s Speech 
briefing notes, the main elements of the Bill are:

— Providing a framework for the establishment, 
operation and regulation of Collective Defined 
Contribution schemes;

— Strengthening the Pensions Regulator’s 
powers and the existing sanctions regime. 
This will include introducing new criminal 
offences, with the most serious carrying a 
maximum sentence of seven years’ 
imprisonment and a civil penalty of up to 
£1 million;

— Giving the Regulator powers to obtain the 
right information about a scheme and its 
sponsoring employer in a timely manner, 
ensuring that it is able to gain redress for 
pension schemes and members when things 
go wrong;

— Providing a framework to support pensions 
dashboards, including new powers to compel 
pension schemes to provide accurate 
information to consumers. This will include 
provisions for the Regulators to ensure 
relevant schemes comply;

— Creating regulations to set out circumstances 
under which a pension scheme member will 
have the right to transfer their pension 
savings to another scheme;

— Improving the defined benefit scheme funding 
system by requiring a statement from trustees 
on their funding strategy; and

— Amending the legislation for the Pension 
Protection Fund compensation regime to 
enable the Fund to continue to apply the 
compensation regime as intended and amend 
the definition of administration charges.

Industry reaction

Various industry commentators have welcomed 
the proposals outlined in the Queen’s Speech. 
However, some disappointment has been voiced 
over the lack of any provision for a defined benefit 
consolidator or Superfund regime.

The Bill and a consultation on the content of the 
Scheme Funding Code are expected to be 
published shortly and we will provide further 
information when available.
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Occupational Pension Schemes (Governance) (Amendment) 
Regulations 2018: Impact on pension scheme governance

At the time of writing, we await the publication of 
guidance from the Pensions Regulator (TPR) on 
the application of the 2018 Governance 
Regulations. In a Press Release on 19 July 2019, 
TPR outlined its plan to consolidate all 15 of its 
current codes of practice to form a single, shorter 
code. Initial focus will be on those codes impacted 
by the new Governance Regulations – i.e. Code of 
Practice 9 on Internal Controls and Code of 
Practice 13 covering Defined Contribution 
schemes. A formal consultation is expected by the 
end of the year. 

The DWP published the Occupational Pension 
Schemes (Governance) (Amendment) Regulations 
2018 (the “Regulations”) in October 2018. These 
Regulations set out the legal framework for 
implementing IORP II in the UK.

The Governance Regulations amend the 
requirement for internal controls, as set out in the 
Pensions Act 2004. “Internal controls” per IORP II 
become “an effective system of governance”. 
Trustees must establish and operate an effective 
system of governance including internal controls. 
This system of governance must be 
“proportionate to the size, nature, scale and 
complexity of the activities of the occupational 
pension scheme”.

The Regulations require a code of practice to be 
issued that covers:

— The effective system of governance, including 
internal controls;

— Key functions, being risk management, 
actuarial and a function that internally 
evaluates the adequacy and effectiveness of 
the system of governance;

— Outsourcing of activities;

— Written policies in relation to key functions 
and outsourcing;

— Remuneration policies;

— Own-risk assessment of the system of 
governance;

— Benefit protection mechanisms e.g. the 
PPF; and

— Where ESG factors are considered in 
investment decisions how new or emerging 
risks are identified.

Schemes with less than 100 members will not be 
covered by the code of practice. They will 
nonetheless still have to have an effective system 
of governance.
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Occupational Pension Schemes (Governance) (Amendment) 
Regulations 2018: Impact on pension scheme governance (cont.)

The Regulations closely follow the governance 
requirements of the IORP in most respects with 
the notable exception of internal audit. The IORP 
explicitly states one of the key governance 
functions is internal audit. The Government’s 
approach to implementing this requirement is to 
refer to a function which “internally evaluates 
adequacy and effectiveness of the system of 
governance”, as mentioned previously. This will 
give TPR flexibility in implementing what could be 
a costly requirement. 

Whether schemes will be required to have a 
separate internal audit function independent from 
that of the employer remains to be seen, and 
whatever is eventually set out in the new code 
should align with the proportionate approach set 
out in the Regulations. Assurance over controls is 
a key governance requirement. If schemes are 
considering a review of their internal controls and 
processes, then it could be an opportune time to 
look at the systems in place and gauge what 
levels of assurance are currently being provided. 

The first own-risk assessment of a scheme’s 
system of governance must be prepared within 12 
months beginning with the last day of the first 
scheme year that begins after TPR has published 
the necessary code of practice, or if later, by the 
date on which the trustees are next required to 
obtain an actuarial valuation or an annual 
governance statement. Subsequent own- risk 
assessments must be prepared at intervals of not 
more than three years.

Trustees may wish to wait for the publication of 
the draft code, but in the meantime, it may be 
useful to review existing governance systems that 
are already in place against the high level 
requirements set out in the Regulations.
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TPR: New guidance on record-keeping

In September 2019, the Pensions Regulator (TPR) 
published their revised guidance on record-keeping, 
cracking down on poor standards and reiterating 
trustees’ responsibilities in relation to scheme data. 
The need for data quality standards to be a regular 
agenda item for trustees’ meetings is emphasised 
together with the possibility of regulatory 
enforcement where standards are not met. The 
consequence of inadequate record-keeping on 
members is also noted.

Trustees are expected to review scheme data 
regularly and will need to report their findings to TPR 
as part of their annual return. Data reviews should be 
ongoing and a continuous improvement plan put 
into place where failings are identified. Records must 
be kept for a minimum of six years.

Common data requirements (such as NI numbers, 
names, dates of birth) and scheme-specific data 
requirements (such as scheme type and design, 
member status and key events during membership) 
are clarified. Public sector requirements, where 
requirements for data records are set out in 
legislation, are discussed separately.

The guidance makes clear that trustees should not 
rely on the statutory audit to inform trustees about 
data standards.

Further guidance is provided on data measurement. 
Trustees should have robust agreements in place 
with their administrators which set out 
responsibilities in this area together with service 
level agreements (SLAs) for performance including 
regular reporting on the results of quality control 
checks.

Any consequent improvement plan put in place 
should set out expected outcomes, what needs to be 
done and include clear objectives with 
responsibilities and timeframes allocated to the 
scheme administrator where relevant. Data having 
the greatest impact on member benefits should 
be prioritised. 

Trustees should also review their administrator’s 
performance against their contract. This may be 
achieved through ensuring that administrators’ 
procedures manuals are kept up to date and review 
of administrators self reporting against agreed SLAs.

TPR’s guidance also looks at trustees’ data 
requirements from the sponsoring employer, noting 
that payroll information will need to be transferred to 
the scheme and that this is most efficiently done 
electronically. Risks associated with cyber security 
and GDPR considerations are covered, ensuring that 
trustees put in place appropriate and proportionate 
controls to mitigate these risks.

In addition, trustees should have an up to date and 
tested business continuity plan in place. This can be 
scaleable according to the complexity of the scheme 
and it should cover the operations of any 
outsourced function.

The new guidance highlights TPRs current drive to 
improve scheme data standards. However, it 
contains nothing radically new, essentially 
reiterating processes which should already be in 
place in a well run scheme.



7© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

TPR: Annual Funding Statement 2019

TPR published their Annual Funding Statement 
2019 in March 2019.

In summary, the 2019 statement outlines TPR's 
expectation that trustees should set a long-term 
funding target (LTFT) and a journey plan setting 
out how this will be achieved. The statement also 
indicates TPR’s expectations around the setting of 
an investment strategy which is consistent with 
the LTFT, together with their views on the 
employer covenant and funding.

TPR's new approach (to be clearer in their 
expectations, quicker to respond and tougher 
where required) will include contacting schemes 
where there are concerns on aspects of the 
funding and investment approach, particularly 
focused on equitable treatment of stakeholders 
and the length of recovery plans. The statement 
makes clear that, whilst not condoning late 
valuations, TPR's preference is for the best 
outcome for the scheme, rather than a compliant 
but sub-optimal result. A revised funding code is 
expected towards the end of 2019.

Trustees' approach to valuations is also 
discussed, highlighting the need for trustees and 
employers to agree a clear strategy for achieving 
a long– term goal balancing investment risk, 
contributions and covenant support. Consistent 
with IRM guidance, trustees should then set 
investment and funding strategies which follow 
journey plans towards the LTFT. Schemes should 
then be prepared to evidence how their shorter 
term strategies align with the LTFT. 

The Regulator will risk assess all valuation 
submissions using an integrated approach looking 
at the overall risk profile of a scheme including 
funding and investment strategies and risks 
relative to the sponsor and how those risks 
are managed. 

TPR's expectations are set out in a series of tables 
which are stratified depending on the funding, 
covenant strength and maturity of the scheme and 
contain detailed considerations of appropriate 
alternative actions for trustees, although it is 
recognised that alternative approaches may be 
preferable in certain circumstances.

Emphasis is placed on the need for equitable 
treatment of the scheme against other 
stakeholders, such as shareholders. Concern is 
raised about excessive dividend payments while 
recovery periods remain long and deficit recovery 
contributions modest.

Key principles behind an equitable balance 
between scheme funding and shareholder return 
are given:

— Where dividend and other shareholder 
distributions exceed Deficit Reduction 
Contributions (DRCs), short recovery plans 
and strong funding targets are expected.

— If the covenant is assessed as weak (or 
moving towards weak), it is expected that 
DRCs should be larger than shareholder 
distribution unless the recovery plan is short 
and the funding target strong.



8© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

TPR: Annual Funding Statement 2019 (cont.)

— If the covenant is weak and the scheme not 
supported, then shareholder distributions 
should have ceased.

In regard to length of recovery plans, the 
Statement clarifies that it will consider a period 
too long ‘if a relatively mature scheme with a 
strong employer has a recovery plan in excess of 
the average length for the universe of schemes 
(i.e. if, in this situation, a recovery plan is longer 
than the average).

Ultimately, TPR has power to intervene in a 
scheme’s funding strategy and valuation. Powers 
available when there is no agreement or when 
valuation assumptions appear inadequate include 
direction around how technical provisions should 
be calculated and any deficit funded. Other, more 
general, interventions may also be employed, 
such as supervision, improvement notices 
and penalties.

TPR's Annual Funding Statement has been 
welcomed by the industry noting particularly its 
tougher language, clarity and recognition of the 
need to balance calls on employer resources.
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TPR: Scheme Funding Analysis 2019: Tranche 12

In its 2019 annual update on funding statistics for 
UK defined benefit and hybrid schemes, TPR have 
published an analysis of Tranche 12 schemes (i.e. 
those with valuation dates between 22 Sept 2016 
and 21 Sept 2017). The last time these schemes 
were included in this analysis was in Tranche 9 –
three years previously. 

The analysis is based on over 1,880 valuations. 
Of these just under a quarter reported a surplus, 
averaging 109%, on a Technical Provisions (TPs) 
funding basis. Overall, the funding ratio for all 
schemes remained relatively unchanged, although 
the relative increase in Deficit Repair 
Contributions was 18% and the average extension 
to the recovery plan approximately 2 years. Assets 
and Technical Provisions (liabilities) grew by 29% 
on average although over half the schemes saw a 
worsening of deficits since their last valuation. 

Improved asset positions may have resulted from 
sponsor contributions and positive gains on 
investment over the period. Increases in liabilities 
may be a consequence of lower investment return 
assumptions in relation to earlier valuations 
driven by lower expectations affecting the 
discount rates used.

The study also notes that the ratio of TPs to 
buyout liabilities is inversely proportional to the 
strength of the employer covenant and that more 
mature schemes tend to have higher TPs relative 
to buyout liabilities.
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TPR Future – a new regulatory approach

In September 2018 the Pensions Regulator (TPR) 
launched a new approach to focus their regulatory 
supervision. Following a series of high profile 
cases questioning TPRs role in guiding and 
monitoring schemes facing challenges, this new 
approach emphasises the Regulator’s recent drive 
to provide clearer, quicker and tougher action. 
There is also recognition of the Regulator’s role as 
part of a wider framework of financial 
sector supervision.

The new approach, ‘TPR Future’, is designed to 
cover all types of scheme. It focuses on proactive 
engagement with a wider range of schemes and 
aims to provide clearer guidance about the 
Regulator’s expectations. While continuing to 
educate and support schemes, a tougher stance is 
introduced on those who are wilfully ignoring or 
avoiding responsibilities, with member protection 
remaining paramount.

‘TPR Future’, is formed of a three part 
programme. Phase 1 commenced in April 2018, 
establishing recommendations for change and 
recognising the significant changes to risks in the 
pensions landscape since the Regulator’s 
inception following the Pensions Act 2004. Phase 
2 builds on the recommendations of Phase 1, 
designing a new operating model linking statutory 
objectives, identified risks and the Regulator’s 
aspirations over a five year period.

The current initiative comprises Phase 3 of the 
programme involving establishment of a new 
operating model which will see action over the 
next 12 – 18 months. Identification and mitigation 
of ten key threats will enable identification of 
those areas where members face the greatest 
risks. Focus areas will be kept under regular 
review to ensure the list remains appropriate.

Four key areas form the basis of TPR’s new 
approach. These are noted as:

— Setting clear and measurable expectations

— Identifying risk early

— Driving compliance through supervision and 
enforcement and

— Working with others.

A select population of higher risk schemes will be 
subject to 1:1 regulatory supervision with a 
nominated TPR contact. These new measures are 
now being implemented for around 30 schemes. 
Additional and escalating regulatory effort will be 
focussed on schemes found not to be meeting 
TPR’s standards.

Different approaches to scrutiny will be tested 
depending on the risks identified and TPR have 
not ruled out issuing improvement plans 
where appropriate.
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TPR Future – a new regulatory approach (cont.)

A second strata of schemes will experience 
interactions based on a specific regulatory risk or 
issue, again making use of a range of possible 
interventions. These may vary from the 
appointment of a nominated TPR contact 
(maintaining looser contact with the scheme than 
for those schemes on the ‘1:1’ regime) to 
interactions based on letters, phone calls and 
participation in a thematic review. Responsive 
regulatory action will be taken where 
circumstances demand.

TPR emphasise that the new approach is not 
aimed at increasing use of their enforcement 
powers but rather encouraging schemes to 
engage and meet the required standards. All DB, 
DC and public sector schemes must complete a 
scheme return (the scope of which will evolve and 
may be followed by requests for follow up 
information); the level and degree of any further 
intervention will be determined by the regulatory 
risk identified. TPR anticipate that between 20 and 
40% of schemes will experience some form of 
further supervisory interaction through activities 
such as participation in focussed thematic reviews 
and responding to information gathering 
requests.

In order to deliver this new approach, TPR have 
engaged in a training programme for their staff. 

Implications

TPR began their horizon scanning contacting a 
range of schemes which were potentially at risk 
and requesting specified actions to mitigate 
identified risks. Use was made of risk assessment 
questionnaires to enable a view to be formed 
around the need for any further intervention. 
Trustees were targeted in an information 
campaign reminding them of their accountability 
for all areas of scheme operations, including 
continuity planning. Publication of compliance 
failures reinforces TPR’s zero tolerance towards 
poor governance.

As the new approach takes hold, TPR will publish 
updates on key achievements, continually review 
the effectiveness of their work and provide 
opportunities for industry feedback.

Conclusions

TPR will measure and track their success with the 
aim of providing credible and robust regulation in 
collaboration with industry partners. Members 
will benefit from increased assurance that 
workplace pensions are secure.
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GMP Equalisation

The GMP Equalisation Working Group (GMPEWG) 
published a call to action on 16 July 2019 
highlighting three key areas for schemes to focus 
on. These are: understanding and progressing 
GMP reconciliation and rectification, review of 
relevant data quality and management of 
impacted transactions. It goes on to suggest 
stakeholder collaboration, identification of 
scheme-specific aspects and identification of good 
practice. The Call to Action, which was welcomed 
by the Regulator, will be followed by further 
guidance. 

The recent High Court judgement in respect of the 
equalisation of GMPs for the Lloyds Banking 
Group has significant implications for scheme 
administration, funding and accounting for all 
defined benefit pension schemes with unequal 
GMPs for members who were contracted out 
between 17 May 1990 and 5 April 1997.

The ruling creates a legal obligation (from the 
date of the ruling 26 October 2018) on scheme 
trustees to equalise GMPs through other scheme 
benefits. Equalisation includes backdating of 
benefit adjustments and related interest to 17 May 
1990, subject to scheme rules which may have a 
6 year limit. Current estimates of the liability 
range from 0-4% (with a median of 0.7%) of 
scheme liabilities.

Under FRS 102 and the Pensions SORP, the 
obligation in respect of backdated benefits and 
related interest needs to be recognised as a 
liability in pension scheme financial statements 
for year ends after the judgement date or

disclosed as a non-adjusting post balance sheet 
event for financial statements with year ends 
before the judgement date and approved after the 
judgement date, subject to materiality 
considerations.

Trustees may wish to undertake an initial high 
level assessment of the likely liability with a view 
to undertaking detailed calculations only if the 
amount is not clearly immaterial. It may not be 
necessary for trustees to include immaterial 
amounts in the financial statements although they 
may choose to do so along with an explanation of 
their approach and accounting in the trustees’ 
report.

Trustees will want to consider the implications of 
the judgement for their scheme, seeking 
professional advice and considering in detail 
which equalisation method, of the several 
suggested by the court, will be applicable and the 
likely costs. This will include liaising with the 
employer.

The calculations involved will be complex and the 
detailed member information required may not be 
available in time for the preparation of the 
financial statements. In such cases (which are 
expected to be few in number) it may be possible 
to use other methods to obtain a view of the likely 
financial impact on the scheme. Note that the 
DWP published guidance on the use of GMP 
conversion legislation on 18 April 2019, which sets 
out how schemes could use GMP conversion 
legislation to equalise benefits.



13© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

GMP Equalisation (cont.)

Trustees should endeavour to determine a 
reasonable (best) estimate for the cost of 
backdated benefits and related interest for 
inclusion in the financial statements.

However, it is possible that calculations based on 
the agreed approach are not finalised at the time 
of preparing the scheme financial statements 
and/or detailed calculations have not been fully 
completed. If the trustees conclude that it is 
impossible to determine a reliable estimate and 
there are grounds to believe the amounts are 
likely to be material this should be disclosed in the 
notes to the financial statements and treated as a 
contingent liability (rather than an accrual or 
provision) and the scheme auditor will consider 
the impact of this on the audit report.

Schemes accounting for backdated GMP 
equalisation liabilities will need to consider 
whether the amounts should be accounted for as 
accruals or provisions (the latter requiring 
additional disclosure under FRS 102). This 
decision will be made on a case by case basis. 
Generally, the distinction is made based on the 
level of uncertainty surrounding the liability, 
which is much less for accruals than 
for provisions.

Both parties to the Lloyds case agreed that 
equalisation applies to benefits transferred in. In 
other words a receiving scheme will need to make 
good any inequalities in benefits arising from 
transfers in. Consideration of transfers out and

any de-minimis considerations was deferred to a 
further hearing. Buy-outs are unlikely to be 
affected by the ruling as the scheme has passed 
the legal obligation to make benefit payments to 
the buy-out provider and in many cases the 
scheme and sponsor may no longer be in 
existence. The liability to equalise will therefore 
fall on the buy-out provider.

Disclosures and balances included in the financial 
statements as a result of the GMP equalisation 
ruling will be subject to audit scrutiny. The nature 
and extent of audit work required will depend on 
the uncertainty and complexity of any estimates 
required and disclosures made.

Further guidance is available from PRAG, 
including suggested disclosures covering various 
scenarios. However, it is clear that early liaison 
between trustees, scheme auditors, scheme 
actuaries and the employer is key to assessing the 
implications and likely impacts on pension 
scheme financial reporting. For an outline of the 
wider considerations and possible trustee 
responses see the summary attached.

http://kpmgeu-mkt-stage1-res.adobe-campaign.com/res/kpmgeu_mkt_stage1/1e090a532b49cfae082c7492befb8482.PDF


14© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

Protecting Defined Benefit Pension Schemes: Government 
response to consultation 

Proposals for a stronger pensions regulator
In May, David Fairs (TPR) outlined The Regulator’s 
vision for a revised Code of Practice on Scheme 
Funding. The Regulator’s blog sets out the need for a 
long term view of funding and investment strategy, 
making a distinction between open and closed 
schemes and their differing maturity profiles. 
Emphasising that affordability is key, TPR will seek 
views on length of acceptable recovery plans in the 
context of strength of employer covenant, 
considering also the role of contingent support and 
investment strategy. TPR aim for the new code to 
provide a straightforward, fast track to 
demonstrating compliance whilst retaining flexibility. 
Two consultations are expected; the first focusing on 
options for DB funding framework and the second on 
the legislative package supporting it.

The above builds on the February 2019 Government 
response to its consultation following the 2018 White 
Paper ‘Protecting Defined Benefit Pension Schemes’. 
The response set out proposals to improve the 
Pensions Regulator’s (TPR’s) powers enabling it to 
be more proactive, have the necessary powers to 
obtain information in a timely manner, able to gain 
redress for members and to deter reckless behaviour.

The 2004 Pensions Act put in place certain 
safeguards to mitigate potential moral hazard 
resulting from the creation of the Pension Protection 
Fund (PPF). The current proposals revisit those 
safeguards in the light of experience to date. Whilst 
the majority of employers comply with their 
obligations, the Government intend to ‘put in place 
tougher, more proactive powers so that the

Pensions Regulator can intervene more effectively ‘. 
In outline, the key drivers of the new proposals 
are to:

— give TPR powers to punish those who are 
deliberately putting their schemes at risk and to 
obtain redress when losses occur;

— legislate to introduce further criminal offences 
for reckless behaviour and build on current 
provision for disqualification of directors; and

— work with TPR to strengthen the notifiable 
events framework and corporate transaction 
clearance procedures (whilst not imposing 
measures which could adversely impact 
business activity).

These proposals go hand-in-hand with TPR's new 
‘Future’ regime which introduces 1:1 supervision for 
a select group of schemes and increased regulatory 
intervention more generally.

TPR welcomed the new proposals, enabling it to 
have earlier and more effective intervention, if 
required.

Notifiable events
An enhancement to the notifiable events regime is 
planned to include notification of the sale of a 
material proportion of the business or assets of a 
scheme employer which has funding responsibility 
for at least 20% of the scheme’s liabilities and the 
granting of security on a debt to give it priority over 
debt to the scheme. The existing notifiable event of 
‘wrongful trading of the sponsoring employer’ will 
be removed.
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Protecting Defined Benefit Pension Schemes: Government 
response to consultation (cont.)

Further consultation will follow on the details and 
TPR will revise its Code of Practice and update its 
guidance on the notifiable events framework.

Declaration of intent
In relation to corporate transactions, the Government 
intend to legislate for the introduction of a 
Declaration of Intent by corporate planners with the 
intention that it will be shared with the trustees of 
the pension scheme and TPR. This is likely to be 
triggered by transactions such as the sale of a 
controlling interest in a sponsoring employer, the 
sale of the business of a sponsoring employer and 
the granting of security in priority to the scheme. The 
Government will work with TPR on the 
implementation of these proposals, including the 
timing for the Declaration to be made.

Penalties
The consultation also sought views on proposals to 
introduce a new civil penalty up to a max of £1 
million for a variety of serious breaches and new 
criminal offences.

Criminal sanctions are to be imposed for reckless 
mishandling of pension schemes endangering 
pensions (by, for example, allowing huge 
unsustainable deficits to build up or taking excessive 
investment risks) which will carry a custodial 
sentence and unlimited fine. Failure to comply with a 
Contribution Notice will attract an unlimited fine and 
civil proceedings.

Other measures
The Contribution Notice regime will be strengthened 
to give TPR more flexibility in implementation, a 
greater focus on risk to the scheme and to update 

the method of calculating the sum payable. 
The Financial Support Direction (which will become 
known as the Financial Support Notices [FSNs]) 
regime will be streamlined and it’s target group 
broadened to ensure pension obligations are met.

The Regulated Apportionment Arrangement (RAA) 
regime was also considered following proposals that 
TPR should become involved earlier in the process.

However, a risk was recognised in allowing a greater 
number of RAAs and this issue was noted for 
further consideration.

Consultation proposals included suggestion of a 
mandatory clearance procedure in relation to 
corporate restructuring activity. Current provisions 
for a voluntary process provide little incentive for 
employer engagement and the number of 
consultations has decreased markedly in recent 
years. The Government recognised that a mandatory 
process may result in disproportionate effect on 
normal economic activity and this concern was 
reflected in consultation responses. The Government 
have indicated that TPR should review its guidance 
on the clearance process in order to clarify its 
expectations and processes.

Further legislation will be introduced to give TPR 
additional powers in relation to interviews and 
inspections and to increase civil penalties in certain 
areas.

The Government intend to work closely with TPR in 
implementing all the measures proposed and to 
consult with stakeholders on the detail.
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TPR action plan: Scheme restructuring

In April 2019, the Regulator (TPR) published an 
action plan resulting from the findings of an 
independent review which it commissioned 
following the British Steel Pension Scheme 
restructuring exercise. The review made a number of 
recommendations to assist with savers’ decision 
making regarding transfers out of defined benefit 
(DB) schemes.

The proposed actions, allocated between TPR, the 
FCA and the Money and Pensions Service (MaPS), 
fall under five headings.

Legislative changes

Actions include discussion with DWP around 
simplification and TPR powers to intervene in 
consultations on restructuring.

Early intervention and intelligence sharing

The review’s recommendations included continued 
collaboration between TPR, the FCA and MaPS with 
input from the PPF also suggested, with each 
organisation having a defined role and remit while 
still ensuring a joined up approach.

Guidance for trustees facing restructure 
or changes

The recommendations charge TPR with development 
of several pieces of guidance looking at best 
practice, warning signs and stages of restructuring. 
TPR are also charged with considering the 
dissemination of any materials and providing 
guidance not as to minimum standards but 
demonstrating ‘what good looks like’. This is to be 
addressed by a cross party working group.

Message content, clarity and channels

The expansion of TPRs duties to include a duty to 
communicate effectively with trustees is also 
considered. The production of a good 
communications guide is suggested with use to be 
made of digital channels (after checks made that 
there are no restrictions over their use) and 
consistent messaging across the relevant industry 
bodies. The review highlights that key points 
requiring member communications should be 
identified. While recognising that all restructurings 
will differ, the review suggested that some standard 
wording examples should be possible. These issues 
will be addressed by the cross party working group. 
The impact of GDPR on the proposed 
communications is being assessed.

Cash transfers out of DB schemes

Emphasis is placed in the review on guidance and 
support available to members considering 
transferring out of DB schemes, including 
explanation of the risks involved. This 
recommendation will be addressed by the cross 
party working group.

The standard of the TPR and MaPS directories of 
advisers is also discussed, with consideration given 
to the feasibility of appointing a panel of advisers. 
Work on this area has already begun.

Together with the above recommendations, 
collaboration between the FCA, TPR and MaPS is 
highlighted as a means of improving the quality of 
support available to scheme members during the 
often complex and confusing process of scheme 
restructuring.
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Trustees’ investment duties 

Since1 October 2019 trustees have had to update 
their Statement of Investment Principles (“SIP”) to 
take account of the requirements of the new 
Investment Regulations. These changes will have 
meant a real engagement with responsible 
investment – trustees of pension schemes, as 
institutional investors, have an important role to 
play in the oversight of companies in which their 
schemes are invested. As Guy Opperman said at 
the beginning of October, “Pension funds are a 
powerful weapon against climate change”.

The Pensions Regulator (“TPR”) published revised 
investment guidance for defined contribution 
schemes back in June 2019, and more recently 
followed up with guidance for defined benefit 
schemes in September 2019. The guidance 
reflects the changes to the legislation and is 
intended to provide clarity around financially 
material considerations and non-financial factors, 
stewardship and the implementation statement. 
TPR would also like to see trustees adhere to the 
principles of the UK Stewardship Code if not 
already doing so. 

The DWP have also released an updated Fact 
Sheet on the Shareholder Directive II, which 
clarifies what trustees need to do and when they 
need do it (The new requirements of these latest 
Regulations (“2019 Regs”), combined with the 
2018 requirements (“2018 Regs”) are set out 
overleaf in tabular form for clarity.) 

Background

On 6 June 2019, the Government published the 
Occupational Pension Schemes (Investment and 
Disclosure) (Amendment) Regulations 2019, 
transposing the requirements of the Shareholders 
Rights Directive (SRD II) into law. The Regulations 
came into force on 30 September 2019 and are 
aimed at improving transparency of information 
on how trustees engage with their fund managers 
as shareholders and encouraging trustees to 
adopt a more long-term focus in their investment 
strategies. Much of the legislation builds on steps 
already taken in the UK to improve the 
stewardship and governance of pension schemes. 

SRD II encourages the adoption of a more long-
term focus on investment strategy, not just 
considering climate and related issues, but also 
stepping up transparency of stewardship activity.

These latest requirements are in addition to the 
increased disclosures introduced in September 
2018 (“2018 Regs”)and involve much more detail 
for trustees to obtain. 

Further to the introduction of SRD II into UK law, 
the FCA have introduced new disclosure 
requirements for asset managers and owners. 
FCA PS19/13 “Proposals to promote shareholder 
engagement” sets out the following:

https://www.legislation.gov.uk/uksi/2019/982/introduction/made
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017L0828&from=EN
https://www.fca.org.uk/publication/policy/ps19-13.pdf
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Trustees’ investment duties (cont.) 

— Life insurers and asset managers must 
publish their engagement policy and annual 
information on how it has been implemented, 
or explain publicly why they are not doing so.

— Life insurers must disclose, on an annual 
basis, their arrangements with asset 
managers, how the main elements of their 
equity investment strategy are consistent with 
the profile and duration of their liabilities, and 
how these elements contribute to the medium 
to long term performance of their assets.

— Asset managers must provide information to 
asset owners, including how their investment 
strategies contribute to the medium to long 
term performance of the assets.

Having updated their SIP, trustees should now 
start to consider the requirements for the first 
implementation statement. It is vital for trustees to 
understand and comply with these Regulations as 
failure to do so will be a significant breach of legal 
and regulatory duties. With expected close 
scrutiny of scheme SIPs, trustees should also 
consider any impact on reputation if their SIP falls 
below the required standard. Trustees should also 
prepare themselves for questions from members 
once the first implementation statements 
are published.
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Trustees’ investment duties (cont.) 

Effective date Requirement Schemes effected

Before 1.10.2019

(2018 Regs)

— Update SIP to set out how trustees take account of financially material considerations over the appropriate time horizon;
— State the extent (if at all) to which non financial matters are taken into account in the selection, retention and realisation 

of investments;
— Policies in relation to the stewardship of the scheme’s investments, including engagement with investee firms and exercise of voting 

rights associated with the investment; and
— Optional policy including not only members’ ethical concerns, but also social and environmental impact matters and quality of

life considerations.

All schemes with 100+ 
members (DC schemes 
<100 must have a default 
SIP covering the first 2 
points) 

From 1. 10.2019 
(2018 Regs)

— Publish SIP on a publicly available website and inform scheme members of its availability in their annual benefits statements. DC schemes

From 1.10.2020
(2018 Regs)

— Produce and publish an implementation statement (included in the annual report) setting out the extent to which the SIP has been 
followed. This must be published online and members made aware of its availability in their annual benefit statements.

Note: DWP Guidance states that the implementation statement should be included in an annual report produced from 1 
October 2020 and published online from that date. Assuming the link is to the first annual report prepared after that 
date, as an example: for a scheme year end 31 December 2020, the scheme would require an implementation statement 
to cover that same period and be published online once the annual report is final and signed, i.e. by 31 July 2021. 

DC schemes

By 1.10.2020
(2019 Regs) 

Provide additional information in the SIP on engagement activities, including trustees’ methods of monitoring and managing capital 
structure and actual / potential conflicts of interest. 
The SIP to include a policy in relation to the trustees’ arrangement with any asset manager, setting out the following matters or 
explaining the reasons why any of the following matters are not set out:

i. How the arrangement with the asset manager incentivises the asset manager to align its investment strategy and decisions with
trustees’ policies; 

ii. How that arrangement incentivises the asset manager to make decisions based on assessments about medium to long-term 
financial and non-financial performance of an issuer of debt or equity and to engage with issuers of debt or equity in order to 
improve their performance in the medium to long-term;

iii. How the method (and time horizon) of the evaluation of the asset manager’s performance and the remuneration for asset 
management services are in line with trustees’ policies;

iv. How the trustees monitor portfolio turnover costs incurred by the asset manager, and how they define and monitor targeted 
portfolio turnover or turnover range; and

v. The duration of the arrangement with the asset manager.

DB & DC schemes

By 1.10.2020
(2019 Regs)

— Publish SIP online. DB schemes

By 1.10.2021 
(2019 Regs)

— Produce an implementation statement, which explains how and the extent to which the trustees have followed their engagement 
policies and describes the voting behaviour by or on behalf of the trustees (including the most significant votes cast by trustees by or 
on their behalf) during the year and state the use of the services of a proxy voter during the year. 

DB & DC schemes (DC 
schemes expanding their 
report from 2018 Regs)

By 1.10.2021 
(2019 Regs)

— Publish implementation statement (see above) on a publicly available website. DB schemes
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Standards for professional trustees of occupational 
pension schemes

The new accreditation regime for professional 
standards was due to come into effect from 1 July 
2019, however, the Association of Professional 
Pension Trustees (APPT) announced earlier this 
month that there would be a delay until later this 
year. The new Standards apply to anyone falling 
within TPR’s description of a professional trustee-
with the aim of improving the functioning of the 
market and improve member outcomes and 
pension scheme governance.

The Standards are set out in three Schedules: 
General Standards; Standards relating specifically 
to chairing a trustee board or assisting the chair of 
a trustee board and additional Standards for 
professional trustees who act as a sole trustee.

The standards set out in Schedule 1 cover the 
following areas:

1. Fitness and propriety;

2. Expertise and care;

3. Professional development;

4. The role of the professional trustee on a 
trustee board;

5. Behaviours and skills; and

6. Conflicts of interest.

There are additional Standards for scheme chairs 
(including how to lead, negotiate and achieve a 
consensus) and for those professional trustees 
who act as sole trustees (for example demonstrate 

appropriate mitigation of risks surrounding sole 
trusteeship and peer review of key decisions). 
Professional trustees who act as chairs must meet 
the standards set out in Schedule 1 as well as 
those set out in Schedule 2. Examples include 
where a professional trustee is chair of a defined 
benefit scheme, he/she must ensure that effective, 
timely advice is obtained for key issues faced by 
the scheme, and that the whole board 
understands and debates those issues. 

Schedule 2 sets out the roles and qualities 
expected of a professional trustee chair.

Where a professional trustee is not the chair, 
he/she should assist the chair in meeting 
the standards.

Schedule 3 sets out additional standards for 
professional trustees who act as sole trustee. 
The Schedule requires that the sole trustee must 
ensure certain controls and procedures are in 
place in their firm:

— Appropriate governance arrangements to 
mitigate the additional risks and 
responsibilities associated with 
sole trusteeship;

— Formal written procedures for fraud 
prevention, maintenance of continuity of 
service and peer review of key decisions;
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Standards for professional trustees of occupational 
pension schemes (cont.)

— Annual provision of Audit and Assurance 
Faculty (AAF) 02/07 reports; and

— A process to ensure there are a minimum of 
two accredited professional trustees from the 
trustee firm, directly responsible for each sole 
trustee appointment. Together, the individuals 
involved in the decision-making should, as far 
as possible, offer diversity of skills, experience 
and perspective.

The accreditation process will involve an initial 
qualification followed by an annual renewal for 
professional trustees to demonstrate that they 
continue to meet the Standards. The Council of 
the Association of Professional Pension Trustees 
will be responsible for maintaining the standards, 
and overseeing the accreditation framework, 
which will be run by the PMI. The Regulator has 
published a consultation – “Future of trusteeship 
and governance” – which considers whether 
those managing schemes have the right 
knowledge, understanding and skills, and whether 
there should be a legislative requirement to 
demonstrate a minimum level of TKU. This is 
discussed in a separate article overleaf.



22© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

TPR Consultation: ‘Future of trusteeship and governance’

The Pensions Regulator issued a consultation 
paper on the “Future of trusteeship and 
governance”. This concerns both DB and DC 
schemes. TPR have been actively soliciting 
industry response to the proposals in a series of 
public meetings.

The paper summarises key aspects of TPR’s 
recent research into governance arrangements, 
with proposals reflecting its finding that there are 
still large numbers of schemes – especially small 
DC schemes – failing to meet adequate standards. 

1. Trustee knowledge and understanding, 
skills and ongoing learning and 
development

Research findings show that:

— Most medium-sized and large schemes met 
TKU standards, compared to just under a 
quarter of small and less than a fifth of 
micro schemes;

— 58% of DB trustees and 48% of DC trustees 
assessed new trustee fitness and propriety;

— Only 34% of micro and 44% of small DC 
schemes reviewed provider performance; and

— 66% of schemes not having trustee training 
plans and 68% of those not assessing the 
fitness and propriety of trustees justified this 
as not being relevant to a scheme like theirs 
(e.g. the scheme was too small).

The paper considers whether those managing 
schemes have the right knowledge, understanding 
and skills, and whether there should be a 
legislative requirement to demonstrate a 
minimum level of TKU. TPR suggests that trustees 
should be able to demonstrate a minimum level of 
annual ongoing learning through formal CPD-type 
training and seeks views on what that level should 
be.

The paper also proposes a revised TKU Code of 
Practice to demand higher TKU levels from all 
professional trustees (not just those with 
accreditation).

There is some acknowledgement that TPR needs 
to improve in communicating its own issues, 
noting in particular that its current, voluminous 
learning material may be discouraging 
engagement amongst time-poor trustees. The 
issue is more pronounced where trustees of small 
and micro schemes are concerned. To deal with 
this, TPR will adopt a more directive style of 
communication with this group – clarifying 
priorities and setting out simple steps for 
complying with good governance fundamentals. 
TPR will actively encourage consolidation in 
schemes where trustees persistently fail to meet 
expected standards.
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TPR Consultation: ‘Future of trusteeship and governance’ (cont.)

2. Scheme governance structures for 
effective decision-making

Research findings indicate:

— The gap between men’s and women’s 
pension income is nearly 40% (nearly twice 
the gender pay gap);

— Women aged 50 have on average only 
accrued half the private pension savings of 
men; and

— Those who are disabled or from a BAME 
background have poorer pension outcomes 
than other workers.

Citing evidence that diverse groups are more 
effective at making decisions, the paper looks at 
ways to improve trustee board diversity and to 
ensure that boards have the right mix of skills, 
knowledge and understanding for running the 
scheme. Whilst it rejects the notion that any form 
of quota system should be applied, it does 
propose a new legislative requirement for 
schemes to report on the steps they are taking to 
ensure the pension board has the necessary 
diversity of skills and reflects the membership of 
the scheme.

The paper moots the idea of an industry working 
group to gather and share tools, guidance and 
case studies which would help boards increase 
the pool of potential trustees who can offer 
diversity of backgrounds and skills.

TPR states its aspiration to see an accredited 
professional trustee on every board and, going 
beyond that, questions whether appointment of a 
professional trustee should be made compulsory.

Regarding sole trustees, however, TPR expresses 
some concerns – notably that employers may 
believe a sole trustee arrangement will help them 
to negotiate an employer-friendly funding 
agreement but also that sole trusteeship loses the 
advantages of board diversity and saver 
representation. The paper seeks views on this.

3. Driving DC scheme consolidation

Research findings reveal:

— Almost three-quarters of trustee boards of 
micro schemes and more than half of small 
schemes reported that they do not meet any 
of the 5 key governance requirements (KGR) 
applicable to them; around only a tenth of 
small schemes and micro schemes reported 
meeting two or more KGRs;

— 57% of schemes not having a good 
understanding of their service providers and 
90% of those not monitoring delegated 
activities justified this as not being relevant to 
a scheme like theirs (e.g. the scheme was too 
small); and

— General performance of small and micro DC 
schemes has not improved significantly 
since 2015.
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TPR Consultation: ‘Future of trusteeship and governance’ (cont.)

Schemes that fail to achieve adequate standards 
of trusteeship and governance will face 
enforcement action or be actively encouraged to 
wind up. To help achieve this, TPR is considering 
ways to remove barriers to consolidation such as 
enhanced characteristics and guarantees (e.g. 
with-profits funds and guaranteed annuity rates), 
and some practical issues for very mature 
schemes. Initially, however, it will focus on 
encouraging consolidation in failing schemes that 
do not have these characteristics.

Given that around 40% of DC schemes do include 
some with-profits investment, approaches for this 
group could include:

— Moving savers without guarantees into a new 
scheme, whilst retaining those savers who 
have guarantees;

— Assigning policies with guarantees to 
individual savers without crystallising their 
benefits (so they have an identical policy that 
is no longer written under trust); and

— Compensating savers who surrender 
guarantees via increases in pot size.

TPR supports the DWP’s proposal for schemes to 
have a triennial statement on whether they should 
consolidate into a larger scheme and suggests 
that best practice would be for schemes to 
consider this at least annually, as part of their 
value for members’ assessment.

The consultation closed on 24 September 2019. 
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DC Update

TPR Investment guidance

In June 2019, the Regulator issued a revised Investment 
Governance Guide to sit alongside its Code of Practice 
13: Governance and administration of occupational trust 
based schemes providing money purchase benefits. 
David Fairs, Executive Director of Regulatory Policy, 
Analysis and Advice at TPR, said “Climate change is a 
core financial risk which trustees will need to consider 
when setting out their investment strategy. They will be 
obliged to show how they are taking this and other 
financially material considerations into account over the 
lifespan of investments.

“This guidance provides updates as well as clarity for 
trustees, including considerations when planning 
scheme investments.”

The guidance has been updated to reflect the changes to 
the Investment Regulations from October 2019 and the 
new disclosure requirements for the statement of 
investment principles. 

The guidance provides clarity on “financially material 
considerations” and on the preparation of the new 
implementation statement, which comes into effect from 
October 2020 for DC schemes. 

[See also our earlier article on “Trustee investment 
duties”.] 

Cost transparency

In a press release from the PLSA on 5 September 2019, 
it was announced that ten of the largest pension 
schemes have written a joint letter publicly endorsing 
the Cost Transparency Initiative, and setting out their 
intent to use the new standards.

On 21 May 2019, the Cost Transparency Initiative (“CTI”) 
launched its new costs and charges templates and 
guidance for asset managers. The independent group, 
supported by the PLSA, the IA and the Local 
Government Pension Scheme Advisory Board, began 
the project in November 2018, following proposals 
originally outlined by the Institutional Disclosure 
Working Group (IDWG). 

The expectation is that the tools will be used by asset 
managers to report costs and charges in a standardised 
format. This will then enable trustees to make 
comparisons across both investment managers and 
asset classes. For defined contributions schemes, not 
only will the standards be helpful in providing the costs 
and charges information for the chair’s statement, but 
also these enhanced disclosures will allow scrutiny and 
challenge by trustees – particularly of use in their 
objective to demonstrate value for members. 

CTI expects trustees to engage “immediately” with their 
asset managers – aiming to report using the new 
templates for December 2019 and April 2020 year-ends. 
The Government strongly encourages adoption of the 
templates – stating that if not taken up voluntarily, it will 
introduce legislation to force the industry to adopt 
the standards.

Available on the PLSA website at the link below, users 
will have access to a range of guidance: a User 
Summary; the Main Account Template (the main cost 
disclosure template to be completed by asset managers) 
and the Private Equity Sub-template (which schemes 
can also use for private debt instruments). 

The website also contains a “How To” Guide, Glossaries 
and FAQs to help in the adoption of the new standards. 
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DC Update (cont.)

The CTI plans to review take up of the templates at the 
end of the reporting period in April 2020. 

For more information and to access the templates and 
guidance, click here. 

Pooled funds disclosure

As part of the Government’s continued drive to improve 
transparency, more disclosure is now required for 
pooled funds.

From 6 April 2019, those schemes required to produce a 
chair’s statement must comply with new measures 
relating to the disclosure of information on a scheme’s 
pooled funds.

Trustees need to provide the name of the top level funds 
in which members are invested in, together with their 
ISIN numbers. 

Trustees may provide this information as at the date of 
request, OR, if there has been no change to the 
members’ investment options on another date from up 
to 6 months earlier. This means that for the most part, 
trustees will be permitted to update pooled fund 
information on a 6-month cycle. Trustees must inform 
members in their annual benefit statements that 
information about the funds in which they are directly 
invested is available on request.

Default arrangements

Trustees are required to review their default strategy at 
least every 3 years or promptly after a significant 
change in policy. On 11 June 2019, TPR announced a 
new drive to ensure trustees are meeting their legal 
obligations concerning default arrangements. The 
Regulator has contacted a significant number of trustees 
(over 500) and asked for confirmation that they have 
reviewed their default funds.

David Fairs, Executive Director of Regulatory Policy, 
Analysis and Advice of TPR, said “We are working to 
wake up those trustees who, research has shown us, do 
not engage with the regulator or sometimes do not 
realise they are not meeting standards of governance or 
administration that we expect.”

“This pilot is among some of the things we are doing as 
part of a new approach to contact trustees about their 
legal duties, support them to become compliant where 
we can and inform them about the alternatives –
including winding up their scheme – if they do not or 
cannot meet the standards which we expect.”

Chair’s statements

Following fines recently issued to two schemes which 
were held up by the First-Tier Tribunal, TPR recently 
issued a warning to trustees that they must produce 
legally-compliant chair’s statements or face 
the penalties. 

TPR expect trustees to not only state whether or not 
compliance has been achieved, but also to include an 
explanation of the measures taken to achieve 
compliance and how trustees have reached the 
conclusion that they do comply. The content in the 
statement must be backed up by documentary evidence, 
and although this does not need to be appended to the 
statement, there must be a clear audit trail. TPR will 
continue to scrutinise the contents of chair statements 
carefully, confirming that for those schemes producing 
non-compliant statements, the scheme name will be 
published on the regulator’s website. 

Trustees should refer to TPR’s Quick Guide and 
Technical Appendix for guidance on what the 
expectations are for the content of the statement and 
examples of some common mistakes

https://www.plsa.co.uk/Policy-and-Research-Investment-Cost-Transparency-Initiative
https://www.thepensionsregulator.gov.uk/-/media/thepensionsregulator/files/import/pdf/chair-statement-quick-guide-new.ashx
https://www.thepensionsregulator.gov.uk/-/media/thepensionsregulator/files/import/pdf/chair-statement-quick-guide-appendix.ashx
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TPR: DC trust based pension schemes research 2019 

The 2019 Defined Contribution (DC) Pension Scheme 
Survey conducted by OMB (a research company) on 
behalf of The Pensions Regulator (TPR) was 
published in August 2019 and covers research 
conducted between January – March 2019.

The research is based upon Code of Practice 13 and 
references five key governance requirements (KGRs):

— KGR1: Trustee boards must possess or have 
access to the knowledge and competencies 
necessary to properly run the scheme;

— KGR2: Trustee boards must assess the extent to 
which charges / transaction costs represent good 
value for members;

— KGR3: Core scheme financial transactions must 
be processed promptly and accurately;

— KGR4: Trustees of master trusts must meet 
independence requirements; and

— KGR5: Trustee boards must ensure the default 
investment strategy is suitably designed for 
their members.

The objectives of the study were to measure the 
extent to which schemes were meeting the above 
KGRs and TPRs expectations set out in the Code of 
Practice and monitoring any change.

The 2019 survey included new areas of questioning, 
including climate change, winding up and cyber 
security. 

Key points:

— Overall, 71% of members were in a scheme that 
met all of its applicable KGRs. This compares to 
54% in 2018 and 32% in 2017;

— At least 90% of members were in schemes 
meeting each of KGR 1, KGR 4 and KGR 5;

— Compared with 2018 there was a large increase 
in the proportion of members in schemes 
meeting KGR 3 but a decrease for KGR 2 and 
KGR 5;

— All master trusts (100%) met two or more 
applicable requirements, compared to 84% of 
large, 64% of medium, 15% of small and 12% of 
micro schemes; 

— Most master trusts, large and medium schemes 
met the KGR on trustee knowledge and 
understanding but assessing value for members 
was challenging for all sizes of scheme; and

— With regards to the new area of cyber security, 
three-quarters of schemes reported that they 
had more than half of the expected cyber 
security controls in place, and one in seven 
reported experiencing some form of cyber attack 
or breach in the previous year.

As expected, there was a strong correlation between 
scheme size and the number of requirements being 
met, with the small and micro sized schemes falling 
behind in a number of key areas. This report sits 
against the backdrop of the recently issued TPR 
consultation on the future of trusteeship which looks 
at improving governance, diversity and 
consolidating the smaller schemes who fail to 
achieve adequate standards of trusteeship and 
scheme governance. (See earlier article)
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CMA Order: DWP and TPR Consultations 

Background

Following conclusion of the Competition and 
Markets Authority (CMA) investigation into the 
investment consultancy and fiduciary 
management market, the Investment Consultancy 
and Fiduciary Management Market Investigation 
Order 2019 (“ the Order”) was published on 
10 June 2019.

The findings from the investigation were 
confirmed and for both investment consultancy 
(“IC”) and fiduciary management (“FM”), 
significant concerns were revealed:

— that there is a low level of engagement 
by trustees;

— that there is a lack of clear and comparable 
information available for trustees to assess 
value for money; and

— trustees and sponsors were often influenced 
by their existing investment consultants to 
use their own fiduciary management services 
(generally at a higher fee).

The Order aims to encourage trustees to improve 
engagement with their investment consultants 
and fiduciary managers, as it found that the more 
engaged trustees were, both in terms of 
investment strategy and their governance 
structures, the better decisions tended to be made 
on costs and values.

The Government accepted the recommendations 
of the CMA, and as the next stage of the process, 
have issued a consultation paper putting forward 
proposals to amend current legislation to bring in 
certain remedies of the Order into pension law. 
Proposed remedies
The CMA Order put forward a number of 
“remedies” and the Government is seeking 
opinions on amending the regulations, having 
welcomed the final report. The remedies to be 
integrated into the regulations are that trustees:
— Conduct mandatory competitive tendering of 

fiduciary management services (Remedy 3); 
and

— Set objectives for their scheme investment 
consultant (Remedy 7). 

The proposals also include enabling The Pensions 
Regulator (TPR) to oversee the new duties on 
trustees. TPR also accepted the recommendation 
that it would produce guidance to help trustees 
comply with the new requirements. 
Key points
1. Mandatory tendering for fiduciary 

management services:
Trustees will need to carry out a competitive tender 
(i.e. three or more competitive bids) if they intend to 
use fiduciary management services for at least 20% 
of assets (excluding buy-in policies from the 
calculation). Transitional provisions apply where a 
fiduciary manager has already been appointed. Note 
for sectionalised schemes, the 20% is calculated 
based on asset values of the whole scheme. 
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CMA Order: DWP and TPR Consultations (cont.)

2. Setting objectives for investment consultancy:

Trustees will be required to set objectives with 
their investment consultant to take account of the 
scheme statement of investment principles (SIP); 
review performance of the investment consultant 
at least annually and review objectives at least 
every three years and without delay after any 
significant changes in investment policies. 

The role of TPR

The regulations will enable TPR to oversee the 
applicable remedies and carry out monitoring, 
compliance and enforcement activity.

Information will be reported via the existing 
scheme return process. 

The CMA report recommended that TPR produce 
guidance for trustees, and on 31 July 2019 the 
watchdog published a consultation on four draft 
guides to help trustees to comply with their 
new duties:

— draft guide to tendering for fiduciary 
management services

— draft guide to tendering for investment 
consultancy services

— draft guide to setting objectives for providers 
of investment consultancy services

— draft guide to choosing an investment 
governance model 

A trustee guide to: Tendering for fiduciary 
management services

As part of the CMA investigation, it was found that 
when trustees first moved into fiduciary 
management, they were often guided towards 
fiduciary services offered by their own investment 
consultant. Costs could be much higher, and 
without the availability of clear information on 
charges and fees involved, trustees would not 
generally engage in a tender exercise, but 
automatically appoint the investment consultants’ 
fiduciary manager. In addition, the costs involved 
in changing from one fiduciary to a new fiduciary 
manager were found to be high and it was often 
difficult to identify if the scheme would benefit 
from switching adviser.

The guide outlines the benefits of running a 
structured and documented tender exercise, 
details the legal duties of trustees during the 
process for new and existing mandates, and the 
different approaches that can be taken to fiduciary 
management. The more engaged the trustee, the 
more likely to obtain better terms from the service 
provider and pay lower fees and charges. The 
guide also covers possible conflicts of interest to 
consider and whether to use a third party 
evaluator in the tender process. 

Key principles of a competitive tender are set out 
to help trustees appoint the most appropriate 
service provider to meet the scheme needs:

1. Set objectives
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CMA Order: DWP and TPR Consultations (cont.)

2. Seek advice and consider if trustee needs a 
third party to assist in the project

3. Understand the full range of market 
opportunities 

4. Select a longlist of potential providers

5. Agree criteria for selection

6. Issue invitations to tender

7. Assess bids, comparing estimated costs and 
charges(a) and then select a short list

8. Invite short list to present

9. Site visits

The guide also sets out an illustrative example 
where the trustees of a scheme engage a third 
party to run the tender process together with a list 
of example topics to consider as part of 
the exercise. 

Note: (a) The fiduciary managers subject to the CMA Order must 
report the total annual costs and charges relating to the 
service they are proposing – expressed as a % of assets 
under management and as a cash value. 

A trustee guide to: Tendering for investment 
consultancy services

This guide provides practical information and key 
matters to consider if the trustees are planning to 
run a tender for investment consultancy services. 
Depending on the governance structure and 
available investment expertise, trustees should 
consider what delegations would be 
most appropriate. 

As with the guide to tendering for fiduciary 
management services, TPR provides an illustrative 
example of a scheme undertaking a 
tender exercise. 

A trustee guide to: Setting objectives for 
providers of investment consultancy 
services 

The Order requires that trustees set strategic 
objectives for providers of investment consultancy 
services and TPRs guide sets out practical 
guidance on setting those objectives, trustees 
making it clear which services they wish to 
outsource.

The view is that by putting objectives in place, 
trustees will be better positioned to obtain value 
for money, and can also enable them to identify 
and manage areas of poor performance. 

Trustees must ensure that they understand the 
legal definition of what constitutes investment 
consultancy services, as only those captured in 
law will trigger the requirement to set objectives. 
However, TPR does encourage trustees to set 
objectives for all additional services the scheme 
receives. The guide provides a list of typical DB 
and DC services, together with case studies for 
trustees to consider.
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CMA Order: DWP and TPR Consultations (cont.)

A trustee guide to: Choosing an investment 
governance model

This governance model guide focuses on both 
investment consultancy and fiduciary models, 
setting out considerations to help trustees to 
determine the most appropriate for their scheme. 
Having a clearly determined governance model in 
place ensures timely decision-making, access to 
appropriate advice and the efficient 
implementation of scheme strategy.

An example investment consultancy model is 
included in the guide, set out in tabular form 
listing activities and responsibilities of trustees, 
the investment consultant and asset manager(s). 
The guide goes on to cover key matters for 
trustees to consider before choosing a model, and 
sets out key questions to ask when the model is to 
be reviewed.

Setting investment beliefs and objectives are an 
essential part of the governance process, as well 
as ensuring measures are in place to manage any 
conflicts of interest. 

As with the other three guides produced, TPR 
have provided a number of examples to further 
assist trustees. 

Concluding comments 

Generally, the requirements introduced by the 
Order have been well received by the industry, 
and trustees should now feel encouraged to shop 
around. If they have not already done so, trustees 
should start to consider their new responsibilities

where applicable, with a focus on what they are 
really trying to achieve 

TPRs Executive Director of Regulatory Policy, 
Analysis and Advice David Fairs said: "Investment 
consultants and fiduciary managers can play an 
important role in helping trustees manage scheme 
investments effectively to get the best possible 
outcomes for savers. The CMA report found that 
when trustees tendered for services and reviewed 
the performance of their investment advisers, they 
were more likely to receive a better-quality service 
and better value for money. This is the chance for 
trustees and other parts of the industry to have 
their say on the guidance we have drafted to 
support the new rules.”

The Consultation was aimed at trustees, 
providers, scheme members and beneficiaries, 
and “any other interested stakeholders” and ran 
to 2 September 2019. HM Treasury are to consult 
later in 2019 on extending the reach of the FCA to 
include all the main activities of investment 
consultancy. In addition, the FCA plan to consult 
on bringing the remedies set out in the Order into 
its Handbook.

The aim is for the revised regulations, The 
Occupational Pension Scheme (Governance and 
Registration)(Amendment) Regulations 2019 to 
come into force from 6 April 2020. Note however, 
that as the CMA Order takes effect from 10 
December 2019, pension scheme trustees will 
need to comply from this earlier date during the 
interim period.
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TPR Regulatory strategy – Achievements and 
future developments

TPR published its Annual Report and Accounts for 
2018-19 on 18 July 2019, highlighting key 
outcomes on strategic themes and headline 
statistics around regulatory activities. The report 
highlights that TPRs new operating model has 
allowed for a more significant impact on both 
scheme and employer activities and more 
proactive interaction, allowing it to extend its 
reach in connection with an enhanced range 
of risks.

In a year encompassing the introduction of TPRs 
clearer, quicker, tougher regulatory approach and 
the establishment of master trusts (a market now 
providing retirement provision to 14 million 
savers), the report notes significant increases in 
the number of regulatory interventions (use of 
frontline powers increasing by a third), regulatory 
cases increasing by a quarter, increased trustee 
appointments and fines issued for non-
compliance with automatic enrolment 
requirements.

In a snapshot, the report, for the year ended 31 
March 2019, outlines, inter alia, the following 
activity of the Determinations Panel:

— 3 master trusts authorised,
— appointment of 7 independent trustees to 15 

separate schemes,
— 12 trustee suspensions and 4 prohibitions 

of trustees,
— 1 scheme wind up,
— 45 fines for non-compliance with scheme 

return requirements.

The report goes on to discuss outcomes in 
relation to corporate priorities and KPIs. Success 
is discussed as set against TPRs eight corporate 
priorities for the year. These are looked at in 
turn below.

1. Enhancing and executing effective 
regulatory approaches across all 
schemes

An overhaul of approach has followed the 
introduction of the clearer, quicker, tougher 
regime, resulting in enhanced flexibility to deliver 
the correct messages. Selected schemes have 
benefited from one-to-one relationships and 
ongoing regulatory interaction. TPR has also 
increased use of its powers; some of which have 
been used for the first time, sending out a clear 
message that behaviour detrimental to members’ 
interests will not be tolerated.

2. Promoting good trusteeship through 
improving governance and 
administration

Awareness and understanding of expected 
standards has been promoted to ensure that, 
although regulatory expectations are scaleable, 
trustees are aware of the need to meet consistent 
high standards of trusteeship. Value for members 
has been a particular focus, with a thematic 
review and updates to costs and charges guidance 
and discussion around whether members of small 
schemes are achieving value for money or 
whether they would be better served through 
scheme consolidation. 



33© 2019 KPMG LLP, a UK limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

TPR Regulatory strategy – Achievements and 
future developments (cont.)

Basic duties including record-keeping and data 
standards have also been emphasised as have 
campaigns against scam activity.

3. Effective regulation of DB schemes

TPR has focussed activity on the need to balance 
employer support and DB scheme funding 
including proactive intervention in cases where 
dividends appear to be prioritised over scheme 
funding. TPR have achieved some success in 
several cases redressing this balance and 
welcome proposed new powers to build on these 
achievements. Collaboration with government on 
a DB consolidation regime to further protect 
members and reduce the risk of calls on the PPF 
has also been undertaken.

4. Effective regulation of mastertrusts

TPR activity has centred on the establishment of a 
framework and team looking at authorisation and 
supervision together with an on-line mastertrust 
portal and production of a new code of practice. 
Three master trusts have been authorised to date 
(the date of the Annual Report – see “News in 
brief” for the latest total) and TPR are working 
with schemes wishing to exit the market to ensure 
a smooth transition and a positive outcome for 
members.

5. Ensuring employers meet their ongoing 
automatic enrolment duties

Auto-enrolment (AE) is now seen as ‘business as 
usual’, with TPR focus being on awareness of 
employer duties and compliance with the final 
mandated increase in contribution rates. 
Inspections, spot checks and publicity have been 
used to target and deter possible non-compliance 
and regulatory activity has increased in line with 
the volume of smaller employers entering the AE 
regime this year. AE activity now moves into a 
new phase; the design of an efficient longer–term 
model to maintain compliance.

6. Preparing for the impact of Brexit

Scenario planning, communication of 
expectations and liaison with DWP on the likely 
impact of Brexit have been key drivers of TPR 
activity. TPR have also engaged with EIOPA (the 
European Insurance and Occupational Pensions 
Authority) and other international supervisors and 
have signed two Memoranda of Understanding 
around a ‘no-deal’ Brexit. The implications of IORP 
II continue to be addressed.

7. Equipping TPR people to meet the 
challenges to be faced

TPR recognises its staff as its key asset and the 
executive team has been strengthened over the 
past year. The TPR Future and ongoing AE 
operating models will support future needs. 
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TPR Regulatory strategy – Achievements and 
future developments (cont.)

8. Delivering the Pensions Regulator of 
the future

The year has been characterised by change with 
the development of a new frontline operating 
model, a regulatory strategy to address core risks 
with efficient use of regulatory resources, the 
adoption of a new governance structure, a joint 
strategy with the FCA, a new brand and a new 
website. Data has also been key with a drive to 
improve information held and identify better 
sources of information leading to better informed 
decisions on regulatory focus. Revised outcomes 
and indicators have been defined for the 
forthcoming year and, as TPR state, these ‘….will 
guide the focus of the work …. and seek to ensure 
that all regulatory activity across the organisation 
clearly links back and works towards achieving … 
overall statutory objectives in the future’. 

Themes discussed in the 2018 – 19 Annual report 
and accounts are developed further in the 
Corporate Plan 2019 – 2022. TPRs regulatory reach 
will again extend and cover a broader range of 
topics. The Regulator will continue to engage with 
scheme if they give cause for concern and 
progress enforcement with persistent and wilful 
offenders. 

A plan for consolidation of DC schemes is being 
developed for schemes who do not meet the 
expected standard. Proposals for the future 
include additional information gathering powers, 
new penalties, new notifiable events and a 
Declaration of Intent to encourage openness in 
corporate decision making (see separate articles). 
A DB funding code is also planned to help trustees 
and employers understand the standards 
expected to achieve good funding outcomes. 
The 2019 – 2022 plan includes plans for TPR to 
progress ‘phase 2’ of its 21st Century Trustee 
campaign looking at the make-up of trustee 
boards, industry competency standards and 
accreditation for professional trustees. 
TPRs record keeping and data quality initiatives 
will play an important role in the introduction of 
pension dashboards and the Regulator will help to 
formulate the regulatory regime around 
consumer-facing dashboards. 

As the 2019 – 2022 Plan states ‘…. We [TPR] will 
maintain the momentum ……… to ensure that we 
are clear in our expectations…., quick to spot and 
act on issues emerging and tough in our pursuit 
of those who do not fulfil their duties and 
obligations’.

Core regulatory risks have been considered in 
formulating the 2019 - 2022 Corporate Plan and 
six priorities are identified for this period:
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TPR Regulatory strategy – Achievements and 
future developments (cont.)

1. Extending regulatory reach with a wider 
range of proactive and targeted 
regulatory interventions

TPR will engage with an increasing number of 
schemes as part of a programme to roll out new 
initiatives on governance, administration, DB 
funding and savers’ decision making. There will 
be an emphasis on development of relationships 
with strategically important schemes and targeted 
supervision to respond to risks and events. 
Enforcement action will back up intervention for 
persistent non-compliance.

The Master Trust regime will also mature during 
this period with supervision ensuring every 
scheme authorised continues to meet the 
requirements. 

Collaboration with the FCA will continue with a 
joint review of the consumer pensions journey, a 
focus on value for members and, together with 
the Money and Pensions Service, work on DB to 
DC transfers.

2. Providing clarity, promoting and 
enforcing the high standards of 
trusteeship, governance and 
administration expected 

TPR will continue to be proactive in driving up 
governance and administration standards 
especially amongst smaller schemes. Measures will 
include encouraging trustees who do not meet the 
required standards to transfer members into better 
schemes. A clear strategy is set out for regulating 
schemes falling short of the requirements, 
including new codes of practice, consultations and 
regulating compliance with obligations arising 
from the Competition and Markets Authority (CMA) 
investment consultants’ market investigation.

Expectations around accurate record-keeping and 
data processing will be made clear. TPR will also 
continue to take a leading role in Project Bloom, 
combating pensions scams.

3. Intervening where necessary so that DB 
schemes are properly funded to meet 
their liabilities as they fall due

TPR will focus on sponsor support and deficit 
repair contributions to reduce recovery plans and 
achieve fairness between pension savers and 
corporate stakeholders’ interests. Clarity of 
funding expectations is also paramount in a new 
DB funding code to be published for consultation 
this year. Regulation for new scheme types (e.g. 
DB scheme consolidators and collective defined 
contribution schemes) will ensure that members’ 
interests are adequately protected.
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TPR Regulatory strategy – Achievements and 
future developments (cont.)

4. Ensuring staff have an opportunity to 
save into a qualifying workplace 
pension, through automatic enrolment

The 2019 – 2022 plan makes it clear that TPR will 
take action against those who are not meeting 
their AE obligations. Compliance with the 
reporting late payment of contributions code will 
be achieved with offenders identified through 
information taken real time from HMRC and use of 
a range of enforcement mechanisms.

5. Enabling workplace pensions schemes 
to deliver their benefits through 
significant change, including responding 
to Brexit

In a period with many uncertainties on the 
horizon, TPR will liaise with government and 
others to provide support to pension schemes. A 
new code of practice on governance is expected, 
reflecting the requirements of the IORP II Directive 
and furthering TPRs existing focus on promoting 
good scheme governance.

6. Building a regulator capable of meeting 
future challenges

Building on the already established TPR Future 
programme, the Regulator intends to reach out to 
more schemes, improving savings outcomes and, 
taking a longer term view, developing systems 
and people to ensure good outcomes are 
achieved for scheme members.

TPR’s 2019 – 2022 Corporate Plan builds on the 
successes of earlier years as outlined in its 2018-
19 Annual Report and Accounts. Its programme 
for the years ahead is comprehensive and 
ambitious and, in an era with so many 
uncertainties ahead, TPR’s clearer, quicker, 
tougher regulatory approach may be put to the 
test in its achievement.
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ICAEW: AAF 01/06 Revision

In August 2019, the ICAEW published a 
consultation document revising AAF 01/06 –
Assurance reports on internal controls of service 
organisations made available to third parties. 
Such reports are intended to enable service users 
and their auditors to gain assurance over the 
service organisation’s Control Objectives. The 
consultation ran from 1 August to 30 September 
2019  with the final amended publication version 
of the document scheduled for later in 2019.

The new document, which broadly follows a 
similar structure to its predecessor, aims to give 
more useful guidance relating to the 
responsibilities of Senior Management of Service 
Organisations and their auditors in the 
preparation of and reporting on AAF 01/06 reports 
and includes useful appendices presenting, inter 
alia, example reports and engagement terms.

Key changes introduced in the revision include:

— An expanded introduction;

— Expanded guidance for Senior Management 
when describing their organisation’s Control 
Activities;

— Expanded guidance for auditors, particularly 
in relation to the nature, timing and extent of 
testing, the reporting options available and in 
dealing with outsourced operations; and

— withdrawal of the stewardship supplement. 

As in the existing guidance, the revised document 
contains example Control Objectives for a variety 
of operations. These have been refined and 
reworded and include two new areas, fiduciary 
management and property investment 
administration together with clearer guidance in 
relation to IT. Control Objectives for hedge fund 
management have been removed.

Control Objectives listed are intended to be a 
minimum and organisations should expand these 
to ensure that the expectations of those using the 
report are met. The guidance emphasises that ‘the 
Control Objectives described should be relevant, 
complete, reliable, neutral and understandable’. 
The service organisation should explain omission 
of any Control Objectives as set out in the 
guidance, for example if the relevant service is 
not provided.

Service Organisation management are 
responsible for providing evidence of Control 
Activities supporting the Control Objectives. Such 
Control Activities should include IT services and 
be factual, objective, specific, verifiable and, to 
avoid any misinterpretation, precise. The revised 
guidance expands consideration of outsourced 
services, termed ‘subservice organisations’, 
making clear that the Service Organisation retains 
responsibility for the Control Activities listed and 
is required to monitor controls performed which 
are relevant to their own stated Control 
Objectives. Two methods are given for dealing 
with such situations. These are:
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ICAEW: AAF 01/06 Revision (cont.)

— The carve-out method, where monitoring and 
oversight of outsourced services is described 
by the Service Organisation but the detail of 
the Subservice Organisation’s Control 
Objectives and Activities are not (and, hence, 
are excluded from the scope of the Service 
Organisation’s report); and

— The inclusive method, where these details are 
included in the Service Organisation’s 
description of its process and Control 
Activities and the scope of its report.

Senior Management are responsible, after 
documentation and collation of appropriate 
evidence, for reaching a conclusion on the design 
and operating effectiveness of the Service 
Organisations’ Control Activities during a given 
period. Their conclusions and details of any 
exceptions noted, are reported to user 
organisations in the Management Statement. The 
Service Auditor will then perform testing in order 
to conclude on the fairness of the Service 
Organisation’s description of its activities and the 
design of Control Activities related to the stated 
Control Objectives.

The revised guidance goes on to discuss audit 
considerations in relation to engagement 
management and the procedures to be 
undertaken, including assessment of Senior 
Management’s description of relevant Control 
Activities and their operating effectiveness. 
Various reporting options are available to the 
Service Auditor. 

These are explained in the guidance together with 
an illustrative example presenting Control 
Objectives, related Control Activities, tests 
performed and outcomes in a tabular format. The 
Service Auditor, after evaluating the results of 
testing performed, applies professional 
judgement in reaching a conclusion and issuing 
an unqualified, qualified or adverse (in the case of 
pervasive errors) opinion and considering 
whether there has been any limitation of scope in 
the auditor’s work, for example where the activity 
is event driven and there have been no 
occurrences in the period under review.

The consultation document requested responses 
around a series of questions covering the 
usefulness of the guidance and examples, 
whether it will encourage wider engagement and 
its proposed timelines for finalisation.

As noted above, the Consultation closing date was 
30 September 2019. We will await its conclusions 
and report on these in future editions of 
Regulatory Round Up.
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News in brief 

Pensions dashboard

The recent Queen’s Speech outlined the 
introduction of a framework to support pensions 
dashboards, including new powers to compel 
pension schemes to provide accurate information 
to consumers (see earlier article).

In the lead up to this, the Government response to 
its consultation on pensions dashboards was 
published in April 2019.

The response supports the concept of industry 
sponsored dashboards and sets out how it aims to 
achieve them. Legislation will be adopted to 
require schemes to make information available on 
dashboard platforms with a staged approach 
being taken for practical reasons. Consumer 
protection features highly in the response which 
suggests that, in the initial stages, current 
regulations are sufficient to offer appropriate 
protection. In addition, providers other than the 
Money and Pensions Service (MaPS) hosting 
dashboards will be regulated by the FCA. 
However, as the functionality of dashboards 
evolves, consideration will need to be given to the 
level of consumer protection afforded.

MaPS will lead the delivery of the dashboard 
project initially and will convene a delivery group 
comprising relevant stakeholders. MaPS will run 
it’s own, non-commercial dashboard.

In the early stages, the information to be required 
will be simple and voluntary engagement is 
encouraged. Industry is asked in 2019 to:

— Ensure schemes prepare their data to be 
ready within a 3 to 4 year horizon; 

— Work with the delivery group on data 
standards and offer voluntary insight 
on delivery; and 

— For those with relevant authorisation, to 
create and test their own dashboards, in 
collaboration with the delivery group.

In order to deliver commercial dashboards, the 
system will need to be tested. This will involve 
designing the necessary digital architecture, the 
setting of data standards and putting in place a 
governance and security framework.

In summary, the response recognises that the 
priority must be the provision of clear and simple 
information to scheme members to enable them 
to plan for retirement. The successful introduction 
of pensions dashboards could be a step change in 
modernising member communications.

Master trust update 

At the time of writing, a total of 35 master trusts 
have now been authorised by the regulator. A full 
list is available on TPR’s website. 

TPR guidance issued

In addition to our earlier article on Record-
Keeping, the months of September / October 2019 
have seen guidance issued by the regulator 
covering:
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News in brief (cont.)

- DB Investment Guidance

Following revised guidance issued in June 2019 
for DC schemes, TPR has now updated its 
investment guidance for DB schemes which sets 
out additional guidance on the new investment 
regulations

- Cross Border schemes 

Early in October 2019, TPR issued guidance for 
cross border schemes in the event of a no-deal 
Brexit. 

Auto Enrolment update

Minimum contributions to be paid into schemes 
used for auto enrolment increased from 6 April 
2019 and now stand at 8%, a minimum of 3% of 
which must be paid by the employer. Employers 
will be required to certify their approach to auto-
enrolment within one month of the increase.

TPR has announced that it will be undertaking 
short notice inspections looking at compliance 
with the auto enrolment requirements. These 
began in May and ran over the summer months. 
Participation in inspections is mandatory for 
employers and those found to be non compliant, 
expected to be the minority, could face fines or 
court action. In addition, sponsoring employers 
are advised to check their re-enrolment date (via 
TPR’s online tool) and ensure that they are 
prepared for this process.

GDPR – One year on

The Information Commissioners Office (ICO) has 
released a report looking at experience of GDPR to 
date and outlining future plans. The report 
provides a useful reminder that scheme trustees 
should revisit their data processing arrangements 
and satisfy themselves of their ongoing compliance.

The ICO report highlights that almost two thirds of 
Data Protection Officers (DPOs), surveyed stated 
that they either ‘agreed’ or ‘strongly agreed’ that 
there has been an increase in customers and 
service users exercising their information rights 
since 25 May 2018, the date of the GDPR coming 
into force. Awareness of individuals’ rights under 
the GDPR has been supported by the ICO’s Data 
Matters campaign – contributing to a 32% 
increase in visits to the ICO website and the 
number of personal data breach reports 
increasing four-fold in the year to May 2019.

The importance of an adequately supported DPO 
is discussed, stressing that adequate resourcing of 
this role should be a key priority for organisations. 
Guidance on GDPR, Law Enforcement Processing 
and four statutory codes (looking at age-
appropriate design, direct marketing, data sharing 
and data protection and journalism) have been 
produced to help with understanding of the 
requirements. The ICO notes that while provision 
of support to organisations is a key part of their 
function, there will be no hesitation in taking 
enforcement action in cases of wilful or negligent 
breaches of the law.
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News in brief (cont.)

Thinking ahead, the ICO plan to focus on areas 
identified as regulatory priorities whilst keeping 
up with continual change. Work will include focus 
on cyber security, AI, big data and machine 
learning, children’s privacy and use of 
surveillance and facial recognition technology 
amongst other areas.

Pensions Scams: TPR Blog

In August 2019, the Regulator reiterated its 
commitment to tackling scammers. This follows a 
statement confirming a continuing role in Project 
Bloom (combating pensions scams), made as part 
of its 2019 – 2022 Corporate Plan (see 
separate article).

The recent blog entry emphasises that scammers 
are becoming more sophisticated in their 
approach so that victims find it hard to identify 
phony schemes until it is too late and their 
savings have been lost.

The latest initiative sees the Financial Conduct 
Authority (FCA) and TPR collaborating to highlight 
the dangers posed by scammers, following 
research which suggested that over 5 million 
people could be at risk of such schemes in the UK. 
The regulators are urging savers to be ScamSmart 
and to check who they are dealing with before 
making any commitment. Research also notes 
that offers of high returns are equally likely to lure 
financially aware savers through such 
mechanisms as pension cold-calling, free pension 
reviews, claims of guaranteed high returns, exotic

investment, time-limited offers and early access 
to savings.

TPR have already used their powers against 
scammers in obtaining information to support 
investigations, taking court action to have 
scammers’ assets frozen and collaboration with 
law enforcement agencies with the aim of 
securing convictions and returning savers assets 
to them. However, the Regulator accepts that it 
can do more whilst emphasising that, through 
awareness of scam techniques ‘…savers targeted 
by scammers are their own best defence’ in 
safeguarding their pensions savings. 
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