EXPLANATORY MEMORANDUM TO

THE OCCUPATIONAL AND PERSONAL PENSION SCHEMES
(DISCLOSURE OF INFORMATION) REGULATIONS 2013

2013 No. 2734

This explanatory memorandum has been prepareaebpeépartment for
Work and Pensions and is laid before Parliamer@dymand of Her
Majesty.

Purpose of the instrument

This instrument revokes and replaces two exististyuments (The Personal
Pension Schemes (Disclosure of Information) Reguiat1987
http://www.legislation.gov.uk/1987/111hd The Occupational Pension
Schemes (Disclosure of Information) Regulations6)99
http://www.legislation.gov.uk/1996/165%ith one, consolidated, simplified
and updated instrument. The purpose of the ingnins to ensure that the
regulatory regime for the disclosure of informatlpnoccupational and
personal pension schemes to their members is clpdo, date and supports
the Government’s aim of reinvigorating workplacegens. A copy of the
DWP strategy document “Reinvigorating Workplace $@ms” can be found
at the following link:
https://www.gov.uk/government/publications/reinvigiing-workplace-

pensions

Mattersof special interest to the Joint Committee on Statutory
I nstruments

None
L egidlative Context

4.1  These Regulations revoke the existing reguiativhich currently
provide the basis for the private pension disclesfrinformation
regime, and replace these with a single consolidatel simplified
statutory instrument. This consolidation of thectbsure regulations
has been undertaken because the existing disclosgutations have
been in existence for many years (they were intedun 1987 and
1996 respectively) and have been amended on nuseozasions in
that time to take account of evolving policy chang&he existing
disclosure regulations therefore contain duplicatiand discrepancies
in terms of what information must be provided bgwgational and
personal pension schemes as well as some duplidagtwveen the
regulations and the information requirements sebguhe Financial
Conduct Authority (FCA). These regulations are jpthe
Government’s “Red Tape Challenge” which aims taioedthe amount
of Government regulation.



Territorial Extent and Application

This instrument applies to Great Britain.

European Convention on Human Rights

As the instrument is subject to the negative regmt procedure and does not
amend primary legislation, no statement is required

Policy background
. What is being done and why

7.1 This instrument replaces the two existing stayuinstruments which set
out the information that private pension schemesequired to give or
make available to their members. The reason fadaceng the existing
regulations in this way is that those regulatioagenbeen in existence
for many years, are difficult to follow due to thember of amendments
made over the years and lack clarity. DWP laun@hptevious
consultation seeking views on reviewing the disstegegulations in
2009. Many respondents to that consultation faemar consolidation of
the disclosure regulations, and some suggesteddmsation of
requirements across scheme types. This instruateiiesses those
issues as well as issues raised in the recenty&ab2013) consultation
on this proposed instrument. Additionally, as drthis consolidation,
a number of changes have been made to ensur&é¢hagtv regulations
are clear and up to date. Furthermore, althougiptiicy for the
disclosure of information is broadly unchangedtmse regulations, the
new regulations do make a number of changes texiséing disclosure
regime, some of which are as a result of commeatdenduring the
consultation. The new regulations:

» remove duplication between the regulations and-tba rules on
disclosure of basic scheme information to new memobg
personal pension schemes

» where possible, align the timescales for providirfgrmation
which currently differ slightly between scheme type

» simplify the structure of the regulations to makerh easier to
understand

» simplify some of the requirements about the tyddsasic scheme
information to be given to new and prospective mermiso that
some of the more complex information, currentlyeginas of
course will in future be available on request

* simplify some of the requirements within non mopeychase
benefit statements, including allowing the trusteesianagers of



7.2

7.3

7.4

the scheme to choose the most appropriate retiretaga when
calculating the amount of benefit payable.

* provide an exemption for money purchase annualfltene
statements so that schemes can choose whethsuéotise first
benefit statement where no contributions have loeetited or for
occupational schemes where the member is in thenzatic
enrolment opt-out period. These changes also dpphe
Stakeholder Pension Regulations 2000 but are wardiatims of
“statement year”, which specifies the circumstawleen a benefit
statement should be provided to members.

* make changes to statutory money purchase illustratio enable
schemes the flexibility to use more personalisetimptions and
that lump sums may be included in the pensiontiiti®ns. These
changes also apply to the Stakeholder Pension Riegyus 2000.

* change the requirement so that guidance on ansfiare¢hose
approaching retirement no longer needs to be pedday the
Pension Regulator and be approved by the Secret&tate. The
new requirement is that such guidance is preparapmroved by
the regulator, but need not be approved by theeSmgrof State.

e update the language used and ensure that the tisedsare
consistent (for example the new regulations usee”gnstead of
the existing use of a number of words which all méee same
thing such as “provide”, “furnish” and “make availa”)

» clarify the intent regarding how information is givand the use of
electronic communications, and ensure that suchadstof
communicating information may be used irrespeabivecheme
type or type of information which is being discldse

* make amendments to other private pension legislati@nsure
that the methods for giving information are the samrespective of
the type of information being given and make iacléhat
information may be given by electronic methods.

Additionally, the instrument introduces a requient for schemes to
tell members if they intend to adopt an investnstrategy (known as
“lifestyling”) which results in funds being movedaglually into in
lower risk investments as members approach retméniehis is being
introduced in order to support the idea proposdtierReinvigorating
Workplace Pensions Strategy document that infoonab pension
scheme members should be tailored to the life statgee individual.
A notification to inform or remind members thaektyling is to be
adopted is useful to members; particularly wheeenttember intends
to retire later than planned and may thereforegpitef take advantage
of a longer period of equity investment.

Regulation 1 sets out the coming into force dditthese regulations
and revokes the existing disclosure regulationsh ftioat date.

Regulation 2 defines specific terms that asslubroughout the
regulations.



7.5

7.6

7.7

7.8

7.9

7.10

Regulation 3 provides that questions about méredn organisation is a
recognised trade union should be referred to ani@myent Tribunal.
This regulation updates the previous provisionscivineferred to an
industrial tribunal as Employment Tribunals now Ideith these
matters.

Regulation 4 explains which of the followinguéations apply to
Occupational, Personal or Stakeholder Schemes

Regulation 5 provides for civil penalties toilmposed where a person
fails to comply with the requirements set out iagh regulations in
relation to occupational schemes. This is uncharmgead the previous
provisions.

Regulation 6, in conjunction with schedule & seit what basic
scheme information must be given by scheme trustessmnagers, to
whom the information must be given and the timesscédr providing
that information. All basic information must besgn to prospective
members if practicable and to members who havalneady been
given the information. The information must be give members
within one month of the date the trustees or marsaggve received
jobholder information, or where no jobholder infation has been
received, within 2 months of the person becomingaive member of
the scheme. Where a request for the informatierbean made, the
information must be given within 2 months of thguest. Basic
scheme information about personal pension scherhiehwas
provided for in the Personal Pension Schemes (@8scé of
Information) Regulations 1987 has not been caffoedard into these
regulations in order to remove duplication of thegckbsure
requirements which currently exists between DWHslagion and
FCA requirements.

Regulation 7 in conjunction with schedule 21 asets out what basic
scheme information must be given by occupationa¢ses which do
not come within the definition of such schemeshsag those which
are not tax registered or which have been estaaisinder the
Salvation Army Act 1963. The information must beeg to
prospective members if practicable, to members a/lidras not
already been given within 2 months of membershgriyeng and to
recognised trade unions within 2 months of a retques

Regulation 8 sets out the information whiclstrbe given where there
has been change which results in an alterationedasic scheme
information which has already been provided. Theetfor providing
this information is before, or as soon as posslhiker the decision to
make an alteration to the scheme, and no later3hmanths after the
decision to make the change takes effect.



7.11

7.12

7.13

7.14

7.15

7.16

7.17

Regulation 9 provides that information whigiplains any
modification to the scheme by The Pensions Reguhatsst be given
within 1 month of the modification taking effect.

Regulation 10 sets out the information whialstrbe given where a
former stakeholder pension scheme is removed fhenRegister of
Stakeholder Pension Schemes. This information teigtrovided in
the form of a statement that the scheme has besoves from the
register, is no longer a stakeholder scheme aredjisred to start
winding up. The information must be given no mitv@n 2 weeks
after the trustees are notified that the schemébes removed from
the register. This provision previously appearethe private pension
disclosure regulations and now forms part of thesotidated
regulations.

Regulation 11, in conjunction with schedulea&i 1 sets out the
information that occupational schemes must giveegiest in relation
to the constitution of the scheme, when and howittiarmation must
be given and to whom. The information must be giwerelevant
persons where it is relevant to their rights orspextive rights under
the scheme, within 2 months of a request being made

Regulation 12 in conjunction with schedul@&t 2 sets out the
information to be given on request by occupatiatalemes in relation
to the scheme’s annual report. The regulation pessthat the
information must be given to a relevant person elgerequest is made
within 5 years of the end of the scheme year talkine information
relates and where that information has not beeangbefore. The
information must be given within 2 months of thguest.

Regulation 13 in conjunction with schedul@&t 3 sets out other
information which must be given by schemes on regjuecluding
information about funding principles and actuavialuations. The
information must be given within 2 months of thgquest being made.

Regulation 14 in conjunction with schedule® ®ut the information
about transfer credits which is to be given by soé®on request. This
includes whether the member or prospective mensbentitled to
acquire transfer credits in exchange for a caslkvealgnt or transfer
payment provided by another scheme and a stateshémise credits.
This information was previously required to be gi\as part of the
basic scheme information, but following represeatet to a previous
consultation calling for the basic information t® $implified, the
information is now available on request, and mesgiven within 2
months of the request for it being made.

Regulation 15 states that the informatiorcimeslule 4 must be
provided in the form of a summary funding statem&hts statement
must be given to all members except excluded psréessentially
persons for whom the trustees or managers do wettha present



7.18

7.19

7.20

electronic or postal address and in respect of wtiantrustees or
managers have had correspondence returned) arevitiose only
entitlement is to money purchase benefits. livergwithin a
reasonable period following the date by which thkiation report is
received by the trustees or managers.

Regulation 16 in conjunction with scheduleets ®ut the information
which must be given by occupational schemes onesido members
about benefits other than money purchase benéits.information to
be given depends on whether the member is an aneéveber,
deferred member or pension credit member. Thenmddon must be
given as soon as practicable and no later thanr2hma@fter the
request, provided the information has not beenmindghe last 12
months.

Regulation 17 in conjunction with schedule® ®ut the information
that must be given by schemes in relation to mgnueghase benefits.
This information includes the amount of contribnsacredited to the
member, the value of the member’s accrued rightd|westration of
the amount of the pension that is likely to acduthe member at their
retirement date (that may include a lump sum) a@atkents relating
to the illustration. The schedule also sets out Hmillustration must
be calculated. This regulation introduces a newrgtmn so that
personal and occupational schemes can choose whetilssue the
first benefit statement where no contributions hiagen credited and
also for occupational schemes where the membartigeir automatic
enrolment opt-out period. For personal pensionsasehe
information must be given no more than 12 montker dfie date the
person became a member of the scheme or where sslafimose to
use the exemption no more than 12 months afteddtescontributions
are first credited and each year thereafter. Foupational pension
schemes the information must be given no more i2amonths after
the end of each scheme year or where schemes clwoose the
exemption and contributions are later creditedlierfirst scheme year
a statement for this period needs to be sent oldgtapthan 12 months
after the end of the second scheme year. The saewapply but due
to the specific requirements of the StakeholderurRemns which
allow schemes to determine their own statementipeahich a
benefit statement must be provided to a membere tinay be
occasions where contributions are credited withenfirst statement
year but are not disclosed within the first bengtfiitement. The
regulations are therefore amended to require sch&omsill inform
members of these contributions sometime withinfdHewing benefit
statement year.

Regulation 18 sets out the information tgiven if schemes intend to
adopt an investment strategy (known as “lifestyljrwghich results in
funds being moved gradually into in lower risk istraents as
members approach retirement. This is a new reapiné. \WWhere a
scheme contains provision for a “lifestyling” sergy it must give



7.21

7.22

7.23

7.24

members a statement explaining what lifestylinghat it will be or

has been adopted and from when. This informatioo e given as
part of the basic scheme information and again éetvb and 15 years
before retirement.

Regulation 19 and schedule 7 set out thermdtion which must be
given by pension schemes where the member isezhtl money
purchase benefits before the member retires, atioal to accessing
scheme benefits. The information includes a statéthat the member
has the opportunity to select an annuity and thaperson can select
the annuity provider and general information akanrtuities. The
timescales for providing this information have beenplified and
aligned between occupational and personal schetdesanths before
the member reaches retirement or the date the&sisr managers
expect the member to access their rights or as as@ossible after the
member and trustees have agreed the date on Wigechamber will
access their rights.

Regulation 20 and schedule 7 sets out thenvation which must be
provided by occupational schemes to a person wherpension has,
or is about to, become payable, including the miaiion that must be
given where the person has the opportunity to sale@annuity under
the scheme (such as a statement that the persdhehagportunity to
select an annuity, that they can select the anipudyider and an
explanation of the different features of annuiti@s)d the timescales
for providing that information. The informationlisted in part 2 of
Schedule 7 and must be given before benefit becpanesble if
practicable or within one month after benefit beesmayable. Where
benefit becomes payable on a date which is bef@enembers
normal retirement age, the information must be ymhin 2 months
of benefit becoming payable. The information timaist be given
where a person may select an annuity must be digfare benefit
becomes payable.

Regulation 21 sets out the information whialstrbe provided where
the member or beneficiary has died and a personbmantitled to
exercise rights or options under the scheme asudt iind the
timescales for providing that information. Theseescales have been
aligned between personal and occupational schehasssmon as
possible but no later than 2 months after the ttetescheme managers
or trustees receive notification of the death. iffiermation which
must be provided is the same information in retatmannuities as
required under regulation 20 where the person racsan annuity
and otherwise is information about the person’steg@nd options on
the death of the beneficiary, the procedures fer@ging them and
provisions under the pension payable may be inetkas

Regulation 22 sets out the information whiekds to be given where
there are changes to the benefit payable. Thisnrdtion must be



7.25

7.26.

7.27

7.28

7.29

7.30

given either before or within 1 month of the datewhich the decision
to change the benefit takes effect.

Regulation 23 in conjunction with schedule® ®ut the information
that personal pension schemes must give when they lbegun
winding up. It provides that this information mib& given to all
members apart from excluded persons. The noiibicahat the
scheme is to be wound up must be given within 1tmohthe
decision and other information (such as informatibout the value of
the member’s accrued rights and the member’s opfionpreserving
or transferring them) must be given within 4 morahghe decision to
wind-up.

Regulation 24 in conjunction with scheduke8 out the information
that must be given by occupational schemes whigk bagun

winding up. For schemes which began to wind uerat April 1997,
specified information must be given to all membeard beneficiaries
(apart from excluded persons) as soon as practieatad no more than
1 month after the date the scheme begins to windrgp schemes
which began winding up before that date specifiddrmation about
winding up must be given once within 12 monthshef time it was last
given until the scheme is wound up.

Regulation 25 sets out the circumstances inhwtertain information
is to be given by occupational schemes when windmg complete.
It provides that the information must be givenhe member or
beneficiary as soon as practicable but no later $hmonths after the
scheme trustees or managers have done what thég destharge the
scheme’s liabilities for the member.

Regulation 26 sets out the methods and ryleghich information
may be given, such as by sending the informatidchéanember’s last
known postal address, sending to the member offioerg’s email
address or making the information available on bsite. This
regulation also provides the rules and safegualdshamust be
applied where information is given by electronicame.

Regulations 27 and 28 set out further conaktio relation to giving
information on a website, including the requiremiengive a
notification to the recipient when information isde available on a
websitefor the first time, and a requirement to send a teailed
notification where subsequent information is madklable on a
website and the circumstances in which that funtioification need
not be given.

Regulation 29 sets out methods by which in&diom may be made
available to members, such as making it availaigle 6f charge for
inspection and the circumstances when a chargebmayade.



7.31 Regulation 30 provides that where trusteesamagers make
arrangements for information or documents to bemivy a third
party, the responsibility for that information bgigiven remains with
them.

7.32 Schedule 1 — Defines the types of schemesittchwhese regulations
apply.

7.33 Schedules 2 — 8 list the detailed informatutich must be given in
accordance with the above regulations.

7.34 Schedule 9 — Contains amendments to miscellan@ivate pensions
legislation which are either consequential on tlessesolidated
regulations, or which amend other private pensiegsslation to
ensure that all information provided for in thosstruments may be
given by electronic means in the same manner agnioed in the
main disclosure regulations.

. Consolidation

7.35 These Regulations consolidate the requirenpeatsously contained
in two existing statutory instruments which area&pd once the new
regulations come into force.

7.36  Where this instrument amends other privatsiparegislation
(paragraph 7.40 refers), informal consolidation b included in due
course in the Department’s “the law relating toi8bSecurity” (The
Blue Volumes) which are available at no cost toghbklic on the
internet athttp://www.dwp.gov.uk/publications/specialist-gusdaw-
volumes/the-law-relating-to-social-security/

Consultation outcome

8.1 The Department undertook formal consultation omadt @f these
Regulations between T8 ebruary 2013 and 4April 2013. The
consultation was for less than twelve weeks becthese had been a
previous consultation in 2009 on similar propogsée paragraph 7.1
above) and continued informal consultation withuanber of
stakeholders throughout 2012/13, so stakeholders alseady familiar
with the subject matter.

8.2  There were 49 formal responses to the conmritathese came from a
range of organisations including pension providersjrance
companies, pension industry representatives, erapplawyers,
actuaries, accountants and organisations repraggmension scheme
members. The responses were generally supportitre gfroposed
regulations, welcoming the consolidation and sifrgation that the
new regulations achieve, although some, whilst @araiag the new
regulations, suggested that the Department shaufdr¢her in terms



8.3

8.4

8.5

and work towards a single disclosure regime witd magulator. We
note these suggestions and although these cormeribsoader than
the scope of this instrument will continue to wal&sely with the

FCA and Pensions Regulator to ensure that theodis requirements
are consistent and straightforward. The majoritthose who
expressed a view (23 respondents of 26 respondeats)particularly
pleased with the structure of the new regulatiohglwwill be easier
for scheme managers and trustees to navigate ghlthpn the
regulations they replace. There was also suppoth®omeasures to
introduce a requirement for schemes to tell memthextsthey will
adopt a strategy to move their funds into lowek msestments in the
latter stages of the pensions lifecycle (knownlidgstyling”), and to
provide schemes with flexibility to use more per@@ed assumptions
in the statutory money purchase illustration caltiahs.

It was originally proposed that the new regiafes would come into
force from October 2013. However, there were gfn@presentations
in response to the consultation to delay the intetidn until April
2014, to give schemes time to make changes togshsiems and
notifications in order to be able to comply witle thew requirements.
We therefore intend to make and lay these reguistiio October 2013,
but commence them from"@pril 2014. We also received a number
of comments suggesting that the time of issue efitst benefit
statement should be changed so that no statemeatieeissued where
no contributions have been made by the end ofdherse year or
where the member is in the automatic enrolmenoopperiod.
Respondents also made suggestions about the pcbiosegs for the
issuing of lifestyling information. The draft rdgtions take account
of these representations.

There were a number of technical suggestiam fespondents in
relation to the drafting of the regulations. Thbhage been carefully
considered and the proposed regulations take atobtimese where
appropriate.

The Government’s response to the consultasiquiblished at:
https://www.qgov.uk/government/consultations/occigsatl-and-
personal-pension-schemes-disclosure-of-informatiopdations-2013

Guidance

The proposed regulations provide a straightforwiechework for pension
schemes to engage with and inform their membetspbhie few fundamental
changes to the disclosure requirements which haga m place for a number
of years. However, some respondents to the catguitindicated that they
would welcome some form of guidance in additiothiat already available
via the Financial Conduct Authority and The PensiBegulator. The
Department is considering whether additional guegamould be helpful and
how this would align with existing guidance.
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10. I mpact

10.1 The impact on business is an estimated sa¥ififj0.7 million. A full
impact assessment is attached to this memorarahahns published alongside
it on: http://www.legislation.gov.uk.

10.2 The impact on the public sector is negligible.

11. Regulating small business

11.1 The legislation applies to small businesseshregulations place a
burden on pension scheme providers. However, souslinesses do
not usually administer pension schemes and theréfiopact on small
business is expected to be negligible.

11.2 There was a wide ranging consultation on taé &Regulations. There
were no issues raised about the effect of thesallR&mns on small
business.

12. Monitoring & review

No formal post-implementation review is planned, te operation of these
Regulations will be monitored on an on-going basisneans of
representations and feedback from the pensionsiraonity and the Pensions
Regulator

13. Contact
Paul Needham at the Department for Work and Pesdieh 0113 2324949

or email: paul.needham@dwp.gsi.gov.uk can answegaaries regarding the
instrument.
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