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The changing DC landscape – a long and winding road 
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The changing DC landscape - where are we now? 
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54% offer a maximum 

employer contribution of at least 10% 

70% of 

employers have take 

up rates of more 

than 90% 

For 97% DC is the main 

scheme for new hires 

33% of schemes now 

have assets of £100m or more 

Source: Towers Watson’s FTSE 350 DC Pension Scheme Survey 2015  

   78% of schemes use a matching contribution design 

90% of employers 

use salary sacrifice 
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DC governance under the spotlight 
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Code in the spotlight 
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Thursday 21 November 2013: 

 TPR Code of Practice 13 came into effect 

“Governance and administration of  

occupational defined contribution trust-based 

pension schemes” 

 DC Regulatory guidance 

 New consultation on AVCs expected late 2015 
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How are schemes measuring up to the Code? 

Key 

finding 

from tPR 

survey 

• Large pension schemes (>1,000 

members) display more of the 31 

quality features than small (12-99 

members) and medium schemes 

(100-999 members) 

Problem 

areas 

• Security and liquidity of scheme 

assets 

• Value for money and  

transparency of member charges 

• Scheme record keeping 

• Processing core transactions 

• Robust retirement process 

• Member communications 
0 0.5 1 1.5 2 2.5 3
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Towers Watson average scores by 

total members 
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DWP - minimum quality standards from April 2015 

 

 Introduction of a charge cap of 0.75% for default funds 

 New minimum standards covering: 

 the design and net performance of default investment strategies 

 standards of administration and processing of core financial transactions 

 costs and charges borne by scheme members (value for money) 

 levels of knowledge and understanding 

 The DWP, tPR and FCA worked closely to try and ensure a consistent approach. 

 For trust based DC schemes, stronger governance duties have been placed on 

trustees – ‘Chair statement’ to be included in the report and accounts from 2016 

 For contract based schemes, providers required to set up Independent 

Governance Committees (IGCs) 
 

   

Implementation of the new standards will require changes to how many trust-based 

and contract-based schemes are governed 
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The influence of auto-enrolment 

towerswatson.com 

Cost of governance 
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Trust 

 Trustees are responsible for the scheme 

governance 

 Increased focus following the Code of Practice 13 

 New minimum standards and annual Chair 

Statements from 2016 

Contract (GPP/Stakeholder) 

 No legal duty for employer governance structure 

 From April 2015, the provider must establish an 

Independent Governance Committee (IGC) that 

has responsibility for compliance with new 

minimum governance standards 

 

 

L
e
v
e
l 
o

f 
g

o
v
e
rn

a
n

c
e
  

Low High 

L
o

w
 

Unbundled 

Trust 

Bundled 

Trust 

Master Trust 

Contract 

H
ig

h
 

tPR is urging small employers who are 

preparing for automatic enrolment to choose 

a high quality scheme such as a master trust 

or a group personal pension plan.  

Type of DC scheme offered to new hires 

Source: Towers Watson’s FTSE 350 DC Pension Scheme Survey 2015  

Pension Freedoms – 6 months later 
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Remember the headlines? 
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Impact on member DC journey 
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How will members access their income? 

Pension 

Account 
Up to 25% tax 

free lump sum 

Full withdrawal at 

marginal rate 

(via the plan?) 

Annuity 

Transfer to 

SIPP/other (or via 

the plan?) 

Pensioner 

Bonds 

Insurance 

Bonds 

Buy-to-let 

REITs 

Other products 
Impaired 

Standard 

Enhanced 

Members need to be able to compare the 

options to work out what is best for them 

Personal  

circumstances 

Personal  

tax position 

Views on life  

expectancy 

Views on  

inflation rates 

Need for income  

in retirement 

Attitude  

to risk 

Family  

situation 

Lifestyle 

choices 

Debt  

management 

Need for cash  

lump sums 

Things for members to consider… 

Cash 

Secured Income Variable Income 

Inheritance tax 
Other assets/ 

wealth 

Long term 

Drawdown 
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What’s happening at retirement? 
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£30k 

40% 
reduction in annuity purchase 

Increasing annuity pots, median now 

Cash is King 

Retirees taking 

cash 

DC Members 55 or older 

Towers Watson Administration data 11 September 2015 



11/11/2015 

8 

Proprietary and Confidential. For Towers Watson and Towers Watson client use only.  

Industry figures 
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ABI 2015 

Towers Watson Global Benefits Attitude Survey 2013/14 

ONS 2014 

Shadow Pensions Minister 2015 

Cash and 

drawdown 

withdrawals 

since April  

 

£4.7bn £1.8bn  

1 in 4  

Taken in 

April/May  

Postponed 

selected 

retirement age 

Age 65 + in 

work  

doubled in  

10 yrs 

 

75 

DC retirees 

making 

withdrawals 

 

205,000  
Pension wise 

consultations 18,000 
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How are schemes reacting? 

have altered 

plan design 
52% 

May October 

Pension 

flexibilities 
61% 69% 

FADFs 33% 39% 

25% will review drawdown strategy 

Drivers for UFPLS 

1 

2 

1 

2 

Administrative 

simplicity 

Rank May October 

Managing 

costs 

Who’s ahead with investment? 

52% 

17% 

Trusts

Contract
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The Summer Budget – more changes on the way 
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More change on the way …… 
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AA reduced for some 
Opportunity for 

higher pension 

contribution (up to 

£80K) in 2015/2016 

April 2016
 

Communications 

savings 

Alternative 

LTA reduced for all 

LTA 

Strategic 

review 

Reduced AA
 

Register for 

protection  
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Green paper consultation 

19 

The principles 

Reform should be: 

 Simple and transparent 

 Support personal responsibility  

 Build on the early success of automatic enrolment  

 Be sustainable (in terms of cost to the Exchequer) 

 
 

Why now? 

Two reasons: 

 Increasing longevity; and 

 Move from DB to DC pension provision with the latter likely to prove 

inadequate to meet individuals’ retirement expectations 
 

Exempt-Exempt-Taxed  

Current model: 

 Contributions are exempt from tax when paid 

 Roll-up is exempt 

 Payments are taxed (but 25% can be taken tax-free) 
 

Taxed-Exempt-Exempt 

Options: 

 From moving to a TEE system with a government top-up on contributions, to 

 Retaining the current system and altering the lifetime and annual allowances 

 … and anything in between! 
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Where to next for DC? 
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‘To get there,  

I wouldn’t start 

from here’ 
Old Irish proverb 
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