
 

 

11 November 2019 

Pensions: what’s new this week 
Welcome to your weekly update from the Allen & Overy Pensions team, bringing you up to speed on 
all the latest legal and regulatory developments in the world of occupational pensions.  

 

Government consults on simpler benefit statements | Executive pensions: new pay 
guidelines | Latest revaluation order | Master trust update 

Government consults on simpler benefit statements 
The government is consulting on changes to annual benefit statements, including seeking feedback 
on associated transition costs, future innovation, and how to encourage members to open 
statements. The consultation closes on 20 December 2019. 

Simpler annual statements 

Following last year’s launch of a simpler annual statement template (see WNTW, 22 October 2018), 
the government is now consulting on changes to benefit statement design as a way of increasing 
member engagement and understanding. The consultation focuses on members with money 
purchase benefits in schemes used for auto-enrolment, and seeks input on three different 
approaches: the simpler statement template (there has been limited adoption to date); using a set of 
high-level design principles; or the use of descriptors (which would be more detailed than the design 
principles). The government is still exploring whether a voluntary or mandatory approach would be 
appropriate, and is not proposing changes to regulations at this stage.  

Information on charges and transaction costs 

Last year, new rules were introduced to increase disclosure of information about DC investment 
costs and charges, including signposting requirements in the annual benefit statement (see WNTW, 
5 March 2018). The government is now proposing that annual statements for money purchase 
benefits should include individualised member costs and charges information. The Pensions 
Regulator’s (TPR) considers this to be best practice (see DC Communicating and Reporting 
guidance). The government is seeking input on various issues, including whether to phase-in the 
obligations, any potential risks to members, whether there is support for separate reporting of 
charges and transaction costs (and potentially other data), and whether approximate or average 
figures should be permitted for both charges and transaction costs. 

Guidance on producing Statutory Money Purchase Illustrations (SMPIs) 

Currently, SMPIs are produced with reference to guidance by the Financial Reporting Council. The 
government is consulting on changing this to statutory guidance produced by the Secretary of State 
for Work and Pensions. It plans to consult in due course on changes to regulations and the statutory 
guidance, but has provided some initial proposals for the key assumptions.  

https://www.gov.uk/government/consultations/simpler-annual-benefit-statements-for-workplace-pensions
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week_77?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTm1j%2Fs54pkV67pskrooXVOA&uid=JAI3emRuMU4%3D&emkey=Y0A%2FRtXWaHXsdy7ae3QRz%2BDkp5pWPvXNc%2BKPER9pVac%3D&utm_medium=email&utm_source=email-to-friend
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week_45?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTk0xei4lJ970T2L%2BEiiz68X&uid=JAI3emRuMU4%3D&emkey=Y0A%2FRtXWaHXsdy7ae3QRz%2BDkp5pWPvXNc%2BKPER9pVac%3D&utm_medium=email&utm_source=email-to-friend
https://www.thepensionsregulator.gov.uk/en/trustees/managing-dc-benefits/6-communicating-and-reporting


Executive pensions: new pay guidelines 
The Investment Association has published its new executive pay guidelines – this follows recent 
AGM voting guidance targeting pension contributions for executives (WNTW, 7 October 2019). In 
relation to pensions, it has been updated to include the following:  

● From 2020, where the pension contributions for incumbent directors exceed the rate available 
to the majority of the workforce, Remuneration Committees are expected to set out a credible 
action plan to reduce those contributions to the lower rate by the end of 2022. 

● Companies are expected to disclose in their Remuneration Report the pension contribution 
rate which they consider to be given to the majority of the workforce and explain how this rate 
has been derived.  

● No element of variable pay or allowances should be pensionable (previously the guidelines 
only referred to variable pay). 

Latest revaluation order 
The latest annual revaluation Order sets both the higher and lower revaluation percentage at 1.7% 
for the period 1 January 2019 to 31 December 2019. These annual Orders set out the statutory 
minimum level of revaluation for pension benefits (excluding guaranteed minimum pensions) for 
deferred members. The Order takes effect from 1 January 2020. 

Master trust update 
TPR has announced the end to the authorisation process for existing master trust schemes (the list 
of authorised schemes is here). The process triggered significant consolidation among existing 
master trusts, with more than half choosing to exit the market.  

Further information on TPR’s planned supervisory approach for master trusts is available in its latest 
update, which states that by the end of the year, schemes will be notified of the frequency of TPR’s 
intended engagement with schemes as well as its information requirements. 
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https://www.ivis.co.uk/media/13877/principles-of-remuneration-2020-final.pdf
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