
Spruce up your scheme
Time to think again 

This briefing highlights some issues that may have cropped up on your 
pension scheme agenda in the past. Don’t assume the boxes have 
already been ticked, however. It may be time to think again about…

1 Incorporating the  
trustee board 

Trustee boards made up of individuals are increasingly 
incorporating, with the former trustees becoming 
directors of the trustee company. Benefits of 
incorporation include easing scheme administration, 
simplifying dealing with counterparties on a change 
of trustee and improved protection from trustee 
liability. 

Action: Individual trustees should consider whether 
to form a trustee company.
 

2 Contingency planning  
for employer insolvency 

The PPF has emphasised the importance of planning 
for employer insolvency while the employer is 
stable. That is more likely to lead to a better member 
experience and safeguarding of assets. The PPF’s 
guide to contingency planning for employer 
insolvency sets out a suggested list of steps to take. 

Action: Trustees of DB schemes should assess and 
update their employer insolvency contingency plan 
(or put one in place if they don’t already have one).

3 Cyber security  
review

Cyber security has been a key issue for pension 
schemes for some time but the risks evolve 
constantly. What would happen if, for example, 
scheme assets were made inaccessible by cyber 
criminals or pensioner bank account data was stolen? 
Is effective cyber insurance available at an acceptable 
price? Are trustees potentially exposed to personal 
liability? The Pensions Administration Standards 
Association (PASA) has issued guidance on cyber 
security to help trustees carry out a review. 

Action: Carry out a cyber security risk assessment and 
then update processes, controls and risk registers.

4 Trustee knowledge and 
understanding (TKU)

The Regulator’s 21st century trusteeship campaign 
shifted TKU requirements up a gear. Now its future of 
trusteeship consultation asks whether the law should 
say exactly how trustees must demonstrate TKU and 
specify an annual minimum amount of training. For 
professional trustees, industry accreditation (which 
we can help you work towards) is likely to become 
the norm. 

Action: Assess gaps in TKU annually. Put in place 
a training and development plan relevant to 
your scheme and any key upcoming decisions. 
Professional trustees should consider seeking 
accreditation. 

https://ppf.co.uk/sites/default/files/file-2019-04/ppf_contingency_planning_doc_final.pdf
http://www.pasa-uk.com/system/files/PASA%20Cyber%20Security%20Guidance%20FINAL.pdf
https://www.thepensionsregulator.gov.uk/en/document-library/consultations/future-of-trusteeship-and-governance-consultation
https://www.thepensionsregulator.gov.uk/en/document-library/consultations/future-of-trusteeship-and-governance-consultation
https://appt.co.uk/?p=714
https://www.eversheds-sutherland.com/global/en/what/training/showevent.page?Events=en/PMI_Award_in_Pension_Trusteeship
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9 Survivor benefits  
for same sex partners

In 2017, the Supreme Court decided in Walker v 
Innospec that it was unlawful to restrict benefits 
paid to a same sex surviving partner by reference to 
the 5 December 2005 start date allowed under UK 
legislation. The Pensions Minister has now issued a 
statement reminding schemes that they “will need to 
take their own advice to ensure that they are legally 
compliant with the judgment”. 

Action: Affected schemes that have not already 
done so should consider what benefits should 
be provided, and update scheme documents and 
communications. 
 

10 Excepted life  
assurance schemes (ELASs) 

Tax charges may arise on the tenth anniversary of 
an excepted life assurance scheme (ELAS), which is 
an unregistered scheme providing lump sum only 
benefits. As a result, we recommend that ELASs 
should be closed down around every eight years, 
with a fresh scheme then established. In addition, the 
Finance Act 2019 has now broadened the category of 
potential beneficiaries under an ELAS.

Action: Diarise a full review at least two years in 
advance of an ELAS’s tenth anniversary. Check now 
whether a rule amendment is required to benefit from 
the new flexibility around beneficiaries - member 
communications and nomination forms may also 
need updating.

5 Consolidating  
small DC schemes

The government is concerned about lower standards 
of governance in many small DC occupational 
schemes. Recent DWP and Regulator consultations 
focused on ways of encouraging (and potentially 
even compelling) the transfer of benefits to schemes 
with better developed governance structures, such as 
master trusts.  
 

Action: Consider whether benefits in a DC 
occupational scheme (or DC section of a hybrid 
scheme) should be transferred to a master trust.  

6 DB transfers 

PASA has issued guidance on processing standard 
DB transfers. It includes suggested templates 
and timelines. Many DB schemes are now also 
reconsidering their approach to alerting members 
proactively to their transfer rights and helping them 
find and even pay for IFA advice.  

Action: Review existing DB transfer processes and 
documents and consider your approach to alerting 
and supporting members in relation to transfers. 

7 VAT 

In the United Biscuits case, the Court of Appeal 
looked at whether a VAT exemption should apply to 
the management of DB schemes where the same 
services provided by regulated insurance companies 
would be VAT exempt. The question has been 
referred to the European Court.

Action: Consider whether to make protective claims 
for VAT on the management of DB schemes, pending 
the European Court’s decision.

8 RPI/CPI 

Most DB schemes reviewed their rules around 
2011/12 when the statutory minimum basis for 
calculating pension increases and revaluation 
changed from RPI to CPI. Since then, there have 
been various cases (including BT, Barnardo’s and 
British Airways) looking at how these provisions are 
interpreted. 

Action: Sponsors and trustees may wish to review 
scheme increase and revaluation rules in light of 
recent case law. 

For more detail on these or any other 
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https://www.supremecourt.uk/cases/docs/uksc-2016-0090-judgment.pdf
https://www.supremecourt.uk/cases/docs/uksc-2016-0090-judgment.pdf
https://www.parliament.uk/business/publications/written-questions-answers-statements/written-statement/Lords/2019-07-04/HLWS1650/
https://www.eversheds-sutherland.com/global/en/what/articles/index.page?ArticleID=en/Pensions/Excepted-life-assurance-schemes-time-to-revisit
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/776181/consultation-investment-innovation-and-future-consolidation.pdf
https://www.thepensionsregulator.gov.uk/en/document-library/consultations/future-of-trusteeship-and-governance-consultation
http://www.pasa-uk.com/content/db-transfers-guidance
https://www.eversheds-sutherland.com/documents/services/employment/Eversheds-Sutherland-Royal-London-how-much-should-you-tell-them.pdf

