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Joint DB and DC trustee agenda update: current legal issues 

For July 2017 meetings 
Welcome to our monthly update on current legal issues for trustees responsible for DB and DC pension arrangements, 
designed to help you stay up to date with key developments between trustee meetings, and to support the legal update item 
on your next trustee agenda. A separate DC-only briefing is also available. 

Money laundering compliance duties NEW! 
Trustees of occupational pension schemes have 
additional compliance duties under new money 
laundering regulations from 26 June 2017.  

The most immediate duties relate to record-keeping and 
to provision of information when entering into a 
transaction/business relationship with parties (such as 
banks/some advisers) that are required to carry out 
money laundering checks. Additional HMRC reporting 
requirements could be more burdensome, but require 
further clarification. Read more 

ACTION: Note the new duty to maintain records 
and the disclosure requirement on entering into a 
transaction or business relationship with a 
‘relevant person’. Keep a watching brief on further 
developments. 

Reduction in MPAA? UPDATED! 
The government had planned to reduce the money 
purchase annual allowance (MPAA), which applies 
where members have accessed DC pension savings, 
from GBP10,000 to GBP4,000 from 6 April 2017.  

However, the provision was omitted from the Finance 
Act 2017 when the Parliamentary process was expedited 
in light of the general election. The government 
indicated that, if re-elected, it intended to press ahead 
with its shelved policies, so we expect that this may be 
included in the Summer Finance Bill 2017 – but that 
implementation may be postponed to 6 April 2018. Read 
more 

ACTION: Liaise with administrators about any 
changes to systems, and communications to 
members, made in anticipation of the expected 
reduction; consider whether action is required 
once the position is clarified for FY2017/18. 
Contact us for help with member communications. 

TPR annual funding statement 
The Pensions Regulator’s latest annual funding 
statement sets out a robust approach to intervention in 
valuation processes where it believes schemes are not 
being treated fairly. There is a particular emphasis on 
assessing the impact of dividend payments on the 
sponsor covenant. More generally, the statement 
emphasises the need to implement contingency plans 
where a scheme’s funding position is worse than was 
expected at the last valuation (which it expects to be the 
case for many schemes). Read more 

ACTION: Trustees should review the statement 
and be familiar with the Regulator’s expectations 
and the circumstances in which it may intervene. 

Auto-enrolment: upcoming changes 
Statutory minimum auto-enrolment contributions for DC 
schemes will increase on 6 April 2018 (and again a year 
later) – to find out more, see Part 1 of our updated guide 
to the auto-enrolment regime. The Pensions Regulator 
has recently published additional guidance on a range of 
issues linked to the increase in statutory minimum 
contributions. Read more 

Where an employer has used the transitional 
arrangement in relation to DB schemes, which permitted 
auto-enrolment to be postponed until 1 October 2017, 
preparations for auto-enrolling relevant jobholders 
should be on the agenda. 

ACTION: Liaise with employers about the impact 
of the forthcoming changes. Prepare to make any 
necessary rule amendments in relation to 
member contributions, including consultation 
as appropriate. 

https://www.aohub.com/aohub/publications/new-money-laundering-compliance-duties-for-pension-trustees_1?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTkm%0D%0AmKaf%2BX2mDKoOPiGX4nYV&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/snap-election-changes-to-finance-bill-pensions-provisions_2?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTnD%0D%0AHdepEq4JnbXPgBQWpnip&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/snap-election-changes-to-finance-bill-pensions-provisions_2?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTnD%0D%0AHdepEq4JnbXPgBQWpnip&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week-22-may-2017?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTlV%0D%0A8pTtAKoZl7m05uT0pKM6&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/pensions-auto-enrolment-and-re-enrolment-deconstructed?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQ71hKXzqW2Ec%3D&key=BcJlhLtdCv6/JTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTlmaGKK82GczX/Cqu0JfTrA
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week-24-april-2017?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTmM%0D%0A%2Bx%2BlmCj%2FvrXPgBQWpnip&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
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Reminder: Cybersecurity 
Recent ransomware attacks are a reminder of the 
importance of identifying and addressing cybersecurity 
risk. Our detailed guide to cybersecurity issues for 
pension schemes will help you identify simple steps to 
mitigate some types of risk; others will require ongoing 
action and monitoring as part of your duty to have 
appropriate technical and organisational measures to 
ensure member data is held securely. Our checklist 
summarises key issues and actions. 

ACTION: Assess your scheme’s preparedness, 
including in light of the recent attack. Seek input 
from administrators and other data processors; 
contact us for further assistance and/or training. 

TPR investment guidance  
The Pensions Regulator has published guidance covering 
a range of DB investment governance issues, including 
setting and implementing an investment strategy and 
monitoring investments. The guidance includes a focus 
on the security of DB assets, and recommends that 
trustees review the terms of agreements with investment 
managers and advisers. Read more 

ACTION: Review practice against the guidance. 
Contact us for assistance with assessing the 
security of assets and/or reviewing adviser terms. 

Reminder: Protecting DB and DC assets NEW! 
Trustees of both DB and DC arrangements should 
understand the protection mechanisms that apply to 
scheme assets – see, for example, the 2016 DC Code and 
recent investment guidance for DB schemes. Our 
updated guide to asset protection provides an overview 
of the types of protection available for both DB and DC 
assets. Read more 
 

ACTION: Contact us for a tailored checklist of 
questions to obtain relevant information; and for a 
legal review to identify any gaps in protection and 
ways to mitigate these. 

Pensions advice allowance UPDATED! 
A new tax-free ‘pensions advice allowance’ was 
introduced from April 2017. Members can withdraw up 
to GBP500 tax-free from DC funds, on up to three 
occasions, to pay for regulated advice on 
pensions/retirement. Offering this new authorised 
payment is optional; schemes which do so will pay the 
funds directly to the adviser. Read more 

However, in the rush to enact the Finance Act 2017 
before the general election, the government shelved the 
additional proposed allowance for employer-arranged 
pensions advice. This may be included in the Summer 
Finance Bill 2017. Read more 

ACTION: Consider whether to offer the new 
payment. Contact us for assistance with member 
communications and to assess whether a rule 
change would be required. 

 
 
 

Have your say 
– The FCA is consulting on a draft financial guidance 

factsheet for trustees (deadline 11 July 2017). 
Read more. Our quick guide discusses the risks of 
breaching financial services regulatory rules. 

 
 

Watch this space 
– There is uncertainty about the government’s plans 

for DB pensions reform. No commitments in this 
area featured in the Queen’s Speech. Read more 

– TPR is due to set out its approach to determining 
whether trustees are acting in a professional or lay 
capacity (relevant to enforcement and penalties for 
breach) shortly. Read more 

 
 
Need help with a pensions dispute? Visit www.allenovery.com/pensionsindispute for practical help with 
pensions problems, including our new case tracker. 

Need help managing DB pension risk? Visit www.allenovery.com/pensionrisk 

Looking for resources on a range of DC-related issues? Visit www.allenovery.com/DCHQ 
 
Contact us at pensions.team@allenovery.com for more information or to be added to our mailing list. 
 

http://www.allenovery.com/SiteCollectionDocuments/Cybersecurity%20and%20pension%20schemes.pdf
http://www.allenovery.com/SiteCollectionDocuments/Cyber_risk_-_practical_actions_checklist.pdf
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week_12?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTms%0D%0A1loXNWN8K0%2FhiGaiTfdw&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/quick-guide-to-asset-protection-for-pension-schemes?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTnZ%0D%0A6UEqavQbgbpskrooXVOA&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/update-gmp-equalisation-and-changes-to-rules-on-contracted-out-benefits?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTn9%0D%0APIpsV4qzKbpskrooXVOA&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/snap-election-changes-to-finance-bill-pensions-provisions_2?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTnD%0D%0AHdepEq4JnbXPgBQWpnip&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week_14?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTl2%0D%0AZb9vRB3R7H%2FCqu0JfTrA&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/a-quick-guide-to-financial-services-regulatory-risks-for-occupational-pension-schemes_1?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTlW%0D%0ArP%2F5ZXgeLLXPgBQWpnip&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week-26-june-2017?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQ71hKXzqW2Ec%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTkm%0D%0AmKaf%2BX2mDH%2FCqu0JfTrA
https://www.aohub.com/aohub/publications/pensions-whats-new-this-week_11?nav=FRbANEucS95NMLRN47z%2BeeOgEFCt8EGQTBTrTXtG0BY%3D&key=BcJlhLtdCv6%2FJTDZxvL23TQa3JHL2AIGr93BnQjo2SkGJpG9xDX7S2thDpAQsCconWHAwe6cJTl9%0D%0At9%2BieSV65aoOPiGX4nYV&uid=M4vvL5%2BJAZ4%3D&emkey=u4DXrf9H1%2BbiOvLzfzkSfETyUtMlqwXXFfKbhm0P1eE%3D
http://www.allenovery.com/publications/en-gb/pensionsindispute/Pages/default.aspx
http://www.allenovery.com/pensionrisk
http://www.allenovery.com/DCHQ
mailto:pensions.team@allenovery.com
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Money laundering compliance duties NEW!

Trustees of occupational pension schemes have additional compliance duties under new money laundering regulations from 26 June 2017. 

The most immediate duties relate to record-keeping and to provision of information when entering into a transaction/business relationship with parties (such as banks/some advisers) that are required to carry out money laundering checks. Additional HMRC reporting requirements could be more burdensome, but require further clarification. Read more

		ACTION: Note the new duty to maintain records and the disclosure requirement on entering into a transaction or business relationship with a ‘relevant person’. Keep a watching brief on further developments.





Reduction in MPAA? UPDATED!

The government had planned to reduce the money purchase annual allowance (MPAA), which applies where members have accessed DC pension savings, from GBP10,000 to GBP4,000 from 6 April 2017. 

However, the provision was omitted from the Finance Act 2017 when the Parliamentary process was expedited in light of the general election. The government indicated that, if re-elected, it intended to press ahead with its shelved policies, so we expect that this may be included in the Summer Finance Bill 2017 – but that implementation may be postponed to 6 April 2018. Read more

		ACTION: Liaise with administrators about any changes to systems, and communications to members, made in anticipation of the expected reduction; consider whether action is required once the position is clarified for FY2017/18. Contact us for help with member communications.





TPR annual funding statement

The Pensions Regulator’s latest annual funding statement sets out a robust approach to intervention in valuation processes where it believes schemes are not being treated fairly. There is a particular emphasis on assessing the impact of dividend payments on the sponsor covenant. More generally, the statement emphasises the need to implement contingency plans where a scheme’s funding position is worse than was expected at the last valuation (which it expects to be the case for many schemes). Read more

		ACTION: Trustees should review the statement and be familiar with the Regulator’s expectations and the circumstances in which it may intervene.





Auto-enrolment: upcoming changes

Statutory minimum auto-enrolment contributions for DC schemes will increase on 6 April 2018 (and again a year later) – to find out more, see Part 1 of our updated guide to the auto-enrolment regime. The Pensions Regulator has recently published additional guidance on a range of issues linked to the increase in statutory minimum contributions. Read more

Where an employer has used the transitional arrangement in relation to DB schemes, which permitted auto-enrolment to be postponed until 1 October 2017, preparations for auto-enrolling relevant jobholders should be on the agenda.

		ACTION: Liaise with employers about the impact of the forthcoming changes. Prepare to make any necessary rule amendments in relation to member contributions, including consultation as appropriate.






Reminder: Cybersecurity

Recent ransomware attacks are a reminder of the importance of identifying and addressing cybersecurity risk. Our detailed guide to cybersecurity issues for pension schemes will help you identify simple steps to mitigate some types of risk; others will require ongoing action and monitoring as part of your duty to have appropriate technical and organisational measures to ensure member data is held securely. Our checklist summarises key issues and actions.

		ACTION: Assess your scheme’s preparedness, including in light of the recent attack. Seek input from administrators and other data processors; contact us for further assistance and/or training.





TPR investment guidance 

The Pensions Regulator has published guidance covering a range of DB investment governance issues, including setting and implementing an investment strategy and monitoring investments. The guidance includes a focus on the security of DB assets, and recommends that trustees review the terms of agreements with investment managers and advisers. Read more

		ACTION: Review practice against the guidance. Contact us for assistance with assessing the security of assets and/or reviewing adviser terms.





Reminder: Protecting DB and DC assets NEW!

Trustees of both DB and DC arrangements should understand the protection mechanisms that apply to scheme assets – see, for example, the 2016 DC Code and recent investment guidance for DB schemes. Our updated guide to asset protection provides an overview of the types of protection available for both DB and DC assets. Read more



		ACTION: Contact us for a tailored checklist of questions to obtain relevant information; and for a legal review to identify any gaps in protection and ways to mitigate these.






Pensions advice allowance UPDATED!

A new tax-free ‘pensions advice allowance’ was introduced from April 2017. Members can withdraw up to GBP500 tax-free from DC funds, on up to three occasions, to pay for regulated advice on pensions/retirement. Offering this new authorised payment is optional; schemes which do so will pay the funds directly to the adviser. Read more

However, in the rush to enact the Finance Act 2017 before the general election, the government shelved the additional proposed allowance for employer-arranged pensions advice. This may be included in the Summer Finance Bill 2017. Read more

		ACTION: Consider whether to offer the new payment. Contact us for assistance with member communications and to assess whether a rule change would be required.
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Have your say

The FCA is consulting on a draft financial guidance factsheet for trustees (deadline 11 July 2017). Read more. Our quick guide discusses the risks of breaching financial services regulatory rules.









		[image: ]Watch this space

There is uncertainty about the government’s plans for DB pensions reform. No commitments in this area featured in the Queen’s Speech. Read more

TPR is due to set out its approach to determining whether trustees are acting in a professional or lay capacity (relevant to enforcement and penalties for breach) shortly. Read more









For your DB and DC trustee agenda: current legal issues | For July 2017 meetings

3





© Allen & Overy LLP 2017

Allen & Overy means Allen & Overy LLP and/or its affiliated undertakings. The term partner is used to refer to a member of Allen & Overy LLP or an employee or consultant with equivalent standing and qualifications or an individual with equivalent status in one of Allen & Overy LLP’s affiliated undertakings. This document is for general guidance only and does not constitute definitive advice. | CO:30191796.1

© Allen & Overy LLP 2017	allenovery.com

www.allenovery.com



		Need help with a pensions dispute? Visit www.allenovery.com/pensionsindispute for practical help with pensions problems, including our new case tracker.

Need help managing DB pension risk? Visit www.allenovery.com/pensionrisk

Looking for resources on a range of DC-related issues? Visit www.allenovery.com/DCHQ







		Contact us at pensions.team@allenovery.com for more information or to be added to our mailing list.
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