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Public Bill Committee

Tuesday 3 November 2020

(Morning)

[GRAHAM STRINGER in the Chair]

Pension Schemes Bill [Lords]

9.25 am

The Chair: Before we begin scrutiny, I have a few
preliminary announcements. I will stop the sitting if
Members do not respect the social distancing guidance.
I remind Members to switch electronic devices to silent.
Tea and coffee are not allowed during sittings. If drinks
have been brought in, please remove them from the
desk. I know that most speeches are spontaneous, but if
Members have speaking notes, please email them to our
Hansard colleagues at hansardnotes@parliament.uk. That
would be helpful. We will first consider the programme
motion on the amendment paper. We will then consider
a motion to enable the reporting of written evidence for
publication. Given the time available, I am sure we can
do both of those without debate.

Ordered,

That—

(1) the Committee shall (in addition to its first meeting at
9.25 am on Tuesday 3 November) meet—

(a) at 2.00 pm on Tuesday 3 November;

(b) at 11.30 am and 2.00 pm on Thursday 5 November;

(2) the proceedings shall be taken in the following order:
Clauses 1 to 6; Schedule 1; Clauses 7 to 44; Schedule 2; Clauses 45
to 48; Schedule 3; Clauses 49 to 57; Schedule 4; Clauses 58 to 95;
Schedule 5; Clauses 96 to 99; Schedule 6; Clauses 100 to 116;
Schedule 7; Clause 117; Schedule 8; Clauses 118 to 120; Schedule 9;
Clauses 121 to 123; Schedule 10; Clauses 124 to 129; Schedule 11;
Clauses 130 to 132; new Clauses; new Schedules; remaining
proceedings on the Bill;

(3) the proceedings shall (so far as not previously concluded)
be brought to a conclusion at 5.00 pm on Thursday 5 November.
—(Guy Opperman.)

Resolved,

That, subject to the discretion of the Chair, any written evidence
received by the Committee shall be reported to the House.—
(Guy Opperman.)

The Chair: Copies of written evidence that the Committee
receives will be made available in the room. We now
begin line-by-line consideration of the Bill. The selection
list for today’s sitting is available in the room. It shows
how the selected amendments have been grouped together
for debate. Amendments grouped together are generally
on the same or similar issues. Please note that decisions
on amendments do not take place in the order they are
debated, but in the order they appear on the amendment
paper. The selection and grouping list shows the order
of debates. Decisions on each amendment are taken
when we come to the clause to which the amendment
relates.

Clause 1

COLLECTIVE MONEY PURCHASE BENEFITS AND SCHEMES

Question proposed, That the clause stand part of
the Bill.

The Chair: With this it will be convenient to discuss
the following:

Clauses 2 to 6 stand part.

That schedule 1 be the First schedule to the Bill.

Clauses 7 to 25 stand part.

The Parliamentary Under-Secretary of State for Work
and Pensions (Guy Opperman): It is a great pleasure to
serve under your chairmanship, Mr Stringer. I thank
colleagues for attending today’s debate. I hope to proceed
with cross-party agreement on those matters that are
relatively uncontested, so that we can make progress
and then focus on and debate properly those matters
that are genuinely contested.

I stand to introduce clause 1 and the associated
clauses up to clause 25 and to speak in support of the
new form of occupational pension that we are introducing,
commonly called collective defined contributions. In
CDC schemes, members and employers make fixed-rate
contributions to the pension fund. At retirement, members
receive their regular pension income paid out of the fund
each year until death. The rate or amount of the pension
is not guaranteed and will be adjusted annually depending
on how much money is in the fund and the projected
cost of providing benefits under the scheme. CDC
schemes offer the security of an income in retirement,
which we know many people value, without individuals
having to purchase an annuity on retirement. However,
CDC schemes do not require the employer to make
additional financial contributions to the scheme if the
scheme’s financial position weakens. CDCs have been
introduced under a cross-party approach, with great
support from all parts of the House. The pioneers of
the scheme are the Communication Workers Union and
the Royal Mail, which have proposed a way forward.

The Bill allows us to extend CDC provision to master
trusts or non-connected multiple employers through
further secondary legislation when appropriate, and we
look forward to working with such employers in the
industry on how such provision should operate and be
regulated. It is a brave man who cites Tony Blair in aid
of his proposals, but I genuinely believe that this is a
third way in terms of pensions, as an alternative to
defined-benefit and defined-contribution schemes. It is
unquestionably something that huge numbers of people
have sought to bring forward, so that we can address
things in the main.

Ms Angela Eagle (Wallasey) (Lab): The Minister
talks about the third way. Will he also take a little time
in his opening remarks to recognise that pensions policy
is best if it is done cross-party? We are dealing with
changes to the Pensions Act 2004, which was cross-party
legislation that introduced opting in. Changes and tweaks
to the system are far more likely to last across different
Governments and across time if we have some form of
cross-party consensus. It is not only a third way. The
only way we will end up with a workable pensions
scheme is by building in sustainability across Governments
and across time. As a former Pensions Minister who put
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the auto-enrolment regulations on to the statute book
prior to our loss of office in 2010, I am committed to
cross-party working and I hope that the Minister is, too.

The Chair: This is an ideal opportunity to say that I
do not think that members of the Committee will have
any difficulty in catching my eye, but interventions
should be brief and to the point.

Guy Opperman: I endorse that approach, Mr Stringer,
but I also take the opportunity to welcome the cross-party
approach to so much of pensions. I am conscious that
two former Ministers of the Department for Work and
Pensions are sitting on the Back Benches and that they
will correct me and intervene regularly. I accept entirely
that pensions policy works on a cross-party basis, whether
it be automatic enrolment—which was introduced by
the Labour Government through the Turner commission,
brought forward by way of statute under the coalition,
and expanded under this Conservative Government—
or such successes as the Pension Protection Fund, which was
one of the great successes of Blair’s Labour Administration,
and the variety of reforms that we have introduced. There
are some cross-party matters, such as the increase in the
state pension age, that some parties do not necessarily
wish to continue to own and embrace after they have
left office, but such is the way of life.

As I tweeted yesterday, this Bill has, effectively,
98% cross-party agreement and, although there may be
legitimate debates on how we progress, we have worked
on that basis. The hon. Member for Birmingham, Erdington
(Jack Dromey) and I have worked together on a tremendous
cross-party basis. My wife often comments that I text
him way too much. The practical reality is that I have also
engaged repeatedly with the hon. Member for Airdrie
and Shotts, who represents the Scottish National party.
We have exchanged emails, trying to work out where we
disagreed and where we agreed, and there is a great deal
of common ground. Both SNP spokesmen made that
clear on Second Reading, though there is legitimate
debate regarding the best way forward on other matters.
I look forward to those debates.

Neil Gray (Airdrie and Shotts) (SNP): I concur with
the Minister’s remarks on cross-party working. He said
that CDC schemes, which we support, would become a
third way, but can he clarify whether he sees CDC
schemes as replacing good DB schemes? Clearly, we
would not see them as an alternative but as a fall-back
for when schemes run into trouble in other areas.

Guy Opperman: We will debate DB schemes, which I
think have a great future. We have gone to great efforts
to support the future of DB schemes. This is an alternative
way forward that some organisations—Royal Mail is
the classic example, but there are others who are looking
at this—will welcome. Under no circumstances should
it be implied or in any way taken that the Government
will do anything other than support DB schemes on an
ongoing basis.

Seema Malhotra (Feltham and Heston) (Lab/Co-op):
It is a pleasure to serve under your chairship today,
Mr Stringer. May I thank the Minister for the collegiate
way in which he has undertaken debate during the progress
of the Bill and, indeed, prior to that, on the issues and
decisions we are making?

I thank my hon. Friend the Member for Wallasey for
her comments on the importance of a continuing cross-
party dialogue on the issue of pensions. I was involved
in some of the Labour’s Government’s work on addressing
pensions inequality for women and the Turner commission.
I also pay tribute to the hon. Member for Airdrie and
Shotts for his contribution to the collegiate way in
which we have all been working together and for raising
important issues for debate.

I speak on behalf of the Opposition, along with my
hon. Friend the Member for Westminster North. We
also speak on behalf of my hon. Friend the Member for
Birmingham, Erdington (Jack Dromey), who is unable
to be with us this week. Before I begin, I want to thank
the Committee Clerks, who are ever helpful, professional
and a true credit to the House.

As the Minister well knows, we have always been
clear that we support the Bill, but, as hon. Members can
see, we have identified some ways in which we believe it
could be made better. We will discuss those areas in
detail as we progress.

I turn to the general provisions in parts 1 and 2 of the
Bill, on collective money purchase schemes, which is the
legislative term for collective defined contribution or
CDC schemes. The provisions mark a welcome innovation.
I join colleagues in congratulating the CWU and the
Royal Mail on their groundbreaking agreement to pursue
the creation of a CDC scheme. They have forged an exciting
pathway to a better pension for around 141,500 Royal
Mail employees. Members will be aware that my hon. Friend
the Member for Birmingham, Erdington was closely
involved in that process.

CDC schemes offer many potential benefits, as the
Select Committee on Work and Pensions concluded in a
2018 report:

“Through the pooling of risk between scheme members, CDC
may well…provide more generous pensions on average than standard
DC saving…To offer more good choices is entirely consistent
with both pension freedoms and promoting retirement saving.”

There could hardly be a more important time to
focus on reducing risks to people’s pension savings. As
we have seen, the coronavirus crisis poses a serious and
significant risk to pension funds. Sadly, many members
of defined-contribution schemes have suffered pension
reductions of around 8% to 10%, due to the financial
market reaction to the pandemic. In many cases, that
has led to individuals deferring their retirement.

In that context, it is massively encouraging that the
modelling conducted by Willis Towers Watson shows
that the Royal Mail CDC scheme would have provided
better outcomes for savers through this crisis than traditional
DC schemes. According to the modelling, even with the
severe level of market shock experienced earlier this
year, there would have been no effect on current pension
levels for CDC schemes. Future pension increases would
have been affected, but only by 0.25% a year. That is in
stark contrast to the losses that I have outlined for DC
pension savers and is to be welcomed in the light of the
turbulent economic circumstances we face for the foreseeable
future. It is welcome, too, that supporters of CDC
schemes make a wide and varied coalition, including
the CBI and the TUC.

In summary, Labour supports part 1 of the Bill and
the move to create CDC schemes provided, of course,
that they are not used as a means of downgrading good
DB schemes, a point that has already been made.
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Stephen Timms (East Ham) (Lab): I am very pleased
to be serving under your chairmanship, Mr Stringer.
Like others, I very warmly welcome this proposed legislation
for CDC pensions, and congratulate Royal Mail, the
CWU and everyone involved on the success of their
joint efforts to achieve the statutory framework that is
needed to deliver them.

My hon. Friend the Member for Feltham and Heston
referred to the previous Select Committee on Work and
Pensions report on CDC schemes, published in July 2018.
That report said that CDC schemes had the potential to
“transform the pensions landscape”, and it also commended
Royal Mail and the CWU on the “ground-breaking
agreement” they reached at that time. It added:

“To offer more good choices is entirely consistent with both
pension freedoms and promoting retirement saving.”

The Royal Society of Arts has long supported CDC
provision, and I want to bring to bear on our discussion
some of the points it has made in welcoming this
proposed legislation. It points out, as my hon. Friend
has just said, that CDC schemes are likely to provide a
much higher income in retirement—at least 30% higher,
it says—than the alternative of individual saving and
then buying an annuity, and that that improvement is
achieved by sharing longevity risk and targeting higher
asset returns than an annuity provider. The RSA believes
that the Bill provides a good framework for introducing
CDC schemes, noting in particular that the regulator
will act as a gatekeeper to ensure that only well-designed
CDC schemes can open. It suggests that authorisation
requirements for opening a CDC scheme and the process
to verify continuing viability should not be unduly
cumbersome, and that there should be a proper balance
of prescription in scheme rules and trustee, actuarial
and regulatory oversight.

Unlike DB schemes, a CDC scheme cannot go back
to the employer and ask for more funding, so CDC pensions
do need to vary if things prove better or worse than
predicted. Those variations in other countries where
CDC schemes are in place can generally be accommodated
by raising pensions by more or less than inflation, but
after the 2008 crisis the Dutch reduced their CDC
pensions by 2% on average, and in one of the Dutch
schemes the level of pensions being paid was reduced by
6%. Understandably, that caused a furore, so people in
a CDC pension need to know what might have to be
done depending on what happens in financial markets
in the future.

Does the Minister agree that this places a premium
on effective communications with members of CDC
schemes? During stable times, CDC payments may seem
pretty reliable, as had been the experience in the Netherlands,
where they were uprated each year in the expected way.
For many years, the Dutch system had experienced no
problems with that, nor had the potential for reductions
been clearly explained to pensioners, so when the reduction
came—2% on average, 6% in one case—it caused a lot
of anger, for understandable reasons.

My hon. Friend referred to the model put together by
Willis Towers Watson, I think at the request of the
RSA, to model how a CDC pension would respond to
the drop in capital values over the first quarter of this
year. As she said, that model showed that the Royal Mail
scheme would have been pretty robust. The Bill will
allow the Royal Mail proposal to proceed, and other
private sector organisations to create similar arrangements,

but it does not allow for unrelated companies to work
together to create a single CDC pension plan. Since effective
pensions require economies of scale, that in effect excludes
smaller companies from the legislation’s provisions, and
from the option of a CDC—at least for now.

9.45 am

As my hon. Friend the Member for Birmingham,
Erdington has said, it would be immensely beneficial if
small companies in the care sector could come together
to offer a sector-wide CDC pension scheme—something
that no small company could undertake on their own.
Obviously, all of us are thinking a lot at the moment
about the wellbeing of people working in care occupations,
often on low wages, and very often without an opportunity
to save much for a pension.

Clause 47 gives the Government powers to allow
multi-employer CDC schemes and/or providers to offer
CDC master trusts, so that small employers can overcome
this constraint. A Work and Pensions Committee report
from two years ago recommended that legislation governing
CDCs should accommodate mutual and multi-employer
schemes, as well as stand-alone schemes such as the
Royal Mail one. Will the Minister give us hope that the
Government intend to take advantage of the power in
clause 47, and say when they might do so and make this
possibility a reality?

The Minister in the other place said:

“this new type of provision and the supporting regulatory regime
need time to bed in before a decision is made on whether multiple
employer, sector-specific or commercial CDC provision should be
facilitated.”—[Official Report, House of Lords, 28 January 2020;
Vol. 801, c. 1352.]

We need to know how long the Minister thinks that
bedding in will take. I hope he can reassure us that it
will not be allowed to drag on too long, because there is
an important opportunity here. We can all think of
situations in which it would be valuable for that opportunity
to be realised. Finally, will he confirm that the Government
intend for the defined contribution pension freedoms,
which are well established—they have been in place for
five years—to be made available to CDC scheme members?

I welcome the legislation, and hope that the Minister
can confirm to the Committee that it is the Government’s
intention to continue to develop this provision, so that
smaller employers, in particular, can take advantage
of it.

The Chair: Before I call Neil Gray, let me make it
clear that we are not discussing clauses 27 and 47 now. I
allowed what the right hon. Member for East Ham said
to pass, because he referred to earlier clauses, too.

Neil Gray (Airdrie and Shotts) (SNP): It is a pleasure
to take part in this Bill Committee with you in the
Chair, Mr Stringer. Like the Labour spokesperson, I
pay tribute to the Minister, and to the hon. Member for
Birmingham, Erdington, for the cross-party work that
brought the Bill to this point. We welcome the Bill as it
has arrived from the Lords, though we have concerns
about some of the amendments put forward. It is an
important piece of legislation, and the part that brings
about CDC schemes has arrived in a good state, which
is why there are so few amendments to these clauses.
The Minister has obviously done a good job on the
drafting from that point of view.
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I thank the Clerks for their time and patience in
working with me, my hon. Friend the Member for Gordon
and our staff in putting forward our amendments and
priorities. We greatly appreciate all their help and support.

Following on neatly from where the Chair of the
Select Committee left off, we very much support the
creation of CDC schemes. We pay tribute to Royal Mail
and the CWU for the work that they have done with the
Government to get the Bill to this stage. As I intimated
in my intervention on the Minister, and as the Chair of
the Work and Pensions Committee, the right hon. Member
for East Ham, also intimated, the CDC schemes cannot
be seen as a panacea or the right solution for everybody.
It is important—I think this will be a theme of our
discussions—that people are given access to as much
impartial information about their pensions as possible,
giving them confidence to make informed decisions
about their savings.

For the reasons that the right hon. Gentleman outlined,
I wish to put on the record again that although the SNP
feels that CDC schemes have major benefits—certainly
for some scheme members in DC schemes—we would
not wish them to be seen as a replacement for good DB
schemes or for people to feel that they are necessary. I
look forward to the rest of the debate, which I feel may
well be rather more contentious than the issues that we
are discussing at this early stage of the Committee.

Guy Opperman: I echo the support for the Clerks from
this side of the Committee. We had a very helpful session
yesterday, and they have been very helpful throughout.
I will address the four or five points that have been raised.

On communications, I utterly endorse the point made
by the Chair of the Select Committee. He will, I hope,
appreciate that over the last three years, one of the major
things that I have tried to drive forward in the Department
is communications across the level. We are using simpler
statements, by taking the 10 to 43-page pension statements
that very few people read—putting them in a kitchen
drawer and not necessarily taking them on board—and
providing a simpler two-page statement and a written
version. Our pensions dashboards create an amenable
version of the online version, with great, ongoing
communication.

On CDCs, I totally endorse the points that the right
hon. Gentleman made: it is vital that we learn the
lessons from the Netherlands, and that we ensure good
communication. The possibility of fluctuations in benefits
will be made clear and transparent in key member
communications at points throughout their pension
journey, including by providing details of fluctuation
risks at the point of joining, by emphasising benefit
changes in both active and deferred members’ annual
benefit statements, and by making clear in retirement
information packs that benefits can change during
retirement.

Quite simply, that point was not made clear to members
in the Dutch example. Some may not have taken it on
board at the start, while others perhaps did not quite
understand the situation as well as they would have had
it been explained to them. We hope that we have learned
that particular lesson and have very much taken that on
board. I know that the two organisations that are
looking at CDCs are very conscious of that and, to
their great credit, have held multiple roadshows around
the country, talking about this and engaging with people
long before the legislation was introduced.

The reality of the situation for the CWU and Royal
Mail was that their endorsement of the approach would
not have been possible without member engagement
from the very start. They have probably engaged more
with a pension scheme than anyone has ever done
before, prior even to the drafting of the legislation.
They very much wanted that engagement to take place.

Ms Eagle: Clearly, the changes that the Bill would
make allow for pioneering in the CDCs that Royal Mail
and the CWU have introduced to be put into effect. Will
the Minister say a little about how other organisations
—smaller employers, perhaps—might try to get into the
CDC space? Clearly, Royal Mail and the CWU are an
unusual combination, both in the size of the industry
and their buy-ins—very few employers are of the same
size as the CWU, which represents its members, and
Royal Mail, which wishes to offer this particular CDC.

Guy Opperman: I agree that large employers, such as
Royal Mail, which employ nearly one out of every
200 full-time working employees in this country, will
look at that and say it is a potential way forward.

Before I come to the hon. Lady’s point, I want to
address DB briefly and make it clear that CDC is
intended to offer a further pension-saving option for
employers and their workers, should they wish to make
use of it: it is for the employers and the workers to
decide the type of benefit they wish to have via their
occupational pension scheme. That has always been the
right of the employer fundamentally, but also engaging
with the employee. We specifically amended the subsisting
rights provisions via clause 24 to prevent existing DB
benefits in the scheme from being converted into CDC
benefits. I hope that I have addressed in full the DB
issue, which was also raised separately by the right hon.
Member for East Ham.

Stephen Timms: I am grateful for the Minister’s
reassurance on communications. Will good communications
be a consideration for the regulator in determining
whether a proposed CDC scheme should go ahead?

Guy Opperman: The short answer is yes.

Neil Gray: To build on that, does the Minister see the
engagement, which he has rightly described as one of
the most extensive from an employer and an employee-
representative organisation in terms of changes to pension
provisions, as being the gold standard going forward, if
an employer seeks to switch from a DC to a CDC
scheme in the future? Is that the bar that needs to
be met?

Guy Opperman: I am now straying into industrial
relations and how best to manage a company to take
someone’s employees with them in a complex negotiation
about future pension rights. All I can say is that I have
worked and sat down regularly with the leading individuals
in the Communication Workers Union and the individuals
who have been running Royal Mail—that has changed
slightly as it has gone along. I have seen the way in
which they have engaged with their workforce and had
a proper conversation up and down the country in a
series of roadshows. With a large unionised workforce
in the modern era, that is the right way in any event. I
would certainly endorse that approach. It is clear that
the company and the employees have been able to work
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together—working with the union, working with
representatives—and it seems to me that, while I would
not say the phrase is “gold standard”, it is an advisable
way to proceed and it is good company relations to have
a proper dialogue and engagement with individual
employees.

The short answer I gave to the Chair of the Select
Committee was yes, but the longer answer is that there
is a whole supervisory regime, which we will discuss
later, under clause 27 and thereafter, which must be
submitted to the regulator in order to qualify to be
accepted as a CDC. The practical reality of that is that I
cannot see a way in which the regulator endorses and
allows a company to go down the route of a CDC
without all aspects of that communication being considered.
Clearly, there are secondary regulations that follow. It is
not in the specifics of the Bill, as I understand it. I make
the point, when I am answering questions, that I am
doing this utterly blind, so it has to be from my memory
because I cannot take any notes from anybody. That is
the fun of a covid Committee, as the right hon. Member
for East Ham will know from chairing a Select Committee.

Ms Eagle: Semaphore? [Laughter.]

Guy Opperman: The practical reality is that there is a
supervisory regime that must be embraced as part of
the application to the regulator to become a CDC. I
believe that that will be comprehensively addressed and
it is my intention that that should be so in the relationships
that we have.

The right hon. Member for East Ham asked about
clause 47 in ballpark terms and the speed and expedition.
I take the point that we are not debating those matters
but yes, I accept that we need to press ahead with that. I
wish to do so. I have been working on the Bill for the
best part of two and a half years. It has not been for
lack of trying. We started it prior to the general election
and had to pause and start again afterwards, so it is not
for the lack of trying to progress it. Both Royal Mail
and the CWU are very keen to expedite it.

10 am

One of the reasons that the Bill is this size is that the
first 51 clauses are for Great Britain, while clauses 51
to 102, which are a mirror image, apply to Northern Ireland.
This is not a company-specific proposal; we have made
the Bill sufficiently wide so that other organisations—the
obvious ones being master trusts—can come forward
and be included. I totally take the point that there is
great eagerness to have smaller, multi-employer schemes
take part on an ongoing basis, to see how they progress.

Stephen Timms: Can the Minister raise our hopes
that perhaps in the next 12 months or so, there might be
regulations that allow multi-employer CDCs to be set up?

The Chair: Could the Minster be brief, as that moves
us into a debate on clause 47, which comes later in the
agenda?

Guy Opperman: The final question that I was asked
was about extensions on DCs, and the answer to that
is yes.

Question put and agreed to.

Clause 1 accordingly ordered to stand part of the Bill.

Clauses 2 to 6 ordered to stand part of the Bill.

Schedule 1 agreed to.

Clauses 7 to 25 ordered to stand part of the Bill.

Clause 26

LIST OF AUTHORISED SCHEMES

Question proposed, That the clause stand part of the
Bill.

The Chair: With this it will be convenient to discuss
the following:

Government amendment 6.

Clauses 27 to 44 stand part.

That schedule 2 be the Second schedule to the Bill.

Clause 45 stand part.

Amendment 25, in clause 46, page 36, line 41, at end
insert—

“(e) require information to be made available to The Pensions
Regulator relating to actions taken by the scheme to
ensure diversity considerations are taken into account
in the recruitment of the trustee board with regard to—

(i) age;

(ii) gender; and

(iii) ethnicity.”

This amendment is to require pension schemes to send information on
the diversity of the trustee board to TPR.

Clauses 46 to 48 stand part.

That schedule 3 be the Third schedule to the Bill.

Clauses 49 to 51 stand part.

Guy Opperman: Clauses 26 to 51 complete the parts
of the Bill that apply to Great Britain, but not to
Northern Ireland. I will briefly address the two amendments.
Government amendment 6 removes the provision put in
primarily by Liberal Democrat peers in the House of
Lords to incorporate a specific requirement of fairness.
Unquestionably, as with much of the debate that we will
have in Committee over the next two days, it is about
the ways in which we proceed where the objective is
agreed, and the objective is clearly one of fairness. The
Government do not feel that clause 27(3) is appropriate,
however, and we will seek to overturn it.

Requiring trustees to make such an assessment is
likely to generate confusion unless further clarity is
provided, and it may result in legal disputes. We have
specifically and intentionally avoided referencing fairness
in such a way in any of the CDC provisions, but I make
clear to the Committee that we intend to use regulations
to set out clear principles and processes that schemes
must follow to ensure that different types of members
are treated the same where justified.

Those requirements would form part of the authorisation
process for the CDC schemes, overseen by the Pensions
Regulator. Regulations under clause 18, for example,
will require CDC schemes to ensure that there is no
difference in treatment between different scheme member
cohorts or age groups when calculating or adjusting
benefits. That is a clearer, better and more effective
approach to delivering fairness in practice, and it is
supported by the Institute of Faculty of Actuaries.
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I also pray in aid—as we have all cited our support for
them—the note submitted by the Communication Workers
Union and Royal Mail in written evidence to the Bill.
They jointly addressed this specific point, saying:

“We welcome discussions on how to ensure the fairness of
future CDC schemes. Royal Mail’s scheme is designed to address
the possibility of intergenerational unfairness by not using capital
buffers and explicitly preventing the trustees from favouring one
group over another. The DWP acknowledged this in its 2019
consultation response. When it comes to Lord Sharkey’s amendment,
we agree with Government that we should give careful consideration
to how reporting on fairness might work in practice and share their
concerns with the additional reporting requirements the amendment
introduces. We therefore support the Government amendment
which removes Lord Sharkey’s amendment from the Bill.”

I suggest that that statement is telling, and I invite the
Committee to support the Government amendment.

Neil Gray: Before we decide what to do on this
amendment, I am keen to hear from the Minister. He
suggested that if the clause was allowed to stay as it is—
as it was amended by the Lords—it could garner legal
challenge. Could he clarify where he sees that legal challenge
coming from and why he thinks that is a concern?

Guy Opperman: If clause 27(3) provides specifically
for fairness, it may be open to interpretation and mean
different things to different people. The legal advice we
have received is that it would be inappropriate to include
that in the Bill, and that it is far better to address the
matter in detailed regulation rather than through a
single word in the confines of the Bill.

Ms Eagle: The Minister is trying to achieve fairness
across cohorts, and different people will have different
interpretations of that. Such schemes are reliant on the
general performance of the stock market, investment
and what is going on in the world economy. Does he
agree that fairness is subject to all those swings and
roundabouts?

Will the Minister give the Committee some idea of
what he would regard as fair, given that annuities were
grossly unfair for those who happened to retire at a time
when the market was taking a dip? What would he
regard as “fairness” in the requirement that he will put
in regulations?

Guy Opperman: Having been a 20-year lawyer, whose
last client was a very famous Mr Ed Balls—I had to
represent him when he was Secretary of State for Children,
Schools and Families, five weeks before the 2010 general
election—I am loth to start defining fairness, as a
Government Minister, specifically because of the problem
that has been identified.

I can say that we are attempting to ensure that
members are treated fairly, and that has been part of the
central thrust of our work on CDCs from the outset.
We have learned from the problems experienced by the
Dutch model, which allows schemes to make different
benefit adjustments to different groups of members.
That transferred contributions from savers to pensioners.
The UK system will not work in that way. We intend
that regulations under clause 18 will require CDC schemes
rules to contain provisions so that there is no difference
in treatment between different cohorts or age groups of
scheme members when calculating and adjusting benefits.
If the scheme design does not do that, it will not be
authorised. That goes to the whole proposal under the
supervisory regime and the submission.

Further—we will come to the word “bespoke” later
in our consideration of the Bill—this is an opportunity
for individual schemes. The examples have been given
of a small care home scheme coming together, and of
the vast might of Royal Mail. Clearly, those are very
different organisations. I hope that the regulator will
look at them in slightly different ways with an overarching
code of principles that allows it to permit such a scheme
to go ahead. I will resist the hon. Lady’s kind invitation
to provide the exact definition that, we submit, would
be one of the problems with clause 27(3).

Ms Eagle: We are here to tease out what the Government
mean in the Bill, ahead of the unamendable regulations
that have not yet been written. I hope that the Minister
will indulge our temerity in using the Bill Committee to
ask some relevant questions.

What the Minister said earlier about the Dutch schemes
is correct. By reducing the available pensions, some choices
were made between existing pensioners and those who
were saving. His tone suggested that he judged that to
be unfair. He states that he wants to achieve fairness between
cohorts in CDCs, but how will that be done in reality?

Guy Opperman: I am invited to give a view on the
future consultations on the points that the hon. Lady
raises. The term “fairness” can be open to interpretation
and can mean different things to different people. We
envisage that regulations will clearly set out the principles
and processes that schemes should follow to ensure that
all types of members in CDC schemes are treated the
same, where appropriate. Setting the requirement in
regulations will give us the opportunity to consult on
the approach that is to be taken. I respectfully suggest
that rather than defining that in the Bill, the appropriate
way forward is to consult, and to use all the opportunities
that consultation entails for submissions on what that
should look like, so that detailed regulations can then
be taken forward.

Ms Eagle rose—

Guy Opperman: I will give way once more, but I am
not sure I can improve on the answer I have already
given.

Ms Eagle: I thank the Minister for the further
explanation, but is he saying that he does not yet know
how this will work, because the regulations have not
been written? Is he stating that he wants to achieve a
certain principle without yet knowing how it will be
achieved?

Guy Opperman: No; I can merely repeat the answer I
have just given, which is that the regulations under
clause 18 will require schemes to contain provisions so
that there is no difference in treatment between different
cohorts or age groups of scheme members when calculating
and adjusting benefits. If the scheme design does not do
that, it will not be authorised.

I will try to expand on that and give a better answer.
There is a two-phase process. In the first phase, a
company must come forward to the regulator and seek
permission to go down the CDC route; that goes back
to the way in which the company and the employees
work. A separate set of regulations will then be the
framework on which that is judged. I suggest that this is
specific to individual companies, because fairness will
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be different for different organisations and they will be
treated in different ways. There is a supervisory regime
that must be gone through, and there will be a consultation
on regulations regarding how it will be administered.
For the present purposes, that is the best I can give to
the hon. Lady.

I will now address amendment 25, which is about
the actions of the regulator in relation to diversity
considerations, taking into account the recruitment of
the trustee board. This issue was raised in the other
place as a point of debate. The Pensions Regulator is
part of an ongoing discussion, and in February this
year it launched an assessment of the appropriate way
forward, looking at trustee board diversity across all
schemes. It plans to set up an industry working group to
bring together the wealth of available material and
experience to help pension schemes to improve the
diversity of scheme boards. I suggest it would be premature
to pre-empt the outcome of the regulator’s work in this
area. It has indicated to me, unofficially, that it will
respond by Christmas. It is certainly the case that this
Government has brought forward, on a cross-party
supported basis, environmental, social and governance
regulations in respect of investment. We would certainly
hope that organisations that treat their investments
with due account to social and governance matters
would also take an appropriate way forward in that
respect.

10.15 am

Under clauses 9 and 11, the Pensions Regulator must
be satisfied that the persons involved in the CDC scheme
are “fit and proper persons” to act in relation to the
scheme. If the regulator is not satisfied, authorisation of
a CDC scheme cannot be granted. I simply add that
clauses 26 to 51 set out the full details. I particularly
pray in aid clause 27, which sets out the detail of the
supervisory regime.

Seema Malhotra: It is a pleasure to respond to the
Minister’s comments. I thank him for laying out the
Government’s thinking on the clauses and amendments
in this group. I will speak to Government amendment 6
and briefly to amendment 25, tabled by my right hon.
Friend the Member for East Ham.

I thank the Minister again for his speech and the
arguments that he has laid out for seeking to remove the
amendment tabled by the noble Lord Sharkey and
cross-party colleagues in the other place, which was
agreed by peers in June. The Minister commented that,
in his view, some of the concerns could be addressed by
the implementation of clause 18. I want to come back
to why I am concerned that may not go far enough;
perhaps this will be an issue of ongoing debate as the
Bill proceeds, and in regulations.

The amendment included by those in the other place
was very considered. It spoke about

“the requirement that trustees make an assessment of the extent
to which the scheme is operating in a manner fair to all members”.

I believe that is the additional wording in the Bill. It is a
very considered amendment, which could only be useful
in keeping on the agenda of trustees the important
analysis that should take place in relation to decision-
making—to be sure about the best possible input and
considerations in relation to the performance of the
scheme for all its members.

I alluded in my opening remarks to the considerable
insecurity that we face as a nation, exacerbated by the
impact of covid-19 and its disproportionate impact on
different groups and different generations, in terms of
the economy and levels of employment and therefore
saving into pension schemes. People’s personal finances
are likely to be under great strain in the coming years.
Not only is there that insecurity, but it is increasingly
difficult to encourage young people to save for retirement,
with all the other cost pressures in life—paying off
debts, for example, or the fact that, at the moment, the
average age at which they will purchase their own home
is around 34. There are considerable pressures on the
personal finances of the next generations, as they plan
ahead for their lives.

Thinking about our institutions and how we continue
to consider and embed intergenerational fairness should
be on Parliament’s radar in all our work. In that context,
we see unprecedented public policy challenges in ensuring
fairness between different groups in society—from those
in hard-hit industries, such as aviation and hospitality,
to those affected by the way education is being delivered
in the times in which we are living, which could continue
beyond the next few months into the next few years,
with all that uncertainty. We have also seen that black,
Asian and minority ethnic communities have been hit
harder by the health and economic impacts of this
terrible virus. We can look at income today, but we are
really talking about income tomorrow, and the impact
on tomorrow of savings today.

It is incumbent on the Government to think about
fairness between generations, and how we can stop
young people bearing the brunt of the uncertainty and
hardship caused by the economic havoc that we are
experiencing right now. The impact on them could go
unchecked in the medium and longer term. Concern
about intergenerational fairness was raised by many
respondents to the Government’s consultation on the
Bill’s provisions.

Clause 27, as amended in the other place, sought
to deal with some of those concerns. It effectively
acknowledges that there may be a divergence in interests
between different cohorts or sets of members in CDC
schemes. Importantly, it does not compel any particular
kind of action, but requires trustees to consider fairness
and assess the extent to which the scheme is fair to all
members. To Opposition Members, that is a very sensible
suggestion, and we struggle to understand why it should
be controversial for the Government.

I appreciate that the Minister outlined some comments
from the CWU and others about the interpretation. He
also mentioned treating people in the same way and his
interpretation of the current wording of clause 18, which
I was just reviewing. If there are different considerations
in relation to levels of savings, other ways of joining a
scheme or different circumstances, it may be necessary
to look differently at different cohorts. Treating people
fairly may not always mean thinking of them as the same.
When we are thinking about fairness, we may need to be
a bit more nuanced in our consideration of different
needs and circumstances, and the potential impact of a
decision on all cohorts.

Perhaps a different way of interpreting the amendment
that was made in the other place would be to see it as
enhancing the intention behind clause 18. I repeat that
the amendment did not compel any particular kind of
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action, but made it more explicit what trustees should
consider. Baroness Stedman-Scott, the Parliamentary
Under-Secretary, said in the other place:

“I welcome the sentiment behind the proposed amendment; it
is something to which we want to give further consideration. We
need to give careful thought to how such reporting might work in
practice and would want to work with trustees, administrators
and the regulator to ensure that any such requirement is proportionate,
appropriate and clear. We would also want to consult on any such
approach to make sure that it is effective. I reassure all noble
Lords that we will give this matter careful consideration. Should
we need to bring forward such a requirement in regulations, we
already have sufficient powers in existing legislation to require
schemes to report on fairness in CDC schemes if warranted.”—
[Official Report, House of Lords, 30 June 2020; Vol. 804, c. 605.]

I hope that the Minister will continue to keep this issue
under review, because we think it is very important for
the sustainability of fairness and confidence in schemes.
The very considered wording that was proposed and
passed in the other place could help the Government in
securing the intended outcomes that he described as
being behind clause 18. Perhaps he can provide more
detail on his plans to incentivise trustees to assess and
report on the extent to which CDC schemes are operating
in a manner that is fair to all.

My right hon. Friend the Member for East Ham may
make a few comments on amendment 25, which is
intended to require pension schemes to send information
on the diversity of the trustee board to the pensions
regulator. We believe in the value of this amendment,
which is also supported by other colleagues—the SNP
in particular. It is important to ensure that there is a
diversity of voices in decision making. The debate about
diversity on public and private boards comes in cycles.
Diversity on public boards was considered under the
last Labour Government, with quotas for diversity in
recruitment. This is not a party political matter; a lot of
research shows that diversity in decision making leads
to better and safer sustained outcomes.

When looking at public funds, for example, the diversity
of needs should be understood at the decision-making
table. We do not need to rehearse the arguments for
ensuring that different voices are represented at decision-
making tables, whether that relates to gender, those with
disabilities or those from particular minority communities.

The same is true of boards in the private sector.
Research undertaken by business schools shows that
diversity on decision-making boards has often led to
considerably better returns on investment, and indeed
shareholder returns. There is no sustained, credible
argument that not having diversity on boards leads to
better business outcomes.

I do not understand why this would not be an important
consideration. Amendment 25 simply says that pension
schemes should send information on the diversity of the
trustee board to the Pensions Regulator. I am sure my
right hon. Friend the Member for East Ham will share
more information about how trustee boards are less
diverse than other boards. That cannot be right for
boards that have an increasingly important role in decisions
about funds and investments, and about inclusivity and
fairness.

This is not only an important consideration in terms
of social justice; it is about the performance of the
schemes. It is about recognising the importance of
having diverse voices and voices that are representative
of those within the schemes and those who may benefit

from the schemes in the future. This is a matter of
obvious importance that should not raise concerns, and
it should be included in the Bill.

Stephen Timms: I apologise for raising clause 47 in
the previous debate; I probably should have waited until
now. I am glad we had that debate and I welcome the
Minister’s assurance that regulations to enable multi-
employer CDCs will come forward within the next year.

I will confine myself in this debate to clause 46 and
amendment 25, which stands in my name on the
amendment paper. I am grateful to the hon. Members
for Airdrie and Shotts and for Gordon for adding their
names to it, and to my hon. Friend the Member for
Feltham and Heston for the important points she has
just made in favour of it. I thank ShareAction for its
work on this topic and for the briefing it has provided.

We are all familiar, as my hon. Friend has just reminded
us, with the criticism that there is insufficient diversity
among directors of FTSE 100 companies. There has
been progress, but the Government targets are going to
be missed and there is still a long way to go among
major company boards. Some 68% of board members
are male and only 7.4% are from black, Asian or
minority ethnic backgrounds. That proportion falls to
3.3% in the most senior board positions: chair, chief
executive and finance director. Only just over half of
boards have any ethnic minority members at all.

10.30 am

As my hon. Friend has just pointed out, the position
among pension trustee boards is a great deal worse. There
are not yet any trustees of CDC schemes, which would
be addressed by my amendment. I do not know whether
it has been announced who the trustees of the Royal
Mail scheme will be, and I certainly have not seen that
list, but as we debate the ground rules for trustees of
CDC schemes, there are good reasons for ensuring that
we do not end up, in this part of the pensions world, in
the position we are in with pension trustee boards more
generally. I hope that those who are looking at the
make-up of trustee boards more generally will take a
leaf out of the tenor of the discussion that we are
having.

Ms Karen Buck (Westminster North) (Lab): I ask my
right hon. Friend to confirm my understanding, which
is that when we talk about diversity, we are not simply
talking about it being a good thing to have a range of
different experiences and backgrounds; all the evidence
from across the commercial sector is that diversity
increases performance because of the range of perspectives
that it brings to bear.

Stephen Timms: My hon. Friend is absolutely right.
She and I took part in a debate on a similar issue
around 10 years ago, on the Welfare Reform Bill. She is
right on this point, and that is an argument that I want
to come to in a moment.

I hope the approach that I am advocating will be
applied to other pension trustee boards in the UK in
due course, because according to a report on diversity
published in March by the Pensions and Lifetime Savings
Association, which we used to call the National Association
of Pension Funds, 83% of pension scheme trustees are
male; 50% of chairs of trustee boards are over 60; a
third of all trustees are over 60, while only 2.5% are
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under 30; 25% of pension schemes have trustee boards
that are entirely male; and only 5% of schemes have a
majority of female trustees. This is a particularly stark
picture if we look at the make-up of pension scheme
trustee boards at the moment.

As the Pensions and Lifetime Savings Association
comments:

“It seems clear that occupational pension scheme trustee boards
have generally not implemented robust diversity policies as effectively
as FTSE 100 boards”.

Ms Eagle: I thank my right hon. Friend for making
points that are difficult to argue against. What effect
does he believe the age of pension fund trustees is likely
to have on the intergenerational fairness points that I
pressed the Minister on in our previous discussion?

Stephen Timms: My hon. Friend makes an important
and interesting point. If we are to be confident that
these new scheme trustees will make decisions that are
fair to both the working members of the schemes and to
pensioners, it is important that the voices of working
age members should be taken fully into account in the
trustee board’s decisions. She makes a good argument
about why diversity, specifically in respect of age, is
important in this context.

It is not as though there is no evidence that diverse
trustee boards do a better job. My hon. Friend the
Member for Westminster North has just reminded the
Committee that there is a substantial, growing body of
evidence that diverse company boards make more effective
decisions than homogeneous boards. We have talked
about age, but we should not forget that the gender
pensions gap, which is nearly 40%, is almost twice the
size of the gender pay gap. The issues here are stark.

The Pensions Regulator commented on diversity in
trustee boards for the first time last year:

“Our view is that pension boards benefit from having access to
a range of diverse skills, points of view and expertise as it helps to
mitigate against the risk of significant knowledge gaps or the
board becoming over-reliant on a particular trustee or adviser. It
also supports robust discussion and effective decision making.”

Amendment 25 would require those who put boards
together to report to the Pensions Regulator on steps to
ensure diversity considerations are taken into account
in the recruitment of the trustee board, with regard to
age, gender and ethnicity. I know that the Pensions
Regulator has set up an industry working group to
consider this issue, as part of the consultation that the
Minister referred to, and to raise the profile of it.
However, to be effective, that group needs data, and this
amendment would help to provide it. I think the result
of the amendment would be not only greater fairness
but better trustee decisions. I commend the amendment
to the Committee.

Richard Thomson (Gordon) (SNP): It is a pleasure to
serve under your chairmanship, Mr Stringer.

I will confine my brief remarks to amendments 6
and 25. I listened carefully and with interest to what the
Minister said about the rationale for trying to withdraw
clause 27 from the Bill. I agree that with him that in
trying to come up with a legal definition of fairness, it
will always be nebulous. There are clear difficulties
around that, which is why I do not think the initial
intention behind the clause was to provide absolute
legal clarity.

I was reassured to a large extent by what the Minister
said about the steps that would be taken to set up CDC
schemes—by definition, schemes that are obviously unfair
will not pass approval. The difficulty I have with that
argument is that all that is being asked in clause 27 is
that there is a requirement for trustees to make an
assessment and nothing further. It is useful to have a
process of self-challenge and continuous improvement,
looking at aspects of the schemes that are directly under
their control and that they can directly influence and
alter. It is good to always have that consideration of
whether the scheme is operating as fairly as possible for
all present and future members and those taking benefits
from it. My question to the Minister is, very simply,
where is the harm? Even after taking on board all that
he says, I still do not see the harm that lies in the Bill as
it stands.

Moving on to amendment 25, I hear exactly what the
Minister says about the requirement that already exists
on trustees to be fit and proper people. My observation
is that there are many potentially very fit and proper
people who do not currently find themselves on boards,
advisory committees or any of the governance structures
around pensions, and who could nevertheless make a
very good contribution to the running of those schemes.

Speaking from personal experience, prior to being
elected as the Member for Gordon, I was a councillor in
Aberdeenshire. Through that role, I was one of the
Convention of Scottish Local Authorities nominees to
the Scottish local government pension scheme advisory
board, whose representation was equally split between
employers’ representatives, of which I was one, and
trade union representatives. The trade union representatives
were all extraordinarily capable and represented quite
accurately the diversity of the scheme members whose
interests they were there to represent. In all honesty, the
employers’ representatives perhaps did not represent
that quite so well. I played my own part in skewing that
representation.

The requirement to report back on the membership
characteristics is a very useful tool in trying to understand
whether all that is reasonable is being done to ensure
that trustees and those in positions of governance on
pension schemes are as representative as possible not
just of the membership, but of the interests of the
membership, and that we are giving as many people as
possible the opportunity to fully skill up, participate
and play the role that they can do. As things stand, we
are missing out on the talents of many fit and proper
people. Again, I do not see the difficulty in simply
recording and reporting that information as part of the
cycle of continuous improvement and self-reflection on
whether we are achieving all that we seek to do.

Ms Eagle: I want to support, or enhance, the comments
that have just been made by Opposition Members about
the two issues that we are discussing in this group of
amendments: amendment 25 on diversity, which was
tabled my right hon. Friend the Member for East Ham,
and the issue of intergenerational fairness and how it
can be properly guaranteed in CDC schemes.

I hope the Minister will reaffirm on the record, in no
uncertain terms, his agreement with the principles behind
the amendment on intergenerational fairness that was
made in the other place, even if he has issues with how
one defines fairness in law. I have to say that, in social
justice terms, we would have made very little progress in
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the whole of our society if we quibbled about the
meaning of fairness in law. Just because it is difficult to
define, it does not mean that we should not assert it or
seek to bring it about.

The Minister’s response is a rather a technical answer
to the principle that has been asserted by the change
that their lordships made to this part of the Bill. His
responses to my questions earlier did not fill me with
confidence that he knew how the principle would be
brought about if the amendment that their lordships
put in the Bill was taken out. He simply seemed to say
that it was a good thing to assert, and that it would be
brought about by regulations that have not yet been
written. He could not really give us any thoughts about
how it might be guaranteed in the future, although he is
asking us to take out an amendment that has actually
been made to the Bill. He is asking us to exchange
something that is really quite good and not damaging
for something that is very nebulous and does not exist
yet—it might do at some point in the future—in regulations
that will be unamendable. We will have to take them or
leave them when they come to the House, so I am
slightly worried about that.

As is his wont, my right hon. Friend the Member for
East Ham has zeroed in on the issue of diversity on
boards and given us some shocking figures about what
is happening on pension trustee boards. That ought to
raise many alarm bells about potential group-think and
about how the decisions made by trustee boards are not
representing the interests of the many people who have
pension savings in a way that we would find modern or
appropriate.

Amendment 25 is a modest amendment. My right
hon. Friend is asking only for the publication of
information. He is not doing what I might do, which
would be much more radical and would probably include
all sorts of things, such as quotas and positive action, in
order to make a real difference quite quickly. It is a
modest amendment. If the Minister cannot accept that
it is and does not have the good grace to support it, I
will be rather disappointed.

Guy Opperman: I will try to address some of the
issues raised. In respect of the approach of the regulator,
the regulations for CDC schemes will require schemes
to provide information to enable members to understand
the unique risk-sharing features of CDC schemes. That
will be underpinned by clause 15, which we have already
debated. It requires the regulator to be satisfied that a
CDC scheme has adequate systems and processes for
communicating with members and others. Regulations
will also require that scheme information is made available
more widely to other interested parties, including employers,
on a publicly available website. The practical reality is
that we have learned from the Dutch model, which
some argue had intergenerational fairness issues, and
are producing a considerably fairer approach.

10.45 am

Perhaps I should have raised this with the hon. Member
for Wallasey when she asked what we have set out, but I
presume she is aware of the indicative illustrative regulations
produced for the purposes of the House of Lords debate.
I will ensure that those regulations, which had already
been produced, are sent to her. As she will be aware,
illustrative regulations produced for debate and discussion

are often not the final version. They quite clearly cannot
be, because the Government have to consult widely,
although at speed—I accept the exhortation to produce
them next year—with pension providers, employers,
interested parties, lawyers, actuaries and others, before
we lay the final regulations. However, it is right to draw
the Committee’s attention to a point that I did not make
earlier: illustrative regulations that address some of the
issues raised by the hon. Lady have been available for
many months. While only illustrative, the provisions
give a clear indication of the policy intentions.

I have addressed the point about speed and 2021. I
endorse utterly the desire for greater diversity and will
try to answer a couple of the key questions asked. As I
understand it, the trustees of the Royal Mail and CWU
scheme have not been identified as yet. Clearly, that is a
matter for them as they take that forward, but I suspect
that that point is well made and well noted. Self-evidently,
all of us agree that diversity is a good thing, and that
larger numbers of pension scheme trustees need to be
more diverse in many different ways. I take the point
that the efficacy of that will benefit not only the scheme
but wider society as a whole. The regulator takes this
seriously and is already consulting on addressing it on
an ongoing basis. It would be premature to pre-empt
the outcome of the regulator’s work in this area, which,
self-evidently, starts from the basis of considering not
only whether the persons putting themselves forward
are fit and proper persons, but the key issue of diversity.

Clauses 9 and 11, which we have already debated,
mean that the Pensions Regulator must be satisfied that
persons involved in CDC schemes are fit and proper
persons to act in relation to the scheme. If the regulator
is not satisfied, authorisation of the CDC scheme cannot
be granted. In respect of that point, it is well noted that
the House is concerned about ensuring that, prior to the
granting of a specific CDC scheme, ongoing consideration
should be given to the working group and also to the issue
of diversity. On that basis, I invite the right hon. Member
for East Ham not to press his amendment to a vote.

Question put and agreed to.

Clause 26 accordingly ordered to stand part of the Bill.

Clause 27

REQUIREMENT TO SUBMIT SUPERVISORY RETURN

Amendment made: 6, in clause 27, page 17, line 38, leave
out from beginning to end of line 40 and insert “The
notice must specify—”.—(Guy Opperman.)

This amendment would remove provision requiring a notice from the
Pensions Regulator to collective money purchase scheme trustees to
include a requirement to assess the extent to which the scheme is
operating in a manner fair to all members.

Clause 27, as amended, ordered to stand part of the
Bill.

Clauses 28 to 44 ordered to stand part of the Bill.

Schedule 2 agreed to.

Clause 45 ordered to stand part of the Bill.

The Chair: Before I ask the Committee to reach a
decision on clause 46, does the right hon. Member for
East Ham wish to press amendment 25 to a vote?
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Stephen Timms: I am very grateful for the support
that has been expressed and for the points that the
Minister has made. I take his point that there is a
consultation under way. I very much hope that the
regulator will decide to require information on diversity
from the schemes that are set up, and that it will
continue to do so as the trustee board develops. However,
at this stage I will not press the amendment to a vote.

Clause 46 ordered to stand part of the Bill.

Clauses 47 and 48 ordered to stand part of the Bill.

Schedule 3 agreed to.

Clauses 49 to 51 ordered to stand part of the Bill

Clause 52

COLLECTIVE MONEY PURCHASE BENEFITS AND SCHEMES

Question proposed, That the clause stand part of the
Bill.

The Chair: With this it will be convenient to discuss
the following:

Clauses 53 to 57 stand part.

That schedule 4 be the Fourth schedule to the Bill.

Clauses 58 to 95 stand part.

That schedule 5 be the Fifth schedule to the Bill.

Clauses 96 to 99 stand part.

That schedule 6 be the Sixth schedule to the Bill.

Clauses 100 to 102 stand part.

Guy Opperman: With respect, Mr Stringer, I propose
to address all these matters together. Clauses 52 to 102
replicate the measures outlined in clauses 1 to 51 and
apply them to Northern Ireland, which has a different
system. This required us to replicate the measures in
their entirety. In discussing clauses 1 to 51, I outlined
why CDCs are the appropriate measure, and I ask the
Committee to imagine that I made the same speech, at
great length, in respect of clauses 52 to 102.

Seema Malhotra: I will not make any further comments.
I agree with the Minister.

Question put and agreed to.

Clause 52 accordingly ordered to stand part of the Bill.

The Chair: I propose to put as a single question that
clauses 53 to 57 stand part, that schedule 4 be the
Fourth schedule to the Bill, that clauses 58 to 95 stand
part, that schedule 5 be the Fifth schedule to the Bill,
that clauses 96 to 99 stand part, that schedule 6 be the
Sixth schedule to the Bill, and that clauses 100 to 102
stand part.

Stephen Timms: Would it be in order, Mr Stringer, for
me to ask about clause 98 in this part of our discussion?
It is the counterpart to an earlier clause and will introduce
regulations to enable CDC schemes in Northern Ireland
to be extended to include multi-employer schemes. Can
the Minister reassure us that in Northern Ireland, as in
the UK, the plan will be to introduce regulations to
enable that within the coming year?

The Chair: That is not completely in order, but I will
allow it.

Guy Opperman: It is very hard to turn down such a
great man as the right hon. Member for East Ham, and
I fully understand why you have given him some latitude,
Mr Stringer. The answer is that I cannot be precise.
Clearly, it is a matter for the Northern Ireland Government
and the various civil servants who will take the legislation
forward, but we expect them to take a similar approach.
If I am wrong, I will write to the right hon. Gentleman
to correct the record, but that is my expectation.

Clauses 53 to 57 ordered to stand part of the Bill.

Schedule 4 agreed to.

Clauses 58 to 95 ordered to stand part of the Bill.

Schedule 5 agreed to.

Clauses 96 to 99 ordered to stand part of the Bill.

Schedule 6 agreed to.

Clauses 100 to 102 ordered to stand part of the Bill.

Clause 103

GROUNDS FOR ISSUING A SECTION 38 CONTRIBUTION

NOTICE

Question proposed, That the clause stand part of the
Bill.

The Chair: With this it will be convenient to discuss
clauses 104 to 106 stand part.

Guy Opperman: I am grateful to you, Mr Stringer,
and to colleagues for the progress we have made in
respect of collective defined contributions. We now turn
to part three of the Bill, on regulatory powers. The powers
are, in broad terms, agreed, as I understand it, subject
to debate on clause 107. It is entirely right that we have
set those out in defined benefit and regulator consultations
over many years and in the preparations for White
Papers and Green Papers, and that enhanced powers
will be given to the regulator on an ongoing basis. I
recommend the regulations to the Committee.

Seema Malhotra: We will not be making any further
comments. We support the Minister on these clauses.

Stephen Timms: This part of the Bill gives new powers
to the regulator, so it is worth recapping the problems
that gave rise to the need for them. Most of the thinking
here came from the joint work of the former Work and
Pensions Committee—I pay tribute to my predecessor
as its Chair, Frank Field—and the Select Committee on
Business, Innovation and Skills, after the awful problems
at two firms: BHS and Carillion.

BHS had two defined-benefit pension schemes. They were
in a combined surplus of £43 million when Sir Philip Green
bought the company in 2000. The surplus gradually declined
and the schemes fell into a combined deficit in 2006,
following the period when large dividends had been
paid to members of the Green family. By the time of the
sale of BHS in 2015, the value of the schemes’ assets
was almost £350 million short of their liabilities. As the
schemes fell into deficit, the BHS board repeatedly
resisted requests from the scheme trustees for increased
contributions.

In 2012-13, there were negotiations over a deficit
recovery plan and they concluded with a 23-year recovery
plan. At the time, eight years was the median rate for a
recovery plan and 95% of comparable schemes had a
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recovery plan of less than 17 years. The plan we got in
the case of BHS was for 23 years. The payments under
that plan barely covered the interest on the scheme’s
deficit and so the deficit continued to grow even while
that plan was being followed.

The two Select Committees concluded that the Pensions
Regulator had acted too slowly. Having received the
23-year plan in September 2013, it did not send the first
information request to the trustees until January 2014.
The Committee added, however, that the onus for resolving
problems was on Sir Philip Green.

In the case of Carillion, it left a pension liability of
around £2.6 billion. The 27,000 members of Carillion’s
defined-benefit pension schemes will now be paid reduced
pensions by the Pension Protection Fund—one of the
biggest calls ever on that fund. I agree with what the
Minister said earlier about the success of the fund,
which was introduced by the previous Labour Government.

11 am

Richard Adams was Carillion’s finance director for
ten years. He refused to make adequate contributions to
pensions schemes, and the chair of trustees said that he
seemed to consider them a “waste of money”. The scheme
actuary, Edwin Topper from Mercer, said that Carillion’s

“primary objective was to minimise the cash payments to the
schemes”.

The Committees heard that the Pensions Regulator
threatened seven times to use a power that it had never
used, concluding:

“These were empty threats; the Carillion directors knew it and
got their way.”

The Committees added:

“The Government has recognised the regulatory weaknesses
exposed by this and other corporate failures, but its responses
have been cautious, largely technical, and characterised by seemingly
endless consultation. It has lacked the decisiveness or bravery to
pursue bold measures recommended by our select committees
that could make a significant difference. That must change. That
does not just mean giving the FRC and TPR greater powers.
Chronically passive, they do not seek to influence corporate
decision-making with the realistic threat of intervention. Action
is part of their brief. They require cultural change as well.”

Since then, the Pensions Regulator has launched a
new approach. It says that it will take a

“clearer, quicker and tougher approach to driving up standards in
the pension sector.”

We must all hope that the new approach, facilitated by
the new powers under discussion, will do the job.

More recently, the current Work and Pensions Select
Committee has expressed its support for the lenient
approach that the Pensions Regulator has taken during
the pandemic to employers seeking to reduce deficit
reduction payments for defined-benefit pension schemes.
We warned, though, that

“following our predecessor Committees’ experience with BHS
and Carillion, the Pensions Regulator must remain alert to the
risk of unscrupulous employers not in financial difficulty seeking
to take advantage.”

We recommended specifically:

“If an employer is making deficit reduction contributions at a
lower rate because of the pandemic, no reasonable person would
expect them simultaneously to be paying dividends to shareholders
and bonuses to senior executives. We recognise that there may be
a small number of exceptions to this, but we would expect them to
be wholly exceptional. We urge the Pensions Regulator to keep a
close eye on this area, and to raise the alarm if it detects abuse.”

When the Government respond to the report, I hope that
the Pensions Regulator will accept that recommendation,
and we must all hope that the entirely sensible changes
being made by the Bill do the important job that history
makes clear is needed.

Ms Eagle: I support my right hon. Friend the Member
for East Ham, who has crystallised some of the dangers
in private sector schemes. I do not want to add to the
excoriating verdict of his predecessor Committee in the
two cases mentioned, except to say that this does have
an effect on the willingness of individuals to save into
pension schemes. Although people might not know the
detail of this behaviour and the losses it has caused to
retirement income, some out there in the ether will use
the lack of effective protection that has resulted from
the failure both of regulation and in pursuing effectively
those who engage in this kind of larceny. Individuals
who may otherwise be pension savers choose not to save
into a pension and regard it as a bit of a mug’s game
because their money is not properly protected. They
know that there are scams and that a range of people
out there—from the great killer sharks who loot pension
schemes, to those who do dodgy things at the margins—are
causing people who were saving into pension schemes,
in good faith, to lose benefits in retirement.

How will the Minister drive the Pensions Regulator
to be far more proactive and effective? Later, we will
come to the Bill’s measures on scamming and the even
worse end of bad behaviour, but that is for a future part
of the Bill. I hope the Minister can reassure us that he
will insist that the regulator transforms its passive attitude
into a much more aggressive one that not only actively
deters but drives this appalling behaviour out of the
whole of the pension scene.

Guy Opperman: I utterly endorse the speech of the
right hon. Member for East Ham. I did not disagree
with a single word of it. I could wax lyrical about why
the Government, with the support of the Work and
Pensions Committee and the special joint inquiry it set
up with the Business, Innovation and Skills Committee
to address BHS, have introduced this overdue legislation,
which is linked to a much-enhanced regulator with a
strong direction from Select Committees and the
Government that there should be a much more robust
approach. The new chief executive of the Pensions
Regulator was appointed by the Secretary of State and
me with a specific exhortation that they take a different
approach.

The actions of Philip Green at BHS and the Carillion
case, with which the right hon. Gentleman is extraordinarily
familiar, scarred all Members of Parliament. No matter
what our political party, we have all seen the impact that
those cases have had on individual members of our
communities. I take the point that the hon. Member for
Wallasey made: these scandals involving organisations
and companies that have not been sufficiently regulated,
and for which the regulator has not, to be blunt, had the
power, to intervene and take a different approach, have
affected people’s perceptions of the sanctity and safety
of their pension.

We have gone to great effort to ensure, on a cross-party
basis and taking on board the various Select Committee
recommendations, that we give the regulator enhanced
powers. We will come to the significant reality of the
criminal sanctions that clause 107 outlines. Without a
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shadow of a doubt, we are in the business of ensuring
that callous crooks who put a pension scheme at risk
are not able to function as they did in the past. I most
definitely endorse every comment that was made.

Question put and agreed to.

Clause 103 accordingly ordered to stand part of the
Bill.

Clauses 104 to 106 ordered to stand part of the Bill.

Clause 107

SANCTIONS FOR AVOIDANCE OF EMPLOYER DEBT ETC

Neil Gray: I beg to move amendment 19, in clause 107,
page 90, leave out lines 5 and 6 and insert—

“(c) The person neglected to act in accordance with their
duties and responsibilities.”

This amendment and amendment 20 are intended to avoid the risk that
routine behaviour by parties involved with pension schemes and others
would be judged criminal, and thereby to protect professional advisers
from criminal liability for carrying out their role.

The Chair: With this it will be convenient to discuss
the following:

Amendment 20, in clause 107, page 91, leave out
lines 3 and 4 and insert—

“(c) The person neglected to act in accordance with their
duties and responsibilities.”

This amendment and amendment 19 are intended to avoid the risk that
routine behaviour by parties involved with pension schemes and others
would be judged criminal, and thereby to protect professional advisers
from criminal liability for carrying out their role.

Clause stand part.

Clauses 108 to 116 stand part.

That schedule 7 be the Seventh schedule to the Bill.

Clause 117 stand part.

That schedule 8 be the Eighth schedule to the Bill.

Neil Gray: Amendments 19 and 20 are in my name
and that of my hon. Friend the Member for Gordon,
and for the reasons that other members of the Committee
have outlined we support part 3 of the Bill. We are also
incredibly supportive of the principles of clause 107,
which introduces new criminal offences aimed at deterring
occupational pension schemes, sponsoring employers
or scheme trustees from engaging in wrongdoing in
relation to their pension scheme. We would not table the
amendments if we were not concerned, and if serious
concerns had not been raised about the clause.

We think the clause will act as a strong deterrent
against those who would wilfully run a scheme down, as
we have seen happen in the not too distant past, and as
was outlined earlier by the Chair of the Work and
Pensions Committee, the right hon. Member for East
Ham. However, the new criminal powers are wide-ranging
and have the potential—I am sure it is unintentional—to
criminalise routine behaviour by parties involved with
pension schemes and those who are not directly involved
at all, such as lenders and those doing business with a
pension scheme’s employers. That could have damaging
knock-on effects for the viability of the pension scheme,
if those who dealt with it, or employers, deemed that
that legal risk was intolerable.

We have been working with the Institute and Faculty
of Actuaries, which the Minister previously quoted in
his favour in relation to part 3 of the Bill, as it has serious
misgivings about the impact that the clause could have.
It suggests that a wide range of conduct has the potential
to have a detrimental effect on the likelihood of scheme
benefits being met, in which case schemes might fall
foul of the proposed current wording of clause 107.

The Institute and Faculty of Actuaries says, for example,
that such conduct might include a Government entity
terminating an outsourcing contract, where the contractor
has a pension scheme; an employer giving employees a
pay increase; a Government increasing corporation tax
or business rates; a landlord increasing rents, where the
tenant has a pension scheme; trustees or a scheme actuary
granting an augmentation or increase to members without
additional employer contributions; or a bank refusing
to lend to an employer. That view is also supported by
the Pensions and Lifetime Savings Association.

Our amendments would protect professional advisers
from criminal liability for carrying out their role. That
could be achieved in the Bill if the duties and responsibilities
of an individual were considered when determining
whether a person intended to commit an offence. The
amendments would clarify matters in adding the question
of negligence, which we feel is the intention behind the
clause, but which is not explicit. They would also make
it clear that a person’s role and responsibility should be
considered.

The intended effect is not to change the policy aims
of the legislation—far from it—but to clarify the extent
of the powers and, in doing so, protect professional
advisers from criminal liability for legitimately carrying
out their roles. We therefore hope that the Government
will accept the amendments.

Stephen Timms: I have listened with great interest to
the case that the hon. Member for Airdrie and Shotts has
been making. I have also been contacted by a reputable
industry body, the Pensions Management Institute, as
well as the Institute and Faculty of Actuaries, which has
been mentioned. They expressed alarm about the
consequences of clause 107, which the hon. Gentleman
has raised concerns about.

I have seen, for example, letters to the Minister from
the Joint Industry Forum, which is a genuinely cross-
industry group. One is dated 11 December last year, and
the other is dated 9 September this year. They suggest
possible changes and discussions with officials about
how the difficulties could be overcome. I hope the
Minister will tell us what discussions there have been
since those letters, to try to resolve the problem, and
what his conclusion was.

11.15 am

It is worth quoting from the Joint Industry Forum’s
second letter, which was sent in September:

“Third parties such as banks, trade counterparties and landlords
could find themselves guilty of a criminal offence in relation to a
pension scheme for which they previously had no responsibility.
So could government bodies that deal with the private sector,
pension trustees, trade unions, investment counterparties, or anyone
who deals with the employer in any capacity whatever. We note
that the third party need not be dealing with the pension scheme—any
business dealing with the employer could be sufficient”

to be brought within the scope of the clause.

27 28HOUSE OF COMMONSPublic Bill Committee Pension Schemes Bill [Lords]



The letter continues:

“We appreciate the underlying policy is to create a criminal
offence for the most serious conduct that harms pension schemes.
However, the legislation has set the test at a much lower level—any
conduct that causes a ‘material detriment’ to the likelihood of
scheme benefits being met could be a criminal offence. All sorts of
routine business activities could cause such a ‘material detriment’.
Many of those activities would not normally be thought wrong,
let alone criminal. Any business contract that an employer signs is
likely to involve liability that could compete with the pension
scheme. Unless the contract is immaterial, it could be a criminal
offence.”

That certainly sounds to me like a serious problem,
albeit clearly an unintended one, and I am surprised, given
that the first of those letters was sent almost a year
ago, that it does not appear as yet to have been resolved.
The amendments tabled by the hon. Member for
Airdrie and Shotts would certainly deal with the problem.
I hope the Minister will be able to give us a persuasive
explanation for how he plans to overcome what appears
to be a clear and serious problem on the face of the Bill
as it stands.

Guy Opperman: I would like to provide some reassurance
on that particular point. I am acutely aware of it and
have engaged at length with many different organisations.
It is certainly not the intention to frustrate legitimate
business activities where they are conducted in good
faith. It is important, however, that where the elements
of offences are met, no matter who has committed it,
the Pensions Regulator should be able to respond
appropriately. Any restriction of the persons would
create a loophole for these people to potentially act in
such a way.

The new criminal offences proposed in the Bill make
it clear that an offence is committed only if the person
did not have a reasonable excuse for doing the act or
engaging in the course of conduct. Crucially, what is
reasonable will depend, obviously, on the particular
circumstances of the act, but the burden will be on the
regulator to prove that the excuse was not reasonable.
The regulator will be publishing specific guidance on
these powers after consulting industry, but ultimately it
is for the courts to decide that an offence has taken
place, and, if so, the appropriate punishment.

The amendments also seek to remove the reasonable
excuse defence—as set out in sections 58A and 58B—
and replace it with a narrower concept of negligence.
The existing defence of reasonable excuse is wider in
definition than that proposed by the amendments.
Therefore, the current defence provides more protection
and a greater safeguard to potential targets. What is
considered negligent is, in fact, specific and relies on
case law—the law of tort, as I am sure the hon. Member
for Airdrie and Shotts is aware—therefore introducing
the concept of negligence would not help individuals to
determine if what they were doing would be deemed
negligent.

Stephen Timms: I have a real worry about this. Is the
Minster saying that, for example, if a trade union
successfully called for a higher pay rise than was initially
offered, the company subsequently failed and there was
a problem with the pension scheme, that the trade
union would have to say that it had a reasonable excuse
for pressing its pay demand? That seems a strange
arrangement for us to be entering into.

Guy Opperman: It is for the regulator to show that
that was not a reasonable approach. The burden is on
the regulator to bring the offence and to prove it. I will
choose my words carefully because this is subject to
further regulation and consultation by the regulator,
but it is certainly not the case that this is to catch
everybody in how they conduct their normal business.
However, there has to be a capability to identify and
then prosecute and bring action against all persons, if
they are found to have committed an offence without
reasonable excuse. The ask is to narrow down the scope
of the offence. We have just had a debate about
circumstances where people have potentially committed
things in the past.

Neil Gray: I understand the Minister’s riposte, but
there are two points here. First, the amendment covers
reasonable excuse by allowing consideration to be given
to the person’s role in the trust. For instance, in a trade
union, to take the argument of the Chair of the Select
Committee, consideration would be given to the person’s
role.

Secondly, the Minister is asking us to wait until the
Pensions Regulator has consulted and says how it thinks
it should deal with the matter, but by that point it will
be too late to ensure that we have got this measure
right. I hope that the Minister looks again at this point
and provides better comfort to the likes of the Institute
and Faculty of Actuaries, which has a very broad base
of professional expertise, and which suggested the
amendments. I hope for a more favourable response
from the Minister.

Guy Opperman: I am happy to write to the hon.
Gentleman and set out the position in more detail. I
come back to the simple point. If a trade union has a
reasonable excuse for asking for a pay rise for its members,
given their circumstances in an organisation, there is no
reason why it should have any concern whatsoever. The
starting point is whether someone has a reasonable
excuse to progress a particular thing. If it is clearly part
of normal business activities, I would not anticipate a
problem.

Stephen Timms: I wonder whether the Minister would
agree that it does seem very odd that a trade union
making a legitimate pay claim might have to worry
about whether it is committing a criminal offence because
of some future damage to the pension scheme. I am
very surprised that the Minister is putting in place
measures that would have that effect.

Guy Opperman: This is in the context of the offence
of avoidance of employer debt. We start with the very
eloquent exposition that the hon. Member for Airdrie
and Shotts gave on where employer debt arises and
contributions are not made to pension schemes. One
has to then look at the individuals and their approach. I
do not believe that including a reasonable excuse defence
will in any way hold back normal, traditional business
activity. I can give that reassurance: traditional business
activity would clearly include union work. This is clearly
an issue that the regulator is very conscious of. On the
one hand, we want a more robust approach. On the
other hand, we want to ensure that normal business
activity goes ahead. I believe that this is the appropriate
way forward.
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Neil Gray: I cannot say that I am wholly satisfied
with the Minister’s explanation. The two amendments
would narrow and focus the intention of the clause and
ensure that protection is given to people who are legitimately
carrying out their duties to the pension scheme and who
have related business or commercial interests, and, indeed,
Government bodies that interact with employers or a
scheme. I therefore intend to divide the Committee.

Question put, That the amendment be made.

The Committee divided: Ayes 2, Noes 10.

Division No. 1]

AYES

Gray, Neil Thomson, Richard

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Bell, Aaron

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

11.25 am

The Chair adjourned the Committee without Question
put (Standing Order No. 88).

Adjourned till this day at Two o’clock.
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Public Bill Committee

Tuesday 3 November 2020

(Afternoon)

[MR LAURENCE ROBERTSON in the Chair]

Pension Schemes Bill [Lords]

Clause 107

SANCTIONS FOR AVOIDANCE OF EMPLOYER DEBT ETC

2 pm

The Chair: Before we resume our scrutiny, I remind
Members to maintain social distancing. Hansard colleagues
would be grateful if Members could email their speaking
notes to hansardnotes@parliament.uk.

I understand that there was some uncertainty about
the effect of the grouping of amendments with clauses
107 to 117 stand part. I have therefore decided to
exercise the Chair’s right to amend groupings, and I am
grateful to the Minister for his flexibility. Once we have
disposed of amendment 20, I will allow a debate on
clause 107 stand part, with which it will be convenient
to debate clauses 108 to 116, schedule 7, clause 117 and
schedule 8. Mr Gray, do you wish to move amendment 20?

Neil Gray (Airdrie and Shotts) (SNP): No, Mr Robertson.

The Chair: The amendment is not moved.

Question proposed, That the clause stand part of the
Bill.

The Chair: With this it will be convenient to discuss
the following:

Clauses 108 to 116 stand part.

That schedule 7 be the Seventh schedule to the Bill.

Clause 117 stand part.

That schedule 8 be the Eighth schedule to the Bill.

Seema Malhotra (Feltham and Heston) (Lab/Co-op):
I am grateful to be able to make some comments about
clause 107. This morning’s debate gave us the opportunity
to put on the record some of our thoughts and to
acknowledge our support for part 3 of the Bill. There
has been some debate, and I seek some further assurances
from the Minister.

On the role of the Pensions Regulator, we support
strengthening the existing sanctions regime with the
introduction of new criminal offences and higher penalties
for wrongdoing. The pensions landscape has been troubled
in recent years by scandals, including the BHS and
Carillion scandals, which have had catastrophic
consequences for the scheme members involved. My
right hon. Friend the Member for East Ham and my
hon. Friend the Member for Wallasey also made that
point. The Minister made the important remark that
callous crooks who put at risk other people’s pensions
cannot be allowed to get away with it.

It is right that those who intentionally or knowingly
mishandle pension schemes or endanger workers’pensions
face severe penalties, which is why we wholeheartedly
support the relevant provisions in the Bill. The only
note of concern is the scope of the provisions, and I
refer to the very helpful and instructive debates in the
other place on that issue. We are firm in the view that
the offence must apply to unscrupulous employers or
directors of companies, but there is fear that it is so
wide in scope that pretty much anyone involved in the
management of a pension scheme could be exposed to
sanctions, including third parties such as advisers, banks
and even trade unions. Colleagues from the SNP have
made some of those points effectively.

Government representatives have assured us that the
courts will have the necessary discretion to ensure that
only those who have genuinely been involved in wrongdoing
will be caught by the new offences, but I note that
pensions lawyers have realised similar concerns to those
that we are raising today. It would be helpful to have
further confirmation, following the Minister’s comments
this morning, of whether there are further plans to
review whether the offences work as intended or whether
there are any other unforeseen consequences.

The Parliamentary Under-Secretary of State for Work
and Pensions (Guy Opperman): Welcome to the Committee,
Mr Robertson. We hope that we will be well behaved
under your chairmanship.

I take the hon. Lady’s points on board, and I will
repeat, as if I said them all, the comments that I made in
respect of amendment 20. I stress that subsection (2)(c)
sets out a complete defence to any particular assertion
of wrongdoing, namely the

“reasonable excuse for doing the act or engaging in the course of
conduct”.

The hon. Lady talks about the future. The regulator,
who has rightly been much talked about today, is very
mindful of the debates in Parliament and of what is said
in this place and the other place. I have discussed the
ongoing regulation, and the fact that we are going to
have to introduce further regulation on these particular
clauses and set out the guidance in more detail. I hope
that will reassure her that the comments have been
taken onboard and that we are not using a sledgehammer
to crack a nut.

We all accept that there are grave and serious incidents,
such as those that happened with BHS, Carillion and
others, but we also want to ensure that the pensions
system functions in a fair way. The hon. Lady will also
be aware that, as always, all powers are kept under
review. It is certainly my hope that we will introduce
another pensions Bill before too long. As with any
matter, were there to be any disagreement about the
implementation, we can always revisit that.

Neil Gray: Obviously we have missed out on the
amendments tabled alongside the Institute and Faculty
of Actuaries. Between now and Report, will the Minister
commit to discussing with some of those stakeholders,
such as the IFoA, and with us, to lay out how he can
allay the fears of stakeholders, if he cannot allay ours?

Guy Opperman: As always, I am delighted to discuss
with anybody. There is no doubt that we have done
huge amounts of discussion and engagement already.
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My approach would normally be to set out in writing,
as a preliminary, what I feel the position is and how we
can provide the assurances, and discuss them off the back
of that. At any stage, any parliamentarian is perfectly
entitled to engage with the regulator and discuss their
concerns, because it will be for the regulator to issue the
guidance following Parliament passing the Act. I am
sure that we can address the point being made.

Question put and agreed to.

Clause 107 accordingly ordered to stand part of the
Bill.

Clauses 108 to 116 agreed to.

Schedule 7 agreed to.

Clause 117 ordered to stand part of the Bill.

Schedule 8 agreed to.

Clause 118

QUALIFYING PENSIONS DASHBOARD SERVICE

Guy Opperman: I beg to move amendment 7, in
clause 118, page 104, leave out lines 20 to 22.
This amendment would remove a subsection which requires regulations
under inserted section 238A of the Pensions Act 2004 to include a
requirement excluding facilities for engaging in financial transaction
activities from a qualifying pensions dashboard service.

Mr Robertson, may I address Opposition amendments 1,
2, 15, 14, 4 and 5 at the same time, on the strict
understanding that, of course, individual votes will
occur as and when needed?

The Chair: Is that agreed? Yes. Therefore, with this it
will be convenient to discuss the following:

Amendment 1, in clause 118, page 104, line 41, at end
insert—

“(5A) In subsection (5)(b), the “state pension information” to
be prescribed must include—

(a) a forecast of the individual’s future state pension
entitlement,

(b) information relating to the individual’s forecasted total
income through the State Pension in the ten years
following their 60th birthday,

(c) information relating to the individual’s estimated total
income through the State Pension in the ten years
following their 60th birthday, had the pensionable age
for men and women not been amended under the
Pensions Act 2011,

(d) a statement of the difference between the forecasts in
(5A)(b) and (5A)(c).”

This amendment seeks to require the provision through the pensions
dashboard service of information relating to the effect on the state pension
income expected by those affected by changes to the timetable for
equalisation of the state pension age made by the Pensions Act 2011.

Amendment 2, in clause 118, page 104, line 41, at end
insert—

“(5A) In subsection (5)(b), the “state pension information” to
be prescribed must include——

(a) a forecast of the individual’s future state pension
entitlement,

(b) an estimate of what the individual’s future state pension
entitlement would have been if the “triple lock” had
not been implemented in 2011/2012 and that entitlement
had instead increased in line with the minimum amount
which could have been provided for each year in draft
orders laid before Parliament under section 150A of
the Social Security Administration Act 1992,

(c) a statement of the difference between the forecasts in
(5A)(a) and (5A)(b).

(5B) In subsection (5A), “triple lock” means the policy of
uprating the basic State Pension, the additional State Pension
and the new State Pension by the highest of—

(a) the increase in average earnings,

(b) the Consumer Prices Index (CPI), or

(c) 2.5%.”

This amendment seeks to require the provision through the pensions
dashboard service of information relating to the effect of the “triple
lock” on state pension forecasts.

Amendment 15, in clause 118, page 104, line 41, at
end insert—

“(5A) In subsection (5)(b), the “state pension information” to
be prescribed must include the individual’s State Pension age and
any changes to State Pension age affecting that person made
under the Pension Act 1995 or any subsequent legislation.”

This amendment would ensure that an individual’s State Pension age
(and any recent changes to that age) are clearly displayed on the
dashboard.

Amendment 14, in clause 118, page 104, line 41, at end
insert—

“(5A) Requirements prescribed under subsection (2) must
include a requirement to provide information relating to the
performance of pension schemes against environmental, social
and corporate governance targets.”

This amendment would add information on environmental, social and
corporate governance targets to the list of information displayed on the
dashboard.

Amendment 4, in clause 118, page 105, line 20, at end
insert—

“(6A) A requirement under subsection (6)(d) may require the
provider of a pensions dashboard service to ensure that the needs
of people in vulnerable circumstances, including but not
exclusively—

(a) persons who suffer long-term sickness or disability,

(b) carers,

(c) persons on low incomes, and

(d) recipients of benefits,

are met and that resources are allocated in such a way as to
allow specially trained advisers and guidance to be made
available to them.”

This amendment would require that specially trained advisers and
guidance are made available to people in vulnerable circumstances and
would provide an indicative list of what vulnerable circumstances should
include.

Amendment 5, in clause 118, page 105, line 20, at end
insert—

“(6A) A requirement under subsection (6)(d) may require the
provider of a pensions dashboard service to communicate to an
individual using the dashboard the difference between—

(a) provision of information,

(b) provision of guidance, and

(c) provision of advice.”

This amendment would require the provider of a pensions dashboard
service to ensure that users are made aware of the differences between
“information”, “guidance” and “advice”.

Guy Opperman: I am delighted to speak to clause 118,
which I accept is a matter for debate. It relates to the
pensions dashboard, which has been the product of a
huge amount of work thus far to get it to this stage. The
clause gives the Secretary of State legislative powers in
relation to England, Wales and Scotland to create a set
of requirements that pensions dashboard providers must
meet in order to be considered a qualifying pensions
dashboard service.

Only qualifying pensions dashboard services will be
allowed access the approved infrastructure, providing
pensions information to consumers. These requirements
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may include what information is provided and the
circumstances in which it must be provided. They may
also include requirements relating to data security, identity
verification and standards, ensuring that the information
shown to the individual is accurate, secure and consistent
across all dashboard providers. This information may
cover state, occupational and personal pensions. The
pensions dashboard will bring together an individual’s
savings from multiple pensions, including their state
pension, online and in one place. Clause 118 defines the
service itself and provides powers to set the standards
required of a qualifying dashboard service.

The provisions are complicated and extensive, but I
will try to explain how data flows will be dealt with,
because we have frequently been asked, particularly on
Second Reading, how data will move through the pensions
dashboard infrastructure and how an individual can
access that data. The first step will be an individual
logging on to their choice of dashboard. If that is the
first time they have used the dashboard, the next step
will be to verify their identity. Once their identity has
been verified, information will pass from the pension
finder service to connected pension schemes, asking
them to match the individual’s information. If the pension
scheme finds a match, it will confirm that to the pension
finder service and then respond to the individual via
their chosen dashboard that it holds some data for
them. When the individual next logs on to their dashboard,
the information from the pension scheme will be viewable
by the individual.

The best analogy for how that information becomes
viewable on a dashboard is probably the cashpoint idea.
Whatever cashpoint individuals use, they can view the
current balance of their account on the screen. However,
the operator of the cashpoint is not able to see that
information, as it is encrypted and only unlocked in
combination with one’s cash card and a personal
identification number. Dashboards will operate in a
similar way. The information will be shown on screen
but will not be viewable or collected by the organisation
delivering the dashboard. The decryption of the data
will happen only after an individual has logged in and
asked to have the data presented. I should note that an
individual can give delegated access to their information
to an independent financial adviser or under Money
and Pensions Service guidelines. This delegated access is
time-limited and can be revoked at any point.

That is a broad outline of the provisions and what we
are trying to do with the dashboard. Self-evidently, this
project has been many years in the making. It is supported
by industry and by consumer groups across the country.
It is also a logistical challenge on an epic level, with
nearly 40,000 schemes having to operate and provide
data in a suitable format so that it can all be accessed. It
is with regret that the Government are having to legislate
to force providers to provide the data. I would have
preferred the industry to have done this itself, but it is
unquestionably the case that we now have to compel it
to provide the data. It is quite clear that we also have to
regulate this process.

Progress of this particular part of the legislation
includes the amendment to clause 118, inserted by their
lordships, in respect of financial transactions. The
Government resist this amendment and will seek to

overturn it. There are many reasons why this is not an
appropriate way forward, but we strongly believe that
the fundamental reason is that prescribing and preventing
financial transactions both misunderstands what a
dashboard is intended to be and would place undue
restrictions on what it can do. While a dashboard will
initially provide a simple find-and-view service, we expect
dashboard functionality to evolve over time. We want
to allow for innovations that could give members more
control over their pension savings, which is why it is
vital that we do not, at this stage, limit the future
capabilities of the system. That applies to a number of
different amendments that we will deal with.

New regulations on activity will ensure that dashboard
providers will be subject to a robust regime, including
Financial Conduct Authority authorisation and supervision.
We want to make dashboards easily accessible for members
of different ages and with different priorities and preferences
for viewing their pension savings.

The practical reality is that if financial transactions
were prevented, the idea of consolidation, for example,
would be exceptionally hard to progress with. All aspects
of greater understanding of a larger or lower contribution,
and any aspect that required any financial aspect to it,
would be prevented. It is certainly not something that
we would support at this stage.

2.15 pm

In support of that, I pray in aid the comments of the
No. 1 consumer organisation, Which?, which submitted
a briefing on Second Reading that addressed the
Government’s amendment on this point and subsequent
Government amendments. It supported the Government’s
position, as opposed to the amendment put forward by
the House of Lords, stating: “From the most recent
amending stages in the House of Lords, amendments 52
and 63 are the most complex for us. Whilst we support
the sentiment of both amendments, we do not want to
see bad outcomes for consumers, which could happen if
they are exploited through commercial dashboards and/or
being able to transact with platforms. But we do not
agree that the introduction of commercial dashboards
should be delayed, or that the transactions should be
banned.”

It expands and goes on to say: “Which? agrees that
there is a need to protect consumers from the risk of
commercial dashboards and from bad outcomes from
transactions through the dashboard. However, this must
be done via the introduction of consumer protections
and regulatory oversight rather than a blanket ban. For
example, we believe that the pensions industry should
be required and enabled to take on greater responsibility
for vetting pension transfers and pension liberation
requests and alerting law enforcement and regulators.”

We will come to clause 125 and the provisions that we
are setting forward at a later stage.

Harriett Baldwin (West Worcestershire) (Con): The
Minster is making a powerful case for rejecting the
approach that was taken in the other place. Could he
elaborate on the costs of this platform, and who ultimately
will pay for building a pensions dashboard?

Guy Opperman: The costs are substantial. There are
a variety of ways in which this is being paid for, but first
and foremost, it will not be paid for by the individual.
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Our constituents will be able to access the dashboard,
and the facility that we are creating, for free. My hon.
Friend will have to forgive me for giving a generalised
answer, because I cannot give the pounds, shillings and
pence now, but I will be happy to do so in writing before
Report.

The cost is fundamentally met in respect of the work
on state pension; there was a budget announcement
many years ago for the expensive work that is required
by Her Majesty’s Revenue and Customs to provide the
state pension provision as part of the dashboard, as it is
our intention that state pensions will be part of this
from day one. I believe that £5 million was set aside to
pay for that part.

There is ongoing payment for the Money and Pensions
Service, which is through a variety of means. Some is
from Treasury funding, but it is paid for primarily
through the pension levy, which pays for a variety of
things in the usual way, from the regulator to the
Pension Protection Fund and the Money and Pensions
Service. Ultimately, the cost is borne by individual
schemes and members, but not by the individual constituent
accessing the dashboard—it is not expected in any way
that there should be a cost for doing that.

It is clearly our intention and desire that a commercial
dashboard should be available. That leads me to a point
that I will come back to in more detail: do we go to
where the customer is, or do we make the customer
come to us? In this particular example, we strongly
believe that we should go to where the customer is.

It is entirely right that we design a system with a data
portal that could in no way be utilised for bad purposes,
but that could be accessed by an individual, whether
they are presently with Aviva, PensionBee or another
organisation. They can then work with a particular
independent financial advisor—whether my hon. Friend
the Member for Delyn in a former life or other independent
financial advisors—who would have to be specifically
approved to do this work. They already have a relationship
with those people and they are already in the position of
having an understanding. If we do not have that commercial
capability, we will lose out on a significant chunk of the
market and there will be a significant deficit in the
ability of what we all believe is a great idea to have a
practical effect. That is the fundamental point in respect
of costs. I am happy to give my hon. Friend the Member
for West Worcestershire a detailed breakdown before
Report and Third Reading.

I may return to Government amendment 7 but I shall
first try to address amendments 1, 2 and 15 on the state
pension. I am certain that I will be invited to comment
on a variety of matters relating to the women’s state
pension increase, but my only comment at the outset is
that it is not the Government’s intention to amend the
Pensions Acts of 1995, 2007, 2008 or 2011. We intend
that the state pension will be part of the original provision
of the dashboard. We are working with HMRC, which
is responsible for that information, so that we can
identify the date of state pension age and the amount
that people might be expected to receive at the present
stage. We do not intend to take into account what their
entitlement would have been with or without the
amendments to the 2011Act, as proposed in amendment 1,
or what it would have been with or without the benefit
of the triple lock, as proposed in amendment 2, or in
respect of the 1995 Act, as proposed in amendment 15.

I am sure that I will be tempted to cast a view on the
future of the triple lock, but I am delighted to say that
that is a matter for the Chancellor. As we discussed in
the Social Security (Up-rating of Benefits) Bill, the
decision has been made in respect of the upcoming year
of 2021-22, and that is the extent of the matter at
present.

Amendment 14 concerns the extent to which the
dashboard should add information on environmental,
social and corporate governance matters. I am delighted
to have been the Minister who brought ESG into part
of this country’s pensions system and drove forward
change in the pension and asset management systems,
with due credit to Chris Woolard and the Financial
Conduct Authority for changing their original views
and coming on board with our timetable. I am utterly in
support of the principle of ESG and of ensuring that
individuals have as much information, on a long-term
basis, about what their pension fund is being invested
in. However, I shall resist the amendment for several
reasons.

First, we intend that the dashboard should start with
simple information. We want to ensure that the information
available in the dashboard service is easily understood
by consumers and that the impact on user behaviour is
considered. Trustees must have a policy on ESG and
must disclose it in any event, but we do not think that
the provision of that information should be prescribed
in the Bill, and nor do I want to prejudice the pensions
dashboard programme consultation, which began earlier
this year, about what information could be shown. The
consultation specifically includes signposting users
to schemes’ statements of investment principles and
implementation documentation, including information
on schemes’ ESG policies and work. The programme
will publish an initial version of a proposal for data
standards by the end of the year, and we will respond in
respect of what specific information will flow from that
at a later stage.

Amendments 4 and 5 in the name of the hon. Member
for Airdrie and Shotts deal with people in vulnerable
circumstances. Although I applaud the principles behind
them, the matter is slightly more complicated than the
amendments necessarily make it appear. I am happy to
explain in more detail at a later stage, but it starts with
the fundamental principle that the Money and Pensions
Service, which oversees the dashboard programme, has
a statutory objective to ensure that information and
guidance is available to those most in need of it, bearing
in mind in particular the needs of people in vulnerable
circumstances. It must have regard to that in the
development of pensions dashboards.

The pensions dashboard programme usability working
group—a catchy title, I accept—will explore how best to
help users to understand the information being presented
to them and where they can get more help, including
those who are most vulnerable. That could include
making recommendations about mandatory signposting
to guidance and/or advice. Money and Pensions Service
guiders are trained to recognise that some customers
may need additional or different types of help.

The Financial Conduct Authority will seek to introduce
a new regulated activity and amend the Financial Services
and Markets Act 2000 (Regulated Activities) Order 2001,
consulting on rules relating to that activity. That may
also include a requirement to signpost users to guidance
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and to provide information about how to find regulated
financial advice. We believe that the best way to do that
is through the FCA rules and not in the Bill.

I will make two other points on the vulnerability
issue. The Department for Work and Pensions, the FCA
and the Money and Pensions Service all have a duty to
comply with the public sector equality duty in section 149
of the Equality Act 2010. Although dashboard providers
will be regulated, there has also been a recent consultation
on guidance on the fair treatment of vulnerable consumers,
and that will be responded to in guidance published by
the FCA either later this year or in early 2021.

My final comment on the proposals on vulnerable
individuals would be on the potential difficulty where,
as I explained a dashboard is merely a find-and-view
service. Were the amendments taken to their ultimate
conclusion, they would require a pension scheme to
make further inquiry of the individual themselves before
the release of the information. I fear that the practical
reality of that in a find-and-view service of this nature
is neither appropriate nor in the best interests of all
parties. I entirely accept the principle behind the
amendments, but I believe that we may be able to
navigate the problem in an alternative way.

Seema Malhotra: I am grateful to have the opportunity
to respond to the Minister, and I thank him for those
detailed remarks. I wish to speak against amendment 7,
and I will lay out my arguments, and to speak to our
amendments 15 and 14 and the reasons why we tabled
them. I do not intend to push them to a vote, but we will
listen to what the Minister has to say.

It is disappointing to see the Government row back
on the positive progress on commercial transactions
that was made in the Lords. A serious concern of ours,
which was raised in the other place, is that the introduction
of commercial dashboards paired with the ability to
engage in commercial transaction activities would make
it easier for savers to be encouraged into detrimental
pensions decisions and inappropriate products.

2.30 pm

The Minister will not need persuading of the risks
that savers currently face. Scammers prey on the uncertainty
and fear now felt by many about the potential impact of
coronavirus on their pension pots and about the challenges
that children and grandchildren may face. As Baroness
Drake pointed out in the Lords,

“The impact of scams, mis-selling, provider nudging and poor
decision-making could increase if an individual’s total savings are
displayed in one place, the dashboard allows financial transactions,
and the wrap of consumer protection is not fit for purpose. For
some vulnerable customers, poor decisions could be more costly if
the impact is across all their savings, and if people are scammed,
they could be scammed out of everything.”—[Official Report,
House of Lords, 30 June 2020; Vol. 804, c. 647.]

Previous pension scandals, such as the mis-selling of
pensions in the 1980s and the defined-benefit transfers
after 2015, show the dangers of opening up the market
before appropriate safeguards are in place. The Treasury’s
July 2014 consultation on pension freedoms expected
only a small number of additional requests for DB transfers.
The Treasury predicted that the reforms would stimulate
innovation and competition, but we also saw innovation
from scammers. In 2018, the Work and Pensions Committee

detailed the activity of vultures who attracted British
Steel workers to transfer their pensions by providing
sausage and chips lunches. In February 2020, almost six
years after the reforms, the FCA said that product sales
data indicated that

“a substantial volume of assets continues to move from DB schemes
into the non-workplace market.”

It also said that

“Unsuitable DB-DC transfers remain a significant source of
harm”,

and

“could, collectively, result in losses of up to £20 billion worth of
guarantees over 5 years.”

Going back 34 years to the Social Security Act 1986,
the Secretary of State for Social Services said that
changes to rules for personal pensions

“will not only give the public a wider choice and a greater say in
how their savings are invested; it will also increase competition
between providers of pensions, to the benefit of the consumer.”—
[Official Report, 26 January 1986; Vol. 90, c. 820.]

The result of those changes was an £11.8 billion pensions
mis-selling scandal.

Labour’s view is simply that this move is too great a
risk. The Government should take a greater role in
protecting individuals from potentially catastrophic
decisions that cannot be reversed, and should provide
further clarity on that point. We want clarification on
whether the Government intend ever to allow transactions
on the dashboards—the Minster’s remarks on that point
were not completely clear. If they do, what protections
are planned for consumers to avoid risks of the kind
that I have set out; and if they do not, why do the
Government want to remove new section 238A(3) of
the Pensions Act 2004, inserted by clause 118(2), which
makes that position clear in the Bill?

Amendment 15 is about the state pension age. The
Minister mentioned that he would expect the state
pension age and the details of the state pension to be on
the dashboard. Our amendment seeks to include the
state pension age and any changes made to the state
pension age under the Pensions Act 1995 or any subsequent
legislation that affect the person. The Minister ruled
that out in his earlier comments, but I want to put some
of our points on the record, as we may indeed come
back to this.

Amendment 15 is intended to help people to access
and understand information relating to their state pension
age, and is motivated by concern about the way that
women have been affected by state pension age changes
and the way they have been treated by the Government.
Recent research by Labour found that almost 15,000
women over the age of 65 are claiming universal credit.
That number may well be higher now, because of the
coronavirus crisis. Labour believes that the Government
should consider immediate action to support that group.
We have made a number of asks of the Government to
prevent people falling through these gaps during this
crisis, but it is unacceptable that the ’50s women have
been forgotten by the Conservative Government both
within the crisis and out. Under a Labour Government,
that would never be allowed to happen.

The amendment is aimed at helping people to access
clear information about their state pension age. Many
women will be shocked to find out that they will retire
later than they had expected to, often destroying plans
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that they had and causing considerable injustice and
hardship. I am sure the Minister has been approached
by women affected, just as I and colleagues across the
House have been. Poor communication and administration
of the changes has made matters much worse. By providing
retirement age information in a clear fashion, the
amendment would give women and men the proper
time to prepare for retirement, give them transparency
as to their own finances, and allow them to get help
when they need it in a clearer way.

Amendment 14 deals with ESG information. I thank
the Minister for his remarks; I know of his commitment
to this agenda and the work that he has done. The
amendment follows on from the fantastic progress made
in the Lords on the role of pensions investments in
tackling climate change. Indeed, when the Bill was first
published by the Government, it included no reference
to climate change. Working across parties, Labour was
able to secure a Government consultation on how
recommendations from the Taskforce on Climate-related
Financial Disclosure relate to pension schemes, and for
it to be completed within one year.

Guy Opperman: I am certain that the hon. Lady does
not want to make an issue of this, but does she not
accept that it was the Conservative Government who
sat down over Christmas and amended the Bill specifically
to address TCFD recommendations and to include
climate change in the Bill? We added a new clause on
climate change. I totally accept that Labour colleagues
worked on a cross-party basis to do that, but it would
be wrong to say anything other than that the Government
started the process to ensure that climate change was in
the Bill and that the TCFD was part of it, and we are
doing a consultation on the implications of it. I am sure
she does not want to mislead the Committee on that.

Seema Malhotra: Indeed, I acknowledged in my opening
remarks the Minister’s commitment to this agenda. He
has also acknowledged Labour’s working with the
Government on this agenda, but also helping to secure
the amendments that have led to the new subsections in
the Bill. The amendments require trustees and managers
to take into account the Paris agreement and domestic
climate targets in the overall governance, and disclosure
of climate change risk and opportunities. It is a credit to
the way in which we have proceeded on this agenda that
for the first time climate change has featured in domestic
pensions legislation.

The amendment would build on the commitments by
providing information relating to the scheme’s performance
against environmental, social, and corporate governance
targets, adding to the list of information on the dashboard
and empowering individuals to better understand the
role their savings play in tackling climate change and
achieving other social and environmental goals. We are
aware that the Government intend to keep the dashboard
simple at first—indeed, the Minister commented on
that in his opening remarks—but we note that Baroness
Stedman-Scott said in the other place:

“We are very interested in how dashboards can support and
increase engagement, including whether information on areas
such as ESG, which trustees are required to cover as part of their
disclosure obligations, may be incorporated into the dashboards.
This is to be informed by user testing and may evolve over time.”—
[Official Report, House of Lords, 26 February 2020; Vol. 802,
c. GC163.]

I know that the Minister has had further conversations
on this issue. He also referred to the ongoing consultation
about what could be on the dashboard. However, I
hope that he will be able to confirm that that is something
he hopes to implement as the dashboard is developed
further.

Neil Gray: It is a pleasure to serve under your
chairmanship, Mr Robertson, during this important
part of the Committee’s deliberations. Like the shadow
Minister, Scottish National party Members are concerned
about Government amendment 7. We strongly support
the premise of a pensions dashboard and hope that
allowing people greater access to information about
their pensions will encourage informed choices that
ensure long-term savings and investments that provide
dignity in retirement. However, we are concerned that
the Government amendments to this section of the Bill
will mean that the creation of the MaPS dashboard
could be a missed opportunity.

Amendment 7 is a case in point. It would allow
commercial dashboards to facilitate financial transactions,
which we feel is a mistake and is a big reason why we
want a lead-in period before commercial dashboards
become operational. We feel that the impartial information
that we want the MaPS dashboard to provide should be
entirely separate from transactions, at least to begin
with. That position is supported by the Pensions and
Lifetime Savings Association, for all the reasons outlined
by the shadow Minister.

Providing digital platforms to bring together a person’s
savings landscape is a huge step forward, but exposing
that information to marketing and commercialisation
will remove the power of the saver to access information
that is presented impartially and without commercial
motive and hand it to organisations that will encourage
individuals to take big decisions about potentially their
largest financial asset. As the shadow Minister said, it
could also make people vulnerable to scammers.

The UK Government appear not to have learned
from the oft-worn problems associated with pension
freedoms. Customer satisfaction in Pension Wise is high,
and its evaluation score published last month makes for
good reading, yet only 14% of all pension pots accessed—
not people who access their pots, but pots accessed—were
accessed after receiving guidance from Pension Wise.
The House of Commons Library report earlier this
summer highlighted that, as a result of pension freedoms,
more people were choosing to shift their savings from
secure defined-benefit schemes to riskier defined-
contribution schemes, and a large proportion of those
drawing down their pension were doing so without
seeking advice or guidance. That is likely to be exacerbated
if commercial dashboards are allowed to contain financial
transactions. We think that is really risky. Allowing
financial transactions to take place on the dashboard
without having first assessed and accounted for the
risks is clearly a recipe for trouble, and I urge the
Government to reconsider.

We want the dashboard to provide as much information
as possible for savers, which is why we tabled amendments 1,
2, 4 and 5 and support amendments 14 and 15, tabled
by the Labour Front Benchers. These amendments seek
to add information relating to a person’s state pension
to the dashboard, ensuring that the impact of policy
changes can be tracked by savers. Amendment 1 would
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show the detriment suffered by 1950s-born women. The
Bill’s scope to provide more meaningful help and support
to women born in the 1950s, who have seen their state
pension age increase with little or, in some cases, no
notice, is extremely limited. We have been clear and
consistent in our support for women born in the 1950s.
We want the Government to carry out a full impact
assessment of the detriment suffered by them from
various changes, and to use that to inform payments to
be made to them. However, these amendments are as
far as the Bill’s scope allows us to go. They would give
these women more information about how the state
pension changes have affected them. They would also
act as a strong deterrent against this type of mishandled
policy change happening again.

Public dashboards should be as clever as possible, to
account for complexity in individual circumstances and
to more accurately project lifetime savings. That view is
shared by some of those who have provided evidence to
the Committee, including the Institute and Faculty of
Actuaries and the Pensions and Lifetime Savings
Association. Therefore, the SNP has tabled amendments
to mandate specific information on the dashboard.

2.45 pm

Amendment 2 would mandate information on the
effect of the triple lock on state pension forecasts. The
triple lock is a vital guarantee for our pensioners, and
the SNP wants a clear commitment from the UK
Government to its being maintained in the future. The
Minister’s response to the amendment will give a clear
indication of the UK Government’s policy agenda with
regard to the triple lock. I can understand the Minister
hesitating and not wanting to show where the women’s
state pension has suffered detriment and where it would
have been without the various changes—with varying
levels of notice, ranging from some to none—as that
would highlight the significant detriment that has been
incurred, but maintaining the triple lock has been an
undoubted positive, so I can only imagine that the
Government would not want this information to be
shown because they do not have a long-term commitment
to the triple lock.

Our amendments 4 and 5 seek to tie up some loose
ends left by pension freedoms and the creation of MaPS.
We need strong consumer protection to ensure that
people get the most out of their savings. The UK
Government failed to ensure that when they introduced
pension freedoms, but we hope that they have now
learned their lesson. The SNP has tabled amendment 4
to require that specially trained advisers and guidance
are made available to people in vulnerable circumstances,
including, but not limited to, persons who suffer long-term
sickness or disability, carers, persons on low incomes
and recipients of benefits. Those types of circumstances
can have a significant impact on people’s finances and
long-term savings plans. It is also the case that people in
difficult financial circumstances may be more likely to
utilise new pension freedoms, but at a cost to their
long-term pensions saving. It is clear that the UK
Government had not put in place for older people
opting to free up funds adequate safeguards to ensure
that they would not end up in a desperate financial
situation later. That was highlighted by the Library
report from the summer that I have talked about.

Those with less money are more vulnerable to economic
shocks in their personal finances, as well as being potentially
more vulnerable to scammers who give misleading or
false advice for a fee. Additionally, being a carer or
disabled can incur extra lifestyle costs. Specially trained
advisers and resources must make up part of the new
body, so that people can have confidence in its ability to
support those in vulnerable circumstances.

The SNP has tabled amendment 5 to ensure that
customers using the pensions dashboard are made aware
of the differences between “information”, “guidance”
and “advice”. Guidance, information and advice are
very different things. People expecting advice as to what
route to take may be disappointed to receive only various
pieces of information. Likewise, there may be issues
about exactly what the body is allowed to advise and to
what extent it is able to advise on options available. It is
a simple amendment, but we feel that it would be
extremely helpful in taking this issue forward.

I accept that there are some complexities, a number
of which the Minister outlined, in addressing vulnerable
customers under amendment 4, but I do not accept that
nothing further can be done here. I hope that the
Government, agreeing with the premise of our amendment,
might want to look again at whether something can
be done on Report. I am not clear on why the issue
addressed in amendment 5 should not be dealt with in
the Bill and why people cannot be signposted to information
regarding “advice”, “guidance” and “information” on
the dashboard. Why should we hope that people will be
able to find it elsewhere when we could use the opportunity
of the dashboard to provide that information up front?

We support amendment 14, which would provide
greater information to consumers regarding

“the performance of pension schemes against environmental,
social and corporate governance targets.”

That would build on the success of the Labour Lords in
leading the Government to amend the Bill in the House
of Lords with regard to other areas of environmental
and climate change reporting. We also support
amendment 15, which seeks to add to the dashboard a
person’s pension age and any related information regarding
recent changes.

Rob Roberts (Delyn) (Con): It is a pleasure to be able
to speak to clause 118 and discuss the related amendments.
I am delighted finally to be here. I am sure that my hon.
Friend the Minister will not thank me for pointing out
that it was the Budget speech in 2016 that said that we
would have a fully functioning dashboard by 2019. We
got there in the end, or we are getting there in the end. I
am delighted that we are making progress.

It is very important for everyone to remember—I
failed to do so and have caused a lot of hair pulling for
the Minister and his team over the last few weeks—that
the Bill seeks to lay out the foundation, the framework,
for the data standards that will be adopted and is not
necessarily about getting bogged down in the minutiae
of what the dashboard will look like in the end and the
final functionality of it. We live in an information age.
The watchwords of both the Pensions Regulator and
the Financial Conduct Authority for at least the last
decade have been all about informed decisions. Pensions
are a vital part of anyone’s life and they need to catch
up with the rest of the world. We risk non-engagement
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from this and future generations if we cannot give them
the information that they want in the manner in which
they want it.

Auto-enrolment has been an amazing thing and has
seen millions more people saving in pensions. We have a
complacency risk coming down the line; people think
that where we are with auto-enrolment is going to be
sufficient to get them the retirement they dream of. We
run the risk of that not necessarily always being the
case, but that is another story for another day.

Auto-enrolment has led to multiple pots over many
people’s working lives. How do we track those? How do
we service them? How do we maximise their value?
How difficult is it now for consumers to be able to look
at all of those different pots and understand how they
relate to each other and what that is going to mean for
them at the end of the day?

I was delighted that about six weeks ago the Minister
put in place a small pots working group, which will be
very useful in understanding where to go in relation to
small pots. There are currently 8 million or so in the
UK, with the expectation that by 2035 that will have
gone up to around 27 million. It is a huge issue that
needs addressing. The biggest problem with small pots
is their erosion over time due to the effect of charges.
We definitely need to address that issue in some way.

On the amendments, I start with Government
amendment 7. The ability to conduct transactions is not
inherently bad and there are already safeguards in
regulations. To rule out every type of transaction in
primary legislation feels heavy-handed.

In Committee in the Lords, Earl Howe said:

“It is of course very important that individuals access advice
and guidance before making decisions on undertaking significant
pensions transactions.”—[Official Report, House of Lords, 2 March
2020; Vol. 802, c. GC207.]

I completely agree with the noble Earl. The regulations
are in place around what is significant; it is the word
“significant” that is key. There is no need to rule out
everything in primary legislation. Why go to all the
trouble of informing people about what they have got,
if we do not give them any means of interacting with it?

Financial transactions could be to increase or decrease
a contribution level or make a one-off lump sum payment.
How empowering it would be for the consumer to be
able to do that and look, in real time, at the impact of
those changes on the end result. We must not restrict
the ability to make any transactions; regulations around
what transactions should be allowed are already there
and will undoubtedly be strengthened in further regulations
down the line.

Talk about people losing the safeguards around
DB schemes or being moved into DC are wildly off the
mark. That cannot be done now, so why on earth would
anyone be able to do it just because we change from
paper transactions to making transactions through the
dashboard? We do not allow it now; why would we
allow it in future? It is a ludicrous and scaremongering
suggestion, and I do not like it.

Amendments 1, 2 and 15 are not relevant. The dashboard
should show what people are going to get, not what
they would have got if the rules were different or they
had not changed or the Government had not changed
this or that policy. It is supposed to be an accurate
picture of what someone is actually going to get, at

that time. Seeing multiple sets of figures, only one of
which is correct and actually relevant to what they
are going to get, would just cause confusion for the
consumer.

Unfortunately, as many people have let out of the
bag, the amendment on the state pension age and the
WASPI women in particular was tabled specifically to
highlight a campaign issue and the unfairness of a
Government policy decision. It cannot be good law and
it will create a horrible precedent, however well-meaning
the amendment might be, to put such provisions in
primary legislation. I hesitate to say it, but it feels a little
like tabling amendments to incite dissatisfaction in previous
Government policy, but I am sure that hon. Members
would never seek to do that.

The Minister said in his opening remarks everything
that I had written down on amendments 4 and 5. I
found amendment 14 very interesting. People who are
concerned with environmental, social and corporate
governance targets will always seek them out, and always
have done. We do not need to force that information on
people who do not want it. Believe it or not, plenty of
people think that their pension is something to provide
them with an income in retirement, not necessarily a
tool to solve the ills of society.

There are consumers who want that level of detail,
and they will undoubtedly be able to select the dashboard
provider that meets their needs and gives them all the
information that they want, but there is no need to make
that happen in primary legislation because the market
will work itself out and the people who want that
information will be able to access it via other providers.

Seema Malhotra: I understand that the hon. Member
is concerned about the provision of information, but
can he see a downside to it being there?

Rob Roberts: No, but I also do not see a downside to
lots of other types of information being there, so why
this type and not others? The purpose of primary
legislation should not necessarily be to say all the things
that should be there. Lots of things potentially should
be there, but that does not mean that they have to be
there, and prescribing that they must be there does not
really fit in.

Seema Malhotra: I understand that, but the information
is designed to assist in decision making, and may be
helpful for those who are reviewing their pensions. In
the context of much change across society and concern
about such issues, does the hon. Member agree that that
information may be helpful to those who want to base
decisions on ESG information, and has no downside
for those who do not?

Rob Roberts: That may be, but as I mentioned earlier,
it muddies the waters. If people want to access that
information, there is a slew of providers out there. If
they want the one that provides the most ESG information,
they will gravitate towards it. We do not need to override
the general public’s ability to make an informed choice
by legislating to make it happen. As I mentioned earlier,
“informed choices” are the big words. The ability
to go that way should be entirely left in the hands of
the consumer.
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[Rob Roberts]

As I said, the Minister mentioned everything that I
wanted to on amendments 4 and 5, but I reiterate that I
am very happy to see the pensions dashboard finally
taking a few steps closer towards completion. Hopefully
the clause will stand part of the Bill.

Ms Angela Eagle (Wallasey) (Lab): It is a pleasure to
see you in the Chair this afternoon, Mr Robertson, after
the dynamic chairing from your colleague this morning;
we made a lot of progress. I will make some observations
about dashboards, and talk particularly about Government
amendment 7, which, as colleagues know, removes the
Drake amendment that was added in the other place.
However, I will first comment on how potentially beneficial
a good working pensions dashboard coming into existence
would be for many millions of pensioners looking to
plan for their retirement.

Many of us who have been involved in pensions
policy making—in Opposition, in Government or both—
know that the holy grails in this area are: first, to get
people to think about pension saving in the first place;
secondly, to get people, especially when they are younger,
to think that they may ever reach retirement age, and to
start planning for what their income might be when
they get there; and thirdly, having established from a
young age that interest in considering what their income
will be when they are older and in setting money aside
to ensure that they have a secure income, to ask them
to navigate the current pensions landscape in the UK,
which is asking an awful lot of most of our citizens,
because it is extremely complicated and changes over
time. We have the confluence of many different sorts of
pension availability, from the much more effective DB
schemes, which used to be more common but in which
10 million people still have savings, it has to be pointed
out, to the evolving and developing DC and individual
savings schemes.

3 pm

One feature of the entire pensions industry, apart from
its complexity, and in many ways its lack of transparency,
is that a lot of hidden charges eat away at people’s
pension entitlements when they finally retire. Of course,
once they get to retirement, by definition, their chances
of putting more money away to make sure that they have
a secure retirement have gone, so the aim of a pensions
dashboard is to somehow chart a way through the jungle
of different sorts of pension schemes, entitlements and
payments so that an interested individual—we already
know that there are not enough of those—has a sensible
chance of being able to look at something like this and
understanding the advantages that setting more money
aside from their current income might give them when
they come to retire.

That seems such a simple thing to want to achieve,
but because of the complexity and the nature of the
systems that we have and the way they are put together—the
kind of industry and suppliers we have—it is difficult. I
suspect that being able to deliver a pensions dashboard
that somehow fits across all these systems and is coherent,
even at a sensible level, will be a gigantic undertaking.
The Minister gave some hint of the massive paddling
that the duck is doing below the surface as it serenely
floats towards the launch of pensions dashboards. As
an ex-pensions Minister, I can only imagine the connections
he has been trying to make below that surface.

One of the most important things that we need to do
to ensure the successful launch of pensions dashboards
is to keep them as simple as possible in the initial stages,
and also to try to establish the brand of dashboard at
the beginning, so that consumers get used to the idea
that there is something out there that they can plug into
to get decent, reliable and timely explanations of what
they have put into the various systems and what that is
likely to give them when they retire. I find it difficult to
understand the Government’s hostility to Baroness Drake’s
modest amendment, which proposes that the Money
and Pensions Service dashboard—which is not commercial
and is objective—should be in place for a year before
other dashboards might follow. It establishes the idea
that the issue of timing should be taken into consideration
in the evolution of dashboards.

Obviously, Baroness Drake’s amendment would ban
the commercial transactions associated with some of
the commercial dashboards that we know will be offered
in due course. I understand the reasons she gave for
that. Making it easier to transfer money out of a
pension, at the click of a button, is probably not a good
idea given that, once the money has been transferred, it
is very difficult to get it back—and nor can those years
of contributions be put back in.

This is an area where pension freedoms, and some of
the problems that have come from them, have impinged
on the good intentions of the dashboard. The pensions
most at risk from pension freedom scams—we will get
on to this in later parts of the Bill—are defined-benefit
schemes, where much greater amounts of money are
there to be taken by the sharks. Over time, as the Minister
knows, people’s pots will build up, especially with the
creation of CDCs as well as DC schemes, and the nasty
sharks who are out to perpetrate grand larceny on
people’s pensions—I am talking about criminals rather
than the industry—will increasingly focus on them.
Although this might not be a huge issue at the moment—
opting in and the DC schemes created by auto-enrolment
are only just beginning to build up—it will, over time,
become increasingly attractive for con artists.

I believe that Baroness Drake’s amendment was a
good compromise. I understand the arguments about
putting it in primary legislation, because when things are
put in primary legislation, that tends to make it harder
for them to evolve. I accept that point. However, in his
reply to this debate on pensions dashboards, might the
Minister explain why he thinks that having the sudden
appearance of multiple commercial dashboards all at
once—before the concept has properly been bedded in
and people understand it—is actually a good thing?
Over many years, the industry has been made far too
complex by these kinds of things. Perhaps it would be a
good idea to sequence, far more than the Minister
suggested, the creation of the MaPS dashboard to
begin with, and then, over time, to allow other dashboards
to be created.

Could the Minister also say more about how he sees
the consumer protection regime, which is a very important
part of this, fitting in with the evolution and introduction
of pensions dashboards, especially if he continues to insist
on some commercial dashboards having a transactional
capacity? I can understand that we might want to think
about that in a few years’ time, when consumers are
more sophisticated, but I worry about introducing it all
at once. I am very interested to hear what the Minster
has to say in his reply.
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Guy Opperman: It has been a while since I have been
compared to a duck, but I know there was a compliment
buried in the comments about the depth of the swimming
I am doing to try to persuade the Committee. Let me be
blunt about the Herculean nature of the task: there are
40,000-plus schemes to be created, with a common dataset
to be agreed and then made capable, plus all of the
information from state pensions. While I revere everything
that the former Chancellor George Osborne did—clearly,
there were many great qualities that the great man had—
it was a little optimistic of him, by anybody’s interpretation,
to say in 2016 that this would be produced by 2019. He also
anticipated greater engagement by industry and that it
would lead the way. I do not wish to have a dig at industry,
but the only reason we are mandating this process is that,
while we always have to add regulatory guidance, the
industry did not take the opportunity it had to embrace it.

I repeat the point I have made on many occasions,
both in this House and outside it, to various industry
organisations: it is for the industry to prepare—this
relates to the point raised by my hon. Friend the Member
for West Worcestershire—its data appropriately, in such
a way that it is dashboard compliant on an ongoing
basis. I make the strong point that failure to do so will
have consequences for the individual organisations, and
will clearly have consequences for our constituents, who
would not be able to access that particular data.

My hon. Friend the Member for Delyn made a fair
point about the small pots problem, which the Chair of
the Work and Pensions Committee and I have discussed
in private and also debated in broad terms in public.
Both of us remain concerned that there is a proliferation
of pots, that costs and charges implications apply, as the
hon. Member for Wallasey outlined, and that solutions
need to be found. We are coming together—including
the Work and Pensions Committee—to try to find those
solutions. Clearly, one solution would involve consolidation,
whether on the basis of ability to take small pots that
have been eaten up by costs and charges, or on the basis
that one is absolutely passionate about a particular
ESG issue and wishes to consolidate around an ESG
provider. All of those things would be prevented if I
were to allow this amendment to continue. I have great
respect for the guru of all pensions matters, Baroness
Drake, who I have engaged with at length over the last
couple of years. However, I believe she is mistaken in
her approach to this, and I do not wish to rule out the
capability for financial transactions.

If I have not been clear previously, I make it clear
now—as the hon. Member for Wallasey invited me to
do—that the original product of the pensions dashboard
will be simple. It will be a simple find and view service
that will then be built on and overlaid as time goes on,
not least because not all particular providers will be on
board from the word go. I could wait and wait, and then
have a big bang moment whereby every single provider
was ready and everything was done. Alternatively, the
MaPS can start and other organisations slowly but
surely come on board and the process is rolled out as it
goes forward. I certainly do not believe that we should
rule out the issue of financial transaction.

Neil Gray: Will the Minister give way?

Guy Opperman: Let me finish the point and then I
will give way. On the specific amendment inserted by
their lordships, it is unclear what activities would be

considered financial transactions. The advice I have
been given is that the amendment is very widely drawn
and would require new primary legislation before such
activities could be commenced in the future. Obviously,
while pension Bills are like buses—we wait for ages for
one to come along and then do two in a month—I do
not anticipate one coming along in a great hurry, though
I hope there is another one before the close of this
Parliament. However, we definitely assume that this
would cover consolidation of pots, transfers between
providers, and potentially the raising or lowering of
one’s contributions to an individual pension. In those
circumstances, it would be utterly illogical, given all the
other comments that we are making about the desirability
of such an approach, to rule out financial transactions.

3.15 pm

Neil Gray: Even if I leave to one side what the
Minister says about the need for amendment 7, why is
he not dealing with this incrementally? Why take the
risk not just of allowing commercial dashboards to
happen straightaway but of allowing them to be
transactional straightaway? Why not build confidence
in the system among consumers with the MaPS dashboard,
allow a bit of a buffer before commercial dashboards
come onstream to ensure that consumers understand
what they are entering into, and then, when the regulator
and the Government can assess the risks of the transactional
ability of the commercial dashboards, come to a point
where that is allowed? Why all at the same time? It
seems far too risky to me.

Guy Opperman: That is an outstanding point, which
I am sure the hon. Gentleman will make in respect of
clauses 119 and 122 on delay to the onset of the
dashboard. Many of the points that the hon. Member
for Wallasey made relate to costs and charges, which we
will come to later, and to the one-year delay argument. I
do not believe that it is appropriate for something that is
allowable at present—any one of us could go to our
individual provider—

Neil Gray: The Minister must understand the greater
risk from digitisation when the full suite of people’s
financial savings—their biggest financial assets—are sat
there. For some people who are perhaps not as digitally
savvy as others, and who might be taken in by scams,
that is a huge risk. At the moment, the paper-based
system is rather different.

Guy Opperman: We will come to scams and the work
that the Work and Pensions Committee and the
Government are trying to do to enhance the protections
on an ongoing basis. It is clear that the Financial
Conduct Authority regards this as a regulated activity.
There will be an authorisation process for individual
providers that wish to be able to do it. It will not be
automatic by any stretch of the imagination. We are
very mindful of this, as are the pensions dashboard
working group, various other user groups and the consumer
protection organisations that are part of it—from Citizens
Advice, to Which? and others. They are utterly committed
to ensuring that this will be a safe process. Going
back to the fundamentals of the Lords amendment, I
do not believe that it is in the consumer’s interests to
rule out financial transactions. I certainly would not
support that.
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Gareth Davies (Grantham and Stamford) (Con): Does
the Minister agree that if we look around the world at
where commercial transactions have been incorporated
into dashboards—for example, in Israel and Denmark—we
see that there have been no cases of mis-selling, so any
risks spoken about in this debate are somewhat overblown,
given that there is no precedent?

Guy Opperman: I am grateful to my hon. Friend for
that point. That does not mean to say that we do not
have a regulatory system that ensures that there are
protections, but the nature of a dashboard and international
examples definitely suggest that this is an empowerment
and an assistance to individual consumers.

Seema Malhotra: Will the Minister give way?

Guy Opperman: I will press on, because I am going to
answer some of the points that the hon. Lady made. I
am mindful that we have spent some time on this
particular point and we have a lot to get through.

On matters related to the state pension and triple
lock, I leave the triple lock to the Chancellor with good
blessing and understanding. I will not get into a rehash
of many arguments over the state pension changes
made from 1995 and which continued over 13 years of
Labour Government. The policy was supported by certain
Labour Ministers, including in the DWP. Then, obviously,
there was a change of Government and the policy was
not necessarily supported. When the hon. Lady talks of
the way that people have been treated by the Government,
that means all Governments since 1995.

I have persistently defended the actions and the civil
servants of the DWP throughout the period between
1997 and 2010. Interestingly enough, so have the
courts, because we have recently had the Court of
Appeal decision in the BackTo60 claim, which found
comprehensively in favour of the Government—not
just this Government, but previous Governments—in
respect of all matters that apply, including notice.

Stephen Timms (East Ham) (Lab): It is worth putting
on the record that the worst problem was what happened
with the Pensions Act 2011, as I think the then Pensions
Minister, Steve Webb, has since recognised.

Guy Opperman: Steve Webb has buyer’s remorse about
many things.

Ms Eagle: It was inevitable.

Guy Opperman: I am not going to comment on his
capabilities. The bottom line is that that was a persistent
level of policy making made by successive Governments
from 1993 onwards and utterly continued by the Labour
Government, who, to the best of my recollection, proceeded
to raise the state pension age to 65 by 2020 in the 2007
or 2008 Act. It was then clearly increased in the 2011
Act. One can argue about why that was done. Perhaps it
was a consequence of the great former Prime Minister
Gordon Brown’s efforts at manhandling the economy,
or perhaps there were other reasons for taking that
approach. However, I make the point that I have consistently
defended individual Ministers and the Department for
their consistent approach to addressing something that
all other western countries have done in respect of state
pensions. They have all approached it in broadly the
same way.

We want the dashboard, and I accept that there is a
desire to have many other things on it. We want it to be
a simple interface that is accessible to all and that is not
overlaid by many different things. With user testing over
time, it is possible that more information will be outlined,
but the comparable example I give—namely, simpler
statements—is appropriate and right.

Seema Malhotra: I seek clarification on the Minister’s
position on ruling out and ruling in. He has said that he
does not want to rule out financial transactions on the
dashboard in the future, but did he also say that they
would not be ruled in without primary legislation?

Secondly, the Minister said that some pension schemes
may not participate. What will and what will not be
compulsory? For those that might not share all the
information, will there be an obligation to share some,
so that somebody could look at the dashboard and have
a complete scan, even if they do not have all the
information, in order to know that they have pots out
there?

Guy Opperman: I will deal with the first point about
financial transactions. If we accepted the amendment
as drafted by the House of Lords, we would not be able
to proceed with financial transactions without future
primary legislation. I passionately believe that, with the
suitable guidance and protections that we all want,
consolidation is appropriate, and that would be a financial
transaction. It should definitely be permissible on an
ongoing basis, arising out of information proceeded
and obtained by a dashboard. It is absolutely that sort
of empowerment that the dashboard will offer, and it is
entirely the right thing.

Clearly, that is my view. There is a dashboard delivery
organisation and the Money and Pensions Service, and
a whole host of user groups are also involved. I have
communicated my strong view. I certainly do not want
to rule it out in the future, which is the desired effect of
the amendment. The reality is that if I allow Baroness
Drake’s amendment to go ahead, it would restrict the
capability of the dashboard massively in the future.
That is not something I am prepared to do.

I have addressed many different points. Given the
time, I will pause there and let others reflect.

Question put, That the amendment be made.

The Committee divided: Ayes 9, Noes 7.

Division No. 2]

AYES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

NOES

Buck, Ms Karen

Eagle, Ms Angela

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

Question accordingly agreed to.

Amendment 7 agreed to.
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Amendment proposed: 1, in clause 118, page 104, line 41, at
end insert—

“(5A) In subsection (5)(b), the “state pension information” to
be prescribed must include—

(a) a forecast of the individual’s future state pension
entitlement,

(b) information relating to the individual’s forecasted total
income through the State Pension in the ten years
following their 60th birthday,

(c) information relating to the individual’s estimated total
income through the State Pension in the ten years
following their 60th birthday, had the pensionable
age for men and women not been amended under the
Pensions Act 2011,

(d) a statement of the difference between the forecasts in
(5A)(b) and (5A)(c).”.—(Neil Gray.)

This amendment seeks to require the provision through the pensions
dashboard service of information relating to the effect on the state pension
income expected by those affected by changes to the timetable for
equalisation of the state pension age made by the Pensions Act 2011.

Question put, That the amendment be made.

The Committee divided: Ayes 2, Noes 9.

Division No. 3]

AYES

Gray, Neil Thomson, Richard

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

Amendment proposed: 5, in clause 118, page 105, line 20, at
end insert—

“(6A) A requirement under subsection (6)(d) may require the
provider of a pensions dashboard service to communicate to an
individual using the dashboard the difference between—

(a) provision of information,

(b) provision of guidance, and

(c) provision of advice.”.—(Neil Gray.)

This amendment would require the provider of a pensions dashboard
service to ensure that users are made aware of the differences between
“information”, “guidance” and “advice”.

Question put, That the amendment be made.

The Committee divided: Ayes 7, Noes 9.

Division No. 4]

AYES

Buck, Ms Karen

Eagle, Ms Angela

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

Clause 118, as amended, ordered to stand part of the
Bill.

Clause 119

INSPECTION OF PREMISES

3.30 pm

Seema Malhotra: I beg to move amendment 11, in
clause 119, page 108, line 20, after “scheme,” insert—

“(iva) the total cost of charges incurred for the
administration of the scheme”

This amendment would add information about the total cost of charges
incurred for the administration and management of occupational
pension schemes to the list of information displayed on the dashboard.

The Chair: With this it will be convenient to discuss

Clause stand part.

Clause 120 stand part.

Amendment 13, in schedule 9, page 179, line 14, after
“scheme,” insert—

“(iva) the total cost of charges incurred for the
administration of the scheme”

This amendment would add information about the total cost of charges
incurred for the administration and management of occupational
pension schemes in Northern Ireland to the list of information
displayed on the dashboard.

That schedule 9 be the Ninth schedule to the Bill.

Amendment 12, in clause 121, page 112, line 45, after
“scheme,” insert—

“(iva) the total cost of charges incurred for the
administration of the scheme”

This amendment would add information about the total cost of charges
incurred for the administration and management of personal and
stakeholder pension schemes to the list of information displayed on the
dashboard.

Clause 121 stand part.

Seema Malhotra: I am grateful for the opportunity to
speak to amendments 11, 12 and 13, all of which make
the same point: that the total cost of charges incurred
for the administration of the scheme should be displayed
on the dashboard. We believe that this issue is important
because the creation of a pensions dashboard creates a
real opportunity to introduce much-needed transparency
on pensions costs and charges.

Pensions charges can be very difficult to understand
or to compare and the lack of transparency can lead to
people paying excessive charges without realising it,
eroding their hard-earned savings. Improving disclosure
in this way is essential for consumers, who need to
understand the risks attached to their investments. In a
study by Which? carried out in 2019, 300 people were
asked for their thoughts on a pensions dashboard.
Some 77% said they would be likely to use one. State
pension entitlement was the information that 74% of
people most wanted to be included. That was followed
by projections of total retirement income, 62%; current
pension value, 55%; and charges, 54%. Clearly the inclusion
of that type of information would be popular with
dashboard users and would help people to use their
pensions freedoms to protect their savings rather than
fall victim to disproportionate charges.

Information about costs and charges is vital if consumers
are to use dashboards to understand which pensions
they could use to make additional contributions, whether
any of their pensions have excessive charges and when
making decisions about how to access their pensions
using pensions freedoms. Research by PensionBee found
that more than 70% of non-advised drawdown customers
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accessing their pensions paid more than 0.75% in charges,
costing them £40 million to £50 million a year extra –
more than £175 million since pensions freedoms were
introduced. The long-term impact of high costs and
charges for income drawdown can be significant and
result in people being able to take less income out of
their pensions or running out of money more quickly.

Transparency of charges is a particular concern because
the DWP appears to have agreed with the arguments of
some in the industry that putting costs and charges on
the simpler annual statement would confuse people.
The result is that instead of being provided with specific
information about how they are paid, people would be
signposted towards what could be pages and pages of
information on charges. Which? has noted that an approach
that believes that consumers are best served by not
knowing how much they pay for pension scheme services
is irreconcilable with the objectives of the pensions
freedoms and the expectations placed on consumers in
retirement.

It clearly may not be in the interests of commercial
providers to make that information transparent, so I
end with a question to the Minister. If the Government
do not intend to support Labour’s amendment, which
at this stage we plan to press to a vote, how will they
ensure that people have the information that they need
to avoid excessive charges and avoid making decisions
that they may come to regret because they did not know
about those charges in the first place?

Ms Eagle: I want to briefly add some emphasis to the
points made by my hon. Friend the Member for Feltham
and Heston from the Front Bench. This is really a battle
between those who like to add horrendously high charges,
in very small print, and transparency so that people can
make decisions in possession of the right kind of
information. Surely enabling that transparency is at the
heart of what the pensions dashboard is all about.
Financial services, particularly things like pensions, have
always featured a uniquely complex, difficult and opaque
pricing system, which can often eat away significantly at
the money that people who are investing can expect to
live on when they retire.

Thankfully, trail commission has now been abolished,
at least to my knowledge, but it has been replaced with
other opaque pricing systems that take people’s money
away. The hon. Member for Delyn was right to say that
pots that are very small are being eaten away by charges.
Most people who put money into pots would have had
no real knowledge or understanding of the price of
keeping that money there, because it would not have
been up front in the information; it would have been
hidden away in hundreds or perhaps thousands of pages
of tiny print.

The amendments, which I fully support, are all about
getting price and cost transparency on the dashboard,
which was clearly created to include such information. I
will not understand it at all if the Minister has reasons
for not doing so.

Rob Roberts: I rise to speak briefly to amendments 11,
12 and 13. I did not mention it earlier, but the general
problem with small pots being eroded away by charges,
especially in the auto-enrolment phase, is that many of

them have set charges in pounds rather than percentage-
based charges. If someone has 10 pots of £1,000 and
they all have the same percentage charging structure,
the charges will be exactly the same as one scheme with
£10,000 in it; what causes the problem is that some
schemes have a set charge in pounds per year.

Unfortunately, an awful lot of the time we focus too
much on the cost of plans and the impact of charges:
the principal-based tail is wagging the outcome-based
dog. It is the outcome that is most important, because
people cannot spend the principal; they spend the outcome.
That is easily illustrated: if scheme A has a 0.5% charge
and a return of 5% a year, and scheme B has a 1% charge
and a return of 7% a year, scheme B is a better scheme
despite having a higher charge. It is not the charging
that is important.

The hon. Member for Wallasey mentioned people
who will be put off from investing in schemes that are
looted and abused in such ways. She was 100% correct;
there were many nods on both sides of the Committee
Room at the idea that that would put people off. Focusing
too much on charges also potentially puts people off. It
is worrying and scary, and potentially angers the consumer,
who would not understand the figure for the total
charges if it is expressed in a significant way. If we say,
“Over the lifetime of your plan, you will incur £30,000-worth
of charges,”without some kind of explanation or context
showing what that relates to, people will see that as
excessive and ridiculous.

Neil Gray: I do not think it is fair to characterise this
as a focus just on charges. New clause 11 contains an
idea for how small pots can be managed, in terms of the
unintended consequences of automatic enrolment. I struggle
to understand the rationale of the hon. Gentlemen’s
argument about the lack of transparency being provided
to consumers and enabling them to take informed decisions
about the plans they enter into. I do not see the logic of
suggesting that hiding that or allowing schemes to continue
putting it in the small print is beneficial to consumers.

Rob Roberts: I am not necessarily advocating a lack
of transparency; I am advocating a focus on the outcome,
rather than on every element of the journey along the
way. There are lots of things that we currently do not
talk about, in terms of the costs and charges. We look at
the costs and charges of the scheme in general, and it is
not necessarily a requirement for the costs and charges
of the individual funds that make up the scheme to be
included in those calculations. There are lots of things
that could be included in there, but it is the outcome
that is important, not necessarily the minute detail of
every element along the way.

Richard Thomson (Gordon) (SNP): I do not think
anyone would disagree that overall it is the outcome that
is important, but historically the trouble is that consumers
have often been encouraged to look at outcomes that
may or may not have been realistic over an extended
period of investment, and have not had the full awareness
that they ought to have had of the charges. Surely as
part of educating the consumer we should be drawing
their attention to the charges and helping them to
understand them in the context of everything that is
important. If we want engaged, informed consumers,
surely we should not be telling them not to worry their
little heads about the charges; we should be making it
transparent and open.
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Rob Roberts: I understand the hon. Gentleman’s point,
but it is for the regulator to determine how projections
are shown and what information the individual requires
to make an informed decision. It does not necessarily
belong in primary legislation. It should come later, and
the regulator should implement it. I understand that
point, but amendments 11, 12 and 13 would all do exactly
the same thing: they all focus on the wrong things, when
I believe we should be focusing on the outcomes.

Guy Opperman: I hope to be able to bring some
agreed consensus on this. Colleagues will be aware,
because they have read the Bill in great detail, that
subsection (2)(a)(iii) on page 108 sets out what pensions
information should be provided. It includes

“the rights and obligations that arise or may arise under the
scheme”.

It is very much the case that individual costs are already
envisaged as being part of the clause and the scheme.

I will explain why I will resist this amendment. First,
the context is that it is already in the Bill. Secondly, if I
have not made it sufficiently clear in the past, I am
happy to make it clear today that we anticipate that
costs and charges should be a part of dashboards in the
future, but the question is when and how? There is
common ground that in the longer term, there should
be an understanding of what individuals are being
charged for the service they are being provided. There is
a much wider debate, which we have tried to have to the
best of our ability, about how it is that a pension is run
and then the individual is burdened with individual
costs, depending on the nature of the different schemes.

I am very clear that, first, I consider the provision
otiose because it is already within the confines of the
Bill. Secondly, it is the Government’s intention that
costs and charges should be part of dashboards in the
future. Thirdly, we value transparency. Lord knows I
started this morning with the point that simpler statements
are being introduced. Contrary to what the hon. Member
for Wallasey said, simpler statements will include costs
and charges.

3.45 pm

The difficulty, however, goes to the fundamental point
that we are talking about: the ability to give the precise
amount of information on every pension scheme in a
standardised format that is accessible and understandable
within the amount of space that exists. There is a wider
matter that—he will forgive me if I breach a minor
confidence—the right hon. Member for East Ham and
I have discussed. How do we take a mixed landscape
with a variety of small pots and bigger pots—my hon.
Friend the Member for Delyn spoke eloquently about
different charges resulting from different management
of different schemes—and produce a standardised format
that is sufficiently comprehensible to all, still allowing a
diverse portfolio of different types of pension provision
but reducing it all so that it can be understood, whether
in a simpler written statement or in the pensions dashboard?

That is a job, I accept, that the Government and/or
the regulators, and/or the pensions dashboard delivery
group, need to do. There is no dispute that that needs to
be done. On the proposal regarding the total cost of
charges incurred for the administration of the scheme,
my hon. Friend attempted to make the point that

administration can mean different things for different
pension schemes, which is entirely right. In that context,
it is already envisaged within the Bill that we wish to do
this, and I do not want such a provision in the Bill at
present.

It is also very much the case that there is pre-existing
legislation, and ongoing consultations and reviews that
are going ahead, on those exact points, which will then
drive forward the ultimate determination that the dashboard
delivery group will make. For example, we have consulted
on the case for standardising the format of cost disclosure
information for automatic enrolment schemes, and we
will publish our response to that consultation by, I
hope, the end of the year.

There is a possibility of delay, because at the same
stage we have the costs and charges review, and my
Department and the Work and Pensions Committee are
looking at small pots. It would seem entirely appropriate
to bring those three pieces of work together to try to
bring some standardisation and harmonisation to the
process—I accept that successive Governments may not
have had a brilliant record on this—through which
simpler statements and/or dashboards will be much
easier to comprehend. I advise the Committee that that
process is ongoing.

Ms Eagle: I thank the Minister for his full explanation
of some of the work that is ongoing, and I appreciate
that it is a difficult issue. First, will he give the Committee
some idea of the timescale for when we could get that
important information into the dashboards? Could he
be a bit more specific? Secondly, does he not accept that
if standardisation is mandated by the Government,
people will adjust and change in order to standardise
and be in competition with other providers? It will
bring some coherence to what is at the moment an
extremely complex and confusing area.

Guy Opperman: To answer the second point first,
there is already standardisation. There is already the
charge cap, which allows a certain limit above which an
individual cannot charge any more. That charge cap
provides a certain percentage that can be incurred for
the work provided. There is an ongoing discussion
regarding automatic enrolment. If I have a tiny pot of
£100 and that has been eaten away on an ongoing basis,
then clearly the charges on an annual basis will slowly
eat away into that small pot. If I have a much larger pot
and I have a small standardised charged capped price
that I am being charged, then it is clearly much easier
for the pot to be preserved. How one approaches that
going forward is extraordinarily difficult.

There is also the diversity of the products being
provided—the point made by my hon. Friend the Member
for Delyn—and ensuring that there is that diversity is
appropriate. How does one try to balance those two
things? That is what we are trying to do, with due
respect. When will we do this? It seems to me that there
are two answers. It is hoped—I use the word “hoped”
given that we are now on 3 November—that by the end
of this year, or the beginning of next year, these various
pieces of work will come together and the Government
will publish their views on them. I have been a little
preoccupied with this and there are other things that are
going on. The small pots review does not report back to
the Department until 23 November.
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In addition, the dashboard delivery group is at the
same stage looking at this precise point about how it
will provide this on an ongoing basis. It published its
updated programme a week ago—I will have to do this
off the top of my head, and if I have got it wrong I will
correct it at a later stage—and its expectation is that it
will provide more detail at the beginning of next year as
part of what the dashboard will look like.

I come back to one final point. The original dashboard
was proposed to be a simple find and view system;
it is not proposed that this will have complex overlay at
the start.

Neil Gray: That is all the more reason why allowing
these amendments to be made is so important, to ensure
that eventually it is mandatory to provide information
and transparency about fees and charges. I do not think
that anything the Minister has just said would preclude
the amendments being accepted. It is a competitive
market, there will be different elements within the market
that will offer administrations and charges for different
products, and that is their whim and their right. I go
back to the point I made to the hon. Member for Delyn.
I do not see how we are benefiting the consumer by
denying them access to that information at that point of
access, which is going to be crucial, and I am yet to hear
from the Minister why that cannot happen.

Guy Opperman: I should have pointed out that we
already have legislation within the occupational pension
scheme regulations 2018, which already require trustees
to publish detailed information on costs and charges on
a publicly available website. Members are told where
this information can be found on their annual benefit
statements. Obviously, we are doing it on simpler statements
as well.

On the specific point raised, the hon. Member for
Airdrie and Shotts keeps coming back to different
charging structures that exist across the pensions landscape,
and information about costs and charges are not often
directly comparable between schemes. There is a risk
that we fail to engage people with their pensions by
presenting too much information of a differing nature,
or worse, that misunderstanding of costs and charges
presented without proper explanations of value for
money results in poor financial decisions. It seems to
me that the way it is drafted as well, speaking specifically
to the administration of the scheme, hides a much wider
problem: how does one address the individual nature of
differing schemes and the individual costs that
apply? With respect, although I have great sympathy for
the amendment, I invite the hon. Gentleman not to
press it.

Ms Eagle: Before we leave this point, what the Minister
has described is a pensions landscape that is so complex
that he is saying it is almost impossible to make proper
price comparisons across the piece. If a consumer wants
to make a decision on where to invest their money, what
the Minister is saying is that at the moment we have a
system that is so complex, and where comparisons are
so hard to make, that it is impossible. What does that
say about the landscape we are presiding over, and what
have we got wrong? I have some ideas of my own, but

now is not the time to talk about them, Mr Robertson. I
appreciate that. It is an astonishing admission from the
Minister that that is the situation we are in.

Guy Opperman: I had ended my speech, but I do not
think that is a fair characterisation. There is a charge
cap that applies already. It is a standardised charge cap.
The difficulty is that there are different types of schemes
charging different things and that is perfectly permissible.
The flip side of the argument made by the hon. Member
for Wallasey would be to have only one type of pension
scheme—which, by the way, is what the Labour
Government introduced. Automatic enrolment is one
type of pension scheme. Yet, within the one type of
pension scheme, which we all adore and agree is the
greatest thing, there are problems on the charging of
the individual, which is exactly why we are trying to
improve the matter by doing the small pots review.

I take the point that the hon. Lady is passionate to try
to improve the situation. My door is always open to
hear her views but, with great respect, this is a simplified
system that can get better, which is why we are doing the
dashboard and why we are doing simpler statements.

Question put, That the amendment be made.

The Committee divided: Ayes 7, Noes 9.

Division No. 5]

AYES

Buck, Ms Karen

Eagle, Ms Angela

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

Clause 119 ordered to stand part of the Bill.

Clause 120 ordered to stand part of the Bill.

Schedule 9

PENSIONS DASHBOARDS: NORTHERN IRELAND

Amendment proposed: 13, in schedule 9, page 179, line 14,
after “scheme,” insert—

“(iva) the total cost of charges incurred for the
administration of the scheme”.—(Seema Malhotra.)

This amendment would add information about the total cost of charges
incurred for the administration and management of occupational
pension schemes in Northern Ireland to the list of information
displayed on the dashboard.

Question put, That the amendment be made.

The Committee divided: Ayes 7, Noes 9.

Division No. 6]

AYES

Buck, Ms Karen

Eagle, Ms Angela

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen
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NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

Schedule 9 agreed to.

Clause 121

INFORMATION FROM PERSONAL AND STAKEHOLDER

PENSION SCHEMES

Amendment proposed: 12, in clause 121, page 112,
line 45, after “scheme,” insert—

“(iva) the total cost of charges incurred for the administration
of the scheme”.—(Seema Malhotra.)

This amendment would add information about the total cost of charges
incurred for the administration and management of personal and stakeholder
pension schemes to the list of information displayed on the dashboard.

Question put, That the amendment be made.

The Committee divided: Ayes 7, Noes 9.

Division No. 7]

AYES

Buck, Ms Karen

Eagle, Ms Angela

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

Clause 121 ordered to stand part of the Bill.

Clause 122

THE MONEY AND PENSIONS SERVICE: THE PENSIONS

GUIDANCE FUNCTION

4 pm

Seema Malhotra: I beg to move amendment 16, in
clause 122, page 116, line 37, at end insert—

“(2A) Before any other pension dashboard services can qualify
under section 238A of the Pensions Act 2004 (qualifying pensions
dashboard service) the Secretary of State must lay before Parliament
a report on the operation and effectiveness of the pensions
dashboard service, including the adequacy of consumer protections.”

This amendment would require the Secretary of State to report on the
operation and effectiveness of the public dashboard service (including
consumer protections) before allowing commercial dashboards to operate.

The Chair: With this it will be convenient to discuss
the following:

Government amendment 8.

Amendment 3, in clause 122, page 116, line 42, leave
out “one year” and insert “five years”.

This amendment would extend to five years the period for which the
Money and Pensions Service dashboard would have to have been running
before commercial operators could enter the market for the provision of
pensions dashboards.

Seema Malhotra: We hugely regret that the Government
are seeking to remove the amendment, introduced by
Baroness Drake, that would have required the Money
and Pensions Service dashboard to be up and running
for a year before other commercial dashboards could be
launched. It has always been Labour’s firm position
that just one publicly run dashboard would be the best
way to ensure that people receive trusted information
about their pensions.

The Work and Pensions Committee produced a report
on pension freedoms in 2018, in which it recommended
a single public dashboard, to ensure that it would be
free from commercial pressures and could provide
individuals with a reliable source of information about
their pensions. As that Committee noted, this would be
in line with the examples of Australia, where a single
dashboard is hosted by the Australian Taxation Office,
and Sweden, where the only dashboard is run by a
public-private partnership.

As the report stated, dashboards should first and
foremost provide consumers with accurate and impartial
information about all their pensions in one place. In a
multiple dashboard system, providers would have incentives
to use their dashboards to promote their own products
or otherwise discourage switching away. There is also a
danger that dashboard providers could use different
underlying assumptions, producing rival income projections
from the same raw data.

The pensions dashboard was conceived as a means of
empowering consumers, to promote competition in the
product market. There is a risk that in a multiple-dashboard
system, providers could instead compete on the information
provided. Which? and the Association of British Insurers
have argued that regulation would be necessary to ensure
that the dashboards were consistent. There is a simpler
solution. By providing information on all pension
entitlements in one place, the pensions dashboard would
be a vital tool in informing and engaging customers,
and empowering them to exercise pension freedoms in
their own interest. A single, publicly hosted dashboard
would be the best way of providing savers with simple,
impartial and trustworthy information. However, the
Government have said their intention is to progress
plans for multiple dashboards.

Rather than preventing the introduction of commercial
dashboards for a set period of time, our compromise
amendment would merely compel the Government to
review the operation of the public dashboard, including
the adequacy of consumer protections, before allowing
for commercial rivals to operate. If commercial dashboards
are to be allowed, there must be strong and proactive
regulation of all pensions dashboards and any other
organisations involved in the storage, processing and
presenting of pensions data. Organisations such as The
People’s Pension and Which? have said that clear legal
duties need to be placed on the operators of dashboards
to act in the best interests of consumers.

The Government also envisage a role for what they
call integrated service providers, which will store vast
quantities of pensions data. It is not clear whether the
Government intend for them to be regulated, or for the
Money and Pensions Service, the TPR or the FCA to be
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able to authorise them and set regulatory standards.
Unless the regulators have the ability to set standards
and intervene in the operation of ISPs, any problems in
the ISPs market will have to be tackled by contacting
the individual pension schemes. That would be time-
consuming and could lead to long periods of time when
individuals’ pensions data is unavailable on pensions
dashboards. Any scandals or data breaches that occurred
in unregulated ISPs could also have a significant detrimental
impact on the reputation of pensions dashboards and
the overall framework for people to access their pensions
data securely and safely.

The common-sense step proposed in the amendment
would allow proper consideration to be given to the
risks proposed by private providers. In many ways, the
concerns underpinning the amendment are similar to
those associated with Government amendment 7—that
the introduction of commercial dashboards, paired with
the ability to engage in commercial transaction activities,
would impact on the reliability of the information presented
to savers and open up the risk of people being persuaded
into disadvantageous pensions positions.

I would be grateful for the Minister’s views on this
matter, which I understand he is keen to share. If he still
intends to progress with commercial dashboards, will
he announce concrete steps and detail on how and when
they will be regulated by the FCA? I am sure he will say
a few words about integrated service providers. Will
they store vast quantities of pensions data, and will
they be subject to regulation and standards that are set
by the TPR, MaPS and the FCA?

Neil Gray: To follow on from the shadow Minister’s
comments about amendments 8, 16 and 3, this debate
takes us to probably the greatest area of contention in
the Bill, which is contentious because of the Government’s
intention to remove the Lords amendments that require
a year’s buffer before commercial dashboards can enter
the market.

It is not just the SNP, Labour or other Oppositions parties
that have concerns, but a great number of stakeholders.
The Pensions and Lifetime Savings Association says
that
“the Government should ensure the first pensions dashboard will
be a single, non-commercial product hosted by the Money and
Pensions Service (MAPS) and that no other dashboard should go
live until a full consumer protection regime is in place.”

In addition, rushing to introduce transactional capabilities
is likely to put savers at greater risk of scams and
mis-selling. It would be better to wait a year or two,
rather than undermine consumer protection.

The PLSA does not support Government amendments 7
and 8, which would allow dashboards to be used to
provide transactional services and remove the requirement
for the non-commercial pensions dashboard service run
by MaPS to have been established for one year before
other dashboards services can provide services. The
PLSA supports amendment 16, which would require
the Secretary of State to report on the operation of the
public dashboard service, including consumer protections,
before allowing commercial dashboards to operate. It
also supports amendment 3, which would extend to five
years the period for which the MaPS dashboard would
have to have been running before commercial operators
could enter the market for the provision of pensions
dashboards.

Similarly, the Institute and Faculty of Actuaries says:
“The first dashboard must be a single, non-commercial
platform. We think it is important that the first dashboard
be non-commercial and hosted by the Money and Pensions
Service. Initial non-commercial dashboards will to provide
greater clarity for consumers and build confidence and
trust in the dashboard ecosystem. It will also make it
easier for regulators to learn more about how savers use
such platforms, and enable them to adjust consumer
protection regulation accordingly. In the medium term,
multiple commercial dashboards could be permitted to
facilitate innovation and choice. However, these platforms
and the communications with savers need to be properly
regulated to ensure strong consumer protection. We do
not support new Government amendments 7 and 8,
which would allow the dashboards to be used to provide
transactional services and remove the requirement that
the non-commercial pensions dashboard service, run by
MaPS, must have been established for one year, before
other dashboard services can provide services.”

We are clear that commercial dashboards should not
be opened to the market for at least a year and we
strongly oppose UK Government attempts to undermine
that. We feel that a year’s buffer was a compromise
position, as there are many people concerned about
having commercial dashboards at all, especially when
the Government intend them to be transactional. We
tabled amendment 3 to underline our opposition to any
watering down of the Bill as it stands.

The Lords amendment was a compromise. The UK
Government are now unilaterally forging their own
path, breaking the cross-party consensus that otherwise
would have existed. As the hon. Member for Wallasey
rightly said, it is crucial for good governance and good
pensions legislation. It seems the Government are looking
to implement both commercial and financial transactions
on dashboards, before assessing the risk, before assessing
consumer behaviour and interaction with the MaPS
dashboard, and before taking full cognisance of the
risks of pension freedoms, which we are only just starting
to understand. Time is the wisest counsellor of all,
Mr Robertson.

We want to empower people to make informed choices
about their lifetime savings. The public service pensions
dashboard is a welcome step towards that and will transform
consumer engagement with pensions over the long term,
and reunite individuals with lost pension pots. Pensions
dashboards run by commercial operators should not be
opened to the market until the publicly run MaPS
dashboard has been running for a least a year.

We have a long-standing additional commitment to
the establishment of a standing independent pensions
and savings commission. The scope of the Bill does not
allow us to stretch to that on this occasion, but later in
deliberations we will consider whether a commission
looking at the terms of this Bill should be established.
Such an organisation would first be tasked with looking
at when commercial operators should be able to enter
the market for the pension dashboards.

In our view, the MaPS dashboard, or public dashboard,
is a wasted opportunity unless it is properly marketed
and promoted by the Government as a safe, independent
and impartial space for people seeking information
about their pensions. We feel that it would get swamped
by commercial operators seeking to promote their own
dashboards and their own commercial interests.
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We caution the Government to be canny, to take their
time and to learn from the implementation, first of all,
of the public dashboard, before they move too hastily
and have to play catch-up in the regulatory format,
because people fall foul by making poor decisions about
what is their greatest financial asset.

Guy Opperman: I accept that the issue is complex. On
the one hand the Government are being urged to proceed
with the dashboard and it has been rightly pointed out
that we have displayed slowness, in some respects. On
the other hand, we are being urged to delay in respect of
this particular matter. We do not believe that this is the
appropriate way forward, as the Lords indicated, and
there are a multitude of reasons why that is the case.

I start with the initial 2018 consultation. The principle
behind that was that consumers should always have
access to a publicly backed service, which we have
legislated for, but should also have the freedom to
choose to access the information in the way they feel
most comfortable. I go back to the point I made to my
hon. Friend the Member for West Worcestershire: do
we build a service and make the consumer come to us,
or do we build a service where the consumer is already
comfortable, in circumstances where there are sufficient
protections around that?

Consumers have clearly stated that they expect to be
able to access a dashboard through a variety of channels.
The pensions industry holds an in-depth knowledge of
its customer base, and this represents an opportunity
for consumer-focused innovation to create platforms
that individuals can engage with. We believe that allowing
multiple dashboards is the most effective way to drive
consumer engagement and really begin to put people in
control of their savings.

4.15 pm

I want to address the point that the hon. Member for
Feltham and Heston made about data because I want
to be utterly clear with her that this not about the
storage of data. If she thinks that that is what the
dashboard is doing, that is a misunderstanding of what
it is proposed that the dashboard should do. I want to
absolutely nail that, because we made great efforts to
ensure that this is not a data repository process but a
find-and-trace service that empowers individuals or their
IFAs. She asked whether there will be consumer protections,
going forward. The answer is yes, and we will discuss
some of them under clause 125. Obviously, this will be
an activity regulated by the FCA and there is ongoing
regulation on a multitude of bases.

Seema Malhotra: The Minister is right that there will
be no storage of data on the dashboard––in a sense, it is
drawing in that data dynamically––but could he explain
the role of the integrated service providers?

Guy Opperman: I explained this at great length earlier,
but I will attempt to repeat what I said. I will jump
through the verification hoops. The reality is that an
individual gets verification and the information passes
from the pension finder service to the connected pension
schemes asking them to match the individual’s information.
The pension scheme finds a match and confirms it to
the pension finder service, which responds to the individual
via their chosen dashboard saying that it holds the data.
When the individual next logs on to their dashboard,

the information from the pension scheme will be viewable
by the individual. I drew the analogy of the cashpoint,
which, I suggest, is the appropriate analogy, whereby if
I bank with Barclays and I withdraw from an HSBC
account, Barclays does not know what is in my account.
That is the process by which we are trying to proceed.

Shaun Bailey (West Bromwich West) (Con): On a
slightly parallel point, with the advent of open banking,
we had similar discussions on sharing data and the fears
around how it might be used commercially. What we
have seen is that, with a robust regime and buy-in from
many of the stakeholders, it seems to have worked.
Many of the fears that were advanced then and that
have been articulated today have not really come to
fruition. Does my hon. Friend agree that while we can
talk about the legislation, it is the buy-in from stakeholders
that will ensure that this succeeds?

Guy Opperman: There is no question: we are deliberately
learning the lessons from open banking and the process
whereby we took all our various bank accounts and
made them accessible under a strict regulatory regime
so that our rights were not infringed. There is now a
massively enhanced consumer programme that empowers
the consumer, drives down costs and does all the other
things that we know open banking does. With great
respect, I suggest that that is a very good example.

The big difference is that in open banking we are
dealing with a relatively small number of banks in this
country, unlike in, say, America, whereas with pensions
we are dealing with 40,000 different schemes. But the
principles are exactly the same. We have learned from
the regulatory process and I have met the chief executive
of Open Banking. My officials and the dashboard
delivery team are engaging with them. No disrespect,
but the problems that the Committee has rightly identified
today are exactly the same sort of problems that were
identified with open banking. These are the same consumer
protection organisations, and I shall come to the approach
of Which?, which is probably the No. 1 consumer
protection organisation in the country. It is firmly on
the side of the Government and disagrees with the
amendment. My hon. Friend drew me to that.

Neil Gray: I draw the Minister back to points that he
made earlier, when he said that the information provided
on the dashboard will be taken sequentially so that it
will be added to over time as we test and learn. Why
then in this case are we not operating sequentially? Start
with the MaPS, the public dashboard, and bed that in
as the point of contact where people have the confidence
to go for impartial information about what they are
getting, without having to be exposed to marketisation.
Learn from that, and then move to the position where
commercial dashboards can operate. Learn from that
experience, and then bring about transactionality through
the dashboard in that process.

Guy Opperman: I will delay the introduction of the
Which? elements for a moment. Amendment 16, for
example, would delay the introduction of other dashboards,
which would stifle innovation that could benefit consumers.
We feel strongly that the potential exists for the production
of a game-changing new system that would enable
something that is not possible at the present stage, but
that would suddenly be second-guessed and denied, and
we will lose much momentum behind the project.
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The Committee should not take just my word for it. I
will briefly share the comments of Which?, from its
submission on Second Reading on this proposal. It
addressed this amendment, saying: “This amendment
ensures that the publicly owned dashboard will have to
be operational for at least a year before commercial
dashboard services can operate if the Bill becomes
legislation in its current form. Which? agrees with concerns
that lessons will have to be learnt on the application of
the dashboard, especially with regards to the use of
data.

However, we do not believe that this amendment is
the answer. It is a precautionary approach, and the risk
is that by stymieing the development in this way, the
industry will take away its innovation, drive and investment
—all of which could benefit consumers. By enabling an
individual to access their pensions data safely and
securely via non-government providers, this can help to
support take-up and engagement with dashboards by
increasing the number of channels that individuals
can access this information and increasing awareness.
It can also help drive innovation to enable individuals
to make the most of the information available via
dashboards. This will only be possible if dashboard
providers are permitted to provide tools and services
using this data.

Furthermore, this amendment risks us being left with
a dashboard that does not do as much as initially
anticipated, resulting in consumers not being as engaged.
This could represent a huge missed opportunity. It is
crucial to ensure that dashboards are both safe and
fully functional to give consumers the most choice and
the most exposure to innovation.”

The hon. Member for Airdrie and Shotts will be
aware that there is already the Pension Tracing Service
and “Check your State Pension”, both existing organisations
that address these particular points. There is no question
but that the words expressed by Which? adequately
address the point that it would be utterly wrong of us to
promote and push forward the dashboard in circumstances
where, upon its launch, even in its primitive format, we
said, “You cannot access the dashboard through the
provider or financial adviser you’ve been with for 30 years.
You may only go through the Money and Pensions
Service.” I therefore respectfully say that this is not the
right approach and not something the Government
support.

In respect of the delay and the parliamentary scrutiny,
I would like to make two points. Parliamentary scrutiny
is already taking place through the introduction of
secondary legislation, which will be subject to the affirmative
resolution procedure. The Money and Pensions Service
is already legally required, according to the 2018 Act on
this issue, to report annually to the Secretary of State
on its objectives and functions. This includes the operation
of the dashboard, and that report is laid before Parliament,
which can debate it if it wishes.

The development of the pension dashboard does not
end at the launch. The pension dashboard programme
will continue user testing and research on an ongoing
basis. That is the whole point of incremental delivery.
The amendments, if passed, would no doubt have the
consequence of delaying the production of commercial
dashboards for some considerable time—the note on

which escapes me, but I will try to remember—by
requiring a report to the House of Commons and then
a further consultation on user testing, which would
effectively put back commercial dashboards, certainly
by a year, and potentially by two years.

The five-year proposal that the hon. Member for
Airdrie and Shotts has put forward would clearly sound
the death knell for any commercial dashboard on a
long-term basis. With no disrespect, I think that would
be a massive missed opportunity.

Neil Gray: Amendment 3 is a probing amendment so
that we can set out the fact that our feeling was that the
Lords amendment was compromised. By quoting Which?,
as the Minister rightly has, he seems to be suggesting
that we are arguing against commercial dashboards
altogether. We want a reasonable buffer in place, and we
do not feel that that year would be lost for innovation or
for developing a dashboard. Commercial organisations
would be perfectly capable of catching up when the
time came. That year would allow the Government to
ensure that the MaPS dashboard is properly promoted
and utilised by people and used for its intention, which
is to inform good decision making for long-term savings
and investments for a good return on income.

Guy Opperman: I am not sure that I can amplify or
improve upon the comments that I have already made,
save to make the point—again, I believe—that commercial
dashboards will have to be part of the accessibility of
this particular programme, and I genuinely believe it
entirely right that they should be part of it from the
word go, so that we can go forward together with those
two particular products. Quite frankly, we keep coming
back to the point that we should go to where the
customer is already, rather than forcing the customer to
go to some other place.

Ms Eagle: Why, if diversity in the delivery of dashboards
is so crucial, do other countries manage with single,
publicly provided dashboards?

Guy Opperman: Other countries have done things in
different ways—they do not necessarily have the pension
system that we have. We have a very substantial private
pension system; some other countries will not have such
private pension systems—the hon. Lady will have to ask
them. It is argued that the right way forward—having
looked at what countries such as Israel and Denmark
have done—is to have a parallel system and two systems,
commercial and public, working together. We already
have a public system, whether it is “Check your state
pension” or the pension tracing service, that exists
with commercial providers. What we do not have is the
great capability of dashboard and I believe, with respect,
that we are doing the appropriate thing to drive that
forward.

Seema Malhotra: I beg to ask leave to withdraw the
amendment.

Amendment, by leave, withdrawn.

Amendment proposed: 8, in clause 122, page 116, leave
out lines 38 to 45.—(Guy Opperman.)

Question put, That the amendment be made.

The Committee divided: Ayes 9, Noes 7.
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Division No. 8]

AYES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Davies, Gareth

Drummond, Mrs Flick

Griffiths, Kate

Morris, James

Opperman, Guy

Roberts, Rob

NOES

Buck, Ms Karen

Eagle, Ms Angela

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

Question accordingly agreed to.

Amendment 8 agreed to.

Clause 122, as amended, ordered to stand part of the
Bill.

Ordered, That further consideration be now adjourned.
—(James Morris.)

4.30 pm

Adjourned till Thursday 5 November at half-past
Eleven o’clock.
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Public Bill Committee

Thursday 5 November 2020

(Morning)

[GRAHAM STRINGER in the Chair]

Pension Schemes Bill [Lords]

11.30 am

The Chair: Before we resume, I remind the Committee
that we need to respect the social distancing guidance,
and I will intervene if the guidelines are breached. Also,
if hon. Members have speaking notes, it would be
helpful to our Hansard colleagues if those notes were
sent to hansardnotes@parliament.uk.

Clause 123

FUNDING OF DEFINED BENEFIT SCHEMES

The Parliamentary Under-Secretary of State for Work
and Pensions (Guy Opperman): I beg to move amendment 9,
in clause 123, page 118, line 1, leave out subsection (2).
This amendment would remove a subsection which requires the
Secretary of State, when making regulations or prescribing principles
or matters under Part 3 of the Pensions Act 2004, to ensure that certain
purposes are achieved as regards pension schemes.

The Chair: With this it will be convenient to discuss
amendment 18, in schedule 10, page 185, line 29, at end
insert—

“221C Guiding Objectives

(1) In exercising any powers to make regulations or otherwise
to prescribe any matter of principle under this Part, the objectives
of the Secretary of State must include—

(a) supporting the ability of the trustees of a relevant
scheme to decide the funding and investment strategy
for the scheme taking into account the current and
future maturity and liquidity of the relevant scheme
consistent with the trustees’ duty to invest assets in
the best interests of members and beneficiaries; and

(b) avoiding the specification of requirements in relation
to funding and investment strategies that are likely to
accelerate the closure of relevant schemes.

(2) In subsection (1), “relevant scheme” means an occupational
pension scheme that is not near significant maturity and is open
to new members and is reasonably expected to remain so, either
indefinitely or for a significant period of time.”

Guy Opperman: It is a pleasure to serve under your
chairmanship, Mr Stringer. I thank colleagues for their
attendance and all the parliamentary staff as we try to
progress parliamentary business in difficult times.

Clause 123 introduces schedule 10, which amends
part 3 of the Pensions Act 2004. The clause is necessary,
because it introduces amendments that improve the
existing statutory framework for defined-benefit pension
scheme funding and strengthen the enforcement powers
of the Pensions Regulator to protect members’ pensions
better. It follows from the DB White Paper and various
consultations that have taken place for a considerable
time.

The Government are seeking to overturn the amendment
made in the House of Lords. This is with no disrespect
to the other place. I respectfully suggest that no Government

can commit to ensuring that contributions remain affordable
or that scheme closures are not accelerated. We cannot
be bound to ensuring that all schemes that are expected
to remain open are treated differently from other schemes,
as open schemes in this category do not all share the
same characteristics. Some will be maturing, just like
closed schemes, and it opens up the potential for abuse.
A closed scheme could reopen to very small numbers of
new members, circumvent safeguards and pursue a riskier
investment strategy that would otherwise be inappropriate.

We do not want good schemes to close unnecessarily, or
to introduce a one-size-fits-all regime that forces immature
schemes with strong sponsors into an inappropriate
de-risking journey. What we do want is to build on a
well established scheme-specific funding regime that
takes account of the key metrics of individual schemes
in enabling trustees to assess what can reasonably be
supported in terms of investment risk. To ensure that
members’ benefits are protected and schemes do not
take inappropriate risk, it is vital that trustees look at
the characteristics of each scheme and balance scheme
liquidity and investment risk with maturity. Open schemes
with a strong sponsoring employer that are immature
and have managed their risk appropriately should not
be forced into an inappropriate de-risking journey.

I make it clear that the Government can commit to
using the regulation-making powers available to ensure
that the secondary legislation works in a way that does
not prevent appropriate open schemes from investing in
riskier investments where there are potentially higher
returns as long as the risks being taken can be supported
and members’ benefits and the Pension Protection Fund
are effectively protected.

Neil Gray (Airdrie and Shotts) (SNP): There is a
problem with encouraging good open schemes to de-risk.
We know where the bond market and gilts market is
right now; we know that that puts them at risk. Baroness
Altmann has intervened this week to say:

“If you decide to ‘de-risk’, then you are also deciding to
‘de-return’, taking away the upside potential that is so vital for
making DB affordable. Deficit schemes just keep getting worse
and contributions keep on rising. QE”—

quantitative easing—

“has undermined funding of all DB schemes”.

Is it not crucial, then, that amendment 18, which is the
compromise, be allowed to go through, to ensure that
good DB schemes are allowed to stay open and continue?
Otherwise, as is the position at the moment, the Government
are putting those at risk.

Guy Opperman: With no disrespect to the hon.
Gentleman, I disagree with the premise of what he said,
and I disagree with Baroness Altmann, whom I spoke
to only two days ago as part of ongoing consultation
with their lordships and other peers as to the nature of
this type of scheme. I can only reiterate—

Neil Gray: It is not just me or Baroness Altmann
saying this. The schemes are saying that following this
path puts their own good and open schemes at risk for
members to continue to enjoy.

Guy Opperman: The context is that the regulator has
a consultation on this issue. The schemes wish to have a
different situation to what is proposed by the regulator.
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It is worth making clear what the consolation is saying
because it supports the argument that the Government
are making, and not that of the schemes. Does the
regulator’s consultation make it clear that all open
schemes will not be treated like closed schemes and
forced into an inappropriate and expensive de-risking?
To answer the question, I refer to paragraph 475 of the
consultation, on page 109:

“We acknowledge that if such schemes do continue to
admit new entrants and do not mature then the scheme will
not actually reach significant maturity. We are content that
such a scheme retains the same flexibility in its funding and
investment strategies that all immature schemes have.”

The regulator adds later in paragraph 481, on page 111:

“This is on the basis that open schemes have a longer time
until they become significantly mature than closed schemes
(some are not expected to mature at all) and longer investment
horizons. Because of this extra flexibility, they can expect
higher investment returns over the long-term which can be
reflected in their discount rate assumptions.”

I want to make it clear again—I have said it once, but
I will say it again—that the Government are not proposing
to introduce a one-size-fits-all funding standard and
neither is the regulator. Its proposals seek to secure a
reasonable balance between the protection of member
benefits, fairness between schemes, and the ability of
schemes to take more investment risk, especially where
an immature scheme has a strong employer and expects
to remain open and in a steady status for a long time.
There is an ongoing consultation. On 2 October, I met
with individual schemes making this case and discussed
it for over an hour. I have also engaged with the peers
who are the proponents of this amendment.

I regret to say that the Government do not agree that
amendment 18 is an appropriate compromise. The
amendment is unnecessary and unhelpful. We state that
trustees are required to act and exercise their powers,
including their investment decisions, in the best interests
of their members and we are not seeking to change that.
Trustees must first and foremost carry out the terms of
the trust in accordance with the trustee, the rules of the
scheme and the applicable law. Legislation must set the
boundaries within which the trustees can exercise their
discretions and ensure that their legislative duties operate
in such a way as to protect all members by also protecting
the PPF and its levy payers.

There is no mention in amendment 18 of the ability
of the sponsor to pay more in the future if investments
do not perform as expected, and that must be part of a
scheme-specific regime that assesses whether risk is
supportable in a transparent and rational way. It is
reasonable for schemes to invest in return-seeking assets
to try to keep costs down, if that risk is supportable.
Indeed, the Government have made that clear—I am
the Minister who brought forward the illiquid proposals,
which permit investment in venture capital, renewables,
social housing and the like. The Government are not
against such investment as part of a balanced portfolio.
We are not in support of amendment 18.

Neil Gray: The Minister protests strongly the Government
and TPR’s intentions. Why then not allow those protections
and the intentions of the Government to be on the face
of the Bill? The Opposition’s amendment 18 would
satisfy those concerns and ensure those protections and
also what those open schemes are calling for.

GuyOpperman:Withrespect,Idonotagree.Theproposals
in amendment 18 are not in accord with the proposals in
the consultation by the regulator. As I have outlined,
there are significant problems with such an amendment,
and it is not something that this Government, or any
Minister in my position, could support.

Seema Malhotra (Feltham and Heston) (Lab/Co-op):
It is a pleasure to serve under your chairmanship,
Mr Stringer. I thank the Minister for his opening remarks.
He has had considerable dialogue with the hon. Member
for Birmingham, Erdington (Jack Dromey), who I know
is sorry that he cannot be here today. I will speak to
Government amendment 9 and also Labour’s amendment
18 on his behalf. I also thank the hon. Member for
Airdrie and Shotts for his interventions.

We regret that the Government seek to remove the
amendmentmadetoclause123 intheLords.AstheMinister
is aware, there are grave concerns about the impact of
the provisions in the Bill on open DB schemes, which
includes many public sector schemes. Labour has been
clear all along that we do not accept the premise that
good DB schemes are not worth protecting.

Guy Opperman: Neither do the Government; we are
as one on that.

Seema Malhotra: I thank the Minister for his intervention,
and I am happy to see that that commitment continues
to be made. Nevertheless, it is not least because DB schemes
currently have 10.5 million members, with £1.5 trillion
under management. The Minister will have noted that
the Pensions Regulator recently made clear its desire to

“develop an approach that works well for open schemes”,

stating that it wishes to

“secure a reasonable balance between protection of member
benefits, fairness between schemes, and flexibility for schemes to
fund and invest as they wish—especially where they have a strong
covenant and a long-time horizon.”

The new subsection (2)—as amended with this objective
in mind—requires the Pensions Regulator to take a
different approach to regulating the funding of open
DB schemes, compared with those that are closed. It
sets out several factors for the Secretary of State to take
into account in regulations regarding scheme funding,
which include distinguishing between open and closed
schemes, balancing scheme liquidity and scheme maturity,
and ensuring that affordability of contributions for
employers and members is maintained.

Notwithstanding the Minister’s comments, I want to
continue with our argument. A number of peers with
considerable authority in the pensions world spoke in
favour of the amendment. The Minister said he had
spoken with some of them in recent days, including
Baroness Altmann, who supported the amendment in
the Lords. Baroness Altmann noted that the Pensions
Regulator’s funding code seems

“to want to drive DB schemes on a path to so-called de-risking,
aiming for a particular date of maturity. This concept is simply
inappropriate for an open scheme.”—[Official Report, House of
Lords, 30 June 2020; Vol. 804, c. 681.]

However, given that the Government do not wish to
retain these provisions, Labour’s amendment 18, in the
spirit of constructive engagement that we have maintained
throughout this Bill, offers a compromise—as was noted
by the hon. Member for Airdrie and Shotts—which
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aims to address the need for flexibility in the treatment
of open schemes with the Government’s aim, which we
share, to ensure that schemes plan appropriately for the
long-term.

The Minister said that this was not an appropriate
compromise, but allow me to lay out our arguments for
proposing it. In drafting amendment 18, we sought to
address some of the concerns that were raised about
clause 123, as amended in the Lords. The present
amendment has two core objectives. The first is to
support the ability of trustees to decide the funding and
investment strategy for schemes, taking into account
current and future maturity and liquidity, consistent
with the trustees’ duty to invest assets in the best interests
of members and beneficiaries. That is intended to protect
schemes from any inappropriately risky or risk-averse
requirements that would significantly adversely affect
the affordability of schemes for employers and members.
The second is to recognise that schemes are usefully and
beneficially open to new entrants and should be allowed
to remain so. The amendment is aimed at avoiding
requirements in funding investment strategies that are
likely to accelerate the closure of relevant schemes.

11.45 am

I am aware that the Minister has had representations
about our amendment from multiple trade unions, including
representatives of the railways pension scheme, which
has 350,000 members, 100,000 of whom are still active.
That number will probably continue. The Minister may
also have noted that others in the pensions world have
expressed concern about the treatment of open DB
schemes.

In response to the Pensions Regulator’s recent
consultation on the DB funding code in September, the
Pensions and Lifetime Savings Association expressed
concern that the proposed code was too prescriptive
and risked undermining many of the potential benefits
of the new approach. It was also concerned that the
proposals might unintentionally hasten the closure of
open DB schemes. The requirement to fund accrued
benefits in the same way as benefits for retirees would
place a significant burden on funding requirements and
did not reflect the differing dynamics and time horizons
of many such schemes. The association said that the
proposals could mean new accruals becoming prohibitively
expensive when in practice benefits would not come into
payment for many decades.

Lane Clark and Peacock also called for the treatment
of open schemes to be given more thought, saying that
it would lead in some cases to unnecessary de-risking
and premature closure of otherwise viable schemes. The
head of DB consultancy at Hymans Robertson said
that the effect could be to force further DB closures by
pushing up contribution rates, because of lower expected
returns on investments, and that it could push stressed
employers into insolvency at the expense of securing
DB benefits:

“Put simply, it could push up costs so high that DB pensions
become a thing of the past.”

Regrettably, as far as I am aware, no official economic
assessment has been produced in advance of the legislation
passing to understand the impact of the code of practice.
However, research by RPMI with a cohort of open

schemes estimated that the Pensions Regulator’s proposals
could increase liabilities by between £120 billion and
£160 billion.

Those are stark warnings. In that context, I welcome
the Minister’s comments on the issue that it is critical to
the 1.1 million ordinary members of the schemes that
are currently open to new members and to the 7.6 million
who are members of schemes still open to future accrual.
In fact, we do not believe that our positions are so
divided on this issue. Baroness Drake summarised it
well in the Lords:

“The amendment seeks to address two issues: first, that it
should not be government policy to require trustees of pension
schemes materially open to new entrants with strong employer
covenants to adopt a strategy that will result in them de-risking
their investments unnecessarily and prematurely…and, secondly,
that the Secretary of State, in exercising powers under Schedule
10 to make provisions through regulation on the funding of
defined benefit schemes, should make provisions that are consistent
with the policy in the White Paper statement that running on with
employer support could be an acceptable long-term strategy for a
materially open scheme. The amendment is consistent with any
reading of the government policy in the White Paper, but it seeks
to ensure that it happens.”—[Official Report, House of Lords,
30 June 2020; Vol. 804, c. 682.]

The Minister has said that he does not consider our
amendment to be an appropriate compromise, but does
he agree that the spirit of our amendment is consistent
with Government policy? If so, will he continue to work
with us to progress this issue in the light of the legitimate
concerns raised about open defined-benefit schemes?

The Minister has referenced the regulator’s consultation.
Does he agree that it is entirely appropriate for elected
politicians to provide a policy direction of travel to the
regulator, without dictating points of detail that remain
rightly the realm of regulations? Will the Minister also
give assurances that the Bill, as amended by the Government
in Committee, will not accelerate the closure of open
schemes and that they will be treated differently?

Richard Thomson (Gordon) (SNP): It is a pleasure to
serve under your chairmanship once again, Mr Stringer.
I am pleased to get the chance to delve further into
some of the issues that were raised on Second Reading,
of which this was one. I am happy to add my support,
along with that of my hon. Friend the Member for
Airdrie and Shotts, to amendment 18.

When I spoke on Second Reading I warned of the
need to be aware of unintended consequences, one of
which originated outside the Bill. One that merited clear
guidance in the Bill to prevent it from ever coming to
pass was the issue around defined-benefit schemes.

The Minister says he does not want good schemes to
close and schemes to be forced into the de-risking
process. That is fine and good as far as it goes, but
Ministers come, Ministers go, Ministers change their
mind, yet legislation endures. I have been very impressed
with the Minister’s handling of the Bill today and I do
not want to see him go anywhere—

Guy Opperman: Sit down now. Stop now.

Richard Thomson: I have got a bit to go. The Minister
highlighted paragraphs in the Pensions Regulator’s recent
consultation, but I draw his attention to paragraph 210,
which states:
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“We consider that trustees’ focus should be to ensure the
security of members’ accrued benefits rather than to ensure the
provision of future benefits.”

Taking all that together, it is at best inconsistent. It
should be obvious why we all want to be assured that
schemes are funded to meet their liabilities. Nevertheless,
that is a deeply worrying statement for many people,
including the scheme managers and trustees. There
needs to be a difference in the investment strategy
between DB schemes, which are open to new members,
and those that are not.

As the Minister said, there are clear differences between
open and closed schemes. A scheme that is closed to
new members, for example, has to have a fixed end
point, and their assets need to be readily available to
pay pensions. That means investing in assets where the
value is predictable, which inevitably leads to investing
in asset classes that have lower returns.

In stark contrast, a scheme that is open to new
members sees scheme leavers replaced with new members.
It does not have to sell assets to pay pensions and can
continue indefinitely. To deliver the required investment
returns, it needs to be free to invest in a range of asset
classes, which may be more speculative and less predictable,
but which, nevertheless, over the longer term, might be
expected to deliver better financial results and outcomes
for the members.

Again, I hear what the Minister says about the actions
he has personally taken to increase the range of asset
classes in which pension schemes can invest. That is all
well and good, which makes it seem all the stranger that
we might end up inadvertently with the unintended
consequence of choking that freedom off for DB schemes,
for want of a lack of clear guidance in the Bill. That is
assuredly what will happen.

If we insist on ensuring the security of accrued benefits,
which are not at any serious risk, we effectively begin to
mandate an investment policy suitable only for closed
schemes. As soon as that happens, the potential returns
are restricted. The liabilities of the schemes increase
overnight, potentially anywhere between £120 billion
and £160 billion. The cost of contributions to the
employer, potentially the employee, or both is therefore
increased. Inevitably, over time—potentially a very short
time—the schemes are rendered unaffordable, and we
see the closure to new members of what were otherwise
perfectly good DB schemes.

Clause 123 provides for open schemes to be treated
differently, given their unique characteristics. Retaining
the amendment made to the clause would certainly
be a stronger safeguard than amendment 18. However,
amendment 18 is a genuine attempt to try to find a
compromise position that captures the essence of clause 123,
while at the same time managing to be far less prescriptive
in what the Secretary of State is obliged to do.

Some 21% of DB scheme members belong to schemes
that are still open to new members. They still perform a
vital role in people’s pension retirement provision, often
for lower and middle-income families who have few
other savings, and the matter therefore warrants the
most careful attention. Amendment 18 would provide
the means by which we can ensure that those DB schemes
can continue to thrive and deliver for all their members,
present, past and future.

I agree with the Minister when he says that there
needs to be a reasonable balance between those classes
of member, but legislation can be used to usefully set
the parameters to guide trustees, which is exactly what
amendment 18 would do, given the mixed messages
from the regulator. If it is not deemed to be an appropriate
compromise, I invite the Minister to work cross-party
to try to find a compromise that would offer reassurance
to scheme members and managers and that can definitely
guarantee the future of DB schemes. Leaving it out of
the Bill will not offer reassurance and, given the current
mixed messages coming out of the regulator, will lead
us down the path of unintended consequences with
adverse outcomes for many of those who can least bear
the cost.

Guy Opperman: I loved the first part of the hon.
Gentleman’s speech, and I am grateful for his tacit
endorsement of our approach. I also loved the latter
part, because I do want to work on a cross-party basis.
If mixed messages have in any way been interpreted—I
am not sure it is an intention in any way by the regulator;
I assure him of that and I have spoken to the regulator—and
if any clarification needs to be made, I cannot repeat
any more that we are here to support DB in whatever
shape or form. We have had a DB White Paper, and that
consideration and the consultation has brought forward
various things. The ongoing consultation by the regulator
is exactly that—a consultation.

The request was made for more thought. There is a
legitimate and relevant point, although I will resist the
amendment, that this is a perfectly valid debate to have
in this place. It will definitely influence the regulator’s
approach and ensure that, if there is any doubt whatsoever,
not all schemes will be treated the same. There is not a
one-size-fits-all approach. If anyone is proposing that
that is the case, it simply is not. Every scheme should be
looked at on its own merits and in its own particular
way, because, as all colleagues have rightly identified,
schemes have different profiles, different amounts and
different objectives. That is what the regulator is trying
to do—to build on the current approach.

I make a couple of quick points. Most schemes will
not need to change their approach, as they are already
doing the right thing. The investment risk that is supportable
for each scheme will continue to depend on scheme-
specific factors, including scheme maturity and the strength
of the employer covenant, as is currently the case.
Maturing schemes, whether open or not, will be expected
gradually to de-risk their investments as they move
towards lower dependence on the employer. There will
be no such requirement for schemes that remain significantly
immature, with strong employer covenants, who have
been pursing appropriate funding and investment
strategies. Taking investment risks—however one wants
to describe that—is utterly acceptable as long as it is
supportable.

I repeat that I am the Minister who, at the same stage
as I am trying to improve and support DB, has given
the schemes the power under the illiquids consultation
to invest in alternatives, whether that is in green
infrastructure, social housing or venture capital, building
on the Treasury’s work with the patient capital review
and building on the work that the Department for Work
and Pensions has done for some considerable time, to
make it crystal clear that such investments can be pursued
and that they can also produce a higher return.
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Richard Thomson: Does the Minister accept that
there is a difference between being given the opportunity
to invest in those asset classes and having the freedom
to invest in them, if there is a perception that people are
being guided down a route of de-risking, and would not
that be the benefit of setting it out loosely or flexibly in
legislation, in terms of the guidance that could then be
given to trustees on how those schemes ought to be
managed?

Guy Opperman: The appropriate way forward, with
respect, is a three-pronged approach, which would be a
combination of primary legislation, regulation and the
DB funding code to balance effectively employer
affordability and member security. I think we all start
with the fundamental principle—certainly as Minister I
have to have it as the guiding principle—that the member
is the most important person to be safeguarded, and I
believe that the three-pronged approach is the appropriate
way. There is an ongoing consultation and I genuinely
believe that it should be allowed to run its course, with
us all having the opportunity to make points to it.

I will just finish the point I was making: the scheme
funding measures in the Bill, together with secondary
legislation and the revised scheme funding code, seek to
support trustees and employers to manage their scheme
funding with a focus on longer-term planning. As is
now the case, the scheme’s liquidity requirements and
investment timelines and the amount of risk each scheme
can support will depend on factors including its maturity
and the strength of the employer covenant. Trustees can
and do already invest in illiquid assets such as infra-
structure, and our measures do not seek to discourage
such investments where they are appropriate.

12 pm

I finish on that point, although of course I am happy
to maintain dialogue. I have met the various proponents
of the scheme, I have explained to various peers why the
Government cannot support these proposals, and I
have exchanged correspondence with the various unions
that have made representations to me. That dialogue
will unquestionably continue, but, without any shadow
of doubt, the Government will resist the Opposition
amendment.

Question put, That the amendment be made.

The Committee divided: Ayes 9, Noes 6.

Division No. 9]

AYES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Bell, Aaron

Davies, Gareth

Drummond, Mrs Flick

Morris, James

Opperman, Guy

Roberts, Rob

NOES

Buck, Ms Karen

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

Question accordingly agreed to.

Amendment 9 agreed to.

Clause 123, as amended, ordered to stand part of the Bill.

Schedule 10

FUNDING OF DEFINED BENEFIT SCHEMES

Amendment proposed: 18, in schedule 10, page 185,
line 29, at end insert—

“221C Guiding Objectives

(1) In exercising any powers to make regulations or otherwise
to prescribe any matter of principle under this Part, the objectives
of the Secretary of State must include—

(a) supporting the ability of the trustees of a relevant
scheme to decide the funding and investment strategy
for the scheme taking into account the current and
future maturity and liquidity of the relevant scheme
consistent with the trustees’ duty to invest assets in
the best interests of members and beneficiaries; and

(b) avoiding the specification of requirements in relation
to funding and investment strategies that are likely to
accelerate the closure of relevant schemes.

(2) In subsection (1), “relevant scheme” means an occupational
pension scheme that is not near significant maturity and is open
to new members and is reasonably expected to remain so, either
indefinitely or for a significant period of time.”—(Seema Malhotra.)

Question put, That the amendment be made.

The Committee divided: Ayes 6, Noes 9.

Division No. 10]

AYES

Buck, Ms Karen

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Bell, Aaron

Davies, Gareth

Drummond, Mrs Flick

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

Schedule 10 agreed to.

Clause 124

CLIMATE CHANGE RISK

Seema Malhotra: I beg to move amendment 17, in
clause 124, page 118, line 23, leave out “an occupational
pension scheme” and insert—

“(a) an occupational pension scheme, or

(b) a contract-based workplace scheme”.

This amendment would add contract-based workplace schemes to
obligations under this clause, as well as occupational pension schemes.

I will keep my remarks on the amendment brief. In a
sense, it builds on the positive work in the Lords on
climate change by extending the provisions in the clause
to contract-based workplace schemes as well as occupational
pension schemes. I hope the Minister will agree that it is
a common-sense extension of the welcome measures
already contained in the Bill, and that it would ensure
effective governance of all relevant schemes with respect
to the effects of climate change.

Guy Opperman: The clause introduces a variety of
measures in respect of climate change risk. We believe
the clause and the regulations that it allows the Government
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to make are a huge step forward in the UK’s fight
against climate change and mark the first provisions of
their kind globally.

We are proud that this Government are the first among
the G7 to introduce a target for net zero by 2050. We are
among the leaders in environmental, social and corporate
governance with the pioneering way that we are
transforming the pensions and asset managing processes
of the City of London, and the pensions provision, on
an ongoing basis. We have the green finance strategy
that the Government have introduced. I respectfully
suggest that the build-up to COP26, which is one year
from today, gives us an opportunity to show the great
work that we are doing in this country and to demonstrate
how we can show leadership around the world.

I believe we all know and accept that climate change
is a pressing and imminent threat not only to our planet,
but to our investments and, therefore, to our pensions.
Back in August, my right hon. Friend the Secretary of
State for Work and Pensions launched the Government’s
consultation on the measures they propose to introduce,
which include powers to ensure that pensions are properly
protected against the risk posed by climate change and
can take full advantage of the investment opportunity it
presents. I believe that there is an opportunity for this
country to lead the way—an opportunity to be the first
in the market as we create climate change-friendly
investments and an investment strategy that genuinely
transforms this country, helps us to get to net zero and
provides sustainable long-term pensions.

Gareth Davies (Grantham and Stamford) (Con): I
warmly welcome clause 124, which affirms the
Government’s commitment to tackle climate change
using the power of finance and investment to move
things forward. Does he agree that the issuance of a
green gilt and asset purchase facility is a good next step
forward in enabling more pension funds in our country
to invest in our bond markets in a way that will help us
to meet our climate change targets?

Guy Opperman: My hon. Friend is a specialist in this
field thanks to his profession prior to being elected to
the House. It seems to me that as we drive forward the
ESG reforms and the changes under clause 124, and as
we have climate-related financial disclosure, pension
funds will wish to invest in a sustainable way that
produces an appropriate return but is supportable from
an ESG point of view.

Effectively, only three forms of capital can provide
the infrastructure renewal and retrofitting that will be
required for us to get to net zero: Government money
though taxes, private sector money brought forward by
individual companies, and pension fund investments.
Creating a green gilt, as the French, the Germans the
Poles and some parts of California have already done,
would be a very good way forward. To their credit, the
Chancellor and Ministers at the Treasury are looking
into it, and I believe that such a move will happen in the
fullness of time.

I utterly support the efforts of my hon. Friend to
ensure that a green gilt is an alternative form of investment
for pension funds as they seek to invest in a sustainable
long-term way that also supports the objective of this
country. I utterly support the campaign that he has been
fighting, both in word and in the House, on that issue.

Seema Malhotra: It is a matter of cross-party pride
that we are seeing the commitment to climate change
risk come into pensions legislation, and that we are
leading the way on this issue. Over the past few years,
we have introduced flexibility for trustees to look at
non-financial measures in relation to investment decisions,
which is an important part of the journey. In the spirit
of these legislative provisions, does the Minister agree
that, to realise the potential of the Bill and the opportunity
for trustees, it is important to continue dialogue and to
seek international agreement? Some countries are making
progress in the right direction, but others are not—for
example, the legislation passed in Australia looks like it
is going in the opposite direction.

Guy Opperman: The hon. Lady makes a number of
good points, all of which I endorse. It was noted in the
record of the conversation between the Prime Minister
and his Australian counterpart only last week that our
Prime Minister tried to make the case to Mr Morrison
that Australia should be doing more on climate change.
The flipside of that is that, clearly, we should be using
our advocacy. It is to his great credit that the right hon.
Member for Doncaster North (Edward Miliband), when
he was the Secretary of State for Energy and Climate
Change in the Labour Government, introduced the
Climate Change Act 2008. That work has continued
since under the coalition Government and the Conservative
Governments. The direction of travel could not be
clearer in this county, and I believe our legislation has
made clear what we are trying to do.

The Chair: Order. I do not want to turn this into a
full-blown debate on climate change. We are debating a
proposed amendment to a clause, which takes into
account climate change in a specific way. I would be
grateful if the Minister focused his remarks on the
amendment.

12.15 pm

Guy Opperman: I entirely endorse everything you say,
Mr Stringer, and I apologise. I was answering too fully
what I would suggest is probably a legitimate question
from the hon. Member for Feltham and Heston about a
clause entitled “climate change”.

However, to return to amendment 17, I respectfully
suggest that that is not necessary. There are two fundamental
reasons why. First, action has already begun on that
specific issue; I have provided the hon. Lady with the
exchange of correspondence between myself and Chris
Woolard, the interim chief executive of the Financial
Conduct Authority, dated 30 September and 22 September
2020, which specifically addresses the point. The FCA
is the appropriate regulator to make proposals for its
regulated sectors. The FCA, as Chris Woolard makes
clear, will be making proposals on climate change with
respect to personal pension schemes, otherwise known
as contract-based schemes. The letter has been in the
House of Commons Library since Second Reading.

I can assure the Committee that the FCA plans to
consult on corresponding climate-related financial
disclosures for personal pension schemes in the early
months of next year and to finalise the rules by the end
of 2021. That will mean that by 2022, subject to consultation
and cost-benefit analysis, pension schemes, no matter
whether they are occupational or personal, will be
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[Guy Opperman]

subject to TCFD reporting requirements. The whole point
of the exchange of correspondence is that the FCA has
effectively accelerated the process it has been going
through to catch up with what the DWP and regulators
are doing in this space. Given that announcement,
I urge hon. Members to withdraw amendment 17.

Seema Malhotra: I take on board the points the
Minister has made. This is an area that may requires
further dialogue, and we will reflect on what the Minister
has said. I beg to ask leave to withdraw the amendment.

Amendment, by leave, withdrawn.

Clause 124 ordered to stand part of the Bill.

Clause 125

EXERCISE OF RIGHT TO CASH EQUIVALENT

Stephen Timms (East Ham) (Lab): I beg to move
amendment 21, in clause 125, page 121, line 11, at end
insert—

“(e) the results of due diligence undertaken by the trustees
or managers regarding the intended transfer or the
receiving scheme.”

This amendment enables regulations under inserted subsection (6ZA)
of section 95 of the Pension Schemes Act 1993 to prescribe conditions
about the results of due diligence undertaken in relation to a transfer
request such as to determine that the statutory right to a transfer is not
established if specific “red flags” are identified in relation to the
transfer or intended receiving pension scheme. Amendments 22, 23 and
24 are related.

The Chair: With this it will be convenient to discuss
the following:

Amendment 22, in clause 125, page 122, line 4, at end
insert—

“(e) the results of due diligence undertaken by the trustees
or managers regarding the intended transfer or the
receiving scheme.”

This amendment enables regulations under inserted subsection (5A) of
section 101F of the Pension Schemes Act 1993 to prescribe conditions
about the results of due diligence undertaken in relation to a transfer
request such as to determine that the statutory right to a transfer is not
established if specific “red flags” are identified in relation to the
transfer or intended receiving pension scheme. Amendments 21, 23 and
24 are related.

Amendment 23, in schedule 11, page 193, line 20, at
end insert—

“(e) the results of due diligence undertaken by the trustees
or managers regarding the intended transfer or the
receiving scheme.”

This amendment enables regulations under inserted subsection (6ZA)
of section 91 of the Pension Schemes (Northern Ireland) Act 1993 to
prescribe conditions about the results of due diligence undertaken in
relation to a transfer request such as to determine that the statutory
right to a transfer is not established if specific “red flags” are identified
in relation to the transfer or intended receiving pension scheme.
Amendments 21, 22 and 24 are related.

Amendment 24, in schedule 11, page 194, line 15, at
end insert—

“(e) the results of due diligence undertaken by the trustees
or managers regarding the intended transfer or the
receiving scheme.”

This amendment enables regulations under inserted subsection (5A) of
section 97F of the Pension Schemes (Northern Ireland) Act 1993 to
prescribe conditions about the results of due diligence undertaken in
relation to a transfer request such as to determine that the statutory

right to a transfer is not established if specific “red flags” are identified
in relation to the transfer or intended receiving pension scheme.
Amendments 21, 22 and 23 are related.

New clause 10—Pensions Guidance—

“The Secretary of State must write to members or survivors of
pension schemes five years prior to the age of becoming eligible
to access their benefits, to state a scheduled date and time for a
pensions guidance appointment, or the option to reschedule or
defer this appointment; and write annually until a pensions
guidance appointment has been taken, or the member’s desire to
opt out has been confirmed.”

This new clause would ensure members or survivors of pension schemes
receive an impartial pensions guidance appointment prior to the point
when they become eligible to access their pension benefits, with an
appointment booked each year until such time that the member has
received impartial guidance.

Stephen Timms: I am pleased to be serving under
your chairmanship this morning, Mr Stringer.

The Work and Pensions Committee, which I chair,
discussed amendments 21 to 24, and I am grateful to
Labour colleagues on the Committee, the Conservative
Vice Chair of the Committee, the hon. Member for
Amber Valley (Nigel Mills), and the right hon. Member
for New Forest West (Sir Desmond Swayne) for putting
their names to the amendments. I am grateful to the
hon. Members for Airdrie and Shotts and for Gordon
for doing so today as well. This is a tripartisan amendment,
as all good pension policy should be.

Last weekend, I was in touch with a nurse who works
at a health centre in my constituency. Her husband
drives a black cab. Some years ago, a financial adviser
they knew well and who had given them good advice
previously called and told them about an opportunity
to realise their pension savings early with no real downside.
They took up his offer. The upshot is that all their
savings have gone and they now face a massive tax bill
of about £60,000 with no means to pay it. The financial
adviser, I understand, is living on a yacht in Tenerife.

All of us can understand just how devastating is the
impact on hard-working families of being robbed of
their life savings in that way. People who have saved
conscientiously, worked hard and done the right thing,
and who are entitled to be able to look forward to
secure retirement, suddenly find that their hopes have
been destroyed. The Transparency Task Force, one of
the groups that urged the Select Committee to undertake
an inquiry on scams, reports cases of spouses who,
sometimes for years, have not dared tell their partner
what has happened, so awful are the consequences.
People wake up every day in dread of the future. They
are often ashamed and embarrassed to have fallen for
such a barefaced lie. Scammers groom people; they
become trusted family friends. They “warn” savers that
schemes will advise them not to transfer their money,
and claim that that is because the schemes want to hang
on to it for their own benefit. If the saver does become
aware that the receiving scheme has fallen foul of regulators,
they will say that that was just because someone was
late filling in some forms.

It seems absurd that, as the law stands, trustees are
compelled to make a transfer if a member demands it,
even if the trustees know that the money is being
handed over to crooks. Even if the receiving scheme is
on the warning list, published by the Financial Conduct
Authority, of firms known to be suspect, the law requires
trustees to go ahead with the transfer; and if they are
slow about it, they can be fined.
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The Select Committee on Work and Pensions has
launched an inquiry on the impact of the pension
freedoms five years after they were introduced in April
2015, and the first of three parts is looking at pension
scams. It is striking how loud a call there has been, from
many different places, for the Select Committee to look
at this matter. It reflects widespread revulsion at some
of the scandals we have seen and fear of the damage
that they do—certainly to individuals, but also to the
industry as a whole. There has been a particular worry
that the pension freedoms plus the financial pressures
of the pandemic could be creating what the Pensions
Regulator has called a golden age for pension scams, so
the inquiry is looking at the prevalence and impact of
scams.

Margaret Snowdon, who leads the Pension Scams
Industry Group, told the Select Committee at its meeting
on 16 September that, based on a survey that the group
carried out a couple of years ago, it estimates that some
5% of pension transfers in the last five years have been
into scams. The amount may total £10 billion over that
period and 40,000 people may have been affected; some
will not yet know that they have been scammed. And
this is carrying on. Responsibility for preventing and
responding to scams cuts across many different bodies,
and our witnesses reflect that. It is a tragedy that many
victims see very little, if any, of their money ever returned.

The Bill was amended in the other place before the
summer break—the amendment was, I am glad to say,
accepted by the Government—so that if a defined-benefit
transfer application raises one of the red flags on a
prescribed list of features likely to indicate that there is
a scam going on, the trustees must delay the transfer
until the saver has taken financial advice.

These four amendments are based on work by the
Pension Scams Industry Group. I pay tribute to Margaret
Snowdon and her colleagues for their hard work. The
amendments would empower trustees to refuse a transfer
altogether if they had good grounds, based on the red
flag analysis, for believing that a proposed transfer
involved moving pension savings into a scam. It would
say to the trustees, “You don’t have to do this.” The
amendments provide for the making of regulations that
prevent a transfer from taking place, depending on the
results of that due diligence on the receiving scheme
undertaken by the trustees or the scheme managers.
That would allow a period of consultation and evidence
gathering before regulations were drafted and implemented,
to ensure that the detail was right.

I am grateful to the Minister for the helpful discussions
we have had on this point since the summer. I know that
he is as appalled as I am by the impact of scams, and
that he has been looking very carefully, with his officials,
at whether it is possible to achieve the effect of the
amendments—without actually accepting them—by using
powers already in the Bill. I am looking forward to what
he will have to say to us today about that. From what I
have seen, and thanks to the work of his officials, it does
look as though it might well be possible to deliver the
effect of the amendments with regulations under the
Bill as it stands. I was sceptical about that to begin with,
but thanks to the work that the Department has now
done, I can see that that might well be the case.

I want to sound one note of caution. I understand
that the Department would like to exempt from its
proposed regulations certain categories of scheme. For

example, it would want to guarantee that a transfer to
an authorised master trust should not be blocked on the
basis of a red flag assessment. Actually, I have no
problem with exempting authorised master trusts, given
their oversight by the Pensions Regulator, but it would
be a serious mistake to exempt FCA-registered schemes,
because a lot of scams are FCA registered.

I am told, for example, that it is perfectly possible for
schemes to be both FCA registered and on the FCA
warning list. Typically, those might involve an overseas
adviser, probably not FCA registered, who would use
the platform of a UK self-invested personal pension
which is FCA registered to offer exotic investments
overseas. That is precisely the form that many such
scams take. When the regulations are drawn up, whether
under my amendments, if they are accepted, or under
the existing powers as the Minister intends, it is important
not to create a large loophole to allow the bulk of the
crimes to carry on. We certainly need to improve drastically
the protection for savers. Implementation of the pension
freedoms without safeguards has inflicted great harm.
We must now put essential safeguards in place.

I come now to new clause 10. Last week, the Department
published a document entitled, “Stronger nudge to
pensions guidance: statement of policy intent”. That
does not sound like a document that will set the world
or fire, but I think its content is widely regarded as
rather timid and disappointing. It does not deliver the
default guidance approach that Members on all sides
wanted when the Financial Guidance and Claims Act
2018 became law and was debated.

Consumer organisations are also calling for people to
be directed to an appointment automatically, rather
than expecting them to sort one out for themselves. We
know how successful harnessing inertia to bring people
into pension saving has been; we should harness inertia
as well when people come to access their pension savings—
auto-enrol in, but auto-enrol out, too. New clause 10
would auto-enrol pension savers into an appointment
with Pension Wise these as they approach the point of
accessing their pension. Put savers’ interests first and
recognise the dangers in hasty, badly made decisions.

Pension Wise is delivered by Citizens Advice. It is
immensely popular with the rather small number of
people who use it. Nine out of 10 of those who use it
report high or very high satisfaction. That is a pretty
impressive level of satisfaction, yet the service is hidden
away from most people. A significantly higher number
of users than non-users say that they are very or fairly
confident about avoiding pension scams having used
Pension Wise. The default ought to be that people get
an appointment.

Progress on take-up has been poor. Pension Wise reaches
only a fraction of those who need it most—non-advised
pension savers at the point when they choose to access
their pension savings. The FCA estimates that between
one in 10 and one in eight savers—a tiny proportion—first
use Pension Wise when accessing a pension, and what
should be the norm is instead the preserve of a minority.
We should not be surprised about that. Pension planning
is complicated, people do not know the ins and outs,
and it very easily drops down a to-do list with all the
other things going on, despite its importance.

In the statement of policy intent of last week, the
Department said it will implement a guidance policy
based on the “Stronger Nudge trials” of the Money and
Pensions Service. Those trials did show a very limited
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increase in appointment bookings resulting from the
nudges that were tested, but it is nowhere near enough.
That is why the amendment is necessary.

Two nudges were tested. The first was that the pension
provider offered to book a Pension Wise appointment
for the consumer; the second was that the customer was
transferred to the Money and Pensions Service, who
then booked a Pension Wise appointment for them. The
document sets out that, with both nudges, around 11% of
pension holders attended a Pension Wise appointment,
compared with 3% in the control group.

It is perfectly true that one in nine is a better level of
take-up than one in 33, but we can surely agree that we
must do far better than that. Auto-enrolment was needed
for pension saving precisely because the nudges that we
had all tried for years did not work. That is why we now
have more than 10 million extra people saving into work-
place pensions. Pension saving has become the norm,
and impartial pensions guidance must become the norm
as well. That is what the amendment would deliver.

12.30 pm

Sir Hector Sants, the chair of the Money and Pensions
Service, said to the Work and Pensions Committee in
March:

“A significant number of the people who contact Pension Wise
will come away saying that, after having spoken to our guidance
service, they have concluded that they should do something
different from what they had in mind in the first place…72% of
people are saying they have changed their mind about what they
will do as a result of talking to our guidance service. In a way, that
is a simple statistic that tells you that the vast majority of people,
left to their own devices, will probably make a poor decision.”

The amendment proposes that the Department should
write to members of defined-contribution pension schemes
each year from when they are five years away from
being able to access their pension benefits and set a time
and date for their appointment. That is the sort of thing
that already happens with health checks. It is convenient
for the saver, but it also allows the Money and Pension
Service to schedule appointments efficiently, as its resources
allow.

Pension Wise is the realisation of the pension freedoms
policy—the promise that was made at the time of free,
impartial, high-quality guidance for those who do not
use a regulated financial adviser for pensions decisions.
It is the main consumer protection in the pension
freedom policy—it was not an optional extra—but hardly
anyone is using it. Pension Wise can be the difference
between well-informed decisions leading to financial
security in retirement and bad decisions, with pensions
scams a real possibility. We need determination to fix
that, and the current policy lacks determination.

Auto-enrolling people to Pension Wise appointments
fits the bill. Starting five years ahead of eligibility will
get people thinking while they have time to reflect on
their options and make their choices. An impartial
session will set them on the right tracks and correct
misunderstandings. Repeating the invitation each year
until the appointment is taken up or is opted out of will
equip savers with very important information to think
ahead effectively for their financial needs in retirement.

Regulators will have a key role in the direction of
pension guidance policy, because their consumer protection
duties oblige them to take an interest in it. The FCA
uses its own business plan to cite the

“significant risk of harm”

arising from,

“the way consumers have been given additional responsibility for
complex investment decisions, through the shift to Defined
Contribution (DC) pensions and the Government’s 2015 pension
freedoms.”

Likewise, the Pensions Regulator has emphasised
focusing on security and value in pension schemes,
preventing and tackling pension scams and understanding
and enabling good saver decision-making in its long-term
corporate plan published recently. The regulators are
absolutely up front about the risks for people and the
need to address them, but the Department’s policy
response so far has fallen far short. It is much weaker
than is needed.

We cannot sit back while Pension Wise continues to
be an excellent service taken up by hardly anybody. The
Government and regulators must end their indifference
on this. Aspiring to an 11% take-up simply is not enough.
We need auto-enrolment into a service that enables
better outcomes from pension savings.

Neil Gray: I do not have too much to add to the
fantastic speech that has just been made by the right
hon. Member for East Ham, the Chair of the Select
Committee. I have to say that my heart breaks—I am
sure others feel the same—for his constituent and the
way that family has been treated and the situation they
are now in. That case reinforces the need—if there ever
was one—for stronger and more robust action, and that
is why we support the amendments and new clause.

I especially concur with the right hon. Gentleman’s
points about the actions of trustees where there are red
flags and hope that the amendments or the Ministers
response will satisfy our concerns that that will be
addressed. We support these amendments on pension
guidance and protecting against scams. We have been
contacted by a number of organisations in this area, not
least Just Group plc, who I am very grateful to for its
briefing.

The Department appeared to pre-empt some of these
discussions with its most recent statement of policy
intent, which suggested a stronger nudge towards using
Pension Wise. It is worth repeating the point made by
the right hon. Member for East Ham that the cited
MaPS stronger nudge trials showed only a very small
increase in the number of people who actually went on
to have a Pension Wise appointment. The DWP claimed
that it

“significantly increased the take-up of Pension Wise guidance.”

But, again, this is pure spin.

The hon. Member for Delyn earlier in the Committee
stage said that we should look at outcomes. We agree.
The outcome of the stronger nudge trials was to get
people to Pension Wise appointments in less than one
in ten cases. It moved them from 3% to 11%. Eleven per
cent. A stronger nudge is just not going to be enough,
not by a long chalk. On that trajectory, the most the
DWP could hope for, according to Just Group plc, is
that between 20% to 25% at the upper end of the range
of eligible pension savers would receive their Pension
Wise session.

That was a huge concern of ours during the passage
of the Financial Guidance and Claims Act 2018. We
argued then for an opt-out guidance system, and now
we are back to looking at this again. We still support
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this approach. The Government appear not to be willing
to accept what colleagues across the House from all
parties, Select Committees, and consumer groups and
industry experts say is the best way forward. Instead,
they are pushing stronger nudge.

The Government have not provided a timeframe for
the DWP’s planned consultation on the new guidance
rules for occupational defined-contribution schemes,
nor the FCA’s rules for contract-based providers. In
previous aspects of the Bill we have been asked to trust
the Government to draft the necessary regulations. The
same was said in consideration of the 2018 Act in this
area, but we are still waiting. While I accept that the
Chair of the Select Committee, has been having more
intense discussions, I am sceptical. For those reasons
and others outlined, we support the amendments and
new clause.

Guy Opperman: I thank the right hon. Member for
East Ham who leads the Select Committee for his kind
words and heartfelt speech. I echo the comments in
terms of his constituents, who clearly have had a terrible
time. My thoughts are with them.

I will try to address the points raised. In respect of
clause 125, the objective of the Government is quite
clear. We wish to bring forward measures that will
significantly and realistically prevent future scams. We
believe that transfers will not go ahead if the conditions
set out in the regulations are not met. These conditions
can relate to both the destination of the transfers,
meaning transfers can be prevented to schemes that do
not have the right authorisation, and cases where the
member has not supplied the evidence of, say, employment
or residency. Importantly, those conditions can also
include other red flags, such as who else is involved in a
transfer. If those red flags are apparent, the regulations
will enable the trustees to refuse to transfer. If the red
flag is significant, it will direct the member to guidance
or information that they must take prior to being allowed
to transfer. Trustees will need to undertake due diligence
to establish whether those conditions are met or not.
Clause 125 puts trustees in the driving seat in relation to
permitting transfers to proceed.

The right hon. Gentleman raised a number of specific
issues, which I will try to address. The first relates to the
scope of clause 125 in respect of DB and DC pension
schemes. I take his point on master trusts, but I assure
the Committee that the conditions to be met in relation
to safe destinations, red flags and guidance before a
transfer can proceed will be applicable to members of
DB and DC schemes. Those conditions will be in addition
to the current advice requirements for DB members
seeking to transfer over £30,000 cash-equivalent value.

I have had discussions with the right hon. Gentleman,
both in writing and in person, and with other colleagues
on the Work and Pensions Committee, stakeholders,
interested parties and other parliamentary colleagues. I
have also engaged at great length, sadly by Zoom, with
the all-party parliamentary group on pension scams,
and then followed that up individually.

Colleagues who are concerned about the extent to
which the PSIG requirements of red flags are being met
should read the exchange of correspondence in the
Library, following the right hon. Gentleman’s agreement
that I could disclose it, in respect of the background of
our meetings in September on two occasions, the letter

that I wrote on 6 October, which included the Financial
Conduct Authority’s approach of 5 October, and the
follow-up letter of 22 October. If that second letter is
not in the Library, which I am not totally sure it is, I will
ensure that it is by close of business today. I wish also to
put on record my thanks for the efforts of the PSIG,
Margaret Snowdon and the various other parties who
are all working for the common good to ensure that
scams are prevented.

I will speak about guidance in a second, but first I
will make two points. Clearly we wish to prevent, as far
as possible, any scams or misdemeanours taking place,
but that will have to be done through primary legislation
and secondary regulations. It seems to me, as this
process has been developing, that there is a degree of
symmetry between the work that stakeholders—the PSIG
and others—are doing, the work that this House is
doing by passing primary legislation, and the specific
drafting and codification of the regulations, which will
be the nuts and bolts that will take this forward.

My objective is that we pass clause 125, which provides
the statutory framework. My hope is that Royal Assent
is received speedily and I suspect that my civil servants,
who obviously have nothing else to do in these difficult
times, will be able to progress the regulations very soon.
I am hopeful that the Work and Pensions Committee
report will have been published by then, and the ongoing
dialogue that we have had with the Select Committee,
cross-party, will continue, so that we frame the regulations
that flow from clause 125 to accord with all our stated
objectives.

I accept that the devil is always in the detail. We are
all trying our hardest to be as precise as possible,
without the regulations having been drafted already,
but with regard to the four red flag objectives that are
set out and that the right hon. Gentleman has rightly
brought to my attention on Second Reading and in
correspondence, I am confident that the answers that I
have given to him in writing, and that the FCA has
given, constitute a basis upon which we can regulate to
prevent those matters.

The right hon. Gentleman is trying to tease out the
extent of the amendments that he has tabled and the
extent to which the Government can address them. We
are able to address those matters within the confines of
clause 125. I stress that we want to ensure that the
powers can be applied quickly. I accept that time is of
the essence in ensuring that the regulatory powers come
forward as a matter of urgency.

Stephen Timms: I am grateful for the Minister’s
perceptiveness in our discussions. May I check that he
accepts the point that I made, that there should not be a
carve-out for all FCA-registered schemes? FCA-registered
schemes have been part of the problem in quite a lot of
the scams that have arisen over the past few years.

12.45 pm

Guy Opperman: The right hon. Gentleman flagged
that to me. I will attempt to give an answer—he only
flagged it to me this morning, but I have tried to devise
a precise answer. We are considering how we can use the
powers in the Bill to address those specific concerns
about self-invested personal pensions. They are clearly
an FCA-regulated personal pension scheme that permit
investment in a broader range of investments than
conventional personal pensions do.
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I am asked to point that in 2018 the FCA wrote to
SIPP operators to remind of the due diligence requirements
to follow when accepting customers’ investments. The
FCA considers—this is the instruction I have been
given, but I will follow it up in more detail—that most
SIPP operators adapted their due diligence procedure
in line with the FCA’s expectations, or have voluntarily
left the market as a result of the FCA’s scrutiny. I assure
the right hon. Member for East Ham and the Committee
that that is the extent to which I can give him an answer
today.

I will go away and drill down in more detail before
Report and Third Reading, because the right hon.
Gentleman makes a legitimate point. Clearly, the regulator
is a separate one that I do not control, but in the time I
have I will come on to how it is that we are trying to get
the regulators to work together—how Project Bloom is
something that we are addressing on an ongoing basis.
We will get back to him before Report. However, my
understanding is that we are considering how to address
that issue within the confines we have. The point is
legitimately made.

Neil Gray: Forgive me, for I have not been privy to all
the discussions that have been going on. I take Members
at their word that the exchanges that have been going on
have been constructive. I therefore do not want to break
that consensus in any way, but I am looking for some
guidance from the Minister, in particular on the red flag
amendments. Given that he has accepted that time is of
the essence, and accepts the premise and principle of
the amendments that we support, why is he unwilling to
see them in the Bill? Is there a particular reason? What
is his reasoning why those amendments cannot be accepted
to ensure that they are in primary legislation as an
added protection?

Guy Opperman: The simple answer is that this is not
something that could be in primary legislation and then
enforced; primary legislation is the framework, and it is
has to be in the subsequent specific regulations that
follow. I can give the hon. Gentleman an assurance on
that point, as I have given it to the Chair of the Select
Committee.

We accept these matters and believe that clause 125
already addresses the points made by the amendments,
but we still have to draft specific regulations to deal
with the specific problems, and those will be much
larger than clause 125 and way more comprehensive.
The process of dealing with a transfer, what particular
points apply, how it is a trustee operates due diligence
and how it is that that process works, is genuinely a
complex process. Detailed provisions have to be gone
through, working with the various parties going forward.
The point I am trying to make is that we agree with the
principle of the amendment, but it should not be on the
face of the Bill; we should accept that clause 125
provides the framework, and we then need to deal with
the regulations going forward.

In the time remaining, I will try to address the points
about guidance and see if I can assess that in a particular
way. Briefly, it is entirely right that people should be
supportive of the good work that Pension Wise has
done. Demand for the service has grown year on year
since we launched it in 2015. The service delivered

205,642 transactions in 2019-20, which was a combination
of face to face, telephone and online—more than triple
the sessions in the first year of operation—and has had
10 million visits to the website since 2015.

I would push back on the argument for new clause 10,
which is that there is no previous engagement. The
DWP’s work should also be seen in the context of the
work that the FCA does. There is already a multitude of
interventions at an earlier stage. Within two months of
their 50th birthdays, members receive a single-page
summary document that points to the pensions guidance,
as required under the Financial Services and Markets
Act 2000. Wake-up packs, which were developed in
association with all of industry and the interested bodies
and are a requirement of the 2000 Act, are received at
the age of 55. They include the single page summary
document and they point specifically to pensions guidance.

At a later stage, as the individual gets closer to
accessing their pension savings and enters the drawdown
phase in contract-based pensions, the FCA investment
pathway requires that they be presented with four options
as to how they want to use their drawdown pot, so it is
not the case that there is no engagement prior to the
drawdown. That is proposed by the FCA policy statement,
which will come into force in 2021.

Although I fully accept that I should be pressed on
DWP guidance, the FCA policy statement will come
into force in 2021, and, between now and Report,
detailed explanation of what that statement entails should
be provided to the right hon. Member for East Ham. If
it has not been provided to the Select Committee as part
of its inquiries on scams, that is a lacunae that needs to
be addressed, because it seeks to ensure that all arms of
government are working together. The FCA policy
statement, and the incoming changes, will definitely
make a difference.

Briefly, on the stronger nudge towards guidance, which
arose from the Financial Guidance and Claims Act
2018, it is fair to say that where there is transfer from
one scheme to another to continue to accumulate and
no risk is identified, the transfer can be acted on in
accordance with the current requirements. Where a risk
is identified, the member must be notified that they will
be required to prove that they have taken information
or guidance before the transfer can proceed. That is the
appropriate effect of what we are legislating for in
clause 125 and in the Bill.

Where there is transfer from one scheme to another
to access pension freedom with no risk identified, there
is the nudge towards guidance and the member is notified
that they will need to prove that they have taken guidance
or opted out. Where a risk is identified, the points that
we have gone through on clause 125 and the prevention
of scams come into play. The member must be notified
that they are required to prove that they have taken
information or guidance, and the amended requirements
under clause 125 continue to apply.

There is a graded system depending on the identification
of risk to the individual trustees as they proceed. In
addition, work has been done to prevent pensions cold
calling, and there has been a tightening of the rules to
prevent fraud of registered pension schemes. I accept
that more needs to be done to bring various departments
together. I know that the Select Committee has looked
at this area, assessing whether Project Bloom, the multi-
agency partnership, and the ScamSmart campaign, are
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working sufficiently well, and that is something that I
have undertaken to improve. The regulator’s evidence to
the Select Committee on that exact point argued that a
much more beefed-up effort was needed to bring all
those particular parties together. Yes, the two arms of
government need to work better together, and I hope
I have explained how we are doing, but we also need
much greater interdepartmental and interorganisational
co-operation.

Finally, there has been criticism. I will not go into
detail about whether the stronger nudge is a good
behavioural insight trial. I support what has been done,
but that is a matter of ongoing regulation as well. The
appropriate approach would be that we work with the
Select Committee on making that as effective as possible
on an ongoing basis. I invite the right hon. Gentleman
to withdraw his amendment.

Stephen Timms: I am grateful to the Minister and to
everyone who has taken part in this debate. I welcome a
lot of what he has said. On guidance, he told us that the
FCA writes to everyone at age 50, but it seems to me
that what it should do is say, “Your appointment with
Pension Wise is at the following time and place”, taking
advantage of that opportunity to increase significantly
the likelihood of the guidance being taken. I am grateful
to him, however, for saying that further information will
come forward before Report and that the discussions
and deliberations on the four amendments will also
carry on between now and Report. At this stage, therefore,
I do not propose to press any of the amendments to a
vote.

Seema Malhotra: I want to make a few comments. I
appreciate the exchange between the Minister and my
right hon. Friend the Member for East Ham. I recognise
the complexity of the different regulators that the Minister
alluded to, and the need to join things up. From a
consumer perspective, it is very important to join up
different regulators, because it is difficult and confusing
for individual consumers or citizens to deal with multiple
regulators on different issues. Invariably, we end up
with multi-year battles that are exhausting for them and
their families. Therefore, ensuring that we have stronger
remedies in place is critical to reduce some of the risk.

I support my right hon. Friend and appreciate Minister’s
comments about not carving out FCA-regulated schemes
that still pose a risk for those at risk of scams. The
Minister has mentioned further regulations to come
and that the exchange between him and my right hon.
Friend the Chair of the Select Committee has been
placed in the House of Commons Library—it will be
important to review that—but the test will be the extent
of the improvements to the system and of the tightening
of protections. Those who are vulnerable to pension
scammers are at serious risk, and gaps in regulation
increase their vulnerability. It is not a harm-neutral
situation. This is a uniquely difficult time, and it is a sad
fact of the pensions world that there are people who
seek to capitalise on that.

The hon. Member for Airdrie and Shotts also made
some important comments. I want to lend our support,
but we also need to keep this under review as we debate

the regulations. We support the amendments, although
my right hon. Friend the Member for East Ham has
chosen not to proceed with them at this stage. They
propose a sensible set of measures to counteract the
risks that people, particularly those who are especially
vulnerable, face right now.

Amendments 21 to 24 could play a part in future
stages of the Bill. They would strengthen the protections
to prevent individuals from transferring their pensions
into scam schemes. We also welcome that the amendments
have been tabled on a cross-party basis by members of
the Work and Pensions Committee. It would be helpful
to see how quickly those concerns move on to the
Minister’s radar, and his imperative to act on them. We
welcome both the ongoing dialogue with the Chair of
the Select Committee and the proposed route map for
addressing the issues under existing powers, which we
hope will dramatically increase protection against scammers.

New clause 10 is intended to protect people from
scams by auto-enrolling pension scheme members in
pensions guidance appointments. That principle is extremely
important, and the arguments for a much-needed source
of information and impartial advice were well made.
That would empower individuals to make good pensions
decisions, and through that empowerment they would
be more resistant to scammers.

We strongly support the intentions of new clause 10
and amendments 21 to 24, tabled by my right hon.
Friend the Member for East Ham. I congratulate him
on his Select Committee’s work on this crucial issue,
which is a serious matter and could become more so for
all our constituents. It is important to have the right
protections to give savers greater confidence, particularly
with continued pension scheme reform. I urge the Minister
to act speedily to ensure that the arms of government
that he talked about continue to work closely. I am sure
that we can encourage and support him, on a cross-party
basis, to move that along more quickly.

I would like to acknowledge the work of Pension
Wise and Citizens Advice, and the services that they
provide. There will, I hope, be ways—perhaps through
what we can do here—to raise awareness of the services
that those organisations offer, and, importantly, of pre-
emptively encouraging people to get advice in what is a
difficult area. We all fall prey to that: when something is
incredibly confusing, as my right hon. Friend said, it
gets put at the bottom of the pile, often until it is too
late. These protections will go a long way to giving more
people, particularly younger generations, the confidence
to save and save early, which makes a difference.

Stephen Timms: I beg to ask leave to withdraw the
amendment.

Amendment, by leave, withdrawn.

Ordered, That further consideration be now adjourned.
—(James Morris.)

1.3 pm

Adjourned till this day at Two o’clock.
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Public Bill Committee

Thursday 5 November 2020

(Afternoon)

[MR LAURENCE ROBERTSON in the Chair]

Pension Schemes Bill [Lords]

2 pm

The Chair: I will just remind Members about social
distancing, and that Hansard colleagues would be
grateful if Members emailed their speaking notes to
hansardnotes@parliament.uk.

Clauses 125 to 129 ordered to stand part of the Bill.

Schedule 11 agreed to.

Clauses 130 and 131 ordered to stand part of the Bill.

Clause 132

SHORT TITLE

Amendment made: 10, in clause 132, page 125,
line 17, leave out subsection (2).—(Guy Opperman.)

This amendment would remove the privilege amendment inserted by the
Lords.

Clause 132, as amended, ordered to stand part of the
Bill.

The Chair: I understand that there is an agreement
that all the remaining new clauses should be debated
together. Is that correct? [HON. MEMBERS: “Yes.”]

New Clause 1

AUTO-ENROLMENT

“(1) The Pensions Act 2008 is amended as follows—

(a) in section 3, in subsection (1)(a) leave out ‘22’ and
insert ‘18’;

(b) in section 13, leave out subsection (1)(a).

(2) The Secretary of State shall, not later than two months
after the day on which this Act is passed, lay before Parliament a
statement containing a timetable for the implementation of these
changes.”—(Neil Gray.)

This new clause would lower the age threshold for auto-enrolment from
22 to 18, and remove the lower limit of the “qualifying earnings” band,
so that contributions are payable from the first pound earned. It would
also require the Secretary of State to lay before Parliament a timetable
for implementing these changes.

Brought up, and read the First time.

Neil Gray (Airdrie and Shotts) (SNP): I beg to move,
That the clause be read a Second time.

The Chair: With this it will be convenient to discuss
the following:

New clause 2—Pensions Advisory Commission—

“(1) The Pensions Regulator shall establish a committee to be
known as the Pensions Advisory Commission.

(2) The Commission shall consist of—

(a) members of the Regulator as provided under section
2(1) of the Pensions Act 2004, and

(b) five other persons appointed by Her Majesty on the
recommendation of the Secretary of State.

(3) A person appointed under subsection (2)(b) shall exercise
only functions in pursuance of the duties in subsections (5)
and (6).

(4) The Commission shall be chaired by a person appointed
under subsection (2)(b).

(5) It shall be the duty of the Pensions Advisory Commission
to submit to the Secretary of State each calendar year, beginning
with the year 2022, a report setting out the Commission‘s views
on—

(a) the impact of provisions in Parts 1, 2 and 4 of this Act
on—

(i) persons in different parts and regions of the United
Kingdom,

(ii) equal treatment of men and women in access to
pension provision, and

(iii) persons with a protected characteristic under
section 4 of the Equality Act 2010; and

(b) the effectiveness of the powers in Parts 1 to 3 of this
Act in enabling the Pensions Regulator to achieve its
objectives under section 5 of the Pensions Act 2004.

(6) It shall also be the duty of the Commission to report to the
Secretary of State by 31 October 2021 its views on when
commercial operators should be able to enter the market for
provision of a pensions dashboard service.

(7) The Secretary of State must lay before Parliament a copy of
every report received from the Commission under this section.”

New clause 3—Employer debt: trustees’ discretion—

“The following changes are made to the Occupational Pension
Schemes (Employer Debt) Regulations 2005 (SI 2005/678)—

‘(1) In regulation 2, in the definition of ‘scheme apportionment
arrangement’—

(a) in sub-paragraph (f)(ii), after ‘apply’, insert ‘but not if
the circumstances in paragraph (h) apply’;

(b) at end, insert—

‘(h) the consent of the remaining employer or employers
shall not be required under (f)(ii) above where all
of the following conditions apply—

(i) the departing employer’s debt was treated as
becoming due prior to the coming into force
of this provision; and

(ii) the departing employer’s debt was less than
0.5% of the scheme’s overall liabilities, as estimated
by the trustees or managers on advice of the
scheme actuary, as if the whole scheme had
been winding-up at the time the debt was treated
as becoming due, and

(iii) the employer in question was operating as an
unincorporated business during his participation
in the scheme, and

(iv) the trustees or managers consider that, in the
context of the scheme overall, it would not be
in the scheme’s interests to seek recovery of
the employer’s liability share from the departing
employer.’

(2) In regulation 9, after paragraph (14B), insert the following
new paragraph—

‘(14C) Condition L is that a debt was treated as becoming due
from him under section 75 of the 1995 Act but is excluded under
this Condition because—

(a) the employer’s debt was treated as becoming due prior
to this Condition coming into force; and

(b) the employer’s debt was less than 0.5% of the scheme’s
overall liabilities, as estimated by the trustees or
managers on advice of the scheme actuary, as if the
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whole scheme had been winding-up at the time the
debt was treated as becoming due, and

(c) the employer in question was operating as an
unincorporated business during his participation in
the scheme, and

(d) at or before the applicable time, the trustees or
managers have made a determination not to pursue
the debt on the grounds that, in the context of the
scheme overall, seeking recovery represented a
disproportionate cost to the scheme.’”

This new clause is intended to enable pension scheme trustees to
exercise discretion not to pursue employer debt (“section 75 debt”)
following an employer’s exit from a pension scheme where such debt is
below a de minimis threshold. This aims to support unincorporated
employers who are now retired for business and for whom there are no
easements within the current regulation.

New clause 4—Employer debt: deferred debt
arrangement—

“The following changes are made to the Occupational Pension
Schemes (Employer Debt) Regulations 2005 (SI 2005/678)—

(1) In regulation 6F—

(a) in paragraph (1), leave out ‘A’ and insert ‘Subject to the
provisions of paragraph (8) below, a’;

(b) at end, insert—

‘(8) In relation to a frozen scheme, the trustees or
managers of the scheme may agree to a deferred
debt arrangement where the employment-cessation
event occurred at a time prior to the scheme
becoming a frozen scheme, providing the conditions
of paragraph (3) are met at the time the deferred
debt arrangement is entered into.’”

This new clause would permit employers in a pension scheme closed to
future accrual to apply for a deferred debt arrangement, providing they
meet the other statutory tests. This aims to support employers who are
still trading but were not able to use the existing deferred debt
easement.

New clause 5—Review of automatic enrolment—

“(1) The Secretary of State must, by regulations made by
statutory instrument, make any amendment to, or repeal or
revoke any provision of, this Act, the Pensions Act 2008 or any
other primary or secondary legislation in order to implement the
recommendations of the Automatic Enrolment Review 2017.

(2) Any regulations made under subsection (1) must be laid
before Parliament within six months of the day on Royal Assent
is given to this Act.

(3) No regulations shall be made under subsection (1) unless a
draft of the regulations has been laid before, and approved by, a
resolution of both Houses of Parliament.

(4) Before the end of a period of two years from the day on
which Royal Assent is given to this Act, the Secretary of State
must lay before Parliament the report of a further review of the
operation of automatic enrolment.

(5) The report under subsection (4) must make a
recommendation as to whether the Government should bring
forward further legislation to implement the findings of the
review.”

This new clause would require the Secretary of State to implement the
recommendations of the Automatic Enrolment Review 2017 and
require a further review of automatic enrolment within two years.

New clause 6—Occupational pension schemes: review
of support—

“(1) The Secretary of State shall undertake a review of the
level of support available under the Financial Assistance Scheme
to any member of an occupational pension scheme which is a
qualifying pension scheme under Regulation 9 of the Financial
Assistance Scheme Regulations 2005 (S.I., 2005, No 1986),
regardless of whether the employer in relation to that scheme was
solvent or insolvent.

(2) The Secretary of State shall lay the review before Parliament
no later than—

(a) the day which is six months from the day on which this
Act receives Royal Assent, or

(b) if neither House of Parliament sits on the day specified
in (a), the first day on which either House sits after
that day.”

This new clause would require the Secretary of State to carry out a
review of the support available to Financial Assistance Scheme
qualifying members, including the former ASW steelworkers.

New clause 7—Regulation of pension superfunds—

“(1) The Secretary of State shall publish a statement on proposals
for primary legislation in relation to a duty on the Pensions
Regulator to regulate pension superfunds.

(2) For the purposes of this section, a pension superfund is a
defined benefit pension scheme that allows for the severance of
an employer’s liability towards a defined benefit scheme and one
of the following conditions applies—

(a) the scheme employer is replaced by a special purpose
vehicle (SPV) employer, or

(b) the liability of the employer to fund the scheme’s
liabilities is replaced by an employer backed with a
capital injection to a capital buffer.

(3) The statement under subsection (1) shall be laid before
Parliament before the end of a period of six months from the day
on which this Act receives Royal Assent.”

This new clause would require the Secretary of State to publish within
six months of Royal Assent proposals for primary legislation to place a
duty on the Pensions Regulator to regulate pension superfunds.

New clause 8—Trustees’ voting rights and engagement
activities: publication of information—

“(1) Schedule 18 to the Pensions Act 2014 is amended as
follows.

(2) After paragraph 2, insert—

‘2A The Secretary of State may by regulations make provision
requiring the publication of information about—

(a) the exercise of the rights (including voting rights)
attaching to the investments of the scheme, by or on
behalf of, the trustees of the scheme; and

(b) engagement activities undertaken by or in respect of
the investments, by or on behalf of, the trustees of
the scheme’”

(3) In paragraph 3, omit “1 or 2” wherever it appears and
insert in its place ‘1, 2 or 2A’.”

This new clause would give the Secretary of State the power to create
regulations requiring pension schemes to publish information about how
voting and other engagement activities have been carried out.

New clause 9—Duty to publish information on the
statement of investment principles—

“(1) The Pensions Act 2004 is amended as follows.

(2) In section 244, at end insert—

‘(8) The most recent version of the scheme statement of
investment principles must be made available to the Pensions
Regulator for publication every three years.’”

This new clause is to ensure all scheme SIPs are made available to
TPR.

New clause 11—Pension accounts—

“(1) A jobholder to whom section 3 of the Pensions Act 2008
applies may by notice require an employer to arrange for the
jobholder to receive into a pension account any contribution
which would otherwise be made by the employer into an
automatic enrolment scheme.

(2) A contribution by a jobholder or by their employer into the
jobholder’s pension account shall be invested in a pension
scheme offered by an approved pension provider.

(3) The Secretary of State may by regulations make provision—

(a) about the form and content of a notice given under
subsection (1), or

(b) about the arrangements that the employer is required
to make.
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(4) The Secretary of State may make regulations to set criteria
by which a pension provider may be approved for the purposes of
subsection (2).

(5) Regulations under this section shall be made by statutory
instrument and may not be made unless a draft of the instrument
has been laid before and approved by a resolution of each House
of Parliament.”

New clause 12—Duty to state how non-financial factors
are taken into account—

“(1) The Occupational Pension Schemes (Investment)
Regulations 2005 are amended as follows.

(2) In sub-paragraph (3)(b) of regulation 2 (statement of
investment principles), leave out sub-sub-paragraph (vii) and
insert—

‘(vii) how non-financial factors are taken into account in
the selection, retention and realisation of investments’.”

This new clause would create a duty in the OPSR 2005 for schemes to
state how non-financial factors such as beneficiaries’ views are
considered in the development of investment policies, replacing the
existing duty to state “the extent (if at all) to which” such factors are
taken into account.

Neil Gray: It is good to see you back in the Chair,
Mr Robertson. I wish to speak to the remaining clauses
that stand in the name of the Scottish National party,
and to support those tabled by other Members as part
of this group. My hon. Friend the Member for Gordon
will speak to proposed new clauses 3 and 4.

As we have repeatedly said, we are fully supportive of
automatic enrolment. We think it has been a big success
in getting people saving for their retirement who otherwise
would not have, and it does so earlier, which has a
compound impact on those people’s ability to save for a
dignified retirement. That said, there are issues, some
unintended and others relating to the speed of roll-out,
that we wish to see addressed. Our new clauses in this
group build on the success of automatic enrolment by
seeking to expand eligibility to those who were left out
earlier and to address issues related to small or micro-sized
pension pots.

This Bill is a clear opportunity to address inadequate
lifetime savings and inequalities such as the gender
pension gap by building on the successes of automatic
enrolment. While we wholeheartedly support the premise,
far too many have been left behind and still cannot
benefit from this important measure, so we want to see
the UK Government remove the lower earnings limit
and the lower age limit well before the mid-2020s, so
that contributions are payable from the first pound
earned at the earliest opportunity for savers. We also
want to see the Government have much greater ambition
in raising contributions beyond 8%, but we understand,
in deliberations with the excellent Clerks to the Committee,
that that is not within the scope of this particular Bill.

Our amendment would lower the age threshold for
auto-enrolment from 22 to 18 and remove the lower
limit of the qualifying earnings band so that contributions
are payable from the first pound earned. While we
welcome the Pensions Minister’s commitment on Second
Reading that the UK Government have set a mid-2020s
timetable to implement these changes, our new clause
would require the Secretary of State to lay this timetable
before Parliament. Automatic enrolment should be available
to those currently left out at the earliest opportunity.
The UK Government need to be accountable to Parliament
in implementing these changes to prevent further delays.

As women disproportionately populate low-income
and part-time jobs, they would disproportionately benefit
from the Government’s getting on with reaching more
people with auto-enrolment. Similarly, by removing the
qualifying earnings band, low-income workers, who
otherwise have little prospect of having a decent private
pension, will also benefit. We additionally support Labour’s
new clause, which would require the Secretary of State
to implement the recommendations of the automatic
enrolment review and require a further review of automatic
enrolment within two years. That would do a similar
job to our new clause 1 and would keep the pressure on
Ministers to be far more ambitious. Why wait? We know
and have trumpeted the benefits of auto-enrolment as
enthusiastically as the Minister himself. Why wait for
women and low-income workers to benefit?

As I alluded to earlier in the Committee’s deliberations,
we also recognise that an unintended consequence of
auto-enrolment is the increasing number of people who
move jobs frequently, such as agency workers, and therefore
build up a number of small or micro-sized pension pots.
Some of those pots might be small as £50 or £100, in
which case hard-earned savings could be quickly wiped
away by charges, fees and levies.

The Pensions Policy Institute reports that the number
of deferred pension pots in the UK defined-contribution
master trust market is likely to rise from 8 million in
2020 to around 27 million in 2035, but member charges
often erode small deferred member pots over time and
small pots can be uneconomic for providers to manage.
Extra management charges and costs may eventually be
passed on to members through increased charges, and
financial instability in master trust schemes arising from
too many small ports could, in extreme circumstances,
result in trustees’ triggering an event to wind up the
scheme.

Our new clause 11 proposes a solution to that by
providing for individual pension accounts for people to
invest in their own schemes with DC providers. Where
someone has earned from more than one employer,
rather than having multiple employers make contributions
to different schemes on behalf of the worker, the worker
could set up an account with a provider and request
that their employer allocate their auto-enrolment
contributions to that account. That would stop their
multiple plots being eaten into by charges and give
greater control to the person in whose name the investments
are actually being made.

We hope that the Government review pushed for by
the Select Committee on Work and Pensions will come
up with an answer, not just to the problem of charges
that we had an opportunity to address earlier in this
Committee, but also with regard to micro-sized pots.
This could be an answer, and we look forward to
hearing the Minister’s considered perspective.

I briefly referred earlier to our new clause 2, which
would see a commission established to cover the terms
of this Bill. Hon. Members will know, as they have
heard it long enough from SNP parliamentarians, that
we support the establishment of an independent standing
pensions and savings commission. At another time,
when the Minister did not have a majority behind him,
he may have looked at versions of some of our suggestions
throughout the Bill. We are in a different place, and
reasonable cross-party amendments put forward to support
stakeholders across the market are being voted down.
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We reiterate our call for the establishment of an independent
pensions and savings commission to look holistically at
pension reform, focus on existing inequalities and pave
the way for a fair universal pension system.

The entire pension landscape is in need of fundamental
reform, particularly given the pressing need to review
and enhance automatic enrolment. We ask that the
commission start its work by reviewing parts 1, 2 and 4
of the Bill and their impact on different parts of the
UK, equal treatment of men and women, and persons
with protected characteristics—that is where our attention
is focused in new clause 2—and when commercial
dashboards should enter the market. That would be the
responsible way to take these issues forward.

As I said earlier, time is the wisest counsellor of all,
and by taking the time on commercial dashboards, the
Minister could consult and take stock with independent
experts to ensure that they work for all. We want to see
the Money and Pensions Service dashboard as quickly
as possible. The Minister seemed to suggest the other
day, when we said he needed to take time, that we
wanted him to slow down the MaPS dashboard, but
that is just not true. The success of the MaPS dashboard
is not dependent on commercial dashboards entering
the market or arriving at the same time—quite the
contrary, unless there has been a deal done or a quid
pro quo whereby commercial providers are incentivised
to provide their data for the MaPS dashboard in return
for them being allowed to develop their own commercial
dashboards independently and immediately.

New clause 2 would allow us to take the time to
ensure that people are protected. That would ensure
that we get it right, and would bring people in on a
cross-party basis. That is how the best policy is developed.

Ms Karen Buck (Westminster North) (Lab): It is a
pleasure to conclude our consideration of the Bill under
your chairmanship, Mr Robertson. As the Committee
has agreed, I will make a short contribution on new
clauses 5, 6, 7 and 8. New clause 5 is on the theme of
auto-enrolment, and I will echo a number of the comments
of the hon. Member for Airdrie and Shotts. The new
clause would require the Secretary of State to implement
the recommendation of the 2017 auto-enrolment review
and conduct a further review three years on.

It is a source of great pride that the previous Labour
Government introduced auto-enrolment, which transformed
the pensions landscape and reversed a long-term decline
in pension savings. We now have 10 million more people
saving into a pension at work. The policy is widely
agreed to have been a success and is praised on both
sides of the House. It is a model of good policy making,
rooted in consensus.

However, it is always essential to keep such schemes
under constant review and develop them if they are to
keep pace with changing patterns in the workplace. We
are therefore concerned that, even after 10 years, there
are an estimated 12 million people under-saving for
retirement. To look at the reasons for that and potential
solutions, it was welcome that the Government
commissioned a review of the policy in 2017. The review
found that:

“Current saving levels risk a significant proportion of the
working-age population not meeting their retirement expectations.
In addition the current structure of automatic enrolment means
there are gaps in coverage, in particular for those in low paid
part-time jobs and younger workers”.

The review made two recommendations: that the age
threshold for auto-enrolment be lowered from 22 to 18,
and that the lower limit of the qualifying earnings band
be removed so that contributions are payable from the
first pound earned by an employee. They are yet to be
implemented, so I would welcome some indication from
the Minister as to whether he has a timetable in mind
for these significant changes.

There is also the question of contribution rates and
whether it will ultimately be necessary for them to be
increased to ensure that individuals have adequate savings
for their retirement. The 2017 review noted that the
contributions of 8% are unlikely to give individuals the
retirement to which they aspire. As my hon. Friend the
Member for Birmingham, Erdington (Jack Dromey)
said,

“8% cannot be the summit of our ambition.”—[Official Report,
4 May 2020; Vol. 675, c. 471.]

I would welcome the Minister’s comments on what
further work he hopes to do on contribution rates and
when he will bring the matter forward to the House.

2.15 pm

New clause 6 seeks a review of support for the Allied
Steel and Wire pensioners. The plight of the pensioners
in that fund is desperate. ASW Ltd was put into receivership
in July 2002 and placed in insolvent liquidation in April
2003. The two pension schemes covering the workers—the
ASW pension plan and the ASW Sheerness Steel group
pension fund—wound up underfunded.

The two schemes are in the financial assistance scheme.
Although the workers were assured that they would
receive approximately 90% of their expected pensions,
the FAS simply has not delivered for them. Former
ASW steelworkers have told us how, because of the
limited maximum payment, limited indexation and no
backdating of payments prior to 2005, many members
are receiving considerably less than 90% of their expected
pensions incomes, with some receiving only 40% or
50% of what they had hoped for.

The consequence is that many of those individuals
worked for decades, paying 100% of their pension
contributions, only to find many years later that they
would receive half of what they were entitled to. Despite
their campaigning leading to legal changes that protected
the retirement funds of many other members of wound-up
schemes, their situation remains unresolved. We applaud
them for their committed and effective campaigning
efforts, but it is not right that they have had to fight for
their full pensions for almost 20 years. Tragically, some
have now died before getting the retirement income that
should have been theirs to begin with.

In the light of that sad situation, we make two
requests of the Pensions Minister. Will he confirm that
he will meet with the former ASW steelworkers, who
have been campaigning for 18 years for pensions justice,
and will he engage with the intensely difficult situation
they find themselves in and work cross-party to find a
solution?

New clause 7 would oblige the Secretary of State to
bring forward legislation for the regulation of pension
superfunds. As my hon. Friend the Member for Stalybridge
and Hyde (Jonathan Reynolds) noted on Second Reading,
we were rather surprised to see that the Bill was entirely
silent on the creation of pension superfunds. It is potentially
an extremely significant development, as I know the
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Minister recognises, and we do not believe it is appropriate
for the Government to leave it in the hands of the Pensions
Regulator to rule on this matter.

An interim regime is not enough. We need proper
regulations that have been subjected to Parliamentary
scrutiny. The Minister said on Second Reading that
“the Government do need to address it in due course”. —[Official
Report, 7 October 2020; Vol. 681, c. 959-60.]

Is he now in a position to give us further detail? The
Government knew of the concerns that we have raised,
and concerns have also been expressed by the Governor
of the Bank of England and many people in the industry.
The Minister has previously accepted that superfunds,
as a new market, come with risks, particularly as they
will hold large amounts of assets in one vehicle.

We do not understand why measures to regulate
superfunds are not in the Bill, and are left to be dealt
with “in due course” on such an unspecified timescale.
We would be grateful for the Minister’s comments on
when he intends to bring forward regulations of the type
proposed in Labour’s amendment, and what is currently
delaying the process.

Finally, new clause 8 deals with transparency, an
issue that will be addressed by my right hon. Friend the
Member for East Ham. New clause 8 would give the
Secretary of State the power to create regulations requiring
pension schemes to publish information about how
voting and other engagement activities have been carried
out by their trustees. It would be a big step towards
clearer, comparable voting disclosure by institutional
investors looking after other people’s money.

At the moment, asset managers are allowed to decide
which votes to disclose—any they deem “significant”—and
there is no consistent voting disclosure template in use
by the asset management sector. That renders it extremely
onerous for savers or other third parties to compare the
voting record of particular schemes against each other
in the market. It is a huge challenge even for pension
scheme trustees to see how voting has happened across
different investment funds, let alone for ordinary savers
with an interest in issues such as executive pay or
climate change objectives. Too many fail to make their
voting records easily accessible.

The hon. Member for Delyn said on Tuesday that
individuals with an interest in particular issues, such as
climate change or executive pay, would go and seek out
information themselves to inform their saving habits,
but it is clear that there are significant barriers to doing
that. The amendment would help to allow savers to make
more informed use of their pension freedoms by comparing
the voting records of particular schemes against others.
This is something the Minister should strongly support,
as it could make a significant contribution to his climate
change agenda. Will he work with us on this important
issue before Report stage?

Richard Thomson (Gordon) (SNP): It is good to see
you back in the Chair, Mr Robertson.

I rise to speak to new clauses 3 and 4, which stand in
my name and those of my hon. Friends the Members
for Airdrie and Shotts, for Perth and North Perthshire
(Pete Wishart), and for Kilmarnock and Loudoun (Alan
Brown). I should make it clear to the Minister that it is
our intention to make amendments of this nature on
Report, so we will hear with interest what he has to say
in response to the points we make today.

On Second Reading, I spoke about the impact that
section 75 of the Pensions Act 1995, which deals with
employer debt, could have on an individual employer
within a multi-employer pension scheme. I cited the
example of the Plumbing and Mechanical Services (UK)
Industry Pension Scheme, but in reality the issue could
apply to any scheme of a similar nature. I appreciate
that not all of us go to sleep at night and dream of the
implications of section 75 of the 1995 Act, so if members
of the Committee will bear with me for a moment, I will
run through them.

Section 75 sets out regulations that are intended to
deal with deficiencies in assets in pension schemes;
those regulations have evolved and been amended since
they were first introduced in the 1995 Act. The key
change came into force in September 2005: any employer
who left a scheme or prompted a trigger event, such as
retiring or moving from being a sole trader to a partnership
or a limited company, was required to pay a section 75
debt. That debt is calculated on a buy-out basis, which
assumes that the whole scheme is being bought out by
an insurance company, so it is a very expensive way of
valuing a pension scheme. Also, part of that buy-out
debt comprises the orphan liabilities of past employers,
who may have become insolvent or left the scheme
before 2005 but did not pay their own section 75 debts,
so not only is the scheme being valued generously, but
those who remain in it are left to pick up the debt of
others who have been able to leave it without that
burden being placed upon them.

In the case that I raised, the scheme trustees for the
Plumbing and Mechanical Services (UK) Industry Pension
Scheme estimate that some 60% or £1.3 billion worth of
the total scheme’s liabilities are, in fact, orphan. The
trustees did not apply the section 75 debt when the
provision was introduced in 2005, saying that, because
of the nature of the scheme, it would have been impossible
to do so. During that period, they lobbied Government
to change the legislation, but the employers were unaware
that the legislation was not being applied or indeed that
any debts were even due until spring 2016, when they
became aware of that situation.

I am given to understand that that has had some
pretty serious consequences for the plumbers who have
since retired and who have triggered the section 75 debt.
It particularly affects a small group of around 30 retired
plumbers aged between their late 60s and early 90s, who
retired between 2005 and 2016. Some easements were
introduced to the section 75 legislation over that period,
but none of them apply to this small group, because the
trustees did not advise them. I am told that they had a
section 75 debt until 2018, and onwards.

The individual debts that I am talking about here
have a wide range—up to £1.2 million, but with the
majority being in the region of about £700,000. Such
debts are totally unaffordable for this group, who were
unincorporated sole traders for the most part. Naturally,
they and their families are absolutely beside themselves
with worry about this situation. If the debt is pursued,
as legally it must be, it could lead to their bankruptcy
and the repossession of their homes, all in pursuit of
assets that, even if they are realised, would still fail to
repay the outstanding debt.

As I say, there have been some easements. Deferred
debt arrangements were introduced in April 2018 as a
statutory easement, to allow an employer who had
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triggered the section 75 debt simply to defer debt but
retain a liability to the scheme. That has allowed employers
to continue to trade without facing possible insolvency,
dependent on the size of the debt, and it allows employers
to continue supporting the scheme. However, this scheme
closed to benefit accrual in June 2019. Employers who
triggered section 75 before the closure of the scheme,
and who continue to trade, are not able to use that
easement, as it is only available while a scheme is still
open. That is one of the proposals in the new clauses.

The second proposal is to amend legislation to allow
the application of a deferred debt arrangement in a
closed scheme environment. New clause 3 gives flexibility
to waive a debt in certain circumstances, as set out in
the clause, where the debt is below a de minimis level;
0.5% for the fund value is suggested, bearing in mind
that is a reasonable valuation of the fund and of buying
it out on a commercial basis. However, new clause 4
would extend the availability of existing deferred debt
arrangements for employers who are still trading, but who
do not qualify to use the existing easement at present.

Hopefully we all understand the purpose of section 75,
but the obligation to apply it in this case is causing
untold misery to groups of small employers who have
never sought to do anything other than the right thing
by those in their employ. I struggle to believe anyone
would have deliberately written that legislation or set up
and operated the scheme in such a way to engender this
kind of outcome. New clauses 3 and 4 would allow the
Minister to resolve this issue mathematically, without
undermining the important role that section 75 plays in
safeguarding the funding of pension schemes. It is our
intention to return to this issue on Report, but I would
be grateful for the Minister’s observations on how we
might tackle this. If we are not to tackle it in this way, in
what way—if any—can the Minister envisage it being
addressed in the future?

Stephen Timms (East Ham) (Lab): It is a pleasure to
serve under your chairmanship, Mr Robertson. I am
very interested by the points raised so far; I am particularly
interested—as many others are—in what the Minister
has to say in response to the points raised by the hon.
Member for Airdrie and Shotts and my hon. Friend the
Member for Westminster North about auto-enrolment
and where we are going on that.

I will speak to new clauses 9 and 12, and I am grateful
for the briefing provided by the organisation ShareAction
on the issues raised in these new clauses. One thing I did
not need any briefing about was the fact that, 22 years
ago, I became the Pensions Minister for the first of two
terms in the role. My hon. Friend the Member for
Wallasey was a Minister in the Department at the time,
which was then called the Department of Social Security.
I picked up some work on ethical investment in pension
funds started the previous year by my predecessor in the
job, John Denham. John made quite a groundbreaking
speech on this in July 1998. He wanted a fair hearing for
ethical investment to encourage open and honest debate
on the issues it raises for the pensions world, and the
legal framework within which all pension fund investment
must be carried out. It prompted a big debate and much
discussion.

One of the officials told me he was given the task of
making John’s wish to support pension funds in adopting
ethical—although the term was changed quickly to
socially responsible—investment policies a reality. At the

time, the conventional wisdom was that pension funds
had a statutory obligation to maximise the returns on
pensions savings and were not allowed by law to take
any other considerations into account. The official told
me he went around the City looking for ideas and drew
a blank until he happened to speak to a senior member
of staff at the central finance board of the Methodist
Church, who explained how they had been applying
ethical principles to their investment strategy for years.
One weekend, I remember thinking about all of this,
and the official put a copy of a speech—or rather, a
sermon—delivered by John Wesley in my red box to
help me to understand where all this was heading.

2.30 pm

The insight from that conversation with the central
finance board of the Methodist Church led to regulations
which I introduced in June 1999, and which paved the
way for lots of developments since, including the welcome
ones in clause 124. The Occupational Pension Schemes
(Investment, and Assignment, Forfeiture, Bankruptcy
etc.) Amendment Regulations 1999 contained a regulation
headed “Additional content of statement of investment
principles”, which refers to

“other matters on which trustees must state their policy in their
statement of investment principles”.

There are two such matters: one is the

“exercise of the rights (including voting rights) attaching to
investments”—

picked up in the new clause that my hon. Friend the
Member for Westminster North just spoke to—and the
other, the first, is

“the extent (if at all) to which social, environmental or ethical
considerations are taken into account in the selection, retention
and realisation of investments”.

That was the first time that those issues were put into
the statute book in relation to pension funds. The
wording was carried over to the Occupational Pension
Schemes (Investment) Regulations 2005, which is the
measure the new clause would amend.

Well before that, pension schemes had been legally
required to publish a statement of investment principles.
The argument of the new clause is that the Department
for Work and Pensions and the Pensions Regulator
should create a central repository for such statements,
so that savers can access them and compare the investment
policies of their scheme with others. The modern slavery
registry could serve as a model.

A recent report by the UK Sustainable Investment
and Finance Association, which under its former name
was involved in the discussions I had in 1999, found that
two thirds of schemes were not compliant with their
legal duty to publish their statement of investment
principles. The new clause would therefore create a
requirement for trustees to send a copy of the latest version
of their SIP to the Pensions Regulator for publication.
TPR would also create and maintain a public repository
of SIPs. The Minister in the other place, responding to
a debate on the issue, indicated that the Government
were looking to create a SIP repository. I hope that the
Minister will be able to confirm that for us this afternoon,
and perhaps indicate when he expects it to be available
for the public.

New clause 12 is a straightforward modification of
the words I read out from the Occupational Pension
Schemes (Investment) Regulations 2005. The regulations
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state that each scheme’s statement of investment principles
should be updated at least every three years, and set out
seven areas in which policy should be spelt out in the
statement of investment principles. The last of those
areas, the seventh, is the one that I read earlier—

“the extent (if at all) to which”

non-financial matters

“are taken into account in the selection, retention and realisation
of investments”.

The new clause simply replaces

“the extent (if at all) to which”,

with “how”, so increasing the presumption that non-
financial matters should be taken into account.

The principal aim of new clause 12, as indicated in
the explanatory statement, is that the views of scheme
members should be among the non-financial matters
taken into account. Research into people’s views on
sustainable investment published last September by the
Department for International Development, shortly before
its regrettable abolition, found that more than two
thirds of UK savers would like their investments to be
responsible and to have a positive impact. However, few
pension schemes routinely seek to understand their
members’views and even fewer go on to design investment
strategies that match their members’ preferences and
hopes.

How best to solicit members’ interests and views
would depend on the size and resources of a scheme. It
could be simply offering the opportunity to comment
on a draft investment policy, or it could be a survey or
focus groups to help develop policies to reflect members’
priorities and interests. Scheme decision makers would
not be bound by the result of consultation with members,
but the findings would inform the decisions they make.

Strong and emerging evidence shows that asking
members for their views on environmental, social and
governance issues can help to increase engagement with
pension saving, building a sense of ownership and
potentially driving up savers’ contribution levels. Half
of those surveyed in the DFID research said that they
would save more if they knew that their savings and
investments would make a positive difference in the
world. Those are important opportunities, and I hope
the Minister agrees that we ought to take advantage
of them.

The Parliamentary Under-Secretary of State for Work
and Pensions (Guy Opperman): It is a pleasure to serve
under your chairmanship, Mr Robertson. I am beginning
to regret agreeing to address 11 separate new clauses at
once—it seemed like a great idea before lunchtime.
Given the multitude of speeches I have heard and the
multitude of notes to which I have to refer, I am sure
that the next 15 minutes will be entertaining. Here goes.
I will try to address the new clauses in sequential order
to assist colleagues in their understanding, and at least
then my notes will prove relatively useful.

On new clauses 1 and 5, the former Secretary of
State, David Gauke—he is much missed in this place—set
out provisions for the automatic enrolment review to be
enacted by this and future Governments. There is a
cross-party approach, particularly on automatic enrolment,
that was started by the Labour Government, continued
by the coalition Government and brought forward on
an ongoing basis by the Conservative Government. In
my view, the DWP’s single biggest achievement on

pensions in the last couple of years has been the double
jump to 8% of automatic enrolment in 2019. Opt-outs
were very low and the increase in savers has been
massive, with well over 10 million people now saving.
Savings by young people and women have increased
from approximately 40% to well above 80%.

Our thanks are due to all the businesses who provide
support on that. That goes to the heart of the issue: even
though it is a defined-contribution system, contributions
are not made purely by the individual concerned; a
3% contribution is made by businesses, with some assistance
from the Chancellor and tax rebates.

We will unquestionably implement the automatic
enrolment review, as previously stated, by the mid-2020s.
As I said earlier, my view is that there will be a further
pensions Act in this Parliament with a view to implementing
that. It will, without a shadow of a doubt, require
primary legislation both to institute the short points
necessary for automatic enrolment and to give an indication
of its direction. Primary legislation is also needed for
superfunds. I was told that CDCs would need relatively
little legislation until, after a lot of work, our 52 clauses
were drafted, but I believe that automatic enrolment
would require a relatively small Bill. However, there is
no doubt that superfunds would need a large Bill, and I
will come to that later. The mid-2020s remain our
target.

Clearly, we have to balance the current fiscal situation
and the fact that this Government, with the support of
all Members of the House, have put additional burdens
on business, whether by raising the living wage—the
rate of which has been massively increased for low-income
workers since the days of the minimum wage—or other
costs. For certain larger businesses, there is the
apprenticeship levy among other things. Unquestionably,
the Chancellor, the Prime Minister and the Secretary of
State for Work and Pensions have to look at the fiscal
framework, and they will have to decide how to do that
and whether there should be an increase above 8%.

To the question about whether we will reduce the
lower earnings threshold and raise the age groups, the
answer is yes, we will. I have made and continue to make
that point repeatedly in Parliament.

Stephen Timms: I welcome the Minister’s commitment
to legislate in this Parliament. Can he give us some
indication of when in the next four years that Bill might
be introduced? December 2024 would be rather late to
legislate for something to take effect the following year.
Will he reassure us that it will be done a little earlier
than that?

Guy Opperman: I am always nervous about saying
that the legislation will come in on this or that particular
date because—as the right hon. Gentleman will understand,
having held my current job—it is way above my pay
grade. I have been trying to get this Bill into this House
for a considerable time: well over a year, in fact. The
election got in the way of the first attempt, and clearly
other things are taking place—whether relating to covid
or other legislation.

All I can say is that we will, I hope, have time for such
legislation at some stage. It is a matter for the Prime
Minister, the Chancellor and the Cabinet, and the usual
write-around process that applies, to decide when there
will be a further piece of pensions legislation. I cannot
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be any more specific. Frankly, if I gave a date, the Whip,
my hon. Friend the Member for Halesowen and Rowley
Regis, would wrestle me down and say that it is not for
me to make Government policy and announce a specific
date.

I can only say that our intention is that what we are
discussing should take place in the mid-2020s. As we all
know, summer can be a very long month when one is
defining things in Parliament; I take the point that, if it
is to happen in the mid-2020s, legislation has to be in
order at some particular stage.

The great advantage of the Government’s review of
automatic enrolment, “Maintaining the Momentum”,
is that it sets out the procedures through which the
Government are going to proceed in terms of the lower
earnings rate and the change of age. Because of the way
payroll works and the sophistication of payroll now
that we have automatic enrolment up and running, I am
advised that the changes are relatively easy to make. I
accept that businesses will need some time, but it will
not be like the original version of automatic enrolment,
when we had to completely invent a system; this is an
expansion of a pre-existing system. The right hon.
Gentleman can remind me of that when things do not
necessarily go like a Swiss watch, but that is my confidence
on the matter. I hope that that provides assurances.

I will touch on one particular point: expansion of
8%. I endorse the comment that 8% is not sufficient—there
is common belief about that. We are looking at international
models, and Australia is the best example of the way
forward. Clearly, I hope that in the longer term we
would increase automatic enrolment, but there has to
be a balance as to who is going to contribute to that.
Will the employer have a larger role, paying more than
the 3% that they do at present? Alternatively, will it be
solely down to the individual? How can one offset that
in respect of tax rebates and other such things?

Such policy work needs to be done on an ongoing
basis and will take a little time. We have to be mindful of
the fact we are in the middle of particularly difficult
fiscal times because of covid. Imposing further burdens
on businesses has to be balanced with the desire, which
all of us have, to ensure that people have greater savings
on an ongoing basis. This is a work in progress. I do not
have any difficulty in being held to account for that:
quite right, too—I would like to make progress as well.
How we make progress is complicated.

The next amendment that the hon. Gentleman for
Airdrie and Shotts brought forward was new clause 11,
regarding automatic enrolment again. On the simple
point about small pots, I should say that the matter is
already a work in progress. I endorse so much of the
broad thrust of what the amendments are saying. I
totally endorse the principle the issue of small pots
needs to be examined. The Work and Pensions Committee,
to be fair to it, is beginning to look into that, as we
discussed earlier. We have convened at the Department.
I have asked all the industry sector and some of the
third sector people, who clearly matter in this light, to
come together and give me a report before the end of
November, on a very provisional basis, about what they
see as the key challenges and approaches going forward.

I would clearly be surprised if I were not summoned
before the Work and Pensions Committee in due course
to discuss these matters, in order to try to formulate
policy. It seems to me that there is great scope, and a

desire, to address a small problem on a long-term basis.
In my view, that has to be wrapped up with a consideration
of costs and charges as a whole. I would not want to
deal with the issue in a bite-sized piece; if I can do it,
I will attempt to do it in the round.

2.45 pm

On amendment 2, which relates to the Pensions
Commission, the hon. Member for Airdrie and Shotts
and I have debated this issue on many occasions. There
is no doubt that the Pensions Commission, which produced
the automatic enrolment review, did a great job. I will
always be grateful to it. I accept the broad principle of
having a cross-party approach. I would like to think
that I have gone to great efforts to have such an approach
on an ongoing basis, but it is not the case that the Bill
will not have ongoing scrutiny. Clearly, the CDC regime
is a subject matter for the Pensions Regulator.

In respect of part 4 of the Bill, the Money and
Pensions Service already submits an annual report to
the Secretary of State, which is then laid before Parliament.
The dashboard is subject to thorough governance
requirements and oversight, and detailed processes are
in place to ensure that the Pensions Regulator has
powers to exercise in respect of annual assurance
assessments and quarterly accountable reviews with the
chief executive. I do not discount future reviews of
some elements of the pensions system. A state pension
age review is always done, as legislated for, on an
ongoing basis. The Cridland review was the last one,
and there is legislation in place that means another one
has to take place.

I move on to new clause 6, in respect of the FAS.
Although I have great sympathy with the assertions
made by the hon. Member for Westminster North on
behalf of the ASW, it should be said that the financial
assistance scheme has been the subject of a number of
reviews throughout its existence. The level of support
available to members, and the coverage of the scheme,
has improved since its inception in response to criticism
that it was less generous than the pension protection
fund. Clearly, that dates back to in between the two
times that the right hon. Member for East Ham was the
Pensions Minister, and to the process by which the FAS
was set up.

The scheme, which was set up under the Labour
Government and has been endorsed by all Governments
since, was never intended to provide a complete replacement
for lost pensions. Rather, it was designed to ensure that,
in the event of a scheme falling into difficulty, its
members were not left with little or none of their
expected benefits. I have to make the point again: it is
also funded by taxpayers, so any changes that would
increase expenditure would need to address those issues
and the fact that it is paid for by other taxpayers,
especially in the light of this period of high economic
uncertainty—albeit that those taxpayer contributions
come via the Government. In my opinion, it would not
be appropriate to commit to a review at this challenging
time. I am happy to engage with the ASW in the future,
but I do not wish to get its hopes up about amendments
and changes being made to the FAS on an ongoing
basis.

The hon. Member for Westminster North raised the
issue of pension superfunds. I welcome her support for
the broad principle of those. I believe that the DWP has
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done two very significant things in the creation of
CDCs, which is what the Bill does, and in the interim
superfund regime. For the first time, we have alternative
products for schemes to invest in and proceed with,
whereas there was no choice previously. There was a
genuine gap in the market—either a scheme was sufficiently
funded and was able to proceed to an insurance buy-out
or in whatever way it wished to proceed, or it got into
difficulties and went into the pension protection fund.
There was no alternative or middle ground, but collective
defined contributions and superfunds provide that
alternative.

There were not many abiding successes of lockdown,
but one was the work of the pension protection fund
and TPR—I am deeply grateful to its team—in producing
the interim regime and doing a Government write-around
in the middle of lockdown in order to produce a superfunds
interim regime. If there was any doubt about it before
covid, there is now no question that superfunds are
appropriate, given the impacts of the virus. I massively
support them. I cannot give an assurance about producing
regulations and the statutory basis within the timeframe
given, but I am keen to do so.

I do not dispute that we must put this on a statutory
footing; we accept that. However, I have looked at the
process for superfund legislation, and it is definitely
complex. We will have to respond to the present
consultation, having considered the interim regime, and
I know that superfund legislation will require at least a
50-clause Bill and probably close to a 100-clause Bill.
Such legislation is not a simple undertaking; it will
require a proper piece of parliamentary and statutory
legislation that will take time.

I am afraid the timeframe envisaged by new clause 7
cannot be met, but the intent is definitely there, in the
fullness of time, to proceed by statute, subject to all the
usual provisos of requiring Government write-round
and the progress of the interim regime as suitably
monitored by the Treasury Committee and the Work and
Pensions Committee.

The hon. Member for Westminster North raised
transparency and stewardship. The Government believe
that new clause 8 is unnecessary in part because section
1,277 of the Companies Act 2006 already provides for
transparency in the exercise of voting rights. The Act
already provides the Secretary of State with the powers
to make regulations to require occupational pension
schemes to publish information about the exercise of
voting rights that are attached to shares.

In relation to transparency of engagement, DWP
regulations from 2018 require defined contribution schemes
to publish how they have implemented their policies on
engagement. Further regulations in 2019 enhanced that
and extended it to defined-benefit schemes. The 2019
legislation also introduced a requirement on both DC
and DB schemes to describe voting behaviour by or on
behalf of trustees, including details of the most significant
votes. However, our work in this area continues. I know
that the hon. Member for Birmingham, Erdington—he
would raise this if he were here—is keen for us to meet
and discuss key matters, and a cross-party discussion on
the key issue of stewardship on climate change would
be worthwhile. He has been pressing me for that for
some time, and I will be happy to sit down and thrash
that out with him, taking his views and those of other
interested parties.

I turn to new clauses 3 and 4, tabled by the hon.
Member for Gordon, on plumbers’ pensions. I have met
a number of plumbers affected both in various parts of
Scotland and in Lancashire and responded to a debate
in the main Chamber led by the former Member for
Angus early in my time as Minister for Pensions. I am
acutely aware of the difficulties, stress and upset experienced
by many of the individual plumbers’ firms—small and
medium-sized enterprises and decent people—who are
trying, as one person put it, to “just plumb away” and
have got themselves in a difficult position. It is exceptionally
difficult to find a way to resolve the situation as the hon.
Gentleman wishes.

As I have made clear in correspondence with colleagues
and in the previous debate, a series of easements have
been entered into, but I am afraid that the Government
cannot agree to the proposal the hon. Gentleman seeks.
There are a number of reasons for that, some of which
he will be aware of and have been explored previously,
but I will set them out in more detail.

The proposal would change legislation for one group
of employers to the detriment of scheme members,
other employers and, potentially, the Pension Protection
Fund. I accept that, as discussed in the House of Lords
and by the hon. Gentleman, a threshold set at 0.5% of
the scheme’s total liabilities would enable a large number
of unincorporated employers to depart schemes without
payment, passing a significant level of debt on to the
remaining employers. However, although 0.5% sounds
like a small amount, multiple instances can quickly add
up to a large amount of money being written off. The
Government recognise the difficulty facing employers
in managing that debt, but they cannot offer any further
easements beyond those already provided for in legislation.
To be fair to the hon. Gentleman, he set out the
amendments and the differences in legislation that came
forward in 2017 and 2018. We are providing assistance
to the individual plumbers on an ongoing basis.

The current employer debt system is intended to be
equitable to all employers, including those that remain
and those that have already paid the debts due from
them. It is designed so that if all employers leave the
scheme, it will be fully funded on a buy-out basis in
order to be able to secure fully the members’ benefits.
For the individuals concerned, this particular problem
is very emotive and understandably so, but it was specifically
addressed in the defined benefit Green Paper and in the
White Paper in 2017 and 2018, with a view to trying to
see whether there was a way forward on multi-employer
schemes. The hon. Gentleman will understand that
there are a significant number of multi-employer schemes
and, save and excepting the plumbers’ scheme, there is
not a call for the change that is sought by way of this
new clause. That is the product of the extensive consultation
that took place in respect of the DB White Paper and
the DB Green Paper.

I accept that new clause 4 is intended to help employers
in frozen non-associated multi-employer schemes whose
debt became due before the scheme was frozen, by
enabling them to agree with the scheme trustees to defer
their employer debts. However, the new clause would
weaken the protections contained in the current deferred
debt arrangement system. We need to balance the needs
of the affected employers with the risks to scheme
members and other employers.
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The new clause would be unfair to those employers
previously connected with the scheme who have already
paid their section 75 debt and it only offers employers a
temporarily reprieve at best, since the debt would still
exist and would have to be paid in the future. The
employer would have to pay a larger section 75 debt in
future if the scheme’s funding position were to decline
further, and the employer would remain liable for deficit
repair contributions. I respectfully suggest that the new
clause would not help sole traders who want to retire or
have retired and want to completely end their liability
for the schemes.

However, my officials will continue to engage with
concerned employers on this issue, especially in relation
to the Plumbing and Mechanical Services (UK) Industry
Pension Scheme. I understand from the scheme’s annual
accounts and financial statements for the year ending
5 April 2019 that,

“the trustees do not calculate or pursue an employer debt where
the costs in doing so are considered disproportionate from a
financial perspective”.

I am also acutely conscious that there are ongoing legal
proceedings in respect of these matters, and a debate as
to whether further legal proceedings should take place,
so it is probably best that I do not comment further on
this particular matter, but I regret that I cannot accede
to that new clause.

I turn finally to the new clauses tabled by the right
hon. Member for East Ham, the Chair of the Select
Committee. I am pleased to say that we are already
addressing the points that he seeks to raise. I fear that
the proponents of new clause 11, in particular, are not
aware of the depths of the TCFD consultation from
August of this year, because I understand the specifics
of that consultation address those particular points—
[Interruption.] It helps if I turn to the right section; I
am meant to be talking about new clause 9. Like the
hon. Member for Feltham and Heston, I am losing my
voice.

New clause 9 is not required, as in August this year,
the TCFD consultation was issued on exactly the same
proposals and the Pensions Regulator has already
committed to action on that point. The DWP has made
proposals, as it has been uncovered by the UK Sustainable
Investment and Finance Association and others that
compliance with the statement of investment principles
regulations has been poor in some cases.

Our consultation made proposals to require trustees
of occupational pension schemes to provide a web link
to the published SIP directly to the Pensions Regulator.
We have proposed inclusion of the address of the SIP as
part of the scheme return, which is provided from
trustees directly to the regulator for most schemes every
year. New clause 9 would require trustees to reactively
send the information to the Pensions Regulator for
publication every three years. It is a far less streamlined
approach than that on which the Government have
already consulted. We will publish our response on that
early next year.

3 pm

Stephen Timms: I want to press the Minister on the
timescale. I take the point that a response will be
published early next year, so when does he expect the
arrangements to be in place so that people can see the
statements online?

Guy Opperman: My note says early next year. I cannot
elaborate further than that but I will write to the right
hon. Gentleman before Report and set out in more
detail the precise position in respect of the timetable
and when we are expecting that to go.

Finally, I turn to new clause 12. I was not aware that
it had been selected, so my response to it will be
relatively limited. I know the organisation that is in
favour of the proposal, but the best argument against it
is that the Law Commission, which is definitely not
Government and is an esteemed body, looked at this
particular point on two occasions, and rejected it both
times. There are reasons why. It takes the view that
while it is entirely right and proper for the likes of ESG
to influence investment, the individual decision-making
processes of the trustees should not be influenced as is
proposed by the proponents of this argument. I bow to
the Law Commission on that, and it is certainly not
DWP policy to take that way forward.

There is, however, a current requirement on trustees
to disclose, via their statement of investment principles,
how they take into account members’ views. Giving
trustees the option not to follow those views, which may
be from a subset of members, is appropriate and flexible.
The regulations already allow trustees to consult members,
ensuring that investment decisions are taken in the
interest of the membership as a whole, and not driven
in one direction by a small cohort of highly engaged
individuals. I accept that there is a balance—the Law
Commission took this view—between members being
allowed to have their say and being involved in the
process and a small cohort of particularly active members
dictating a policy that would apply to the many. With
respect, I rely upon the Law Commission in this, and
invite colleagues to withdraw the new clause.

I think I have addressed all 11 new clauses and my
voice is beginning to go. If I have not done so or have
misspoken, because—as the Committee is aware—I am
not able to take notes saying, “Minister please correct
that for the record”, I will undertake to do that, as I will
throughout this process. I therefore invite colleagues to
withdraw the new clauses, except for those that they
wish to put to a vote.

Neil Gray: I beg to ask leave to withdraw the motion.

Clause, by leave, withdrawn.

New Clause 5

REVIEW OF AUTOMATIC ENROLMENT

“(1) The Secretary of State must, by regulations made by
statutory instrument, make any amendment to, or repeal or
revoke any provision of, this Act, the Pensions Act 2008 or any
other primary or secondary legislation in order to implement the
recommendations of the Automatic Enrolment Review 2017.

(2) Any regulations made under subsection (1) must be laid
before Parliament within six months of the day on Royal Assent
is given to this Act.

(3) No regulations shall be made under subsection (1) unless a
draft of the regulations has been laid before, and approved by, a
resolution of both Houses of Parliament.

(4) Before the end of a period of two years from the day on
which Royal Assent is given to this Act, the Secretary of State
must lay before Parliament the report of a further review of the
operation of automatic enrolment.

(5) The report under subsection (4) must make a recommendation
as to whether the Government should bring forward further
legislation to implement the findings of the review.”—(Seema
Malhotra.)
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This new clause would require the Secretary of State to implement the
recommendations of the Automatic Enrolment Review 2017 and
require a further review of automatic enrolment within two years.

Brought up, and read the First time.

Question put, That the clause be read a Second time.

The Committee divided: Ayes 6, Noes 9.

Division No. 11]

AYES

Buck, Ms Karen

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Bell, Aaron

Davies, Gareth

Drummond, Mrs Flick

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

New Clause 7

REGULATION OF PENSION SUPERFUNDS

“(1) The Secretary of State shall publish a statement on
proposals for primary legislation in relation to a duty on the
Pensions Regulator to regulate pension superfunds.

(2) For the purposes of this section, a pension superfund is a
defined benefit pension scheme that allows for the severance of
an employer’s liability towards a defined benefit scheme and one
of the following conditions applies—

(a) the scheme employer is replaced by a special purpose
vehicle (SPV) employer, or

(b) the liability of the employer to fund the scheme’s
liabilities is replaced by an employer backed with a
capital injection to a capital buffer.

(3) The statement under subsection (1) shall be laid before
Parliament before the end of a period of six months from the day
on which this Act receives Royal Assent.”—(Seema Malhotra.)

This new clause would require the Secretary of State to publish within
six months of Royal Assent proposals for primary legislation to place a
duty on the Pensions Regulator to regulate pension superfunds.

Brought up, and read the First time.

Question put, That the clause be read a Second time.

The Committee divided: Ayes 6, Noes 9.

Division No. 12]

AYES

Buck, Ms Karen

Eshalomi, Florence

Gray, Neil

Malhotra, Seema

Thomson, Richard

Timms, rh Stephen

NOES

Bailey, Shaun

Baker, Duncan

Baldwin, Harriett

Bell, Aaron

Davies, Gareth

Drummond, Mrs Flick

Morris, James

Opperman, Guy

Roberts, Rob

Question accordingly negatived.

Question proposed, That the Chair do report the Bill,
as amended, to the House.

Guy Opperman: I rise briefly, Mr Robertson, to thank
you and your fellow Chair; thank the Clerks, who have
worked with all colleagues to a massive degree, which is
extraordinarily difficult in times of covid; and thank the
Hansard team. I would normally thank the Doorkeepers,
but they have not had to listen to us—lucky them. I
particularly want to thank colleagues who have proceeded
to pass a 132-clause, 200-page Bill in under a day and
a half.

Ms Buck: With proper parliamentary scrutiny.

Guy Opperman: With proper parliamentary scrutiny
where it particularly mattered, while working on a
cross-party basis on other things. I also thank my team
at the Department for Work and Pensions, who have
put in Herculean efforts to produce this Bill, and it would
not be inappropriate to thank the Whips for keeping us
in due order throughout this wonderful process.

The Chair: I give my thanks to everybody for their
good humour and co-operation, and to the Clerks for
their help.

Question put and agreed to.

Bill, as amended, accordingly to be reported.

3.8 pm

Committee rose.
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Written evidence reported to the House
PSB20 Carys Boughton, Gareth Ludkin, John Hardy &
(on behalf of Divest Parliament) Joel Moreland (Principal
Consultant, Social and Environmental Finance), Mark
Campanale (Founder & Executive Director, Carbon
Tracker Initiative), and Robert Noyes (Divest / Invest
Campaigner & Researcher, Platform)

PSB21 Caroline Pearson, Pensions Manager, L&Q

PSB22 Aimee Chadha

PSB23 Steve Delo, PAN Trustees

PSB24 Pensions Policy Institute

PSB25 Dr Kathryn Waite, Associate Professor in Digital
Marketing, Edinburgh Business School, Heriot Watt
University, Edinburgh, and Professor Tina Harrison,
Professor of Financial Services Marketing and
Consumption, University of Edinburgh Business School,
University of Edinburgh

PSB26 Willis Towers Watson
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