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PENSION UPDATE NOVEMBER 2011 
Pensions Bill 2011 receives Royal Assent on 3 November 2011 – The Pensions Act 2011 
The Pensions Act 2011 (the “Act”) brings into force several changes, including the increase in State Pensions Age (SPA), changes following the switch from RPI to CPI and, in a last minute addition, changes to the definition of “money purchase benefits” following the Bridge Trustees decision.

The Department for Work and Pensions (DWP) has published two factsheets explaining the background to the Equalisation of SPA (by November 2018) and the transitional arrangements for those most affected by the increase in retirement ages to 66 (by October 2020).  View fact sheet 1.
Following the Bridge Trustees case, the DWP announced its intention to introduce legislation, with retrospective effect, to provide certainty on what was, and what was not, a money purchase benefit, and to provide appropriate protection for members’ pension scheme benefits. The Government takes the view that the term “money purchase benefits” should refer only to benefits where there is no risk of a funding deficit. View fact sheet 2.
Cheviot comment – the Trustee Board continues to deal with as a priority. Meetings have been set up with the DWP to understand and discuss the issues We will keep you updated via our website.
The Act also deals with the finer detail of the switch from RPI to CPI as the basis for statutory increases, including changes to introduce CPI as the measure for calculating increases to PPF compensation.

Cheviot comment – this does not assist Schemes where the Rules refer to RPI. Please contact us if you are unsure of what your  Scheme rules state. 
In further amendments, the Government introduced a clause to cap administration charges on schemes used for auto-enrolment. 

Cheviot comment – we shall keep a watching brief. 
View the Pensions Act 2011.
Employer debt amending regulations delayed until December 2011
The Amending Regulations will introduce “flexible apportionment arrangements” (FAAs) which allow an employer that ceases to participate in an ongoing multi-employer scheme the option of apportioning its accrued liabilities in the scheme among the remaining employers provided certain conditions are met, and without the need to calculate an employer debt. Further changes are expected.
Cheviot comment – we shall keep a watching brief. 
Update on Solvency II Directive
Solvency II aims to reform fundamentally the capital requirements for insurers and reinsurers. The UK pensions industry has been resistant to the idea of a universal solvency regime. Concerns have been raised regarding employer costs of providing schemes and whether a "one size fits all" approach is capable of working, given the considerable differences in institutions for occupational retirement provision (IORPs). 

The European Insurance and Occupational Pensions Authority (EIOPA) have published a consultation paper.  This paper recognises that there are significant differences between pension scheme and insurance providers. 
Cheviot comment – this caution by EIOPA will be welcomed by UK employers, we shall keep a watching  brief. View the EIOPA consultation paper
Government to crack down on cash incentive offers
In a speech to the NAPF conference Steve Webb, pensions minister, announced that the Government is preparing to take action against companies that offer members of defined benefits schemes cash incentives to leave those schemes.  A working group is preparing a code of practice on de-risking exercises (due to be published before summer 2012). He also warned that legislation would be brought forward if necessary, as the communications and practice around some incentivised transfer offers remains poor.
Cheviot comment – we shall keep a watching brief. The Trustee Board already adhere to the Pensions Regulators guidance on offering members Enhanced Transfer Values. 
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Disclaimer We hope that you will find this note contains useful general information. The pensions arena is constantly changing. Please note that any item in the note cannot be relied upon as a substitute for obtaining specific legal or actuarial advice


