MAYER - BROWN

March 2018

THE PENSIONS BRIEF

At a glance...

PENALTIES FOR MONEY LAUNDERING
REGISTRATION FAILURE

Penalties announced for failure to register with HMRC’s
Trust Registration Service by the deadline

FINANCIAL GUIDANCE AND CLAIMS BILL A
Governmentamendments to impose new guidance
requirements when members access flexible benefits

21ST CENTURY TRUSTEESHIP
New guidance added to the Pensions Regulator’s 21st
century trusteeship resource

FINANCE ACT 2018
New HMRC scheme registration and de-registration

powers

Action required
A Follow development and keep under review

DB PENSIONS REFORM A
Government white paper on protecting DB pensions

TRANSFERS OF SAFEGUARDED BENEFITS
Government response to its consultation on overseas
transfers of safeguarded benefits and the requirement to
take appropriate independent advice

MASTER TRUST AUTHORISATION AND
SUPERVISION FRAMEWORK

Government response to its consultation on the draft
regulations implementing the framework and Pensions
Regulator consultation onadraft code of practice for

master trusts




Issues affecting all schemes

Issues affecting all schemes

Money laundering - penalties for
failure to meet HMRC registration
deadline

HMRC has announced that the following penalties willapply
where atrust which hasincurredarelevant taxliability fails
to register with the Trust Registration Service (TRS) by the
due date of 31January after the end of the tax year in which
therelevant tax liability was incurred:

e registration withinthree months of the due date - fixed
penalty of £100

e registration withinthree to sixmonths of the due date -
fixed penalty of £200

e registration more than sixmonthsafter the due
date - fixed penalty of the greater of £300 or 5% of the
relevant tax liability.

Arelevanttaxliability is aliability to any of the following
taxes onthetrust’s assets orincome:income tax, capital
gainstax, inheritance tax, stamp duty reserve tax, stamp
duty landtax, or land and buildings transaction tax (the
Scottish equivalent of stamp duty land tax).

HMRC announced in December 2017 that, in most cases
whereatrust hasincurred arelevant tax liability in the
2016/17 tax year, it will not charge a penalty if the trustees
failed to register with the TRS before 31January 2018, but
did so by 5 March 2018.

Apenalty will not be payable if HMRC is satisfied that the
trustees took reasonable steps to comply with the
registration obligation.

For more information on the new requirements that came
into force last year under the Money Laundering
Regulations 2017, please see our legal update.

Action

Occupational pension schemes which have incurreda
relevant taxliability in the 2016/17 tax year are subject to the
TRSregistration obligation and should therefore register as
amatter of urgency if they have not already done so.
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Financial Guidance and Claims Bill

The government has tabled amendments to the Financial
Guidance and Claims Bill to:

e imposeabanon pensions cold-calling (whichis to be
putin place by June 2018);and

e requireschemestoensurethatamember seekingto take
or transfer flexible benefits (broadly, money purchase
and cash balance benefits) is referred to appropriate
pensions guidanceand has either received that guidance
or has opted out of receiving that guidance.

i Action

No action currently required, but trustees should keep the
Bill’s progress under review as changes to scheme
administration processes to reflect the new guidance
requirements are likely to be needed.

21st century trusteeship - new guidance

The Pensions Regulator has added new guidance on trustee
trainingand skills and experience toits 21st century

trusteeship web resource.

: Action

Noaction required, but trustees may find the new guidance
helpful.

Finance Act 2018

The Finance Act 2018 has received Royal Assent. Among
other things, it provides for new HMRC powers to refuse to
register or to de-register:

e schemeswith dormant sponsoringemployers (from 6
April 2018);and

e mastertrusts which have not beenauthorised by the
Pensions Regulator (from the date that the master trust
authorisation regime comes into force - expected to be
10ctober2018).

{ Action

{ Noaction required.


https://www.gov.uk/guidance/register-your-clients-trust
https://www.mayerbrown.com/files/Publication/713c0510-dd24-4849-a41e-4c10cff8a0c5/Presentation/PublicationAttachment/1574600a-9f55-452f-a544-614cfaaea6e9/pensions_money-laundering-new-pension-scheme-trustee-obligations_dec0717.pdf
http://www.thepensionsregulator.gov.uk/4-trustee-training.aspx
http://www.thepensionsregulator.gov.uk/4-trustee-training.aspx
http://www.thepensionsregulator.gov.uk/5-skills-experience.aspx
http://www.legislation.gov.uk/ukpga/2018/3/pdfs/ukpga_20180003_en.pdf
https://www.gov.uk/government/publications/hm-revenue-and-customs-trusts-and-estates-newsletters/hmrc-trusts-and-estates-newsletter-december-2017#trusts-registration-service

Issues affecting DB schemes

Issues affecting DB schemes

DB pension reform — white paper

The government has published a white paper on protecting
DB pensionsinresponsetoits 2017 green paper on DB
security and sustainability. The paperannounces plansto:

e givethe Pensions Regulator additional powers and
toreview certainaspects of the existing regulatory
regime;

e clarify scheme fundingrequirements and tointroduce
new requirements for DB schemesto appointatrustee
chairandto submitachair’s statement with the
triennial valuation;and

e consulton proposals foralegislative framework and
authorisation regime for new forms of commerecial
DB consolidation vehicles and ona new accreditation
regime for existing forms of DB consolidation.

Inaddition, the paper confirms that the government has
ruled out the provision of an overriding power for schemes
to change theirindexation measure and changes to the
calculation of employer debts in multi-employer schemes.
The paper also contains aresponse to the government’s
2016 consultation on proposalsin relation to the British
Steel Pension Scheme. For more information on the white

paper, please see our legal update.

No action currently required, but trustees and employers
should keep the progress of the government’s proposals,
particularly in relation to scheme funding, under review.

Safeguarded benefits — overseas
transfers

The government has publishedaresponsetoits 2016
consultation on how the requirement for members to take
appropriate independentadvice before transferring
safeguarded benefits works for overseas transfersand
whether it could be made to work better in such cases.
Safeguarded benefits are broadly salary-related benefits
and money purchase/cash balance benefits witha
guaranteed annuity rate. The government has concluded
that the advice requirement largely works in the context of
overseas transfersand thatan easementis not therefore

required.
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https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/693655/protecting-defined-benefit-pension-schemes.pdf
https://www.mayerbrown.com/files/Publication/9cebd319-385d-47a5-8f26-b15ee7ecc442/Presentation/PublicationAttachment/b80878a9-04bb-4913-95ea-bc61a5578cd2/Protecting_DB_pension_schemes_UK_government_white_paper_Update.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/694259/government-response-the-advice-requirement-and-overseas-pension-transfers-call-for-evidence.pdf

Issues affecting DC schemes

Issues atfecting DC schemes

Master trust authorisation and
supervision framework

Draft regulations

The government has publishedaresponsetoits
consultation on draft regulationsimplementing the
authorisation and supervision framework for “master trust
schemes”. Theresponse confirms thatanumber of
technical changes have been made to the regulations, but
the government has not introduced any further exemptions
totheauthorisation requirement. The finalised regulations
will be laid before Parliament in due course and will come
intoforce on1October 2018.

A master trust scheme for these purposesisan
occupational pension scheme which:

e provides money purchase benefits (whether with or
without other benefits);

e isusedorisintendedtobeusedbytwo ormore
employers;and

e isnotusedorisnotintendedtobeusedonly by
connected employers.

Action

Oncethefinalised regulations are published, master trust

schemes should confirm that they remain within the scope
of theauthorisation requirements and, if they do, continue
withtheir planning to ensure that they areina position to
comply with the requirement to apply for authorisation in
the sixmonth period from 1 October 2018.
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Draft code of practice

The Pensions Regulator has published a draft code of
practice on master trustsand anaccompanying
consultation paper. The code is designed to provide clarity
on how master trust schemes should apply for
authorisation and the matters that the Regulator will take
intoaccount in decidingwhetherascheme should be
authorised and whether it should remain authorised. The
Regulator hasalso published for consultation the related
procedure that it expects to follow when deciding whether
or not to grantauthorisation. The consultation closeson 8
May 2018.

Master trust schemes should review the draft code of
practice and keep the progress of the Regulator’s

consultation under review.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/691012/government-response-to-the-occupational-pension-schemes-master-trusts-regulations-2018-consultation.pdf
http://www.thepensionsregulator.gov.uk/docs/draft-master-trust-code-march-2018.pdf
http://www.thepensionsregulator.gov.uk/docs/draft-master-trust-code-march-2018.pdf
http://www.thepensionsregulator.gov.uk/docs/master-trust-code-consultation-march-2018.pdf
http://www.thepensionsregulator.gov.uk/docs/draft-master-trust-decision-making-procedure-march-2018.pdf

Mayer Brown events

Mayer Brown events

If youareinterested inattendingany of our events, please
contact Katherine Carter (kcarter@mayerbrown.com) or your
usual Mayer Brown contact. All events take place at our offices
at 201 Bishopsgate, London EC2M 3AF.

Pensions Trustee Foundation Course
15 May 2018

11September 2018

11 December 2018

Our Foundation Course aims to take trustees through the
pensionslandscape and the key legal principles relatingto DB
fundingand investment matters,as wellas some of the specific
issuesrelatingto DC schemes,ina practicaland interactive way.

Pensions Trustee Building Blocks Class
12 June 2018 - trustee discretions and decision-making
13November 2018 - internal controls and risk management

Our Building Blocks Classes look in more detail at some of the
key areas of pension scheme management. They are designed
to be taken by trustees who have already taken our Foundation
Course.

The View from Mayer Brown:
Pensions Podcasts

Every month Richard Goldstein,a partnerin our Pensions
Groupin London, places aspotlight on key developments that
could affect your schemeinapodcast. Just 10-15 minutes long
andavailable oniTunes, the podcasts provide a quick and easy
way to stay ontop of currentissues in pensions law.

Listento or subscribe to The View from Mayer Brown Pensions
PodcastsviaiTunes here:

} Subscribe via iTunes

Please note - subscribing above will only work on a device with
iTunes installed. Alternatively, if you don’t have iTunes, you can
access the podcasts via our website.

Please speak to your usual contact in the Pensions Group if you have any questions on any of the issues in this Brief.

For more information about the Pensions Group, please contact:

Ian Wright

Co-Head of Pensions, London

E: iwright@mayerbrown.com
T:+44 2031303417

Jay Doraisamy

Co-Head of Pensions, London
E: jdoraisamy@mayerbrown.com

T: +44 20 3130 3031
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https://www.mayerbrown.com/UK-Pensions-Law/
https://itunes.apple.com/us/podcast/uk-pensions-law-view-from/id889221985?mt=2
mailto:iwright@mayerbrown.com

Dates to note over the next 12 months

Dates to note over the next 12 months
® ®

5 April 2018 6 April 2018

Deadlinefor passingtrustee
resolutionto remove

protected rights provisions Lifetime allowance increases from £1mto £1.03m
fromschemerules

Automatic enrolment - 2% employer contributions required for DC schemes

Newvaluation requirements for transfers/conversions of safeguarded benefitsand new
riskwarning requirements for transfers/conversions/lump sum payments of safeguarded-
flexible benefits comeintoforce

New DC chargesandinvestment disclosure requirements come into force
New rules on DCbulktransfers without consent comeinto force

New rules on bulktransfers without consent of contracted-out rights to schemes that
have never been contracted-out comeintoforce

New employer debt deferral option for multi-employer schemes comesinto force

Scottishrate ofincome taxand consequential changes to relief at

source comeinto force

25 May 2018 i
6 July 2018 29 June 2018 y 30 April 2018
) ) EU General Data Protection PPF levy deadline for submission
Annualallowan;e deadlmefor‘ PPF!evydeadImefor Regulation comes into effect of deficit reduction contribution
employersto provide schemeswith submission of full block o
) . h o certificatesand exempt transfer
information to calculate pension transfer certificates

applications

inputamountsincurred by members
inpensioninput periods endingin
the2017/18taxyear

31 July 2018 1 October 2018 6 October 2018
Annual allowance deadline for Master trust authorisation AnnualaIIowancgdeadIinefor
member requests for “scheme and supervision framework schemesto provide members

pays” (2016/17 tax year) comesintoforce with pension savings statements
forthe2017/18 taxyear

31 March 2019 14 February 2019 31 December 2018
Expiry of VAT exemption for pension Annualallowance deadline for Annualallowance deadline for
fund managementservices provided schemes to pay taxdue under schemes toinclude details of taxdue
byinsurers “scheme pays” (2016/17 tax year) under “scheme pays”inscheme’s

AFT return (2016/17 taxyear)

Key:

. Important dates to note . Forinformation
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