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Donald Cranswick 
Strategy & Competition Division 
Financial Conduct Authority 
25 The North Colonnade 
Canary Wharf 
London E14 5HS 
 

Dear Mr Cranswick 

Regulating the pensions and retirement income sector: Our strategic approach 

I am writing on behalf of the Association of Consulting Actuaries in response to the above named 

joint call for input issued by the Pensions Regulator and the Financial Conduct Authority. 

Our comments on the specific questions raised in the consultation are set out in the Appendix.  

We hope that you find the contents of this letter of assistance.  We would be happy to discuss 

them further if that is helpful. 

Yours sincerely 

 

David Everett 

Chairman, Pension Schemes Committee 

On behalf of the Association of Consulting Actuaries Limited 
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APPENDIX 

 

Regulating the pensions and retirement income sector: Our strategic 

approach 

Consultation questions 

1. FCA and TPR’s remits intersect in some areas.  Do you see this working effectively, 

or are there areas where this could be improved? 

As your question suggests, we think that the line is becoming increasingly blurred.  Some years 

ago it was clear that the FCA regulated providers and advisers operating in the contract space – 

primarily DC, whilst the Pensions Regulator’s focus was on the trustees of occupational pension 

schemes – primarily DB.  Given the nature of these two markets, the way that the FCA and 

Pensions Regulator operated was very different.  But due to Government policy and the changing 

landscape, the Pensions Regulator is now spending much more time on DC issues and is now 

taking on FCA-like authorisation and supervision roles, initially in relation to DC master trusts (but 

also potentially in relation to collective DC schemes in the future).  And as DB schemes move into 

run off we can see the Pensions Regulator becoming much more FCA-like in the way in which it 

regulates such schemes. 

Having said this, we are content with the current sub-division of the regulation of the pensions 

and retirement income sector (acknowledging that if we were starting from scratch with a 

regulatory system designed for pensions we probably wouldn’t start from here).  We think that it 

is better for there to be close co-operation, than the alternative of potentially massive disruption 

whilst a new sub-division is worked out, or the Pensions Regulator is subsumed within the FCA (in 

which pensions might be in danger of getting lost).  Whilst there are some clear duplications of 

process, as illustrated by DC reforms in recent years such as the charge cap, consultancy charge 

ban, governance initiatives and transparency in investment charges and costs (and soon the new 

requirements for checking whether members have taken or opted out of guidance as introduced 

by the Financial Guidance and Claims Act 2018), they seem to have been delivered in a very 

joined up manner, albeit with differences in timing. 

One clear failing on the Pensions Regulator side has been in its approach to pension scams.  Far 

too much money has been allowed to leak out of the regulated system, no doubt in part because 

the occupational scheme model (which assumes a sponsoring employer and is based on trust) has 

been used by those driving the scams.  Action by the Regulator, Government and Government 

agencies has been either too little, too late, or not at all.  For example, insofar as the Government 

is concerned, it is not clear why regulation was not introduced immediately after the February 

2016 High Court ruling in Hughes v Royal London.1  By contrast, it is almost unthinkable to 

                                                           
1 In this case (see http://www.bailii.org/ew/cases/EWHC/Ch/2016/319.html) the High Court ruled that an 
individual could be regarded as an “earner” in relation to an occupational pension scheme even if such 
earnings were by reference to an employer that did not participate in that scheme.  This made it difficult to 
block transfers to scam schemes constructed as occupational pension schemes. 

 

http://www.bailii.org/ew/cases/EWHC/Ch/2016/319.html)


 

 

imagine that pension scams could have been conducted through the contract-based system, due 

to the strong authorisation and supervision regime that such providers operate under. 

One area that potentially has fallen between two stools is the regulation of DB to DC transfers as 

a whole, especially as seen in relation to the British Steel Pension Scheme.  The Department for 

Work and Pensions’ consultation response on British Steel in the White Paper notes: “we strongly 

believe that there are lessons to be learned from all aspects of this case.”2 

We understand that there has been close working between the FCA and the Pensions Regulator 

as the latter has developed the authorisation and supervision regime for DC master trusts, once 

DWP accepted that the existing, largely unregulated, market was not fit for purpose.  There is an 

opportunity for both parties to continue with such collaboration, along with the DWP, in the 

regulation of DB master trusts, as there may be some parallels with the authorisation and 

supervision regime for DC master trusts. 

2. Do you agree that the areas we have identified are the right ones? If not, which 

themes would you add or remove from our list?  In which areas could the FCA and 

TPR singly or jointly have the most impact? 

Yes.  The areas set out in paragraph 3.19 of the consultation paper look right to us.  Of the five 

areas mentioned we think that much more work needs to be done in the last – supporting good 

choices and outcomes for consumers and members, particularly in the DC space. 

3. Given our regulatory remits, what more, if anything, should the FCA and TPR do to 

support people as they start to save in a pension? 

We see this more as an area for Government policy (such as ensuring that DC contribution rates 

are raised over time), but the Pensions Regulator must effectively police auto-enrolment and 

ensure that the market has confidence in the DC master trusts that it authorises and supervises. 

We do wonder whether both the Pensions Regulator and the FCA should have more of a role in 

promoting trust and confidence in pensions more widely, explaining in generic terms how 

pensions are protected etc.  Or is this something for the Single Financial Guidance Body? 

4. Is there more scope for TPR/FCA working, either singly or jointly, in this area?  To 

what extent should the emphasis be on collaboration with a wider group of bodies 

to improve the advice and services supplied to schemes (e.g. administrators, 

investment consultants)? 

Again, we see it incumbent on Government that actions to improve governance are joined up.  

On DB funding we trust that the Regulator will work with interested parties as it develops its 

“clear and robust” framework.  The potential for delivering a regime that is too constraining, 

undermining the scheme-specific approach legislated for by the Pensions Act 2004, is great.  We 

are pleased that the Regulator is to take its time before consulting on its revised DB funding code. 

                                                           
2 See paragraph 198 of Protecting Defined Benefit Pension Schemes (Cm 9591) published in March 2018. 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/693655/protecting-defined-benefit-pension-schemes.pdf


 

 

5. How can pension providers and schemes, employers and other firms in the sector 

improve the security of the money and data they hold?  What role is there for FCA 

and TPR in further driving up standards? 

As mentioned above, we see pension scams as an area of challenge for the Pensions Regulator 

(and, to a lesser extent for the FCA).  There are some straightforward means by which the 

balance can be shifted in favour of genuine trustees and contract providers, but it needs 

Government to deliver much of this, and for reasons that are not clear, it has singularly failed to 

do so.  Hopefully the cold-calling ban will assist, but it is hard to judge at this point, with no sight 

of the intended regulation. 

We appreciate that both the FCA and the Pensions Regulator no doubt have discussions behind 

closed doors with ministers and senior officials, but perhaps both organisations should be more 

independent and forthright of view, in public, when it is clear that the Government is not minded 

to tackle the issue, or give it the priority that it deserves. 

We note the work that has been done recently to assist trustees understand the line between 

permitted guidance / warnings and regulated advice.  Any further support that can be given to 

trustees to assist them in giving clear warnings to members about potential scams without 

crossing the line would be most welcome.  

6. Are there any further opportunities for FCA and TPR to support the delivery of value 

for money, either singly or together? 

Yes.  As we have made clear in responses to other consultations, DB administrators have been 

swamped by FCA-regulated advisors’ requests for information when members are intending to 

transfer out of an occupational pension scheme.  Continuing the work of standardising these 

requests (and we understand that some work on speeding up transfers is being undertaken by 

the Transfers and Re-registration Industry Group in relation to DC schemes and PASA in relation 

to DB schemes), will help to reduce costs, improve service and build member confidence. 

Other than this we have not identified any areas at the current time, but it is clear that both 

organisations must keep a watching brief to ensure that the gains in recent years that you outline 

in paras 3.36-3.40 are not diluted. 

7. How can FCA and TPR work, singly or together, to ensure that information and 

advice helps people make appropriate decisions?  When are people most 

vulnerable to taking poor decisions? 

This area is linked to the concern raised above that both authorities may not speak to 

Government sufficiently forcibly.  Whatever your view on freedom and choice, it is clear that it 

was delivered in a rush and since then both the FCA and the Pensions Regulator have had to play 

catch up on the member protection aspect.  

The work on member protection is far from complete and to some extent this can only move at 

the pace set by HM Treasury and the Department for Work and Pensions respectively.  But one 

clear exception to this is the slow pace at which the FCA is updating its DB to DC transfer advice 

guidance. 

The general move from collective (DB) to individual (DC) has resulted in a corresponding need for 

low cost good quality individual advice (specific and / or generic) – a need which we believe far 

outstrips supply.  We believe this is an area that you will both need to return to time and again 



 

 

over the coming period, for example in relation to the development of robo-advice for which 

there would need to be common standards across both the contract and occupational space.   A 

robust and standardised robo-advice process in relation to say mis-sold pension transfers may 

also help mitigate against any ambulance chasing. 

In relation to decumulation, where monies may go from Pensions Regulator- regulated vehicles 

into FCA-regulated vehicles, our sense is that decumulation is in its infancy as pot sizes are on the 

small side, so both bodies should be paving the way before the rush hour arrives. 

8. Do you believe that the macro trends that we have identified are those most likely 

to drive change across the pensions and retirement sector?  If not, what are the 

trends that matter?  Which trends should be the highest priority for TPR and FCA? 

How will those trends (and any other drivers of future risks and opportunities) 

affect the areas we have identified? 

We think that a major omission from your list is the impact of climate change – on economic 

growth (highly correlated to energy), on sponsor strength, on investment performance, on supply 

chains, and on health and diets. 

Consumer confidence remains an issue for any products that have a “pensions” label, with the 

clear risk that individuals put their money in other vehicles that are far less satisfactory as a 

means by which to deliver retirement income (such as buy-to-let residential property).   

Other than these, the trends you list look to be the most likely to drive change, to which one 

could add changing patterns of retirement (as well as working). 

 

 

 

About the Association of Consulting Actuaries (ACA) 

Members of the ACA provide advice to thousands of pension schemes, including most of the 

country’s largest schemes.  Members of the Association are all qualified actuaries and all actuarial 

advice given is subject to the Actuaries’ Code.  Advice given to clients is independent and impartial.  

ACA members include the scheme actuaries to schemes covering the majority of members of private 

sector defined benefit pension schemes. 

The ACA is the representative body for UK consulting actuaries, whilst the Institute and Faculty of 

Actuaries is the professional body. 

Disclaimer 

This document is intended to provide general information and guidance only.  It does not constitute 

legal or business advice and should not be relied upon as such.  Responding to or acting upon 

information or guidance in this document does not constitute or imply any client /advisor 

relationship between the Association of Consulting Actuaries and/or the Association of Consulting 

Actuaries Limited and any party, nor does the Association accept any liability to any person or 

organisation relating to the use of such information or guidance.  


