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The Department for Work and Pensions (DWP) announced the outcome of 

four pensions consultation exercises on 26 February 2018.1 They herald 

important, and mostly welcome changes to the rules on— 

 ‘section 75’ debts in multi-employer schemes;  

 DC-to-DC transfers without consent;  

 disclosure of DC costs, charges and investments by occupational 

schemes; and  

 transfers of contracted-out rights without consent.  

The amendments are, largely, effective from 6 April 2018.  

Section 75 employer debts 
There will be a new option for dealing with the ‘section 75’ debts that arise in multi-employer schemes when a participating 

employer ceases to employ active members.2 This is known as an ‘employment-cessation event’ (ECE). If the necessary 

conditions are satisfied, the employer will, subject to the agreement of the scheme’s trustees, be able to enter into a ‘deferred 

debt arrangement’ (DDA). It will then be as though no ECE had occurred, so that there will be nothing to trigger an employer-

debt calculation at that time.  

The conditions for a DDA are essentially that the scheme is not in the process of being assessed for entry into the Pension 

Protection Fund (PPF); and that the trustees believe it unlikely that such an assessment (triggered by employer insolvency) 

will commence, or that the employer covenant will weaken materially, in the year after the DDA is put in place. In a change to 

the original consultation proposals, there will be no requirement for a ‘funding test’.  

The DDA will come to an end if— 

 the deferred employer and trustees agree to end it; 

 the deferred employer becomes (or is treated as having become) insolvent; 

 all of the other participating employers become insolvent (or deferred employers); 

 the deferred employer undergoes a form of restructuring other than those described in the Employer 

Debt Regulations (in which another participant takes on all of the employer’s assets and liabilities); 

 the trustees bring it to an end because of the employer’s failure to comply with its funding obligations 

or duty to disclose information, or a material weakening in its covenant is imminently likely to occur (in 

the following year). 

 the deferred employer employs an active member; 

 the scheme begins to wind up; or 

 the scheme as a whole ceases to have active members (i.e. there’s a ‘freezing event’). 

The first five occurrences in the list above will be ECEs, so that an employer debt calculation will be required. The last three 

will not trigger a debt calculation (in a wind up the trustees can choose when to assess the debt).  

                                                      
1 Feel free to mutter something metaphorical about the idiosyncratic frequencies of bus arrivals. 
2 <www.gov.uk/government/consultations/the-draft-occupational-pension-schemes-employer-debt-amendment-regulations-2017>.  
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DC-to-DC transfers without consent 
It will be possible to transfer money purchase rights, without member consent, from one occupational pension scheme to 

another, if— 

 the receiving scheme is an authorized master trust;  

 both schemes are sponsored by companies in the same corporate group, and the transferred 

members are (or were) employed by a group company; or 

 the transferring trustees (or employer, if it has sole power to effect the transfer) have taken advice 

about the transfer from a person with appropriate pension scheme management expertise, who is 

independent of the receiving scheme (with a particular focus on whether the adviser has within the 

preceding year been paid by the receiving scheme for advisory, administration or investment 

services, by a provider of such services to the receiving scheme, or by the receiving scheme’s 

sponsor (or another company in its group).3 

Restrictions on member-borne charges will continue to apply when members’ rights are transferred without their consent from 

one default arrangement under an occupational pension scheme to another, or between default arrangements within the 

same scheme. However, the revised amendments clarify that the charging restrictions do not apply when a member who was 

not invested in a default arrangement, as a result of having expressed an investment choice within the preceding five-year 

period, is transferred without his or her consent to another non-default arrangement. 

Disclosure of DC costs, charges and investments by occupational schemes 
Trustees of occupational pension schemes providing defined contribution (DC) benefits will have to expand their annual 

governance (‘chairs’’) statements to include information about the charges and transaction costs for each fund choice, and 

provide an illustration of the compounded effects of the charges and costs over time.4 The information will have to be made 

freely and publicly available online. Members will also be entitled to request additional details of their investments in pooled 

funds; the information given will have to cover the member’s current investment choices and be not more than six months 

old. The availability of these newly required pieces of information will have to be brought to members’ attention in annual 

benefit statements. The DWP has published guidance that trustees will have to take into account when producing the 

required ‘cumulative effects’ illustration, and when publishing charges-and-costs information online. 

The changes will not affect governance statements for scheme years ending before 6 April 2018. The ability to request 

pooled fund information will come into force on 6 April 2019. The exemptions in the current legislation continue to apply, so 

that the changes will not affect, for example, arrangements for executives, public sector schemes, and those for which the 

only money purchase benefits are derived from additional voluntary contributions (AVCs). 

Transfers of contracted-out rights without consent 
It will be possible to transfer active, deferred and pensioner members’ contracted-out rights, without their consent, to a salary-

related pension scheme that has never itself been contracted out, provided the transferring and receiving schemes relate to 

the same employer, or to two employers within the same corporate group; or when the transfer is the result of a financial 

transaction between unrelated employers.5 The receiving scheme will have to mirror the transferred GMPs, both in amounts 

and terms of payment. For a transfer of section 9(2B) rights, the transferring scheme actuary will have to certify that the rights 

acquired by the members in the receiving scheme are ‘broadly, no less favourable’ than those transferred; and those 

acquired benefits must themselves be ones that would have been capable of satisfying the ‘statutory standard’ for post-5 

April 1997 contracting out (the ‘reference scheme test’).  

Needless to say, there is more to the changes being introduced under each heading than we could provide in the 

time and space available. Look out for more details in due course.  

                                                      
3 <www.gov.uk/government/consultations/bulk-transfers-of-defined-contribution-pensions-without-member-consent-draft-regulations>.  
4 <www.gov.uk/government/consultations/occupational-pensions-improving-disclosure-of-costs-charges-and-investments>.  
5 <www.gov.uk/government/consultations/bulk-transfer-of-contracted-out-pension-rights-without-member-consent-draft-regulations>.  
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