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Welcome to Deloitte’s first survey of
FTSE 100 Defined Contribution (DC) plans
We are at the very end of one phase of retirement provision and the
beginning of another. Not so very long ago, one pension size fitted all
and that size was Defined Benefit (DB). If you started a job with with an
employer, there was a very good chance that you would have found
yourself a member of a final salary pension scheme. It is just possible
that you might not have even had to contribute to be a member.
Those days are most emphatically over. Our survey found just four
FTSE 100 employers offering DB plans to new hires and none of those
plans are final salary (one is CARE* and three are Cash Balance**).
Today, the majority of employees are being enrolled into DC plans, and
that’s where this report is focussed. However, even that picture is
changing. For as long as most of us can remember, almost everyone
would have benefited from saving in pensions. The tax treatment of
pensions was so generous that other forms of saving just did not
compare. How quickly that has changed.
At one end of the spectrum, we have some non-taxpayers being
auto-enrolled into pension schemes where they do not benefit from
tax relief – meaning that pension scheme membership actually costs
them more than it would if they were taxpayers.

*	

**

At the other end, the tapered Annual Allowance (the amount that
an individual can save in a pension scheme tax-free in a tax year) is
causing more and more executives to throw their hands up in
despair as they realise that pensions are not for them anymore.
For under 40s, the Chancellor has proposed the Lifetime ISA, a new
type of ISA. ISA, or Individual Savings Account, is a tax efficient
savings vehicle already familiar to the UK public. Due to be available
from April 2017, the Lifetime ISA promises to be a viable
tax-efficient savings alternative to pensions for millions of
employees.
The long-term savings future will not be a ‘one size fits all’ option.
It will be about guiding employees to find the most effective and
flexible way of funding their future.
Throughout this report, we illustrate where the market is, but we
also look ahead to the future trends that we are already seeing
emerge. We will make a few predictions about what those trends
might mean and where they might lead us.

Career Average Revalued Earnings - a style of DB scheme where current earnings increased in line with inflation, rather than final salary, determine the
level of pensions.
A style of DB plan where a certain level of fund value rather than pension is guaranteed at retirement, usually by reference to years and salary.
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Deloitte – “I did not know you did pensions!”
Deloitte has been providing pensions consultancy services since
1997. Looking more widely, Deloitte Consulting is the second
largest Human Resources consulting firm in the world (as ranked
biannually by Kennedy Information, Inc.). Our consultants advise on
actuarial, investment and employee benefit matters.
Harnessing our wider Deloitte expertise, we also provide pensions
audit and assurance advice, pensions tax consulting and employer
covenant advice.
We are probably the biggest secret in pensions. But there is a
distinct difference – we look at the whole picture. We understand
that pensions are just one part of reward and benefits. We help
employers address the challenges and opportunities presented by
all aspects of pensions, benefits and reward.
•• We pioneered the concept of SMART pensions (or pension salary
sacrifice) and have enrolled c.500,000 employees into SMART
pensions arrangements.
•• We provide investment advice to clients with pension scheme
assets in excess of £13bn.
•• We audit accounts of c.450 pension schemes.
•• We advise over 25% of the FTSE 100 on share plan issues and
have implemented over 50 share plans in the last year.
•• We have in excess of 60 Scheme Actuary appointments.
•• We provide tax advice and support on a wide range of traditional
and alternative investments to pension schemes, with aggregate
assets totalling more than £200bn.
•• We employ c. 100 fully qualified actuaries.
•• We are third party pensions administrator to c.50 pension
schemes.
•• We are advising public sector pension schemes on the taxefficient pooling of assets valued at £105bn.
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•• We were engaged by the Department of Work and Pensions in
2007 to provide support on a range of areas in relation to the
establishment of NEST. We continue to work with NEST and are
currently engaged to provide outsourced internal audit and
advisory services.
•• We have advised on auto-enrolment projects that, in total, have
impacted over half a million UK employees.
•• Our pensions advice is completely independent. When
recommending pension or group risk providers to our clients,
we operate on a whole of market basis and have no links, formal
or otherwise, with providers.
•• Deloitte has been recognised by the Pensions and Lifetime
Savings Association (formerly the National Association of Pension
Funds) for the Deloitte Pensions Masterplan, our innovative DB
master trust.
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Executive summary
We surveyed companies in the FTSE 100 about the pension
arrangements offered to their employees.
The report covers all of the FTSE 100 companies as of the start of
2016. Full answers are not available for every single question and
the data is representative of the information available.
Design
•• No final salary plans are being offered to new hires.
•• 96% of employers are offering DC plans, with CARE and Cash
Balance plans making up the difference.
•• We estimate that c.400,000 employees are still accruing DB
pensions within the FTSE 100.
•• Directors of FTSE 100 employers are less likely to be accruing
DB benefits than their colleagues.

Investment
•• The majority of plans (52%) are still targeting annuity purchase
at retirement. Almost 40% are offering a mixture of retirement
income options.
•• The vast majority of plans (87%) are still assuming retirement
at age 65.
•• Two-thirds of plan defaults that operate a lifestyle approach
(where savings are automatically moved to less risky assets over
a set period of time) have lifestyle periods of 10 years or more.
Wider savings
•• A little under half the FTSE 100 offer employees Share Save
options.
•• Corporate ISAs are currently offered to employees by just
a handful of FTSE 100 employers.

Vehicles
•• Unbundled trusts (trust-based pension schemes with separate
administration and investment providers) make up just 18% of
the plans offered to new hires.
•• Of the trusts offered to new hires, we believe all operate on a
‘Net Pay’ basis, such that non-taxpayers get no tax relief on
pension contributions. This issue is explained in more detail
later in the report.
•• One in seven of the companies surveyed operates a nursery
plan.
Contributions
•• Matched contribution designs are used by the majority of
employers.
•• The average employer contributions being offered to employees
are 9.9% of basic salary.
•• Within the FTSE 100, age-related contribution designs have all
but vanished.
•• A majority of plans pay contributions based on basic salary.
•• One in six FTSE 100 employers does not operate salary sacrifice.
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1. The shift from DB to DC
As we have come to expect, DC now dominates pension provision
for new hires of FTSE 100 employers. Figure 1 shows that there are
just four DB plans open to new hires and none of them are final
salary (one is CARE and three are Cash Balance).
Figure 1. Pension schemes open to new hires

However, we expect workforce equity to drive further
change here. We can see that the majority of DB plans
closed to new hires at least five years ago. Once DB
members are outnumbered by their DC colleagues, the
case for DB closure grows stronger. We have worked on
a number of pension changes where restoring employee
equity is the prime motive for DB closure. It is increasingly
seen as inequitable for two people doing the same job to be
rewarded so differently.
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While this picture is increasingly familiar, it is one that has emerged
gradually. We have looked back over company accounts to
understand when the current FTSE 100 closed their DB plans to
new hires (often termed ‘soft closure’) and when those employers
closed to future accrual (‘hard closure’).

Figure 2. Shift from DB to DC
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Figure 2 illustrates the gradual shift to DC for all employees, as
more and more DB plans were hard closed.
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Deloitte insight
We will not surprise anyone by predicting that more DB
schemes will close to future accrual over the next few years.
There is nowhere to hide from the cost and volatility of
offering DB benefits to employees.

On top of that, we are seeing ‘the case for pensions’ being
gradually diluted. For as long as most of us can remember,
almost everyone would have benefited by choosing to
save in pensions over the alternatives. The tax treatment
of pensions was so generous that almost all other forms
of saving just did not compare. That is changing, fast,
and means that the value of what was an unambiguously
generous benefit is being slowly eroded. We expect to
see more and more employers wanting to incorporate
alternatives to pensions, such as the Lifetime ISA, into
their benefits offering. That has implications elsewhere, as
outlined in section ‘5. Wider savings – the future?’.
As if those pressures were not enough, for some employers,
Brexit may make for a radically changed business landscape.
The impacts of Brexit will be different for every business,
but it will be a rare employer that does not consider the
future of an open DB plan when looking again at its shortterm future.
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2. The styles of DC plans used
DC plan structures
So where do DC contributions go? As shown in Figure 3, one
in six plans is unbundled, meaning administration, investment
and communication are all provided by specialist third parties.
That contrasts with the bundled model adopted by the majority,
where the employer uses an off the shelf product from a provider.
Providers are increasingly investing in digital platforms, making
for slick end-to-end experiences for members, covering not just
pensions but other financial products as well.
Figure 3. Bundled and unbundled DC pensions
DC Master Trust

Deloitte insight
We believe that the days of a pensions-only model of benefit
are coming to a close, and with them, the end of a pensionsonly administrative framework. We have seen many plans
bundle in recent years in response to costs, but we expect
that trend to accelerate, with functionality and access to
different saving wrappers being the driver. Master Trust
specialists and third party administrators may need to offer
their own ISA products if they are to compete.
In addition, the Lifetime ISA could herald a further shake up
in the provision of long-term savings. A list of the biggest
pension providers bears little resemblance to a list of
the main ISA supermarkets. We can expect to see a lot of
consolidation in this area.
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It is also worth looking at the providers of the Master Trusts. In all
cases that we found, they are conventional insurance company
providers, and not the dedicated Master Trust providers. Nor are
they the unbundled DC Master Trusts springing up from many
consultancy firms. That is notable.

Unbundled

Master Trusts represent a small, but material, part of pension
provision. Master Trusts are currently mainly used by retailers with
huge workforces; if Figure 3 was weighted by employees rather
than employers, Master Trusts would represent a much larger
proportion of the total.

A further driver towards Master Trusts is companies seeking to
reduce pension operational costs. We are seeing a number of
employers moving in this direction and would expect more to
follow. A Master Trust is the simplest way to deal with both past
and future pensions at the same time and in the same vehicle.

5
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Effective tax relief for all?
Of the plans that are constituted as trusts, we are not aware of
any that operate on a ‘Relief at Source’.* Instead, they operate as
‘Net Pay’** plans, where all taxpayers obtain tax relief as part of
membership, but any non-taxpayers do not benefit from tax relief.
Non-taxpayers were something of a rarity until the Personal
Allowance was dramatically increased in the last Parliament.
The Personal Allowance is now scheduled to reach £11,500 by
6 April 2017, whereas the threshold for auto-enrolment is currently
£10,000. That means that for hundreds of thousands of people,
their ‘compulsory’ pension contributions cost more than they
need to. By 2019, employees will have to pay 5% of earnings. A 5%
contribution with tax relief costs 4%; but without tax relief it costs
the full 5%. Getting tax relief to those people therefore makes for a
1% pay rise, at the taxman’s expense.

Figure 4. Main automatic enrolment scheme
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Deloitte insight
We are seeing a number of employers look again at the
use of ‘Relief at Source’ as a means of helping their lowest
paid employees save money, both now and for the future.
While the sums involved are not huge in £ per head terms,
a free pay rise from the Treasury should not be ignored,
particularly in the context of the National Living Wage. We
recently uncovered collective potential savings of millions
of pounds for the employees of one major retailer. This is a
very cost effective way of getting more money to the lowest
paid employees.
Nursery Plans
In Figure 4, we find that around one in seven employers uses some
kind of nursery plan for pensions automatic enrolment (AE), a
requirement for employers to enrol certain workers into a pension
scheme. The use of nursery plans tends to be associated with
the type of employer where auto-enrolment represents a major
increase in costs. These may be the same employers affected
by the introduction of the National Living Wage for over 25s. The
National Living Wage may pull yet more employees into autoenrolment eligibility, and strengthen the need for ‘Relief at Source’
styled plans to optimise the value for employees.

Employee pension contributions are deducted net of 20% basic rate tax, with the pension provider reclaiming the basic tax relief from the HMRC on behalf of
the savers. Higher and additional tax payers can reclaim the additional tax relief due directly from the HMRC.
**
Employee pension contributions are deducted before income tax deduction.
*
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3. Contributions
In Figure 5 we have illustrated three types of contribution design:
•• Flat rate designs, which either offer an employer contribution
with no employee contribution or a single level of employer
contribution provided an employee contributes a minimum
amount;
•• Matching designs, which offer varying levels of employer pension
contribution, depending upon the employee contribution; and

Deloitte insight
Why don't younger people save in pensions? In part, it is
human nature – we are simply not hard-wired to worry
about problems 40 years away. But it also has something to
do with affordability. Young people are spending increasing
proportions of their income on housing costs. Those leaving
university start their working life with debt. In that context,
it is easy to appreciate why younger people are less engaged
with pensions, and why efforts to change may fail if they
look purely at pensions.

•• Grade-related structures, which offer different contribution
levels for different employee grades.
Figure 5. Types of contribution design
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In some matching designs therefore, contributions are being
directed to employees for whom they make little or no difference,
but who value them. At the same time the employees to whom
they would be most valuable either do not value them or cannot
afford them. Outcomes are not always being materially improved
and only a small element of the workforce really appreciates what
they are getting. Is this what an employer would set out to achieve?
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Notable by their absence are age-related designs. We found just
one such design across all FTSE 100 employers, shown here under
‘other’ (the remaining ‘others’ are a combination of approaches).
Matching designs have become very popular. Because not every
employee will contribute at the maximum level, a matching
design will look more generous than it really is. They also permit
employers to direct pension spend towards those employees
who most value pensions. Such employees tend to be older and/
or better paid, meaning that matching designs generally operate
in an age-related manner. All of which seems reasonable from a
pensions-centric perspective.

As pensions become just one part of saving for the future,
rather than the main part, the generational cross-subsidy
described may have to change. When the Government
introduces the Lifetime ISA , younger employees may be
demanding employers recognise and pay contributions to
Lifetime ISAs. It may be hard to deny them. The Lifetime ISA is
proposed to permit those people to use the proceeds to buy
a house or even to cash out if they are willing to pay a penalty
– meaning that the money will be more ‘tangible’ and less
remote to millennial savers than pension assets are.
If employers do free up pension spending and permit
money to go to ISAs under current matching designs, their
costs will increase – more employees will want to take
advantage of the full match. That may spell the end of
matching contributions as we know them.

Looking at this information in other ways could present a very
different view. Matching designs could be perceived as certain
populations of a workforce ‘cross-subsidising’ others, be it younger
employees cross-subsidising older employees or lower paid
employees cross-subsidising higher paid employees.
A £100 pension contribution is far more valuable to a 24-year
old than it is to a 64-year old. The ‘miracle’ of compound interest
will see the 24-year old benefit from four decades of growth. In
contrast, the 64-year old may have mere months before cashing in
– that £100 will make no meaningful difference whatsoever to the
64-year old’s retirement plans.
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Figure 6. Pensionable earnings definition
Basic salary
Basic salary,
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We have illustrated the mean rates of the two most common forms of
contribution – flat and matched. We would expect matched designs
to shift as 2018 and 2019 bring increases to minimum contributions
for millions of people. As contributions increase, we will have to see
whether that is at the expense of the highest rate of matching, or
whether employers will increase their pension contribution budget.
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Figure 6 illustrates that over three quarters of plans pay
contributions based on basic salary only. The implementation
of auto-enrolment and the resulting invention of ‘Qualifying
Earnings’ has had limited impact here. Qualifying Earnings include
salary, commission, bonus, overtime and statutory payments, but
exclude earnings below £5,824 and above £43,000 (for the tax
year 2016/17). The National Living Wage will increase the number
of employees who will be required to be enrolled into a Qualifying
Scheme, impacting employers further than just a pay increase.
The National Living Wage will increase contributions for the lowest
earners, again having an impact on costs for both employers and
employees. It remains to be seen as to whether this will have an
impact on opt out rates.
Figure 7. Average contributions
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Contributions on offer
Figure 7 shows the average contributions on offer to employees of
FTSE 100 employers.
On a matched basis, if an employee contributes 2.8% of salary
on average, they can expect to receive an average employer
contribution of 4.3%. If the employee contributes an additional
4.4% (7.2% total), they will receive an additional 5.9% from the
employer (10.2% total).
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Range of contributions
Average contributions tell only part of the story. Figure 8 shows the
range of employer contributions available to employees, either in
flat designs or at the top rate of matching.
Around half of employers within the FTSE 100 offer employer
contributions of between 7% and 12% of pensionable salary, but
there are plans offering contributions at both extremes. Those
paying 3% or less may have to respond to increases in autoenrolment minima in coming years. The level of contributions tends
to reflect the sector that an employer operates in. For instance
oil and gas employers generally pay higher contributions than
retailers and that is true of employers outside the FTSE 100 as well
as those inside.
Salary sacrifice
Salary sacrifice is a process whereby instead of an employer
paying salary to an employee and incurring employer National
Insurance, an employee instead chooses to sacrifice part of their
salary in return for an increased employer pension contribution.
The process means those National Insurance payments are saved,
reducing contribution costs for both employees and employers.
We found that 83% of plans operate their DC plan using salary
sacrifice. That means that one in six employers has yet to
implement salary sacrifice. There was much speculation ahead of
the 2016 Budget that pensions salary sacrifice might be brought
to an end. In fact, what we got was the clearest endorsement for
pension salary sacrifice in years. The recent consultation on use of
salary sacrifice for benefits offers even more support, suggesting
that the Government wants to encourage use of pensions salary
sacrifice.
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4. Investment
This survey captures investment activity since the introduction of
Freedom and Choice. Prior to the new legislation, almost all DC
plans targeted a mixture of annuities and cash at retirement. Even
before there was evidence of what retiring members of schemes
would do, many plans have chosen to tweak their investment
offerings to accommodate the new retirement options.
Prior to Freedom and Choice’s introduction in April 2015, the
default lifestyle strategies targeting an investment mix of 25%
cash and 75% annuity-matching assets applied across all default
investment strategies. 95% of members chose to buy an annuity
(despite the availability of drawdown since 1997), and legislation
meant members had to take their lump sums at the same time as
buying an annuity. Since the introduction of Freedom and Choice,
wildly different models for DC investment have been developed
and that is reflected in the survey.

Figure 10. Retirement option targeted by the default
lifestyle strategy
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Figure 9. Lifestyle used as your default investment strategy?
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Thus far, we have a year of post Freedom and Choice data from the
Association of British Insurers (ABI). A little over 20,000 drawdown
policies are being established each quarter. That compares to less
than 20,000 drawdown policies a year being established before
the legislation changed. However, annuity sales are also running at
around 20,000 a quarter. So while drawdown policies are definitely
far more popular than they used to be, they do not yet appear to
have completely overtaken annuities.
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Target date
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Figure 9 shows that while the underlying assets at retirement
actually required by members may have changed, a substantial
majority of plans continue to use a lifestyle framework for
managing DC investment. This used to involve reducing members’
exposure to risk as they approached retirement and reducing
exposure to annuity cost volatility. However, it is now increasingly
about ensuring money is invested appropriately given members’
likely style of pension income while reducing exposure to volatility.
What is notable here is the increasing use of a multi-asset fund
throughout membership by some schemes, perhaps reflecting a
desire to leave options open for members.
When we look at those plans that operate lifestyle approaches,
whereas once we saw all target annuities, now we can see a real
polarisation of styles. As shown in Figure 10, targeting annuity
purchase alone is already not the norm it used to be, being the
approach for just over half the companies surveyed.

When the new legislation was announced, there was much
speculation that income drawdown would become the income
solution of choice for those with larger funds. The average
drawdown fund in those first year has been £67,000, whereas
the average annuity purchase over that time has been £52,000.
Although those selecting drawdown do have larger funds, they are
not much larger.
Notable too are the plans that are now targeting cash withdrawal at
retirement. Around 300,000 people have cashed out of pensions in
the first year since the new legislation, c.167,000 of them in the first six
months. To date therefore, cashing out has been the dominant choice
of retirees. Will this last? The average cash sum paid has been around
£15,000, which strongly suggests that cashing out is more popular to
those with smaller funds.
It appears that it might be easier to predict what people with
relatively small funds will do (cash out) than it is to predict what
people with larger funds might do, and that dilemma is captured
within our survey category of ‘combination’. These plans are
targeting a mixture of outcomes, usually annuity and drawdown.
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This unpredictability has also led to around two-thirds of the plans
that offer lifestyle investment strategies to also offer alternative
lifestyle strategies alongside the default. Figure 11 shows that, in a
material number of those plans, the alternatives target a different
style of retirement choice to the default, meaning that where
members are engaged and understand the retirement choices
ahead of them, they can invest appropriately.

Figure 12. Normal retirement age
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Figure 11. Alternative lifestyle options
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Deloitte insight
Monitoring member decision-making ahead of retirement is
going to become important. Those responsible for running
the pension scheme (i.e. employers or trustees) will need to
monitor whether income decisions made by retirees match
the lifestyle intentions of the default investment strategies.
For instance, since legislation changed, annuities and
drawdown have been broadly equal in popularity. For an
‘average’ plan, that might ideally be reflected in the lifestyle
option members invest in ahead of retirement – equal
proportions of members might be suitably invested for
annuities and drawdown. If investments chosen do not
match retirements, it would suggest members haven’t been
engaged, haven’t made investment decisions and might be
inappropriately invested at retirement.

10

Other

State Pension Age

As shown in Figure 12, the vast majority of plans continue to target
age 65 for retirement, with just 4 % targeting State Pension Age.
In many businesses, that reflects a DB legacy – DB plans generally
operated a fixed retirement age of 65 and many members have DB
as well as DC. In DC, retirement age used to be relatively notional,
with members able to retire at any time after 55. The retirement
age was purely driving lifestyle investment timing. The previous
need to take lump sums and annuities within months of each other,
and the frequent link with DB, made 65 a good choice.
The recent WASPI (Women Against State Pension Increase)
campaign has illustrated how critical State Pension is to many
retirees without significant private provision – they simply cannot
afford to retire until they receive their State Pension. We might
therefore expect to see many plans push retirement ages back
from 65 to State Pension Age as the relevance of DB fades. We
would note that the State Pension Age is planned to increase to
66 from 2020, just four years away.
Post Freedom and Choice, the concept of a fixed retirement date
has blurred. Members can take money from their pension from age
55, but in piecemeal rather than as a whole. As a result, ‘cliff-edge’
retirement, where cash and income are drawn together may be a
thing of the past. If it is, the logic for changing the balance of assets
towards a fixed date is not as obvious as it once was.

FTSE 100 Defined Contribution Pensions Survey 2016-17 |
 The end of one size fits all

The changes ushered in by Freedom and Choice have not yet had a
strong impact on the length of lifestyling periods – Figure 13 shows
around two thirds of those plans that lifestyle have periods of 10
years or more. Switching into less risky assets over a relatively long
period makes sense from a purely investment perspective, but
it now asks a lot of the member. How will members a decade or
more from retirement cope when faced with a choice between two
or three lifestyle strategies targeting different styles of retirement
income? Could that be too early?
Figure 13. Length of lifestyling periods
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Deloitte insight
Brexit has led to initial material market shocks and those
movements will have affected millions of DC savers, many
of them experiencing stock market volatility for the very
first time. Will they see what is happening to their savings,
take fright and retreat from pensions? Some plans designed
their default investments to insulate inexperienced younger
members against such drops. Will they be proven right?
A large number of DC plans have increased their exposure
to Diversified Growth funds (DGFs) in recent years. Many
DGFs set out to reduce short-term volatility without
sacrificing too much by way of long-term return. They are
often actively (rather than passively) managed and feature
higher charges as a result. In time, we will learn whether
those plans have withstood Brexit pressures in the ways
they are designed to and, by extension, whether their
managers have earned their charges.
Figure 15. Number of funds offered to pension scheme
members
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Figure 14. Type of investment management
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Figure 15 tells us that there is no consensus about the ‘right’
number of funds to offer members. While half the plans surveyed
offer 15 funds or fewer, half offer more, and over 20% offer 50
or more.

Figure 14 confirms that the majority of schemes have chosen to
use some element of active management within the growth fund/
early stages of their default investment offering. Just under one
quarter choose to use passive management only. We believe that a
large proportion of the active management utilised is in relation to
Diversified Growth Funds.
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5. Wider savings – the future?
Throughout this report, we have looked at the potential impact
of the Lifetime ISA. If it happens, it could represent a revolution
in pension provision but it is a revolution that has been quietly
underway for some time.

Figure 16. Wider workplace saving options offered
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As outlined in Figure 16, around half the FTSE 100 offers
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employers were not always able to offer materially better ISA terms
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be introduced in April 2017, is expected to change this debate.
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6. Executives
Deloitte published its latest report on FTSE 100 Director
remuneration in September 2016. One aspect of that report is
pensions, and we have summarised the findings here.
The picture for new directors is much the same as applies to
‘normal’ new recruits. 96% of FTSE 100 employers offer new
director appointments a DC pension plan, up from 93% the
previous year. Just 3% of FTSE 100 employers offer DB to new
directors. The remaining 1% are providing no pension provision,
reflecting the creeping impact of the Annual Allowance.
When we look at the pension provision for existing directors,
a more nuanced picture emerges. We can see in Figure 17 that the
proportion of directors in DB plans has reduced significantly in
recent years, from 35% in 2011, to just 11% in 2016. Employers who
have plans where no pension contributions are offered have been
removed from this analysis. This again may be a reaction to the
Annual Allowance, in which case, the introduction of the Tapered
Annual Allowance from 6 April 2016 might further accelerate the
trend away from DB.

Directors now appear less likely to accrue a DB pension than the
rest of the workforce. This may be a result of Lifetime and Annual
Allowance restrictions. As a consequence, future decisions about
DB plans may be made by directors who have no personal stake in
DB savings. Could this further accelerate the trend towards DC?
The survey also illustrates the contribution rates that apply to
directors with DC - contributions to DC plans of all types, pension
allowances and salary supplements are included in this data. These
are also included where directors have opted out of DB plans
and are now in receipt of a salary supplement. Executives receive
median contributions of 25%.

Figure 17. % of executive directors participating in defined
benefit plans
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Conclusion
Recently we have seen the closure of many DB schemes, autoenrolment, the introduction of Freedom and Choice and an
increasing restriction on pensions tax relief through the reduction
of Lifetime and Annual Allowances. The combination of these
pressures has led to a picture that is overwhelmingly DC.
However, we now face new pressures with Brexit, the advent of
Lifetime ISA, an increasing number of non-taxpayers receiving
no tax relief on their pension contributions, the challenges of the
National Living Wage and the unattractiveness of pensions savings
for high earners. All of this comes at a time when employers are
asking themselves how closely they want to be involved in their
pension arrangements.
We believe that the result will be a more fragmented approach to
savings, where the tax treatment of different benefits becomes an
important consideration for each employee.
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Notes
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