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Welcome to LCP’s latest quarterly DC Update, in which 

you will find our views on the key developments in the 

DC arena over the last three months, together with 

actions and issues heading your way.

2016 was extremely busy, with a new DC Code of 

Practice, further reductions to pension taxation 

limits and the cessation in April of member-borne 

commission payments / active member discounts. 

We also saw an increased focus from The Pensions 

Regulator (TPR) on raising awareness of scams, fines 

for not completing a Chair’s Statement on time and 

further details on how members might be able to use 

their DC accounts to pay for financial advice, which is 

likely to become even more important now that the 

total membership of DC schemes has, for the first time, 

overtaken DB schemes.

What’s on the  
horizon for DC?

Turn insight into action

LCP Horizon is a one stop solution to meet your 

governance, communications and investment 

needs; enabling you to take effective, measurable 

actions to help your members.

Find out more
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Looking forward and providing an 
update on news from Q4 2016.

In this edition  
we focus on:

§§ Key market updates for  

you to consider

§§ Legislation to watch out for

§§ 2017 – another busy  

year for DC!

Market updates
Money purchase annual allowance could reduce

The Government proposes to reduce the money 

purchase annual allowance (which applies in limited 

cases) from £10,000 to £4,000 pa from tax year 

2017/18, including, we assume, for those already falling 

into this measure because of past events. A short 

consultation about whether this reduction would 

achieve certain Government aims is in place until 15 
February 2017.

If this goes through, trustees and scheme sponsors 

will need to make sure that they communicate the 

potential impact of this to scheme members during 

April 2017. Some DC members may have triggered 

flexible payment options from previous schemes – they 

will still be caught, so a precautionary communication 

programme on this important issue would be worth 

considering.

http://www.thepensionsregulator.gov.uk/press/pn17-03.aspx
http://www.thepensionsregulator.gov.uk/press/pn17-03.aspx
http://www.lcphorizon.com
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/571622/Reducing_the_money_purchase_annual_allowance_consultation_web.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/571622/Reducing_the_money_purchase_annual_allowance_consultation_web.pdf
https://www.gov.uk/government/consultations/reducing-the-money-purchase-annual-allowance
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Pension scams – ‘enough is enough’ 

As promised in the 2016 Autumn Statement, HM 

Treasury and the Department for Work & Pensions 

(DWP) are jointly consulting on three measures to 

combat pension scams – banning cold calls; limiting 

the statutory right to a transfer, and making it harder to 

open fraudulent schemes.  

The Government revealed in a written Parliamentary 

Q&A that, whilst there have been over 2,000 reports 

collated by Action Fraud since the start of 2014, 

over the same period only seven people have faced 

prosecution.  However, the true extent of pension 

scams remains unknown, because many go unreported, 

or take several years to investigate.  

Here’s some detail on two key areas you need to know 

more about:

1. A ban on cold calls

The proposed ban on all cold calls in relation to 

pension scams is to be policed by the Information 

Commissioner’s Office under existing legislation. 

This includes having the power to issue fines of up to 

£500,000 on firms located or operating in the UK. 

Various activities will be banned such as: offering 

a free pension review; inducements to hold certain 

investments within a pensions tax wrapper; 

conversations involving inducements to transfer funds 

directly from a pension scheme and calls that result in 

hand-offs to other organisations involved in fraudulent 

behaviour.

We recommend that this information is communicated 

to members at the next opportunity so they are aware 

what to look out for. The message is if it sounds too 

good to be true, it usually is!!

2. Limiting the statutory right to a transfer

A great difficulty for legitimate pension providers 

is that, even where their due diligence on a transfer 

request reveals suspicions that the receiving scheme 

is fraudulent, the DWP’s own legislation requires 

a payment to be made because members have a 

statutory right to a transfer. The Government proposes 

to address this by restricting the statutory right to a 

transfer. 

TPAS launches online pension scam guidance tool

To welcome in the New Year The Pensions Advisory 

Service (TPAS) launched a self-service website tool, 

which aims to help scheme members who may initially 

be too worried or embarrassed to express their 

concerns to others about a potential scam. TPAS hopes 

that pension providers will direct their customers to it 

in order to disrupt scammers – especially at the point 

of a questionable transfer.

The online tool asks a few simple questions and then 

suggests next steps, ranging from “try not to worry too 

much” where a regulated financial adviser has been 

involved, to “call your pension provider immediately 

and stop any transfers from happening … please call 

our team” where the potential transfer is likely to be a 

scam.

We recommend you consider including a reference 

to this tool in future member communications and 

including it in member correspondence around 

retirement and transfer.

Royal Assent received for the Lifetime ISA (LISA)

The Savings (Government Contributions) Act 2017 

completed its final stages in the House of Lords and 

received Royal Assent in January. What this means in 

practice is that LISAs will go live in April 2017: quite how 

many providers will be in a position to launch them is 

another matter, particularly because of the concern in 

many quarters of a danger of mis-selling. 

TPR issues more fines 

TPR has issued its first fines against a number of 

master trust schemes for failing to complete a 

Chair’s Statement, as it continues to signal a very 

hard-nosed approach to dealing with DC scheme 

administrative lapses. None of the fines were 

contested and all were paid in full.   

This is yet further evidence of TPR’s willingness to 

bare its teeth on legislative lapses. Make sure you 

do not get caught out!  

https://www.gov.uk/government/consultations/pension-scams/pensions-scams-consultation
https://www.gov.uk/government/consultations/pension-scams/pensions-scams-consultation
http://www.parliament.uk/business/publications/written-questions-answers-statements/written-question/Lords/2016-10-10/HL2154/
http://www.parliament.uk/business/publications/written-questions-answers-statements/written-question/Lords/2016-10-10/HL2154/
https://www.gov.uk/government/consultations/pension-scams/pensions-scams-consultation
https://www.gov.uk/government/consultations/pension-scams/pensions-scams-consultation
https://www.gov.uk/government/consultations/pension-scams/pensions-scams-consultation
https://www.pensionsadvisoryservice.org.uk/my-pension/online-tools?moreInfo=4
http://www.legislation.gov.uk/ukpga/2017/2/contents/enacted
http://www.thepensionsregulator.gov.uk/press/pn17-01.aspx
http://www.thepensionsregulator.gov.uk/press/pn17-01.aspx
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Financial Conduct Authority (FCA) proposes 
enhanced ISA approach to regulating LISAs

The FCA has issued a consultation about its proposed 

approach to regulating the promotion and distribution 

of LISAs.

It seeks to address the potential risks it has identified 

through an enhanced ISA approach by amending its 

handbook in respect of communications, information 

disclosures, cancellation rights and client assets. 

The FCA has identified five broad categories of risk 

that providers need to consider covering: complexity; 
contributions; investments; access and tax. 

Legislation to  
watch out for 
Pension providers making good progress on reducing 
fees and charges

The DWP says that pension providers have 

made significant progress towards meeting the 

recommendations of the Independent Project Board 

to reduce costs and charges in certain legacy DC 

schemes. However, progress remains unsatisfactory or 

unclear in a minority of cases.  

The details are contained within a report published by 

the DWP and the Financial Conduct Authority.

Auto-enrolment updates

The PLSA’s latest report on pensions adequacy 

recommends that minimum auto-enrolment (AE) 

contributions should increase to at least 12%. The 

report’s publication arrives at the same time as the 

latest statistics from the DWP which reveal that there 

are now nearly 8m in the AE arena. It will be interesting 

to see what happens when the minimum AE limits 

increase in 2018/19 in terms of opt outs – we’ll keep you 

posted.

As part of this process Pensions Minister Richard 

Harrington has announced that the widely anticipated 

review of the system of AE will go ahead this year.  

Finally, the Government concluded that for 2017/18 

the lower and upper limits for qualifying earnings will 

rise to £5,876 pa and £45,000 pa respectively, in line 

with National Insurance, while the earnings trigger will 

remain at £10,000 pa. Make sure your speak to your 

consultants about any potential impact this may have 

on your scheme. 

Financial Reporting Council tweaks SMPI assumption 

The Financial Reporting Council has published a 

revised version of Actuarial Standard Technical 

Memorandum 1 which sets out the basis on which 

annual statutory money purchase illustrations (SMPIs) 

should be determined. These apply for SMPIs issued on 

or after 6 April 2017.

The updates reflect changes to the mortality 

assumptions following new data released by the CMI.  

This change will lead to a fall in the illustrated pension 

figure by around 4-5% compared to last year, all else 

being equal.  

 

2017 – another busy 
year for DC!

TPR ups the ante on record-keeping

A survey of more than 530 trust-based 

occupational schemes has revealed little recent 

improvement in record-keeping. As a direct result, 

from 2017 the Regulator will ask trustees of some 

schemes to report their “common data” and 

“conditional data” record-keeping scores in their 

scheme return. 

https://www.fca.org.uk/news/press-releases/fca-publishes-rules-sale-lifetime-isa
https://www.fca.org.uk/publication/consultation/cp16-32.pdf
https://www.lcp.uk.com/our-viewpoint/2016/11/pensions-bulletin-201646/
https://www.gov.uk/government/news/pension-providers-making-good-progress-on-reducing-fees-and-charges
https://www.gov.uk/government/publications/poor-value-workplace-pension-schemes-a-review
https://www.gov.uk/government/publications/poor-value-workplace-pension-schemes-a-review
http://www.plsa.co.uk/PolicyandResearch/DC/Retirement-Income-Adequacy.aspx
http://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Commons/2016-12-12/HCWS339/
https://www.gov.uk/government/news/review-of-automatic-enrolment-to-build-on-success
https://frc.org.uk/Our-Work/Corporate-Governance-Reporting/Actuarial-Policy/Actuarial-Standard-Technical-Memorandum.aspx
http://www.thepensionsregulator.gov.uk/press/pn16-53.aspx
http://www.thepensionsregulator.gov.uk/press/pn16-53.aspx
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Any questions? 
If you would like any assistance or further information 
on the issues raised, please contact our DC team or the 
partner who normally advises you at LCP.

Philip Audaer
Principal
philip.audaer@lcp.uk.com 

+44 (0)20 7432 6777

Laura Myers

Partner
laura.myers@lcp.uk.com 

+44 (0)20 7432 6639

Helen Stokes

Consultant
helen.stokes@lcp.uk.com 

+44 (0)20 7432 0619

Simon Jackson

Consultant
simon.jackson@lcp.uk.com 

+44 (0)20 7432 6767
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Trumping adequacy
Populism: a political style that mobilises a large 
alienated element of the population

From the UK’s Brexit vote to Donald Trump’s 

election as US president, and perhaps to the 

elections in Germany and other European states 

this year, populism is becoming an explanation for 

the unexpected. We are entering a new era in global 

politics, economics and financial markets – how will 

this new era influence retirement outcomes over the 

next decade?

Pension policy-makers stress the importance of 

“adequacy” of retirement incomes. How do you 

feel about striving to deliver something that’s only 

adequate? More importantly, what’s the chance of 

encouraging your employees to save with a dream 

outcome that’s...drum roll…adequate? Setting aside 

the politics, some might say that UK pensions need 

a dose of populism.

Join us and our guest speakers on Wednesday  

22 March 2017 to embrace the ideas that will 

mobilise your population of pension savers.

Our conference will 

equip you to interrogate 

your DC scheme in all areas, 

including:

§§ Is your DC investment strategy working 

hard enough for your pension savers, and will it 

in a new era?

§§ What will new legislation and policy mean for 

your scheme - auto-enrolment review, pensions 

dashboard, transparency of charges…?

§§ What do pension savers think about what you are 

offering? Let’s hear direct from them

§§ Adequacy or excellence - where do you want to 

set your pension strategy, and how do you make 

it work?

§§ The power of a brand – why you need to build 

one for your scheme

LCP DC 
Conference 2017
Wednesday 22 March 2017

Communications

Governance

Reserve your seat

Investment

To find out more go to www.lcp.uk.com/events/
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