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Regulator’s new approach to protecting workplace pensions 

The Pensions Regulator has launched a new approach to protecting workplace pensions following a major review 

into the way it approaches regulation.1 A key element of this new approach is the introduction of a supervision 

regime to monitor schemes more closely. 

New approach 

The Regulator has identified the following areas as forming the ‘bedrock’ of its new operating model.  

Driving compliance through supervision and enforcement 

A new supervision regime is being introduced to monitor schemes more closely. The level of intervention will 

depend on the risks identified in the particular scheme or industry segment. Lower-intensity supervision could 

simply involve letters, phone calls and meetings with the Regulator. Schemes of all types and sizes can expect the 

volume and frequency of their interactions with the Regulator to increase. 

As a first step, dedicated, one-to-one supervision of twenty-five schemes—defined benefit and defined contribution; 

private and public sector—will be begin in October 2018, increasing to more than sixty schemes over 2019. In 

future, the Regulator expects that around 20-40 per cent of schemes will be subject to some form of supervisory 

interaction.  

The Regulator’s purpose is to monitor some of the largest and riskiest schemes more closely, communicate its 

expectations and be in a position to intervene more quickly if necessary. The Regulator intends to drive compliance 

by escalating interventions if necessary. It will work with schemes and employers to address problems, but it will 

use its enforcement powers if schemes do not meet their legal obligations.   

Identifying risk early  

The Regulator has developed its ‘horizon scanning’ to identify longer-term threats and opportunities that will inform 

its strategy and regulatory approach. It also aims to monitor a wider range of activities using, for example, scheme 

returns. This will identify potential areas of concern and allow early intervention to address emerging risks.  

It has started to develop an approach to working with smaller schemes in order to increase focus on the protection 

of scheme members.  

                                                      
1 <www.thepensionsregulator.gov.uk/about-us/protecting-workplace-pensions.aspx>. 

http://www.thepensionsregulator.gov.uk/about-us/protecting-workplace-pensions.aspx


 

 

Setting clear expectations 

The Regulator will identify the standards that need to be met, provide clarity and give schemes the opportunity to 

correct issues. It will also be much clearer in setting expectations and will pursue its objectives more robustly.  

It has refreshed its ‘visual identity’ to be consistent with its new ‘tone of voice’ and a new website will be launched 

later in 2018 which will present content in a clearer way. 

The Regulator will also be carrying out a review of all guidance to ensure that its expectations are clear and it will 

run a pilot to evaluate what future guidance and communications should look like.  

Working with others 

The Regulator is working with the Financial Conduct Authority to develop a joint pensions strategy to address the 

risks and issues that will have the greatest impact over the next five-to-ten years. This will be published in the 

autumn. 

Key changes 

The Regulator has also set out the key changes it expects to see as a result of its new operating model: 

 all schemes will be clearer about what is expected of them; 

 all schemes will be more likely to experience regulatory interventions which will be new to   DC schemes 

which have received little intervention to date; 

 DB schemes will experience an increased chance of intervention concerning valuations and reductions of 

deficits; 

 it will use data more often and more effectively to target supervisory activity on the riskiest schemes and 

employers; and 

 it will be a ‘quicker, more proactive and tougher regulator’, more able to reach timely decisions.  

The Regulator will provide regular updates on progress, and the pensions industry will have the opportunity to 

comment on the effectiveness of its changes in practice.  

Schemes that have already been subject to the Regulator’s intervention have had a taste of what this new 

approach is likely to involve; those that have not will see the greatest change from appearing on its radar. This 

change was inevitable and is arguably what is needed after heavy criticism from the Work and Pensions Select 

Committee of the Regulator’s performance in several high-profile corporate failures. For example, greater clarity of 

expectations will help the Regulator use its powers more easily in future, especially in light of the Government’s 

proposals to enhance its ability to intervene.2  

The adoption of this approach, especially the level of supervision envisaged, will have resource implications for the 

Regulator. We would not be surprised to see increases in the general levy paid by occupational schemes. 

  

                                                      
2 Protecting Defined Benefit Pension Schemes: A Stronger Pensions Regulator 
<https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719779/protecting-defined-benefit-pension-
schemes.pdf>. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719779/protecting-defined-benefit-pension-schemes.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719779/protecting-defined-benefit-pension-schemes.pdf


 

 

If the [PPF] cap doesn’t fit, re-size it 

The European Court of Justice (ECJ) has ruled that the compensation provided by the UK's Pension Protection 

Fund (PPF) fails to meet the requirements of an EU law protecting employees in employer insolvencies.3 The 

implication is that each pensioner must, at all times, receive no less than 50 per cent of his or her scheme-benefit 

entitlement. The judgment will have repercussions for the PPF and those that pay its levies. 

EU law 

The case was about the correct interpretation of Directive 2008/94/EC ‘on the protection of employees in the event 

of the insolvency of their employer’. Article 8 obliges member states to ‘ensure that the necessary measures are 

taken to protect the interests’ of the employees (past and present) of an insolvent business with respect to their 

occupational pension rights.  

The ECJ has previously said that member states need not necessarily provide for full protection of accrued rights, 

but that systems that resulted in members receiving less than half of their pensions were inadequate.4 The main 

question that the ECJ was asked in the current case was whether that means that each individual member must 

receive no less than 50 per cent of his or her scheme entitlement.  

PPF compensation limits 

The compensation provided by the PPF is constrained in several ways. A compensation cap—currently just over 

£39,000 a year for someone aged 65, but boosted for those with 21 or more years’ service—applies to members 

who are under their scheme’s normal pension age at the time of the sponsor’s insolvency. On top of that, members 

in this category have their (capped) compensation cut back by a further 10 per cent (by contrast, those who are 

over NPA when their employer goes bust are subject to neither the cap nor the 90-per-cent compensation 

adjustment). Finally, once compensation is in payment, the PPF will only increase the element that is attributable to 

post-5 April 1997 service, in line with inflation (Consumer Prices Index, currently) but subject to a maximum of 2.5 

per cent in any year; no increases are paid in connection with earlier accrual.  

Facts of the case 

The member at the heart of the case had around 27 years’ service when he took early retirement, at the age of 51, 

in 1998. His pension was subject to generous, extra-statutory increases of at least three per cent per annum. His 

former employer became insolvent, and as consequence entered a PPF assessment period, whilst he was still 

under his NPA. His scheme came out of the assessment period without being taken over by the PPF, because its 

assets were sufficient to buy out benefits at or above the PPF compensation level. However, schemes in that 

position must generally be wound up, and their trustees must (broadly speaking) secure PPF-level benefits as a 

first priority; the PPF’s compensation rules can in that way affect members of schemes for which it does not 

assume responsibility. At the time of the PPF’s assessment of his scheme, this member’s compensation would 

have been around one-third of his scheme benefit entitlement. The disparity is growing over time, because of the 

relative generosity of the scheme’s increases versus an almost total absence of any entitlement to indexation under 

the PPF’s rules, as his pensionable service was almost entirely rendered before 6 April 1997, he is now receiving 

around a quarter of the pension that accrued to him under the scheme rules.  

Judgment 

The ECJ concluded that every individual employee is entitled to compensation of at least 50 per cent of the value 

of his or her pension entitlement. Moreover, the increases provided by institutions such as the PPF cannot be such 

that the compensation level falls below 50 per cent through the action of time. Finally, it says that individual scheme 

members should be able to rely on the EU legislation directly against ‘public’ bodies like the PPF, even if, as in this 

case, that will have repercussions outside of the PPF itself.  

                                                      
3 Hampshire v Board of the Pension Protection Fund (Case C‑17/17). 
4 Robins v Secretary of State for Work and Pensions (Case C-278/05), and Hogan v Ireland (Case C-398/11).  



 

 

Next steps 

The case will now go back to the Court of Appeal in England and Wales for disposition in light of the ECJ’s ruling. 

The PPF has responded to the judgment, saying that it had already been discussing the potential implications with 

the Department for Work and Pensions (DWP), and is considering what it can do pending the conclusion of the 

judicial proceedings and changes to legislation.5  

The implication seems to be that the PPF compensation cap will have to be revised to (at the very least) 

incorporate a 'floor' of 50 per cent of the person's scheme entitlement. That floor would have to be reassessed 

periodically, as a disparity between scheme and PPF increase policies might otherwise mean that a person's 

compensation level slips below the half-way mark after it begins to be paid.  

The UK Government will have to reconsider the PPF’s compensation rules, which are set out in primary legislation. 

The number of members of failed schemes who stand to benefit directly from the introduction of a floor to their PPF 

compensation is likely to be relatively small. As this case itself demonstrates, however, the repercussions of the 

decision go further than just the payments out of the PPF: it could lead to reassessment of the protected liabilities 

of schemes that have gone through PPF assessment and come out the other side, affect the winding up of 

schemes outside of the PPF, and potentially increase the levies paid by other private-sector defined benefit 

schemes.  

The most significant effect of the judgment could, however, be the additional complexity that it will add to the 

system. The PPF legislation cuts through many of the intricacies of individual schemes’ rules in the interests of 

operational simplicity. Much of that simplicity will be lost if the PPF and pension schemes need to accommodate a 

new underpin within their calculations, and that could introduce considerable additional administrative and actuarial 

costs into the system.  

The ECJ’s interventions on this issue have not yet established, precisely, what level of compensation is required. 

What it has said is that, whatever the obligation to ‘protect’ means, it cannot be have been satisfied where 

members stand to lose more than half of their pensions. In this judgment the Court seems to hint, in passing, that 

there could be cases where that 50-per-cent bar might still be too low; however, it is not entirely clear whether that 

is what it intended to suggest, as something appears to have been lost in translation.  

  

                                                      
5 <www.pensionprotectionfund.org.uk/news/pages/details.aspx?itemID=495>.  

https://www.pensionprotectionfund.org.uk/news/pages/details.aspx?itemID=495


 

 

Clarifying and strengthening trustees’ investment duties 

The Government has legislated to require pension scheme trustees to explain how they take account of factors—

such as environmental, social and governance considerations—that affect investment performance; and how they 

engage with and monitor the funds and companies in which they invest. It has, however, downgraded plans to 

make them state how members’ views could help shape their scheme’s investment strategy. Schemes that provide 

money purchase benefits will acquire new disclosure obligations related to the changes, including a need to 

prepare and publish an annual assessment of their adherence to the scheme’s statement of investment principles.  

Background 

The Department for Work and Pensions (DWP) ran a Consultation on Clarifying and Strengthening Trustees' 

Investment Duties from 18 June to 16 July, 2018.6 Details of the outcome of that exercise were published on 11 

September 2018.7 This is a summary of that outcome, and of the implementing legislation.8  

Statements of investment principles 

Trustees will have until 1 October 2019 to revise their statements of investment principles (SIPs) to include their 

policies on: 

 ‘financially material considerations’—including, but not limited to, climate change and other environmental, 

social and governance (ESG) matters—and how they affect the trustees’ investment decisions;  

 the extent to which the views of members and beneficiaries (such as their ethical opinions, views about 

social and environmental effects and quality-of-life considerations) are taken into account (no policy need be 

stated if they are not); and  

 stewardship, including engagement with companies and investment managers (on matters such as 

performance, strategy, risks, social and environmental impact, and corporate governance), as well as the 

exercise of any rights (such as voting rights) that come with particular investments. 

In a clarification of the original proposal, the financial materiality of considerations is now said to be ‘over the 

appropriate time horizon’. This is defined as the length of time that the trustees consider is needed for the funding 

of benefits by the scheme’s investments. The DWP explains that its intention is to encourage schemes to consider 

longer term risks, where appropriate, whilst prompting schemes that are (for example) approaching buy-out to take 

a shorter-term view.  

The DWP initially proposed that trustees would have to prepare (and publish) a statement about their policy on 

taking members’ views into account in the preparation of their SIPs. In the final version of the legislation this has 

been downgraded to an optional element of the SIP, permitting but not requiring the trustees to express a policy on 

how they respond to members’ ethical (and other non-financially material) considerations. In its post-consultation 

report, the DWP provided trustees with explicit reassurances that they retain primacy in investment decisions.  

The SIP rules apply to trust-based occupational pension schemes, whether they provide defined or money 

purchase benefits. They do not, generally, apply to schemes with fewer than 100 members. However, when such 

schemes provide money purchase benefits their trustees are, with some exceptions9, obliged to produce SIPs in 

connection with their default investment arrangements; and to that extent they will in future be obliged to set out 

their policies with regards to financially material considerations. Larger schemes with a money purchase element 

                                                      
6 <https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/716949/consultation-clarifying-and-
strengthening-trustees-investment-duties.pdf>. For a summary of the proposals, read our Sixty Second Summary, Consultation on Trustees’ 
Investment Duties & Disclosure (June 2018) <www.hymans.co.uk/news-and-insights/research-and-publications/publication/dwp-consultation-on-
trustees-investment-duties-disclosures>.  
7 <https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/739331/response-clarifying-and-
strengthening-trustees-investment-duties.pdf>.  
8 The Pension Protection Fund (Pensionable Service) and Occupational Pension Schemes (Investment and Disclosure) (Amendment and 
Modification) Regulations 2018 (SI 2018 No. 988) <www.legislation.gov.uk/uksi/2018/988/contents/made>.  
9 Including executive pension schemes, small self-administered schemes, unregistered schemes, public-service pension schemes, and 
schemes for which the only money purchase benefits derive from additional voluntary contributions.  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/716949/consultation-clarifying-and-strengthening-trustees-investment-duties.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/716949/consultation-clarifying-and-strengthening-trustees-investment-duties.pdf
https://www.hymans.co.uk/news-and-insights/research-and-publications/publication/dwp-consultation-on-trustees-investment-duties-disclosures
https://www.hymans.co.uk/news-and-insights/research-and-publications/publication/dwp-consultation-on-trustees-investment-duties-disclosures
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/739331/response-clarifying-and-strengthening-trustees-investment-duties.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/739331/response-clarifying-and-strengthening-trustees-investment-duties.pdf
http://www.legislation.gov.uk/uksi/2018/988/contents/made


 

 

will need to cover both financially material considerations and (in a change to the consultation proposals) 

stewardship in the SIPs for their default arrangements.10 

Money purchase-related disclosures 

From 1 October 2019, the trustees of schemes with more than 99 members that provide money purchase benefits 

will also, with some exceptions11, have to include in their annual reports their policies on financially material 

considerations, stewardship, and (if they have such a policy) taking account of members’ views. The entire SIP will 

have to be made freely available online.12 Members will have to be told about the availability of the information in 

their annual benefit statements.  

From 1 October 2020, the annual report will also have to include the trustees’ assessment of their compliance with 

the SIP during the scheme year in question. This ‘implementation report’ will also have to be made freely available 

online, and advertised in benefit statements.  

We welcome the changes to legislation, which address recommendations made by the Law Commission. Explicit 

recognition of the material financial impact of ESG factors upon investment outcomes, and therefore their 

relevance to trustees’ fiduciary duties, removes one barrier to the consideration of responsible investment issues. It 

is, however, disappointing that the requirement for public disclosure of SIPs by money purchase schemes has 

been retained: we feel that this will do little to drive up standards. 

There is now no doubt that trustees must engage with the subject of responsible investment. By recognizing the 

relevance of the investment time-horizon, the Regulations acknowledge that different investors face different 

challenges. This should allow trustees to frame policies in a manner appropriate to their particular circumstances, 

rather than approaching SIP development and revision as another box-ticking exercise. We encourage the DWP to 

take an early opportunity to review the effectiveness of this regulatory change.  

To engage effectively with ESG issues, trustees must often grapple with unfamiliar concepts, and sometimes 

overcome deeply ingrained beliefs. We believe it appropriate for them to begin the development of their investment 

policies with an understanding of the issues, and so we encourage all trustees to schedule training time in their 

investment agenda over the coming quarters. 

Please speak to your usual Hymans Robertson consultant to discuss how we can help you to develop your 

approach to responsible investment. 

  

                                                      
10 See footnote 4 for exceptions. 
11 See footnote 4 for exceptions.  
12 The Occupational Pension Schemes (Administration and Disclosure) (Amendment) Regulations 2018 (SI 2018 No. 233), made earlier this 
year, introduced a requirement to publish charges-and-transaction-costs information in the same manner.  



 

 

Pensions Ombudsman Update 

Ombudsman revises 'distress & inconvenience' award policy 

The Pensions Ombudsman has revised his guidance about 'redress for non-financial injustice' caused by 

maladministration—commonly called distress and inconvenience awards.13  

The updated guidance introduces a system of fixed awards when the degree of injustice is deemed to be significant 

(£500), serious (£1,000), or severe (£2,000). Nominal (insignificant) injustice will probably merit no more than an 

apology, and 'exceptional' cases could result in awards of more than £2,000. The Ombudsman has said that he 

will, when appropriate, award different amounts; but that he wants to promote predictability and consistency 

through use of the fixed-awards structure.14 

The guidance outlines the sorts of factors that could result in different levels of award. They include: 

 whether the occurrence of maladministration was obvious; 

 whether the complaint could have been resolved earlier; 

 the manner in which the complaint was handled (e.g. the attitude of the respondent and any avoidable 

delays); 

 whether there was one instance of maladministration or multiple instances; 

 how long it took to correct the maladministration; and 

 the level of distress and inconvenience caused.  

The £2,000 upper limit for non-exceptional cases represents an increase, and is a response to recent judicial 

comment to the effect that the Ombudsman’s distress and inconvenience awards had not kept track of inflation.15 

 

Ombudsman refuses to prolong transfer guarantee 

The Pensions Ombudsman has said that a query about the amount of a defined-benefit transfer value did not 

amount to a 'dispute'.16 The member was not, therefore, entitled to an extension to the standard three-month 

guarantee period. 

Transfer application deadlines 

A member with DB rights who meets certain statutory conditions must be provided, on request, with a ‘statement of 

entitlement’. The member acquires a right to take the cash equivalent transfer value (CETV) shown in the 

statement, but must make a written application to transfer it, in a permissible way, and usually within three months 

of the ‘guarantee date’ (the effective date of calculation). If the member disputes the amount of the CETV within 

that three-month period, however, the deadline for a transfer application becomes the date three months after the 

resolution of the dispute.  

Facts of the case 

The member queried the amount of a CETV that had been quoted to her in a statement of entitlement: the scheme 

administrator confirmed that it was correct.  

The member proceeded to make an application to transfer, but not until about two months after the usual three-

month guarantee period had expired. The scheme administrator issued a fresh CETV, and the member went ahead 

with the transfer, even though a change of calculation basis had meant that the re-quoted amount was lower. The 

member complained that the guarantee period for the original CETV should have been extended, because the 

                                                      
13 Factsheet: Redress for Non-financial Injustice, <www.pensions-ombudsman.org.uk/wp-content/uploads/Updated-Non-financial-injustice-
September-2018-2.pdf>.  
14 Pensions Ombudsman and Pension Protection Fund Ombudsman Annual Report and Accounts 2017/18 <www.pensions-
ombudsman.org.uk/wp-content/uploads/TPO-AR-2018-FINAL-ONLINE.pdf>. 
15 Baugniet v Capita Employee Benefits Limited (T/A Teachers' Pensions) & Another [2017] EWHC 501 (Ch); Smith v Sheffield Teaching 
Hospitals NHS Foundation Trust [2017] EWHC 2545 (Ch).  
16 Miss S (PO-20221).  

https://www.pensions-ombudsman.org.uk/wp-content/uploads/Updated-Non-financial-injustice-September-2018-2.pdf
https://www.pensions-ombudsman.org.uk/wp-content/uploads/Updated-Non-financial-injustice-September-2018-2.pdf
https://www.pensions-ombudsman.org.uk/wp-content/uploads/TPO-AR-2018-FINAL-ONLINE.pdf
https://www.pensions-ombudsman.org.uk/wp-content/uploads/TPO-AR-2018-FINAL-ONLINE.pdf


 

 

amount had been disputed. The trustee argued that it did not consider the exchange of correspondence to be a 

dispute: in its opinion it was just a query. Indeed, the member had been told as much in correspondence, and that 

the guarantee would consequently lapse, as usual, three months from the guarantee date.  

Determination 

The Pensions Ombudsman sided with the trustees and the administrator. After the administrator confirmed the 

amount of the original CETV it had explicitly said that it did not consider her concerns to be a formal dispute, but 

offered to refer the calculation to the scheme actuary for verification. The member had declined that offer, which 

was an indication (said the Ombudsman) that she had not formally challenged the CETV calculation. 

This case serves as a reminder, at a time when transfers are the most common source of complaints to the 

Ombudsman17, that the three-month guarantee period is not set in stone. The Ombudsman is surely correct in 

saying that a ‘dispute’ must be constituted by something more than just ‘Are you sure that number’s right?’. 

 

PO orders reinstatement of scammed member's benefits 

The Pensions Ombudsman has criticized a scheme administrator’s failure to conduct reasonable checks, in line 

with regulatory guidance, before paying a cash equivalent transfer value to another scheme.18 He instructed the 

administrator to reinstate the member's benefits or, if that cannot be done, provide him with equivalent benefits.  

Case facts 

The member, a police officer, opted out of active membership, whilst remaining in service, in 2012. He did so as 

part of a plan to reduce his working hours and spend more time with his children. He subsequently became 

concerned that he might wish to leave his employment before he was able to access his pension. That led him, in 

August 2013, to investigate his transfer options. He was contacted by an unregulated ‘introducer’, which referred 

him to a firm of financial advisers. A transfer to a money purchase occupational pension scheme with a London-

based sponsoring employer was recommended, and made in August 2014 (note that the transfer took place before 

the introduction of the 'appropriate independent advice' requirement for transfers in excess of £30,000).  

The member was alarmed to discover, in 2015, upon reviewing the transfer paperwork, that he had purportedly 

professed to be a sophisticated investor who was intentionally making a high-risk investment. He contacted the 

financial adviser and the trustee of the receiving scheme, but did not receive satisfactory responses. He may have 

lost his pension fund.  

In June 2015, the Pensions Regulator appointed an independent trustee to the receiving scheme, out of concerns 

about the security of members’ funds.  

In January 2016, the Financial Ombudsman Service rejected a complaint against the financial adviser, on the basis 

that it had not provided the advice, which seemed to have come from an unregulated source . He then took his 

complaint to the responsible Police Authority, and eventually to the Pensions Ombudsman.  

Determination 

The Ombudsman was satisfied that the Authority should have done more, and had been guilty of 

maladministration.  

In February 2013, around eighteen months before the transfer, the Pensions Regulator and other official bodies 

had published an ‘action pack for pensions professionals’ about the risks to members from pensions fraudsters. It 

                                                      
17 Pensions Ombudsman and Pension Protection Fund Ombudsman Annual Report and Accounts 2017/18 <www.pensions-
ombudsman.org.uk/wp-content/uploads/TPO-AR-2018-FINAL-ONLINE.pdf>.  
18 Mr N (PO-12763).  

https://www.pensions-ombudsman.org.uk/wp-content/uploads/TPO-AR-2018-FINAL-ONLINE.pdf
https://www.pensions-ombudsman.org.uk/wp-content/uploads/TPO-AR-2018-FINAL-ONLINE.pdf


 

 

listed warning signs and provided a checklist for trustees and administrators to work through, to help them spot 

scams. The Ombudsman felt that this transfer should have raised several red flags: 

 the scheme’s sponsoring employer was a dormant company; 

 the member did not work for the sponsoring employer; and 

 that employer was in London, whilst the member lived and worked in Northumberland. 

There was evidence that other pensions providers had acted upon the warning signs and refused to make transfers 

to the same scheme. The Authority did revise its procedures, subsequent to the transfer.  

In the Ombudsman’s opinion, the Authority should have  

 recognized the warning signs—particularly as there are limited circumstances in which a serving police 

officer is permitted to have another job 

 sought further information from the member and the receiving scheme—for example, obtaining a copy of the 

scheme’s trust deed and rules; and 

 provided the member with a copy of the scam warning from the Regulator’s action pack—it had provided 

information about the awareness campaign via an online newsfeed, but was unable to confirm how long it 

had remained ‘front-page news’. 

The Ombudsman accepted that the member in this case was not interested in ‘liberating’ his pension rights (i.e. 

gaining access to them before his ‘normal minimum pension age’ of 55 years); he merely wanted to ensure that he 

could start to receive benefits at age 55, if need be. The Ombudsman concluded, on the balance of probabilities, 

that the member would not have proceeded with the transfer if he had been given additional risk warnings.  

The Ombudsman disagreed that the Authority had obtained a statutory discharge by reason of having ‘done what is 

needed to carry out what the member requires’.19 He said that ‘what is needed’ includes due diligence, and that 

‘what the member requires’ is only established when he or she makes a fully informed decision to proceed with a 

transfer.  

The Authority has been directed to reinstate the member’s benefits in the scheme or, if it is legally unable to do 

that, make arrangements to provide him with equivalent benefits; it is, however, entitled to receive from the 

member any funds recovered by the new independent trustee of the ‘scam’ scheme. The Ombudsman also told the 

Authority to pay the member £1,000 in compensation for his distress and inconvenience.  

Past determinations have generally involved transfers that pre-dated the Regulator’s scam-awareness campaign, 

so that the Ombudsman has hitherto been inclined toward clemency. This case shows the potentially serious 

consequences of failure to revise transfer practices in light of regulatory warnings and guidance. The transferring 

scheme could easily find itself in the position of paying out twice in respect of the same member.  

The outcome of such complaints is, however, likely to be very dependent on their particular facts. In another recent 

example the Ombudsman concluded that, although the administrator was guilty of maladministration, having failed 

to follow its own diligence procedures to the letter, the member would probably have proceeded to transfer 

regardless.20 He was awarded compensation for distress and inconvenience, but reinstatement of benefits was not 

ordered.  

  

                                                      
19 Section 99(1) of the Pension Schemes Act 1993. 
20 Mr N (PO-6325).  



 

 

PPF issues draft 2019/20 levy determination 

The Pension Protection Fund (PPF) has published details of rules that it proposes to follow when calculating the 

levies that private-sector defined benefit schemes will pay for the year commencing 1 April 2019.21 It estimates that 

it will need to collect £500m in total, £50 million less than its estimate for the 2018/19 levy year.  

Falling as it does in the middle of the current levy triennium, a period for which the PPF aspires toward stability in 

the levy methodology, few changes to the levy rules are in prospect. The levy scaling factor and scheme-based 

levy multiplier remain unchanged. The PPF proposes to make some ‘small tweaks’ to clarify its guidance on deficit-

reduction and block-transfer certificates. 

One notable development is the inclusion of a proposed initial method for applying the levy rules to commercial DB 

consolidation. It is a modified version of the PPF’s existing policy for schemes without substantive sponsors. The 

PPF says that it is essential that consolidators pay levies appropriate to the unique risks that they pose, and that 

other levy payers must not subsidize them.  

Looking a little further into the future, the PPF will next year commence preparations for the fourth levy triennium, 

which begins in 2021. It is re-tendering for the provision of insolvency risk services, as its contract with Experian 

terminates in 2020/21. It is also seeking comments on whether it should make changes to its levy payment rules 

(for example, allowing payment in instalments as a matter of routine).  

The consultation period ends on 25 October 2018. The PPF will publish its conclusions by the end of the year.  

The PPF is holding steady to its course despite the experience of ‘a record year for claims and significant expected 

claims in the near future.’ It cautions, however, that if claim levels remain high, it ‘may need to give careful thought 

to the position for next year’s rules.’ 

 

DWP Pensions Update 

On 4 September 2018, Guy Opperman, Parliamentary Under-Secretary of State for Pensions & Financial Inclusion, 

made a written statement to Parliament setting out what the Government is planning to do to increase confidence 

in workplace pensions.22 This includes improving the provision of information, to allow individuals to make more 

informed and confident decisions, and making pension schemes more secure, more transparent, and more 

responsive when things go wrong.   

Improving the provision of information 

The Department for Work and Pensions will shortly report on the findings from its study to assess the feasibility of a 

pensions dashboard. In the meantime, the Government will continue to facilitate the industry-led pensions 

dashboard initiative 

The services currently provided by the Money Advice Service, the Pensions Advisory Service and Pension Wise 

will be brought together in a Single Financial Guidance Body (SFGB). The SFGB will provide free and impartial 

money and pensions guidance and debt advice. The Government expects to establish the SFGB as a legal entity in 

October and to launch it in January 2019. 

Improving security and transparency 

The Government is currently considering responses to its consultation on proposals to increase the powers of the 

Regulator and hopes to publish its conclusions towards the end of this year. It is also looking at how to facilitate the 

                                                      
21 <www.pensionprotectionfund.org.uk/levy/Pages/1920-Draft-Levy-Determination.aspx>.  
22 <www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2018-09-04/HCWS933/>.  

https://www.pensionprotectionfund.org.uk/levy/Pages/1920-Draft-Levy-Determination.aspx
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2018-09-04/HCWS933/


 

 

consolidation of defined benefit schemes, including the establishment of ‘superfunds’, and intends to consult on it in 

the autumn. 

Lastly, the Government is currently considering proposals for the first collective defined contribution scheme in the 

UK. This will be the subject of another consultation in the autumn.  

 

HMRC newsletters 

Her Majesty's Revenue and Customs (HMRC) has published two updates since the last edition of Current Issues.  

Pension Schemes Newsletter 103 

In this Newsletter:23 

 HMRC will be writing to scheme administrators who have been inactive on Pension Schemes Online, to 

encourage them to sign up to the new Manage & Register Pension Schemes service;  

 how to operate PAYE on benefits paid quarterly;  

 registration of master-trust schemes;  

 HMRC hopes to fix a system that has been issuing tax-coding notices connected with non-taxable death 

benefits in October; a reminder that annual allowance pension savings statements for 2017/18 must be 

issued by 6 October;  

 registered pension scheme trustees may need to fill out some forms if they need to reclaim income tax on 

investment income; and 

 a reminder of the deadlines for un-registered scheme trustees to meet their anti-money-laundering 

obligations.  

Relief at source pension schemes newsletter—September 2018 

This Newsletter24—initially, mistakenly, published as Newsletter 103)—appears to be the first in a new series aimed 

the administrators of schemes that use the ‘relief at source’ (RAS) method to provide members with tax relief on 

their contributions. (Personal pension schemes use RAS; occupational pension schemes typically use net pay 

arrangements instead.)  

 

                                                      
23 <www.gov.uk/government/publications/pension-schemes-newsletter-103-for-september-2018/pension-schemes-newsletter-103-for-
september-2018>. 
24 <www.gov.uk/government/publications/relief-at-source-pension-schemes-newsletter-september-2018/relief-at-source-pension-schemes-
newsletter-september-2018>. 

https://www.gov.uk/government/publications/pension-schemes-newsletter-103-for-september-2018/pension-schemes-newsletter-103-for-september-2018
https://www.gov.uk/government/publications/pension-schemes-newsletter-103-for-september-2018/pension-schemes-newsletter-103-for-september-2018
https://www.gov.uk/government/publications/relief-at-source-pension-schemes-newsletter-september-2018/relief-at-source-pension-schemes-newsletter-september-2018
https://www.gov.uk/government/publications/relief-at-source-pension-schemes-newsletter-september-2018/relief-at-source-pension-schemes-newsletter-september-2018
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And Finally… 

This month, we administer some free pensions advice. No—sorry—that’s not right. We’ll start again… 

This month, we have some free advice for the Pensions Minister. Well, you all might want to bear it in mind, but it’s 

particularly relevant to those in government, and others in the public eye.  

It’s this: When photographed with a police officer25, try not to pose as though your hands might be 'cuffed behind 

your back… 

 

                                                      
25 <https://twitter.com/CathHexhamEast/status/1041791736626995201>.  
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