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In this DC update:
• Auto-enrolment participation (and contributions) 

continue to grow;  

• Theresa May’s decision to call a snap election 
backfired;

• the Queen’s Speech outlined the Finance Bill and 
other legislation;

• State Pension Age will rise for those in their 40s; 
and

• the Financial Conduct Authority has been very 
busy releasing reports.

What’s on the  
horizon for DC?
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In this edition :

§§ Key market updates

§§ FCA reports

§§ Auto-enrolment updates 

Auto-enrolment contributions set to increase in 
April 2018 

Minimum contributions are scheduled to increase from 
the current contribution of 2% of qualifying earnings 
to 5% which is set to take effect on 6 April 2018. The 
significance of this is two-fold: 

• If your scheme is currently based on the AE 
minimum contributions then these changes will 
increase your total pension spend which will need 
to form part of any budget planning for 2018/19 
onwards.  

• These changes will need to be communicated to 
members, and scheme documentation will need to 
be updated (eg booklet, new joiner letters). 

Workplace pension participation continues to 
increase
Auto-enrolment (AE) continues to drive up workplace 
pension participation, as evidenced in the latest findings 
published by the DWP, which shows that:

• 78% of employees eligible to participate in 2016 
were in a workplace pension in 2016 (up 3% from 
2015);

• 77% of employees eligible to participate in 2012 

have saved into a workplace pension in at least three 
of the four years between 2013 and 2016 (down 2% 
since 2015); and

• the annual total amount saved by eligible savers 
stands at £87.1 billion in 2016 (up £3.8bn from 2015).

Staging draws to an end 
All businesses with PAYE schemes that existed before 
April 2012 have now passed their “staging date” and are 
now therefore fully absorbed by the AE legislation.  

Employers with PAYE schemes set up after 1 April 2012 
but before 1 October 2017 have staging dates between 
1 May 2017 and 1 February 2018. New businesses which 
start up from 1 October 2017 are required to implement 
AE straight away (but can postpone for three months if 
certain conditions are met).  

Will auto-enrolment be extended to the  
self-employed?
David Gauke, the new Secretary of State for Work 
and Pensions, has acknowledged the success of AE to 
date, and at the same time he said “[the Conservative] 
… manifesto commits us to expanding pensions 
entitlements to include workers who are self-employed”.

We await further information on how this will be 
implemented and we will keep you updated. 

Welcome to LCP’s latest quarterly DC update. Here you’ll find our views on 
developments over the last three months, and actions to think about.

Are your communications up to date? 

With yet more changes affecting your 
members it is important to make sure 
that they are up to date on all these 
important issues. 

Are you confident that the next communication 
you send will be accurate and helpful to your 
members? 

https://www.gov.uk/government/statistics/workplace-pension-participation-and-saving-trends-2006-to-2016
https://www.gov.uk/government/statistics/workplace-pension-participation-and-saving-trends-2006-to-2016
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Increase in State Pension Age 
On 19 July the Government announced its intention to 
bring forward the timetable for increasing the State 
Pension Age (SPA). 

Current law states the SPA will increase from 67 to 68 
between 2044 and 2046 but the Government now 
intends to implement this between 2037 and 2039, 
seven years earlier in line with the Cridland Report.
However there is no promise made by the Secretary of 
State to legislate in the current Parliament.

Further details are in our Pensions Bulletin. 

General election had an unexpected result
Theresa May failed to achieve a majority government 
in the snap June election, and was forced to reach 
an agreement with the DUP. But how has that 
impacted pensions policy (and election promises)?

The DUP is committed to maintaining the triple lock on 
State Pensions, so plans to scrap the lock have been 
shelved for now. They also support the end of unfair 
treatment of women pensioners, which could lead 

to significant compensation for women affected by 
increases in the State Pension Age.  

Overall, it may be harder for the Government to tinker 
with the pension system – perhaps not a bad thing!

The Queen’s Speech confirms Finance Bill timing
On 21 June 2017 the Queen’s Speech was published.  
Key points to note are:  

• Due to the general election, the Finance Bill has 
been pushed back to Autumn 2017, albeit with full 
retrospectivity. The list of provisions that will apply 
from the start of the 2017/18 tax year includes: 

• The reduction to the Money Purchase Annual 
Allowance to £4,000 (down from £10,000)

• The increase in income tax exemption for 
employer-provided financial advice to £500  
(up from £150)

• A Financial Guidance and Claims Bill will establish 
a new arm’s length Single Financial Guidance Body 
(SFGB) that will replace the Money Advice Service, 
the Pensions Advisory Service and Pension Wise.

• The Data Protection Bill will implement the General 
Data Protection Regulation from 25 May 2018 
(more on this later).  

Same sex partners
In a ruling which appears to have immediate effect, the 
Supreme Court has decided that survivors’ pensions 
for same sex partners cannot be restricted to accruals 
from 5 December 2005. More information is set out in 
our News Alert but immediate actions are:

• trustees should take legal advice and consider, 
jointly with the scheme sponsor, removing any 
inequality; and

• companies need to assess whether the scheme 
provides unequal same sex survivors’ pensions and 
prepare to meet the cost of any equalisation in this 
area.  

General Data Protection Regulation (GDPR)
In less than a year (25 May 2018) GDPR comes into 
force. It is expected that it will continue to apply post-
Brexit: the impact on both organisations and trustees 
should not be underestimated. It will require detailed 
analysis of how personal data is used, by whom and 
for what purpose, and will most likely affect contracts 
currently in place with service providers.  

If you have not already done so, we recommend that 
you contact your legal advisors to find out exactly how 
the GDPR may affect you, and to set out what actions 
you can take over the coming months to be ready for 
the 25 May 2018 deadline.  

Does your DC scheme comply with the 
Pensions Regulator’s Code of Practice 13?
Last year, the Regulator launched a simplified  
Code of Practice for those who are responsible for 
running trust-based DC schemes. 

Complete our high level  
checklist to identify which areas of 
the revised Code you may need to 
focus on.

3 summer must-read tips for HR success

In this blog, Dipa Mistry Kandola 
shares her must-read tips to help 
you successfully adjust to the new 
regulations.  

Take me to the blog

https://www.gov.uk/government/news/proposed-new-timetable-for-state-pension-age-increases
https://www.gov.uk/government/publications/state-pension-age-independent-review-final-report
https://www.lcp.uk.com/our-viewpoint/2017/07/pensions-bulletin-201731/
http://citywire.co.uk/new-model-adviser/news/tories-u-turn-on-triple-lock-to-reach-dup-deal/a1028317
http://citywire.co.uk/new-model-adviser/news/tories-u-turn-on-triple-lock-to-reach-dup-deal/a1028317
https://www.lcp.uk.com/our-viewpoint/2017/06/pensions-bulletin-201726/
https://www.gov.uk/government/publications/list-of-provisions
https://www.lcp.uk.com/our-viewpoint/2017/07/supreme-court-rules-that-same-sex-partners-are-entitled-to-full-survivors-pensions/
https://www.lcp.uk.com/our-viewpoint/2017/07/supreme-court-rules-that-same-sex-partners-are-entitled-to-full-survivors-pensions/
https://insight.lcp.uk.com/acton/attachment/20628/f-05f9/1/-/-/-/-/DC Code of Practice checklist June 2017.pdf
https://insight.lcp.uk.com/acton/attachment/20628/f-05f9/1/-/-/-/-/DC Code of Practice checklist June 2017.pdf
https://www.lcp.uk.com/our-viewpoint/2017/07/3-summer-must-read-tips-for-hr-success/
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Regulator proposes a new monetary penalties 
policy and definition of “professional trustee”
The Pensions Regulator’s consultation paper and 
draft policy on a new policy for monetary penalties 
applicable to trustees was finalised in May.

This now includes managers 
for non-trust based schemes 
and any person who exercises 
trustee functions, such as 
directors of a corporate 
trustee and their advisers 
who contravene pensions 
legislation. 

The Regulator can already impose a penalty up to the 
statutory limit of £5,000 for an individual or £50,000 
for a corporate trustee.

We recommend that anyone involved in running a DC 
scheme takes this as a sign to review the scope of their 
duties and address any training needs. 

TPAS accounts show pensions engagement 
continues to rise
In what might be its penultimate report and accounts 
before merging with the Money Advice Service and 
Pension Wise sometime after Autumn 2018, the 
Pensions Advisory Service (TPAS) has revealed another 
increase in the number of people using its services.

TPAS, which also runs the telephony channel of  
Pension Wise, helped 180,499 customers in the year 
to 31 March 2017, up from 177,896 the previous year. 
Website visits were also up to 3,364,631 from 2,739,481 
the previous year, whilst customer satisfaction 
increased from 97% to 98%. But the high demand for 
the service caused the abandonment rate on telephone 
calls and webchats to increase from 8% to 15%.

Do your members know where to go to obtain 
guidance and/or advice in relation to their pension 
benefits? If you’re not sure, we recommend including 
a short section on this in your next member 
communication.   

NOW: Pensions removed from the master trust 
assurance list at its own request 
NOW: Pensions chose to withdraw from the master 
trust assurance list of providers for auto-enrolment 
while it works to resolve historic issues processing 
contributions for some clients. 

If you have any members invested in the  
NOW: Pensions Master Trust, we recommend you get 
in touch with NOW: Pensions to better understand the 
implications.

Freedom and Choice:  
 

the latest statistics 
  £12.7bn 
withdrawn since April 2015 

 

£1.9bn 
withdrawn in Q2 2017

£9,300 
average withdrawal in Q2 2017

Source: HMRC

LCP Annual Pensions Conference 2017

We’ve been putting together a topical agenda, 
focusing on key current issues such as:

• the benefits and potential pitfalls of fiduciary 
management; 

• some important developments in pensions 
accounting; and 

• how members of pension schemes can be 
helped to make good decisions.

Reserve your seat now

http://www.thepensionsregulator.gov.uk/doc-library/draft-monetary-penalties-policy-and-revised-professional-trustee-description-consultation-2017.aspx
https://www.pensionsadvisoryservice.org.uk/content/corporate-documents-files/uploads/56145_HC193_Web_Accessible.pdf
https://www.nowpensions.com/press-release/now-pensions-withdraws-master-trust-assurance-list-providers/
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/631129/Pensions_Flexibility_July_2017.pdf
https://www.lcp.uk.com/events/2017/09/annual-pensions-conference-2017/
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An update on the Financial Conduct 
Authority 
FCA confirms its initial findings on the asset 
management industry
In what is a landmark report for the asset management 
industry, in June the FCA published the final findings of 
its asset management market study. 

The final report confirmed: 

• that price competition is weak in 
a number of areas;

• investors are not always clear 
what the objectives of funds are;

• that fund performance is not always reported 
against an appropriate benchmark; and

• the FCA is concerned about the way that the 
investment consulting market operates.

The remedies the FCA is taking forward fall into three 
areas:

1. providing protection for investors not well placed 
to find better value for money 

2. driving competitive pressure on asset managers

3. improving the effectiveness of intermediaries

The FCA has published a consultation paper focusing 
on remedies to promote fairness for investors which 
closes on 28 September 2017.

New annuity comparison rules with effect from 
March 2018
The final rules have been published for annuity 
providers under which they must provide an 
“information prompt” to their customers, setting out 
how much they could gain from shopping around and 
switching provider, if appropriate. The new rules require 
a clear and prominent statement about enhanced 
annuities. They apply from 1 March 2018.  

You should check your current retirement processes in 
this area and update as necessary.  

Insurers aren’t doing enough to review lifestyle 
investment strategies
The FCA is concerned that insurers are not reviewing 
their investment strategies regularly, or reminding 
members of how they relate to their retirement options 
since 2012.  In its recent report, the FCA concluded that 
progress is much slower on many pre-2012 policies and 
has not even started on business written before 2001, 
many of whom may well be approaching retirement or 
well into any de-risking period in the lifestyle strategy 
being used.  

This is a necessary and important reminder to 
companies who may have legacy contract-based 
policies in place that the current default position may 
not be aligned with many of their employees’ intended 
retirement choices.  

FCA contemplates introducing protections for 
the retirement income market

The FCA is considering introducing a number of 
measures to protect those who have taken advantage 
of the previous Chancellor’s “freedom and choice” 
policy.

In publishing the interim findings of its Retirement 
Outcomes Review, the FCA finds that:

• many members are simply taking their DC pot in 
one go due to a mistrust of pensions;

• consumers utilising drawdown are not shopping 
around for the best product; and

• there is limited product innovation by pension 
providers.  

The intention is that these 
concerns will be rectified.  
Consultation closes on 15 
September 2017 and the FCA’s 
final report is expected in the first 
half of 2018.

We recommend that you make an 
effort to communicate clearly with 
your pension scheme members 
the need to shop around when they come to  
retirement to ensure they get the best outcome  
based on their individual circumstances.  

LCP’s response to the FCA’s Asset Management Market Study
We welcome the FCA’s report and support fully its aims to improve transparency and accountability in the industry. and were delighted that our 
fiduciary management survey featured. Find out more about the results of our survey, and our response to the FCA’s report.
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https://www.fca.org.uk/news/press-releases/fca-publishes-final-report-asset-management-sector
https://www.fca.org.uk/publication/policy/ps17-12.pdf
https://www.fca.org.uk/publications/multi-firm-reviews/pension-lifestyle-investment-strategies-findings
https://www.fca.org.uk/publications/market-studies/retirement-outcomes-review
https://www.fca.org.uk/publications/market-studies/retirement-outcomes-review
https://www.lcp.uk.com/media-centre/press-releases/2017/06/lcp-s-response-to-the-fca-s-market-study/
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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

Sohail Singal -  
Associate Consultant
sohail.singal@lcp.uk.com 
+44 (0)20 7432 7781

Simon Jackson -  
Senior Consultant
simon.jackson@lcp.uk.com 
+44 (0)20 7432 6767
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Unique and game-changing, our online tool  
LCP Horizon gives you the control while enhancing 
member outcomes.

And we keep improving it.

We are always looking at ways we can make things 
easier for our clients, and continuing to develop the 
functionality of LCP Horizon is a key focus for us.

New features for 2017 include:

§§ A series of ‘nudges’ designed to increase member 
engagement by delivering clear, timely and to the 
point messages.

§§ Bringing investment strategies all under one roof, 
so that we can focus on member outcomes and 
better understand journey risks.

§§ Greater governance control, so that you can 
demonstrate your DC offering provides value and 
generate a plan to become market leading.

Want to see these time-saving 
new features in action?
Ask for a demo from one of our DC experts, 
or book at www.lcphorizon.com

Have you seen what’s 
new in LCP Horizon?

Communications

Governance

Investment

Insight into action

LCP Horizon is very 
innovative – allowing 
trustees to monitor 
strategies in real time.
Judge, UK Pensions Awards

Developed in response 
to clients’ needs and very 
obviously supporting 
businesses and trustees to be 
more efficient and have greater 
insight into their schemes.
Judge, UK Pensions Awards

mailto:philip.audaer%40lcp.uk.com?subject=LCP%20Quarterly%20DC%20Update
mailto:laura.myers%40lcp.uk.com%20?subject=LCP%20Quarterly%20DC%20Update
mailto:sohail.singal.lcp.uk.com%20?subject=LCP%20Quarterly%20DC%20Update
mailto:simon.jackson%40lcp.uk.com?subject=LCP%20Quarterly%20DC%20Update
http://www.lcphorizon.com

