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Welcome to the first
issue of The Process:
a new magazine with
a focus on the world
of pensions, but also
incorporating news
and views from the
wider outsourcing
sector.
In this issue we talk to
Michael O'Higgins, chair
of the Pensions Regulator
(TPR), about the challenges
faced by TPR and to
Joanne Segars, chief
executive of the National
Association of Pension
Funds (NAPF), about
defined contribution (DC)
workplace pensions. We
also look at the issue of
pensions liberation, the
challenges faced by plan
sponsors in relation to
equalising benefits for those
in same-sex marriages,
auto enrolment and pension
reform for public sector
schemes.
We'd love to hear from you
– let us know what topics
you'd like to see covered
in future issues by emailing
TheProcess@mycsp.co.uk
with your views.
We look forward to
hearing from you.

Nicky Hurst
CEO
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May

Scheme pays

Schemes may pay a member’s
annual allowance tax charge
for them in exchange for a
corresponding reduction in
their benefits.
This development is being
refined and schemes are now
permitted to pay the tax charge
for a member after that member’s
pension has come into payment,
from 6 April 2013.
HMRC Newsletter 57
Highlights include:
• The annual allowance to be
reduced from £50,000 to £40,000
• Protecting benefits against the
lifetime allowance reduction from
£1.5m to £1.25m
• Pensions liberation warnings
• Changes to tax codes and
reporting requirements for trivial
commutation.
Solvency II
Plans by the European Union to
impose new solvency requirements
on pension schemes were shelved.
They may, however, be amended
and reintroduced at a future date.

July

Pensions liberation
Liberation happens when a
member’s pension rights are
transferred to another pension
scheme which then pays benefits
in an unauthorised fashion, for
example by paying a lump sum
before age 55.
The Pension Regulator
challenged the legitimacy of
certain pension schemes in a court
case, which was deferred until
October 2013 for a decision. (See
October, right.)
Finance Act 2013 became law
• Reduces annual allowance
from £50,000 to £40,000 from
2014/15
• Reduces lifetime allowance from
£1.5m to £1.25m from 2014/15
• Creates fixed protection 2014 to
protect benefits from the lifetime
allowance reduction in 2014
• Maximum annual limit for income
drawdown reverts to £120,000

for drawdown years beginning
on or after 26 March 2013.
Marriage (Same-Sex Couples
Act 2013)
Act allowing marriage between
same-sex couples with the
religious element, which
was previously unavailable,
became law.
Disclosure
Trustees/scheme managers must
provide scheme members with
certain information within certain
timescales. The DWP has delayed
harmonisation of these laws until
April 2014.
HMRC Business Update 6
Highlights include:
• In preparation for coming
changes to state pensions in
2016, HMRC is offering a GMP
reconciliation service for two
years. (GMPs – guaranteed
minimum pensions – are
elements of benefit secured
for members of DB schemes
for the period when they were
contracted out of the additional
state pension.)
• Advice is given on where to send
requests for GMP statements for
widows and civil partners.
HMRC event reporting
• Schemes must report to
HMRC where a member
exceeds the annual allowance,
from 6 April 2013
• Also where a member transfers
their benefits to a Qualifying
Recognised Overseas Pension
Scheme and they cease
to be UK residents, from
12 August 2013.

August

HMRC Newsletter 58
Highlights include:
• How to apply for fixed protection
2014 (see above)
• Including certain members of
non-UK schemes within fixed
protection 2012 (to protect
benefits from the lifetime
allowance reduction in 2012)
• Information on how individual
protection 2014 (to protect

benefits from the lifetime
allowance reduction in 2014)
may operate.

September

Reporting late contributions
TPR codes of practice numbers
five and six relating to occupational
pension schemes and personal
pensions are brought into force.

October

Local Government Pension
Scheme
The regulations setting out the
details of the revised scheme are
in place and will take effect from
1 April 2014.
An independent Scotland
The Scottish government has
published a paper setting out
proposed details of the pension
system in an independent
Scotland.
Whether these proposals will
be taken forward will depend
on the outcome of the vote on
independence in September 2014,
and on the composition of the next
Scottish government.
Pensions liberation
The deferred court case
determined the arrangements
which were examined were indeed
“occupational pension schemes”
as defined in pension legislation.
In an attempt to tackle pensions
liberation activities, HMRC has
changed its processes both for
registering new pension schemes
and for responding to requests for
the registration status of schemes,
with immediate effect.

November

DC governance and
administration
TPR code of practice number
13 relating to occupational, defined
contribution, trust-based pension
schemes, has been brought
into force.
Disclosure
The regulations referred to in
July (above) have been made,
but are effective from April 2014.
www.mycsp.co.uk

Pension Bites
Defined contribution
(DC) workplace
pensions may offer
poor value which
could result in
consumer detriment,
according to recent
government findings

T

he research, released
in September by
the Office of Fair
Trading (OFT),
investigated whether the DC
pensions market was working
efficiently and for the benefit
of consumers (see http://bit.ly/
OFTDC2013 for the report).
The OFT found competition
alone will not deliver value for
money for all members: the
products are too complex,
which makes the right choices
for both individual savers and
employers a difficult one.
It also found a lack of
capability or incentive on the
part of employers, whose
responsibility it is to select a
qualifying scheme for their
workers, to assess whether a
scheme offers value for money.
High charges in legacy
schemes and small trustbased schemes where
trustees lack sufficient
engagement or skill might also
result in poor returns in £40bn
of pension savings.
In order to address some
of the issues, it agreed steps
with the industry, which include
auditing of legacy schemes
and the establishment of
independent governance
committees.
It recommended the
Pensions Regulator (TPR)
assess smaller trust-based
schemes that do not deliver
value for money and
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“The report risks letting down
pension savers who need
someone solely on their side.”
Joanne Segars, chief executive of the National
Association of Pension Funds
Department for Work and
Pensions (DWP) will consider
whether TPR additional
enforcement powers
are needed.
The OFT also
recommended DWP consult
on improving transparency
and comparability of
information about charges
and quality of schemes for
employers and to consult on
preventing schemes used for
auto enrolment having in-built

adviser commissions or
active member discounts,
which penalise members
who stop contributing into
their pensions.
The OFT’s report was driven
by the development of auto
enrolment which will bring up
to nine million workers into
pensions by 2018.
This report considered
whether there was sufficient
competition between providers
and whether the industry was

feature

working in the best interests
of current and future savers to
deliver low-cost, high-quality
pension schemes.
The industry had been
concerned the OFT might
impose price caps, as charges
have received considerable
focus in recent months.
None argue against more
and better governance,
but some warn against
generalising about the OFT’s
findings.
Joanne Segars, chief
executive of the National
Association of Pension
Funds, welcomed the OFT’s
acknowledgement of the
importance of governance, but
felt the report should have
spelled out for employers they
must provide it themselves or
get it from a mastertrust.
“The report risks letting
down pension savers who
need someone solely on their
side,” said Segars.
She added: “With automatic
enrolment underway we need
to get things right now, not
further down the line.”
“Governance costs money
and it is dangerous to assume
all higher charging contracts
represent poor value for
money”, said Andy Seed,
director of DC Solutions at
KPMG.
“Many legacy schemes
have important features,
including guaranteed returns,
guaranteed minimum pension
or guaranteed annuity rates,”
said Keith Boughton, a director
of Equiniti. “To dismiss them
merely because they are old
would be reckless without
knowing what the regulator
considers good value to be.”
TPR is currently examining
whether good value can be
determined in order to provide
a benchmark for employers
and providers.
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What kind of
employer are you?

All things being equal

Engaging with auto
enrolment regulations is
not only sensible, but smart
organisations could make
it work to their advantage,
says Pádraig Floyd

The introduction of equality
for same-sex partners may
have further implications
for plan sponsors, says
Peter Scott

Same-Sex MARRIAGE

leader

It is a year since auto enrolment (AE) –
the UK’s largest social engineering project
in 60 years – was set in motion.
Now, you might consider that to be
over-egging the pudding, and you’re
entitled to your opinion, but only the
foundation of the welfare state in 1948
and the old age pension four decades
before can compare with AE. Given that
auto enrolment will see anything up to
nine million workers saving into pensions
for the first time, this is a reform of
unprecedented magnitude.
The early signs are promising, too,
with Department for Work and Pensions
(DWP) reporting fewer than 10% of
employees choosing to opt out. At a
third of predicted opt-outs, that must
be a success. Well, perhaps a
qualified success.
It is early days and the vast majority of
those who have entered AE have done so
at a large employer. These organisations
either have a streak of paternalism
several feet wide, consider pension as
a core benefit upon which they not only
reward, but attract and retain their staff,
or fear a negative impact on their brands
should they not keep up with the Joneses.
But these are companies with deep
pockets and it is the next couple of stages
– pun intended – that will really provide
us with the big picture.
From September 2013, companies
of fewer than 1,000 employees arrived
at the party.
Times are still hard and employers
will take the path of least resistance
and comply, assisted by their advisers.
It is in the final stage – of small and
medium sized enterprises (SMEs) –
where we will discover if the message
has sunk in.
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At the height of the process, there
will be tens of thousands of companies
staging. How many of those, struggling
to survive in many cases, will choose
to shell out for additional financial
education to shore up the government’s
stats? Not many, I’ll bet.
It remains to be seen whether the
industry will be able to cope with the
vast numbers of firms who need to be
processed. Even Nest, the de facto
default (though it hates being called
that) doesn’t really know how it will
cope if traditional providers shut up
shop due to capacity or commercial
factors and direct all the flow towards
Riverside House.
What is not well-understood is that AE
is not a one-time deal, but the start of
the rest of every worker’s (working) life.
It is an administrative burden every
employer must bear not once, not once
every three years, but every day. This
is a process that has no end but every
time there is a new start, change in
income, circumstances or anniversary,
there has to be a new beginning, even
if that member chooses to opt out.
For the disengaged employer, this is
not only a nightmare, but the thin end
of the wedge. Regulatory scrutiny is on
the increase and companies will no
longer be allowed to deploy ‘set and
forget’ pension schemes.
Unintended consequences will always
accompany regulation. The potential
bear trap of pot-follows-member offers
an administrative nightmare and the
potential for retribution should a member
suffer detriment from an employer simply
following the rules.
Forewarned is forearmed and being
on top of policy, even harnessing it
within the HR strategy will pay dividends.
An engaged organisation will be
one more in control of its own destiny.
This will allow it to minimise risk and
maximise outcomes, be they in pounds,
shilling and pence for members or less
tangible, how the benefits are viewed, or
– and we live in hope – appreciated.
Which kind of organisation do you
want yours to be?

Auto enrolment in numbers

1948
9m

The foundation of the welfare state

up
to

workers saving into pensions
for the first time

less
than

10%

of employees choosing to
opt out of AE schemes
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The Marriage (Same-Sex Couples) Act
2013 (the 2013 act), which received Royal
Assent on 17 July 2013, has only a handful
of provisions in force, so there is some way
to go before the first same-sex marriages
the government anticipates will take
place next summer. However, sponsors
of pension plans should be aware of the
potential implications for their scheme once
full equality is in place.
Readers should note this article
describes the situation in England and
Wales. Scotland is legislating separately
to provide for same-sex marriages,
while Northern Ireland is limiting its legal
recognition of same-sex relationships to
civil partnerships. These differences will
mean added complication for cross-border
schemes, e.g. for a scheme based in
Scotland with a member who is party to
an English same-sex marriage.
The 2013 act for the most part provides
for same-sex spouses to be treated in
the same way as opposite-sex spouses
and contains specific provisions to
ensure that this is the case for both the
state retirement pension and guaranteed
minimum pension (GMP) benefits.
The way in which it deals with the
non-contracted out part of any survivor’s
pension payable under an occupational
pension scheme has, however, been the
cause of some controversy.
Since the introduction of civil
partnerships on 5 December 2005, it
has been possible for pension schemes
to restrict the non-contracted out part of
any survivor’s pension payable to a civil
partner to post-4 December 2005 benefit
accrual. The 2013 act allows for this same
restriction to be applied to the pension
payable to a same-sex spouse.
Unlike civil partners, however, who
represented a new category of potential
dependants, widows and widowers of
www.mycsp.co.uk

“There is some way to go before the first same-sex
marriages that the government anticipates will take
place next summer.”
same-sex marriages are likely to fall within
existing scheme definitions of ‘spouse’,
‘widow’ and ‘widower’ and automatically
receive the same benefits as an oppositesex spouse. Consequently, a pension
scheme that currently restricts the benefits
payable to a surviving civil partner and
wishes to do the same in the case of a
same-sex spouse may have to amend its
rules in order to achieve this.
The inequality between benefits
for opposite-sex married couples and
same-sex couples in marriages and civil
partnerships was hotly debated during the
2013 act’s passage through parliament.
As a result, the 2013 act includes
provisions requiring the secretary of state
to carry out a review of survivors’ benefits
in pension schemes that considers both
the costs and other implications of either
reducing or removing the differences.
This will include consultation with
interested parties and a report of
findings which must be published
before 1 July 2014.
If, following the review, the secretary
of state believes the law needs to be

changed, the 2013 act allows for this to be
done using secondary legislation.
Any review would have to consider
the likelihood of legal challenges should
the current inequalities remain and the
secretary of state will no doubt be mindful
of decisions of the European Court of
Justice (ECJ) in German cases involving
the treatment of ‘life partners’ (the German
equivalent of civil partners).
Here, the ECJ ruled that where, under
a national law, same-sex couples are in
a “comparable situation” to opposite-sex
married couples, it is direct discrimination
to treat same-sex couples less favourably
because of sexual orientation. This view
calls into question the validity of the
restrictions allowed under UK law on civil
partner and same-sex spouses’ benefits
and it has already been followed by an
employment tribunal in the UK.
Against this background, it seems highly
likely that, one way or another, survivors’
benefits under pension schemes in the UK
will eventually be fully equalised resulting
in another unexpected cost for those
responsible for funding them.
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pension reform

Everything changes,
yet nothing changes
Pension reform is a reality for
all public sector employers, but
continuity is as important as
change, says Richard Plater

Normal pension age will equal state pension
age, subject to a minimum of age 65. If state
pension age increases, all CARE benefits
accrued since final salary accrual ceased
will realign to the new age.

As the Public Sector Pensions Act 2013 has received
royal assent, the revisions to public sector pension
provision are almost finalised.
Though the act does not include a great deal of
detailed provision, it does lay out principles and
permits a degree of flexibility within scheme design
while ensuring a common framework.
The major changes introduced are:
• Replacing final salary benefits with career average
revalued earnings (CARE) schemes
• Linking normal pension ages to state pension ages
(with some exceptions)
• Placing a cap on future costs for employers.

Cap on future costs

Final salary changes

Lots left to do

Final salary benefits will cease to accrue at the relevant
commencement dates for the CARE schemes.
Benefits will then be based on pensionable earnings
at the date of leaving service and as if the old normal
pension ages were in force.
Members within 10 years of pension age as of
1 April, 2012 will receive full protection, i.e. they
will continue to accrue benefits on the existing
basis. However, there is scope for sliding
protection for members who are a further four
years from retirement.

CARE benefits

The benefits for active members will be revalued in
line with prices or national earnings via a new Treasury
order. There is scope to adjust this order to permit
schemes to apply different revaluation rates. Deferred
and pensioner benefits will be revalued via the existing
factors dictated by the Pensions (Increase) act 1971.
It should be remembered the civil service
introduced a new CARE scheme (the Civil Service
Nuvos Pension Scheme) in July 2007 for all new
entrants. It has a very specific approach to the
administration requirements and it will be interesting
to see how many of the new schemes adopt the
Nuvos administration structure.
Where an individual has a gap in pensionable
service of less than five years the gap will be
ignored and the benefits revalued as if they
were an active member.
6 The Process Winter 2013/14

www.mycsp.co.uk

www.mycsp.co.uk

Actuarial valuations will be used to assess the
financial health of the schemes and Treasury
has a significant say in all aspects of this process.
The intention is to protect the scheme benefits until
2040, i.e. 25 years after the effective date
and covers legislative revision.
If it is determined the employer is exceeding
the cap, there may be scope for benefit revisions.
The first stress test may well be the termination
of contracting out in April 2016 and the significant
increase in national insurance contributions for
the employers.
Though scheme benefits are clearly defined,
employers will be concentrating on the practical
application of regulations.
Administration systems and procedures must be
compliant with the regulations, and payrolls must
support revisions to the scheme data requirements,
member contribution deductions, etc.
The Local Government Pension Scheme (LGPS)
goes live in April 2014, with other schemes
following in 2015. This means there is a slightly
different focus between the various organisations.
Those schemes with the benefit of an additional
year to prepare, are in fact still fine-tuning their
benefit structures and are less focused on the
practicalities of achieving the required results.
To achieve this, employers should focus on:
• Identifying the categories of member
• Understanding the practical application
of the regulations
• Checking administration systems are able
to support the CARE benefit structure – and
importantly – continue with the old final salary
benefits
• Ensuring payrolls can support the administration
systems.
Rather than the end of public sector pension reform,
this is only the beginning. There is much work to be
done, not only to ensure the new system will work,
but to understand that many of the old challenges
still need to be effectively managed.
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interview: Michael O’Higgins

All along the watchtower
Recent years have seen the Pensions Regulator (TPR) become a more vigilant, proactive guardian
of occupational pension schemes. Its chairman, Michael O’Higgins, tells Pádraig Floyd how the
organisation will develop as it responds to the challenges it faces
Pádraig Floyd: TPR has changed
considerably in recent years. How
would you define that change and how
is TPR now better placed to protect
workplace savings than before?
Michael O’Higgins: The pensions
landscape has changed and we’ve had
to change with it. In the early years,
a significant focus was to ensure that
members of defined benefit (DB) schemes
were properly protected. DB schemes
remain a key area for us, but our approach
has evolved with the market, so that we
now look at risks in a more integrated
manner. The advent of automatic
enrolment (AE) means we’re now
communicating directly with thousands
more employers, as well as intermediaries
and business advisers.
Dealing with operations and processes
on this scale has obviously been a
huge change, but I believe we remain
a flexible and agile organisation despite
the expansion to our remit. Delivering
successful AE has also necessitated
a much more proactive approach to
regulating defined contribution (DC)
schemes, where governance is central
to the outcomes members receive. We
have organised ourselves around these
three key areas: DB, DC and AE, but as
a public body we’ve also endeavoured to
be even more open and transparent in
recent years and act on the feedback we
receive, good and bad. I believe this has
made us a more effective regulator.
How is auto enrolment progressing
and what challenges will schemes face
as staging continues?
Over 1.6 million more people across the
country have now been automatically
enrolled into a pension, and opt-out levels
are reportedly low. 2014 will offer different
challenges, as we move to the roll-out
8 The Process Winter 2013/14

of AE to thousands of medium-sized
businesses in each wave. We believe the
industry has the capacity to cope but we
are monitoring the situation closely.
Our research shows the majority
of employers believe AE is good for
their workers, but that awareness and
understanding is lower among smaller
employers with less experience of
pensions. We will continue to develop
tools and information tailored to the
needs of employers of different sizes to
help them understand what they need to
do to comply on time and to enrol their
workforce into a good scheme.
Our key messages to employers are:
know your staging date, plan ahead and
allow plenty of time to choose both a
scheme and software provider – at least
six months before your staging date.
Employers need to be aware that
non-compliance will result in
enforcement action, which may result
in financial penalties.
TPR is researching what ‘good
outcomes’ should mean for DC
members. What have you learned
so far?
We have been through a thorough
programme of engagement and
consultation with the industry since
2011, on our approach to regulating
DC schemes and the standards we
want to see.
Our DC Code of Practice (detail at
http://bit.ly/TPR_DC_code) is due to
come into effect in November 2013 and
we’ve published a set of principles and
quality features to help trustees meet
both legislative requirements and good
practice. Our approach will complement
the work the DWP is doing on quality
standards for DC schemes.
We are now developing our operational
approach to DC casework and will be

moving into testing compliance with the
standards we’ve outlined, for example
by carrying out ‘thematic reviews’
of governance.
One of the central challenges remains
how employers, trustees and members
can know that they’re receiving value for
money. The NAPF, ABI, and IMA have
all done important work to try to improve
transparency and comparability, and
charges have gravitated towards around
0.5% for ‘modern’ automatic enrolment
schemes. But the OFT’s landmark
report made plain that more needs to be
done to strengthen the position of the
consumer and improve outcomes.
We’re updating our guidance to
trustees to help them capture the full
value for money picture of their scheme
and we’re working with the industry and
government to attempt to bring about
decisive change in this area.

“Over 1.6 million more people across the country
have now been automatically enrolled into a
pension, and opt-out levels are reportedly low.”

Pensions liberation has had a lot of
press, though is apparently falling
at the moment. What more should
schemes do to protect their members
and what more could TPR do to
assist them?
Pensions providers, administrators and
trustees are at the front line in disrupting
pensions liberation fraud. We urge them to
follow the checklist in the action pack (find
it at http://bit.ly/TPR_liberation) and to take
action to alert members to the risks.
Where they have reason to believe the
receiving arrangement is not a legitimate
occupational pension scheme, or other
permitted receiving arrangement, they
should consider carefully whether the
application is validly made, and, if not,
whether they have any duty to process
the transfer.
Alongside this, the regulator is pursuing
enforcement action. We’re strategically
targeting our activities to stamp down
www.mycsp.co.uk

on the models that pose the greatest
systemic risk and we will be establishing
the reach of our legal powers in a
number of ongoing cases.
Perhaps as a natural consequence of
trying to raise awareness of this type of
fraud, there have been calls for more to
be done. We recently held a workshop
with key players in the pensions industry
and had open and frank discussions
about how the rules around pensions
transfers might be refined to make life
more difficult for fraudsters.
We will continue this dialogue as we
www.mycsp.co.uk

work with our Project Bloom partners to
decide next steps.
What are the other key challenges
facing schemes in the next couple
of years?
Preparing smaller employers with less
pensions experience for their new AE duties
is a significant challenge. We will continue
to focus on delivering tailored information
and support so that medium and small
businesses understand what they need
to do to comply on time and to enrol their

workers in good schemes.
As well as setting quality standards
for DC schemes, we will continue to
communicate our expectations to DB
schemes with the aim of as many members
as possible receiving their full benefits
(while respecting employers’ sustainable
growth).
We’ll shortly be consulting on changes
to our scheme funding code of practice
and revised DB strategy, which will help
trustees and employers to understand
how we are approaching our new statutory
growth objective.
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Topping up

Talk to your administrator

on financial education

Pensions liberation

Employees should
seek clarification about
their pension from the
product provider and
not their employer

Employers who offer workers
additional means of saving
for the future should not
be afraid of providing them
with information, says Mark
Taylor, managing director of
Equiniti Investment Services,
a provider of employersponsored ISAs and share
trading services
The modern workplace has changed a lot
in the last couple of decades. No longer
is reward split between pay and pension
savings. Employers now offer a wide
range of employee benefits as a way of
attracting, retaining and rewarding the
personnel they need in their business.
Some of these benefits include
alternative savings and investment
vehicles, such as employer-sponsored
individual savings accounts (ISAs). These
help employees top up their retirement
pots as many are beginning to realise
their pension may not quite provide the
lifestyle they had hoped for once they
leave employment.
Offering new and more diverse
financial choices can create challenges
for corporates.
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Though employees must ultimately
take responsibility for their savings and
investment plans, many employers may
wish to provide employees with support
and provide access to investment
as they do for pension schemes and
other benefits.
Any information provided by the
employer must be correct and current
at all times. However, employers are
not – and should not be expected to
act as – financial advisers.
Under the Financial Services Market
Act, employers cannot provide specific
advice to employees about the action
they should take in relation to a product
or service. Advice can only be given
by an independent financial adviser
(IFA), regulated by the Financial
Conduct Authority.
Employers may, however, provide
financial education as well as access
to information, which is generic to
all staff. Such information is not only
cheaper and simpler than offering

“Employers are not
– and should not be
expected to act as –
financial advisers.”

individual advice, but widely available.
Trade bodies, regulators and
government all offer information to
address topics where HR departments
cannot commit themselves. There are
also specialist providers of financial
education services.
The first port of call, however, should
be your product provider, who will be
an invaluable source of information,
support and experience. They will also
understand the profile of your workforce
and can help you to provide appropriate
product literature, HR staff training
and support for induction processes,
communication programmes and direction
on further sources of information.
A benefit is only a benefit if employees
have the ability and confidence to take
advantage of it, whether that is in its
own right or, in particular for a savings or
investment product, as part of the wider
benefits package.
With anything new, an education
process is required, but employers
should not be concerned about engaging
with employees about financial products
just because they are unfamiliar or they
are regulated.
With the right help providing
information or financial education
becomes as straightforward as any
other benefit.
www.mycsp.co.uk

Pensions liberation
sounds like a basic right,
but is in fact fraud, plain
and simple. Not only
against HMRC, but often
against the individual who
believes this to be their
route to financial freedom.
Administrators need to be
aware of the dangers and
develop tactics to deal with
them, says Paul Mead

If looking for a perfect textbook
example to illustrate the need for
caveat emptor, then look no further than
pensions liberation.
It is often the desperate who are
caught by the allure of a way to free
their hard-earned pensions savings
before age 55, often in times of
personal financial difficulties using
proven hard-sell techniques of cold
calling and texting.
What the unfortunate individual is
unlikely to know is that the transfer
could cost them up to 30% of the
transfer value in upfront fees will
result in a payment of up to 55% to
the taxman and that what is left could
be invested abroad outside the reach
of UK regulators. In many cases, the
individual who sought immediate relief
to their financial woes, may find they
have nearly as much debt following the
‘liberation’ as before.
There has been a great deal of
debate as to how to put a stop to
pensions liberation fraud. However, the
front line of policing this fraud remains
the pensions administrator and that
leaves them in a very difficult situation.
It is true the Pensions Regulator
(TPR) has been trying to prove through
the High Court that certain schemes
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are not genuine and have been set up to
defraud. However, the case brought by
TPR, which went ahead in October 2013,
found that the schemes in question were
indeed “occupational pensions schemes”
as defined in pensions legislation.
While this result means there is still a
lack of clarity for administrators, they can
continue to satisfy their duty of care by:
• Following the published TPR guidance –
including looking out for warning signs and
issuing a booklet to members
• Maintaining a watch list of
suspect schemes
• Avoiding making payment to apparent
liberation schemes. (Some apparently
genuine schemes have been cleverly
created by registering the scheme with
HMRC and using the scamming company
as the principal employer.)
• Further enhancing processes to enable
scams to be identified by determining
whether the person giving the advice is
authorised to do so, the member is an
employee of the sponsoring employer
or an unfamiliar firm has suddenly put in
several transfer requests.
Though the administrator may follow
these processes, what does an
administrator do when then confronted by
a member who wants to continue despite
the evidence?
Before this happens, we would
recommend administrators discuss
with their trustees the policy that
should be adopted.
The administrator might
recommend one of the
following options:

• Delegate to perhaps two of their
number the review and decision as to
whether to proceed with the transfer
where the administrator believes the
receiving scheme to be suspect
• Refuse to pay transfers where the
administrator has evidence that
indicates the scheme may be a
pensions liberation scheme
• Pay a transfer value, despite there
being evidence that the scheme is
suspect, provided the member has
received and confirmed sight of
information warning them of the
nature of the receiving scheme
and the consequences of it being
a liberation scheme.
Many of our clients’ schemes are
experiencing a significant number of
requests of this nature.
We therefore recommend urgently
putting in place a policy for dealing
with cases where a member demands
payment of a transfer value to a
scheme that appears to be for the
purposes of liberation.
Any such policy should be reviewed
at the end of this year and updated in
line with developments and agreed
best practice.
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