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Time waits 
for no scheme
Understanding changes
to pension investment

If a week is a long time in politics, the last few months have been a 
veritable lifetime in one area of pensions law.  At least, that must be 
how it feels for every UK pension plan trustee thinking about 
changes to the law and regulations governing their plan’s 
investments.  The challenge now is to understand what the 
changes are and when they are coming into force.  I deal with the 
five main ones below.

1. Setting objectives for investment consultants

This is the widest-ranging requirement coming out of the CMA’s 
market investigation into the investment consulting (“IC”) and 
fiduciary management (“FM”) sectors.  Yet, surprisingly, it is not 
widely known or well understood.  And it can be news to some that 
it applies equally to DC plan trustees.

The CMA’s Order prohibits trustees of all occupational pension 
plans from receiving IC services from 10 December 2019 unless 
they have set “strategic objectives” for their IC.  The DWP’s 
proposed regulations implement the CMA Order for trust-based 
plans.  They envisage a requirement to set “objectives” – not 
necessarily “just” strategic ones.  The DWP is proposing that its 
regulations will take effect from 6 April 2020.  Trustees acting 
before then should therefore be mindful that the obligation will 
likely be wider come April.

On top of this, the Pensions Regulator has consulted on a guide 
that will help trustees to set objectives for their IC and, from this, it 
is clear that trustees should, in the Regulator’s view, be thinking 
about a range of different qualitative and quantitative matters.

2. Tendering fiduciary management services

This aspect of the CMA’s Order is well-known but, for trustees who 
have appointed an FM over 20% or more of their plan’s assets 
without first running a competitive tender process, there will be 
work to do in tendering the services in a compliant way.  There will 
also be a deadline to meet – five years from the appointment 
where it was made after 10 June 2016 or by 10 June 2021 for 
appointments made before 10 June 2016.

Draft guidance from tPR contains lots of detail on running 
competitive tender processes and this will be a helpful reference 
point for trustees who find themselves subject to the obligation.

 
 
 

3. Enhanced disclosure requirements for SIPs – Mark 1 
As many trustees will know well, there is a requirement, from 1 
October 2019, for every plan’s statement of investment principles 
to cover the trustees’ policies on several new matters.  These are, in 
essence, their policies in relation to financially material 
considerations over the appropriate time horizon, any extent to 
which non-financial matters are taken into account, and the 
exercise of voting rights and engagement activities in connection 
with their plan’s investments.  In addition, DC plan trustees need to 
make further disclosures in respect of their plan’s default 
arrangement.

Once trustees have updated their SIP, it will clearly be important for 
them to ensure they are actually taking the steps their SIP says they 
will (such as around monitoring).

4. Enhanced disclosure requirements for SIPs – Mark 2

From 1 October 2020, trustees will need to ensure their SIP 
complies with yet more disclosure requirements – this time 
regarding their arrangements with the plan’s asset managers.  
Trustees will, for example, have to explain how these arrangements 
incentivise managers to align their strategy and decisions with the 
policies in the trustees’ SIP and incentivise managers to make 
decisions based on medium- to long-term financial and non-
financial performance.  What’s more, all DB plan trustees must 
publish their SIPs on a publicly accessible website from 1 October 
2021 – something to focus the mind.

5. Updated DB investment guidance from tPR

Last but not least, tPR has recently published updated guidance on 
DB investment matters to sit alongside its DC investment guidance 
which it updated in June.  The updated DB guidance covers six 
areas including investment governance, matching and growth 
assets, implementation and monitoring.

Perhaps things will settle down from October – setting aside UK 
politics that is … .

If a week is a long time in politics, six months is a lifetime in pensions...
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