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About the OPA
1.
The Occupational Pensioners’ Alliance (OPA) comprises members from 36 occupational pensioner organisations nationwide and represents the interests of over two million pensioners

2. 
Contact Details

Roger Turner

Executive Officer
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Unit 6
Imperial Court

Laporte Way

Luton

LU4 8FE
Telephone

01582 721652
Email


rogerturner@pensioneronline.com

Comments on the Consultation
3.
The OPA accept that pension schemes should not face unreasonable administrative burdens. Costs in Stakeholder and Personal Pensions are a direct cost on the scheme member and must be minimised. However decisions made by Trustees (where appropriate) and fund managers can directly affect the pension provision of a scheme member for all of their retired life. Timely and relevant information sent to scheme members is therefore essential.

4.
Although members of Defined Benefit Schemes do not bear administrative costs directly, the effect of increasing costs on the sponsoring Company’s attitudes to continuing to provide the scheme is an important issue. However, once again, decisions by Trustees and investment performance could affect members’ retirement provision if the Company has to close the scheme to new members and to new money. Although the PPF is a potential lifeline, active scheme members will see their benefits cut and capped. Some pensioner members could also see their annual increase restricted. The PPF is already struggling with the increasing number of schemes it is responsible for. There is the possibility of the PPF reducing compensation.
5.
Scheme members in DB schemes need timely and relevant information to judge the performance of their funds and therefore of the future benefit they will receive.

6.
The issue is what is “relevant”. Good proactive communication to members of all schemes covered by this consultation is an essential feature of good governance by trustees and administrators in the 21st Century.
7.
Paragraph 3 of the Introduction indicates that the DWP are considering testing the wider application of principles-based approach to legislation. The OPA urge caution in this approach. There is a conflict between the regulation scheme administrators would like to have and regulation members would prefer. In the latter case more prescription is preferred since it is easier for the member to judge whether or not the administrators are conforming and doing what they should be doing. It is easier to spot when things go wrong.
8.
Principles-based regulation on the other hand makes it harder for the member to challenge if the response is that “we are doing what the regulations allow us to”.

9.
The OPA believe that the DWP should think very carefully before “relaxing” regulations in the current economic climate. Pension scheme members will have seen that “light” regulation, very poor enforcement and the attitude of “don’t worry the market will put itself right” has failed spectacularly in the Financial Services markets and that we are all paying dearly for this lack of strict regulation.
10.
The OPA recommend that no further extension of principles-based regulation should be introduced at this time.

11.
The objectives which the working group set itself were contradictory.  "Members receive information ... to enable them to make appropriate decisions" is inconsistent with "Schemes which are compliant within the existing disclosure regime to continue to be compliant" because the existing disclosures are inadequate.  (Most of the inadequacies involve actuarial assumptions.  It is absurd to believe that assumptions in a valuation which may be four years out of date are sufficient for a member to assess the scheme's prudence.   And why should a member have to make commutation, early retirement and transfer decisions on the offer of just a take-it-or-leave-it amount, when the trust knows full well what assumptions were used in the calculation?)   
  

12.
The negative attitude of the work group towards helping members make informed decisions is illustrated by the low target of "complying" with the IORP.  The IORP was intended to set a floor (Article 11: "at least") but the spirit of the IORP was to do more.  Why should scheme members in the UK get only the lowest level that the DWP thinks could be would be acceptable to sponsoring companies and scheme administrators, rather than the level that which involved scheme members judge they need?  
Consultation Questions
Consultation question 1 
Against the background that a streamlined set of prescriptive provisions would still be required for the purposes of satisfying IORP and in the interests of certainty for schemes, do you support the addition to the legislation of a key, overarching disclosure principle? 

13.
Yes, so long as this is not extension of principles-based regulation. Setting out the overarching principle is reasonable and must be set against protecting the pension scheme members’ interests. The OPA would like to see the first part changed to:
“Members should be given sufficient and timely information…”
Consultation question 2 
Do you support the consolidation of general disclosure provisions into one set of regulations, rather than the existing position where disclosure requirements affecting occupational, personal and stakeholder pension schemes are dealt with separately? 

14.
Yes.  Many pension scheme members could have a variety of pension provision and this would make it simpler for them to navigate the regulations applying to each.

15.
On a general point, pensions legislation is contained in a very large number of different Acts of Parliament making it very difficult to pick one’s way through the detail to try to understand what applies to what. Although it is a massive undertaking the OPA recommend that the DWP consider consolidating the legislation, as far as possible into one Act.
Consultation question 4 
Do you support the proposal for regulations to require relevant information to be provided "within a reasonable period" (see paragraph 34 above) backed with a Code of Practice, replacing the existing approach where timescales are specified in regulations? 
16.
The OPA recommend no change to the timescales set out to supply information.  They are reasonable and a scheme should have to justify why they cannot be met in particular circumstances.

17.
Under the proposals, what is a “reasonable period” for the scheme administrators may be very different from what the members consider reasonable and this will inevitably lead to disputes, which will take up more time of the administrators and be more expensive.

18.
The experience of some OPA members is that some trustee bodies pay scant regard to communication with members and delay complying with current regulatory requirements for as long as possible.

19.
Furthermore, a Pensions Regulator Code of Practice cannot be enforced in law. This proposal tips the scales firmly in favour of the pension scheme at the probable expense of the member.
Consultation question 6 
Do you have views on the proposal to allow greater use of electronic communications and on how schemes could make significant cost savings from this change? (See paragraph 35 above and paragraphs 39-40 of Annex C)
20.
The OPA agree that greater use of electronic communications is inevitable. However there are still significant numbers of individuals who have no access to emails or the internet. Pointing members to a web site to download information is only of value only if the member can actually do this. The OPA therefore recommend that the default must not be set as assuming people have internet access. It should be for the scheme to ask if the member would prefer to download a copy and not assume it.
21.
There is a risk in sending an email to the last known email address and accepting that it has been delivered. There will be cases where a member is in hospital or elsewhere for a protracted period with no access to emails. However letters sent to a home address could be picked up by friends and relatives.
22.
The use of electronic communications will certainly provide significant cost savings to schemes. However this much of this cost saving is, in effect, being transferred directly to the individual members who will have to pay for the paper and ink to print documentation.

23.
The OPA strongly believe that it should be a right of members to receive a copy of the triennial actuarial valuation on request and any interim valuation reports. Furthermore it is odd that members can receive the Statement of Investment Principles but apparently not the Statement of Funding Principles. This anomaly needs to be addressed.

24.
The Annual Report to members in a DB scheme is an important document. Currently it provides information only of the accountancy aspects of the scheme funding and administration. Of much more interest to the members is the funding position of the scheme. The OPA would like to see a statement of the current funding level (surplus or deficit) and a précis of how the scheme is to be funded particularly if there is a deficit with details of the Recovery Plan agreed with the sponsoring Company printed in the Annual Report.
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