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Changes to workplace pensions
Why NEST?

Delivering NEST

Priorities and next steps
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Pensions Act 2008 changes workplace
pensions

Eligible jobholders must be automatically
enrolled

Minimum contributions
Duties will be staged In - largest first
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All eligible jobholders must be automatically enrolled into a workplace pension scheme that meets certain legal standards, unless they are already in a qualifying scheme
The qualifying tests for pension schemes will be set by government
Duties fall on largest employers first, micro employers will have up to September 2016 


Minimum contribution levels

8% total
minimum
contribution

Eligible jobholders

«22 to State Pension Age
searning £5,035 and £33,540
pa (2006/7 terms)

Auto Re Enrolment
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Defined Benefit (DB) / Hybrid TP*

DB / Hybrid fully phased in

>

Defined contribution (DC) First TP*
1% employee contribution

DC Second TP
3% employee

Steady State
5% employee

Defined Contribution (DC) First TP"

1% employer contribution

>

>

DC Second TP
2% employer

Steady State
3% employer

L/ A
Large Medium Small / Micro New born
employers employers employers PAYEs*
Oct Apr Aug Mar Oct Oct
2012 2014 2014 2016 2016 2017
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- update on progress
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The Pensions Regulator -
employer compliance
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Self financing
Low charges Trust based in the long term

Open to
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Clear
communication

Unique
investment
strategy




Autumn 2010
Statement of Investment
Principles published

_— %

.. January 2010
PADA announced NEST brand

Winter 2010/2011
March 2010 = NEST Employer Guide,

> Trustee Member NEST systems online
Designates appointed

January 2010

.. Lawrence Autumn 2010 April 2011
Churchill .. Procurements for fund > NEST launch
appointed administration, investment in low volumes

management and annuity provision

July 2010
> NEST Corporation
launched and PADA wound up

* March 2010
Scheme administration
procured
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Developing the brand

il
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NEST Corporation - established 5 July 2010

« Chairman Lawrence Churchill

Trustee Members

Tom Laurie Dr Dianne Paul Chris Julias Sue
Boardman Edmans Hayter Hewitt Hitchen Pursaill Slipman
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NEST Corporation will be a non-departmental public body, independent of government but accountable to Parliament through the DWP. 
NEST Corporation has overall responsibility for the scheme – investment strategy, services and contracts.
It will be overseen by a Chair, Deputy Chair and up to thirteen ordinary members. Together they will form the corporate trustee of the scheme. Trustees of pension schemes have an overriding legal duty to act in the best interests of members.  
In January 2010 the DWP announced the appointment of the Chair Designate, Lawrence Churchill who is currently Chairman of the Pension Protection Fund.
NEST Corporation will need to maintain the momentum of delivering the scheme. In order to do this efficiently, and to ensure continuity, it makes sense to draw on the existing expertise of PADA staff. 
This is the best option for the smooth implementation of NEST. 
NEST Corporation will be regulated by the Pensions Regulator.




Scheme administration contract awarded to Tata
Consultancy Services (TCS) in March 2010

Two stage contract - first stage until October 2010

All public-facing elements of scheme administration
will be in the UK

Scheme administration contract includes:

member enrolment, collection of contributions, account
management and accessing savings

employer participation
passing funds to fund administrator
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Tata Consultancy Services (TCS) is Part of the Tata Group, TCS is a top ten global IT services, business solutions and outsourcing company with a 4,000-strong UK workforce 

Decision on whether to proceed with the contract for the remainder of the 10-year contract term after the first stage expires
TCS successfully completed proof of solution experience



TCS’s international presence
Tata Consultancy Services is an IT services,

business solutions and outsourcing W

organisation working with clients B

. . TATA CONSULTANCY SERVICES

internationally.

More than 4,800 advisers work at over 60 ) r‘

sites in the UK TCS ' »
-

TCS and Diligenta
TCS has more than 90 insurance clients

including AXA Group, Pearl Group, Aviva, m - ﬂ

Aegon, Swiss Re and Prudential Financial.

Diligenta is a UK subsidiary of TCS and
provides services to the UK Life and Pensions
market.

wie?
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TCS’s UK presence
Tata has had a UK presence since 1907 and is one of the largest foreign investors in UK industry. 
TCS and Diligenta
Diligenta has more than 3.5 million policies under management, employing over 950 staff. 



Other contracts
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NEST will be self-financing in the long-term

15 March 2010 - the then Pensions Minister announced:

an annual charge of 0.3 per cent on members’ funds under
management

a charge of 2 per cent of contributions until the set-up costs of
the scheme have been met.

the Government will make a loan to NEST to cover those costs,
ensuring it is delivered at no overall cost to the taxpayer.
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What is NEST’s charging structure and how will it work?
NEST’s charge is initially expected to have two elements:
a 0.3 per cent annual management charge (AMC) on the total value of a member’s fund each year. On a total fund of £10,000, for example, a 0.3 per cent AMC would be £30
a charge of around 2 per cent on each new contribution into the scheme, known as a contribution charge, until the set-up costs of the scheme have been met. If, for example, a total contribution including tax relief of £100 is made into a member’s pot then 2 per cent, or £2, would be deducted and £98 would be invested. 
Over time an AMC has a much bigger impact than a contribution charge on the amount of charges paid. An AMC is taken on the whole fund each year. This means that as the size of the fund grows, so does the amount taken via the AMC. 
In contrast the contribution charge is only levied on new money coming into the pot. 
How does NEST’s charge compare with existing low-charge schemes?
Our analysis shows that NEST’s indicative charge level is broadly equivalent to a 0.5 per cent AMC, a fairly typical low charge in larger workplace pension schemes today.
Any differences between NEST’s indicative charge level and a scheme with a 0.5 per cent AMC are small. Some savers who are close to retirement may have marginally worse outcomes, but most types of saver would be slightly better off with NEST’s indicative charge level than they would be with a 0.5 per cent AMC.
How does NEST’s charge compare with what its target group can currently access?
Currently schemes with charges around 0.5 per cent AMC are usually only available to higher earners or members of large workplace pension schemes. If they have access to workplace pension provision at all, NEST’s target group are typically offered products with significantly higher charges at around the stakeholder



Next steps

Employers Advisors Future
members

= How will you meet = Are you familiar el e
your duties? with the options WWW.nestpensions.org.uk
for your clients?
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More information

- Key facts and Myth buster
e WWW.Nnestpensions.org.uk

Muyth buster:
putting

the record
straight

Key facts and

muyth buster
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http://www.nestpensions.org.uk/�

The financial information in these slides is
for general information only. It does not
constitute financial or legal advice.
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