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Executive Summary
· State Pension age is not necessarily the age at which people will stop work.  Many will want to work longer and the Government is encouraging this.  

· Three years is a reasonable time for repeat automatic enrolment.  

· The Government have accepted that the views and participation of members are vital parts of the governance of Trust based pension schemes and have strengthened the Member Nominated Trustee regulations.  The same must also be true for the Personal Accounts scheme.  

· The OPA recommend that an organisation be established to represent the views of members.  A small annual fee could be charged and a not for profit association established.  This association would have two functions, electing representatives for the Executive Delivery Authority/Board and providing members with information through a regular magazine.

· The employer should provide sufficient independent information to allow an employee to decide whether or not to opt out.  The Executive Delivery Authority should be responsible for providing regular information on the performance of the Personal Accounts

· The OPA believe that charges must be kept to a minimum.  

· Flat fees and Joining Fees are unfair to the lower paid workers and should be resisted.

· Employees will want assurance that their hard earned money is going into their pension funds and not going towards providing massive end of year bonuses for those in the City.

· An Annual Management Charge seems reasonable.  

· Flexibility is important to be able to react to changes.  However restraint must be exercised.

· The overall test should be the level of the employer and employee contributions and the charges levied on the non-occupational workplace pension schemes, all of which should, as a minimum, meet the Personal Account criteria.

· The OPA welcome the Government’s intention not to introduce a formal waiting period.  

· The minimum level of contributions above which a waiting period is acceptable should be 6 percent employee and 6 per cent employer.

· The OPA believe that a five year lead-in time for the introduction of Personal Accounts is more than adequate for employers to make plans for their implementation and there should be no phasing of the employer’s contributions.

· The OPA believe strongly that it is wrong to put the minimum employer contribution of 3 percent on the face of the bill.  

· Trades Unions are ideally placed to protect employees from detrimental treatment by their employer.  However, where there is no Union recognition there must be a whistle-blowing helpline for employees where grievances can be raised.

· The powers of the Pensions Ombudsman should be extended to cover this aspect of Personal Accounts.
· There should be no limit set on the contribution level.

The Government’s Proposals for Personal Accounts

Introduction

1.
The Occupational Pensioners’ Alliance (OPA) comprises members from 40 occupational pensioner organisations nationwide and represents the interests of over two million pensioners

2.
The OPA welcomes the opportunity to submit evidence to the Committee’s inquiry into “The Government’s Proposals for Personal Accounts”.

4.
The OPA welcomes the Government’s proposals to introduce Personal Accounts to address the serious issue of too many people not saving sufficiently for their pension.  However the overall level of contributions at 8 per cent is insufficient to provide a decent level of pension and this figure must be considered in the future.
5.
The OPA’s initial comments on Personal Accounts were made in a response to the Pensions White Paper in 2006
.  A copy of the response is attached at Appendix 1 and the specific comments are on pages 10 and 11 paragraphs 32 – 41.
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Questions and Responses
1.
With regard to the target group for personal accounts:

6.
State Pension age is not necessarily the age at which people will stop work.  Many will want to work longer and the Government is encouraging this.  Furthermore since the age at which an annuity must be purchased is 75 it seems perverse to prevent people from accruing pension benefits up to that age if they are still working.

7.
Independent financial advice will be the important factor in determining if an employee should opt out of the Personal Account at any age.

8.
Three years is a reasonable time for repeat automatic enrolment.  It will be necessary for good independent financial advice to be given when an employee first opts out.  This will be of more importance to a younger employee since contributions made early in working life are of much greater importance than those made towards the end of a career.

9.
Employers will have to keep good records of dates of opt-out, which will be more of a burden for smaller employees who do not have dedicated HR staff.  The issue will be how this will be policed?  Will the Executive Delivery Authority have sufficient information to police this?

2.
Delivering personal accounts

10.
The Government have accepted that the views and participation of members are vital parts of the governance of Trust based pension schemes and have strengthened the Member Nominated Trustee regulations.  The same must also be true for the Personal Accounts scheme.  Electing Member Representative Non-Executive Directors is one way of achieving this.  However there will clearly be logistical problems in achieving this when membership of the Scheme reaches millions.

11.
The Government have also accepted that organisations representing active and pensioner members of schemes have a role to play in their governance.  The same should be true for Personal Accounts.  The OPA recommend that an organisation be established to represent the views of members.  A small annual fee could be charged and a not for profit association established.  This association would have two functions, electing representatives for the Executive Delivery Authority/Board and providing members with information through a regular magazine.

12.
The employer should provide sufficient independent information to allow an employee to decide whether or not to opt out.  The Executive Delivery Authority should be responsible for providing regular information on the performance of the Personal Accounts, e.g. annual statements on the performance of each fund, internet access to an individual Personal Account, sources of independent financial advice, advice on purchasing annuities etc.  The member representative organisation can be part of this information provision system.

3.
The appropriate method of charging members for personal accounts:

13.
The OPA believe that charges must be kept to a minimum.  Every pound charged by an investment manager is a pound less for the future pension.  It will also be most important to keep the administration costs of the Executive Delivery Authority and Board to a minimum.

14.
Flat fees and Joining Fees are unfair to the lower paid workers and should be resisted.

15.
Employees will want assurance that their hard earned money is going into their pension funds and not going towards providing massive end of year bonuses for those in the City.

16.
An Annual Management Charge seems reasonable.  However for the many who will choose low risk or passive investments the cost of managing these funds should be lower than those in actively managed funds.

17.
Performance targets and fee levels for fund managers must be seen to be fair to the employee.

18.
Flexibility is important to be able to react to changes.  However restraint must be exercised. Members kept fully informed of any changes well before they are implemented so that they are able to make informed choices on their funds.

4.
For employers offering ‘non-occupational’ workplace pension arrangements

19.
The overall test should be the level of the employer and employee contributions and the charges levied on the non-occupational workplace pension schemes, all of which should, as a minimum, meet the Personal Account criteria.

20.
Employees should be autoenroled into a Personal Account but advice should be given on the comparison between the non occupational workplace scheme and the Personal Account to allow the employees to make an informed choice about which scheme to remain members of.

5.
In relation to waiting periods in personal accounts

21.
The OPA welcome the Government’s intention not to introduce a formal waiting period.  Employers providing good exempt provision could be allowed up to three months waiting period, but no more.  The longer an employee is not enrolled the more chance that they will choose not to contribute.

22.
The minimum level of contributions above which a waiting period is acceptable should be 6 percent employee and 6 per cent employer.

6.
How the Government could ensure that employers with exempt schemes have the flexibility to manage the implementation of these reforms?

23.
The OPA believe that a five year lead-in time for the introduction of Personal Accounts is more than adequate for employers to make plans for their implementation and there should be no phasing of the employer’s contributions.

24.
The OPA believe strongly that it is wrong to put the minimum employer contribution of 3 percent on the face of the bill.  This is a sop to the CBI.  It is highly unusual to place such figures on the face of legislation since it is extremely difficult to change and further primary legislation is required.  The employer contribution should be set in Regulations and agreed by Parliament.

7.
With regard to the approach to compliance:

25.
Trades Unions are ideally placed to protect employees from detrimental treatment by their employer.  However, where there is no Union recognition there must be a whistle-blowing helpline for employees where grievances can be raised.

26.
The powers of the Pensions Ombudsman should be extended to cover this aspect of Personal Accounts.

27.
Any penalties must restore the employees to at least the position they would have been in if there was no discrimination plus payment of any costs incurred by the employees in furthering their claims.

8.
Given the twin aims of focusing the scheme on the target market and allowing sufficient flexibility for individuals within the scheme: Should the annual contribution limit be set higher than £5,000? If so, at what level?

28.
A contribution limit of £5,000 for the target audience is unlikely to be reached by most employees since it represents 100 per cent of the Lower Earnings Limit or approximately 15 percent of the Upper Earnings limit of £33,500.  However, some employees may wish to make additional voluntary contributions to their funds on a regular basis or at times when they can afford to do so, particularly if they have more than one job.  There should be no limit set on the contribution level.

� Security in Retirement: towards a new pensions system Cm 6841 May 2006





PAGE  
1

