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Ministerial Foreword 
 

 

The issue, and continued growth, of deferred small pots puts huge pressure on 

individuals and the pensions industry; adding increased costs and inefficiency into 

the UK workplace pensions market. Estimates show they result in annual industry-

wide losses of up to £225m, reducing the value for money schemes can provide. This 

is an issue that continues to worsen, and despite significant industry work over the 

last few years, no clear consensus has been found.  

In July, the department launched a consultation proposing to take forward the 

multiple default consolidator approach to tackle this issue; to ensure that a better 

functioning and more efficient pension market, while supporting member engagement 

where possible. This consultation response reaffirms my intention to proceed 

definitively with this approach, which we estimate will benefit the average saver by 

£700 at retirement1, we must now move towards delivery. 

I understand that not all of industry will agree with this direction, however, in the long 

term, we expect commercial interests to be aligned with this ambition. Through the 

industry delivery group, we will work together, continuing to put members interests 

first.  

The small pots solution is just a starting point. I want to understand how we can go 

further to set out a long-term vision for workplace pension saving. Savers will still be 

left with multiple pots to manage. This, makes it harder to maximise their savings, 

understand what they have, and manage their retirement funds. Australia have 

successfully implemented a ‘stapling’ model, based on the idea of a pot for life. I want 

to understand what the benefits and considerations of this approach are.  

I also want to see the CDC market expand, so that more savers can take advantage 

of the benefits it has to offer. This offers the opportunity of higher overall returns on 

investments and a solution for accessing their pots without the need to engage. 

There may also be mutual benefits between the two, including how lifetime provider 

could help grow the CDC market. There will be questions for this including the right 

time to look at this and how we would go about phasing any future implementation.   

These options build on the current package of reforms, including the multiemployer 

CDC schemes, the small pots solution, the Value for Money Framework, and the 

development of decumulation products. Both these measures could improve the 

opportunity for investment in productive finance assets, given the potential for longer 

investment horizons, supporting better member outcomes.  

Nothing here is intended to change the current and medium-term development of the 

CDC and the decumulation products markets. We want these innovations to facilitate 

the delivery of potential long-term changes. We need to balance the needs of those 

 
1 Analysing the impact of Private Pension measures on member outcomes (publishing.service.gov.uk) 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1168816/analysing-the-impact-of-private-pension-measures-on-member-outcomes.pdf
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approaching retirement today, and those still a long way off retirement. This is all part 

of the wider plan for pensions, which has pension savers at its heart. 

Paul Maynard MP, Minister for Pensions 
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Introduction 

The first part of this document sets out the feedback the Department for Work and 
Pensions (DWP) received to the consultation which ran from 11 July 2023 to 5 
September 2023. The consultation concentrated on the Government’s proposals to 
implement a multiple default consolidator approach to end the proliferation of 
deferred small pots, with several questions around the proposed framework. The 
document then goes on to set out the government response in respect of the 
proposed framework and next steps, considering the feedback received.   

The second part of this document looks to set a long-term vision for workplace 
pension saving in the UK. It explores the potential development of a lifetime provider 
model and the relationship between Automatic Enrolment (AE) and the development, 
and wider use, of Collective Defined Contribution (CDC) schemes.  
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Chapter 1: Summary of 
Responses to the Consultation 

About the Government Response 

1. This document forms the Government’s response to the public consultation2  that 

was launched on the 11 July 2023 and closed on 5 September 2023. The public 

consultation sought views on the Department’s proposals to implement a multiple 

default consolidator approach to solve the proliferation of deferred small pots, with 

several questions for stakeholders to offer views on proposals.  

2. The consultation set out the Department’s ambition to introduce a multiple default 

consolidator system, whereby members with deferred small pots will be 

automatically consolidated into a small number of schemes that are authorised, by 

the relevant regulator, to act as a consolidator. As part of this, the consultation 

proposed the following:   

• that a central clearing house would be created to act as a central point 

informing schemes where to transfer a members’ eligible deferred pot; 

• that a pot would be eligible for automatic consolidation 12 months after the last 

contribution was made into the pot; 

• that the maximum pot size limit for automatic consolidation would be initially set 

at £1,000, with a statutory requirement on the Secretary of State to review this 

limit at regular intervals; 

• that there would be no minimum pot value for a pot to be eligible for automatic 

consolidation; 

• that we would not mandate schemes to undertake same scheme consolidation, 

however, we would encourage schemes to undertake this where possible; 

• that we encourage the member exchange group to continue with their work to 

test the feasibility of the solution, given the learning opportunities and insight it 

will provide to support the delivery of the proposed multiple consolidator 

approach; 

• that we will form an industry group in late 2023 working with interested parties 

to explore the design and implementation of the default consolidator 

framework. 

 
 
2 Ending the proliferation of deferred small pots, July 2023 
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Responses to the consultation  

3. We received 55 responses to the consultation, this included responses from the 

following sectors: 

• 20 Pensions schemes providers; 

• 20 Pensions industry professionals/trade representatives; 

• 4 Law firms specialising in pension(s) law; 

• 7 Financial service providers; 

• 2 Employer/employee representatives; 

• 2 Consumer groups. 

4. Chapter 1 of this document highlights the main feedback raised in response to 

consultation questions but is not an exhaustive commentary on every response 

received.  
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A Clearing House or a Central Registry? 

Question 1: Do you agree with this proposal or do you believe a central registry 

would be a more effective approach to support the consolidation of deferred small 

pots, if so how would you design a central registry? 

Summary of Responses 

5. The consultation set out the importance of having a central point or system to 

manage and match data, to enable ceding schemes to identify where a member’s 

deferred pot should be transferred. The consultation proposed two options for this:  

• A central clearing house (which would be responsible for matching deferred 

pots and lead on communication with members and schemes), or  

• A central registry (which would act as a database which schemes could 

access to identify where a member’s chosen consolidator was). 

6. Throughout the responses there was broad support, across a range of sectors, 

including pension providers, for the adoption of a clearing house. These responses 

agreed with the benefits set out in the consultation and outlined some additional 

benefits for a clearing house the consultation did not raise.   

7. Respondents suggested that the creation of a clearing house could make the 

automated process simpler for providers, given they would set up systems to interact 

with a single organisation, which they considered would be preferable than dealing 

with multiple potential competitors. Further to this, respondents believed that a 

clearing house would be less complex for members and could result in improved 

understanding / engagement, as they would engage with one organisation and 

remove the risk of multiple providers contacting members regarding their various 

pots. 

8. It was also suggested by some respondents that the clearing house provides a 

more effective model for capturing and consolidating historical pots than a central 

registry, given it is less reliant on individual schemes and can take a holistic view 

across the whole market. Other benefits of the clearing house approach raised by 

respondents included, that, dependent on the design, there may not be a need for a 

regulator to directly monitor the clearing house if it were a public body, reducing cost 

and burden, whilst also ensuring that clearing house is fit for purpose.  

“We agree with the arguments set out in the consultation in favour of a central 

clearing house and we believe this is likely to produce a simpler and more 

consistent experience for members. The specific design of the clearing house and 

the proposed consolidation process will need careful development and will likely 

benefit from testing with members.”  

Which?  
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9. In addition, some responses to the consultation suggested that the clearing house 

could support the government further if they wished to explore a longer-term aim of 

moving towards a lifetime provider / stapling approach.  

“The clearing house should be designed so that it could also be used for pension 

contributions as part of a future lifetime pension. The additional functionality would 

be to allow payroll contributions to be paid from a participating employer to the 

employee’s chosen pension scheme.”  

Hargreaves Lansdown 

10.  However, some respondents raised concerns about the clearing house 

approach, with a key concern being around how the clearing house will be funded. 

To set up the clearing house there will be initial costs to create and develop systems, 

with the necessary automated processes, as well as ongoing costs in terms of data 

storage, system maintenance and administrative costs. Some schemes suggested 

they would not be supportive of existing levies being increased or new levies being 

applied to schemes to cover these costs, while other schemes suggested that this 

would be the most appropriate funding model. 

 

“As stated in the consultation this will require additional investment. We would be 

keen to understand how this would be funded. In particular we would not be 

supportive of levies being increased or applied in order to bear these costs” 

Smart Pension 

 

“We should also consider how a clearing house would be funded. In our view, 

given that ending small pot proliferation will benefit the whole industry, the whole 

industry should contribute to the solution. This may be achieved through the 

General Levy or a similar mechanism.” 

Scottish Widows 

11. Some responses outlined that there would need to be significant thought given to 

messaging around the clearing house; to ensure that members are aware of the role 

of the clearing house, to avoid the presumption that it could be a scam, some 

respondents suggested that this could be mitigated through clarity that the 

communication is coming from a government/ government backed organisation. 

Several respondents raised concerns around the clearing house and potential 

security risks. An additional risk outlined with this approach is that it is reliant on the 

clearing house having the correct contact details for members. This may result in 

members having their pots consolidated without being given the opportunity to opt-

out as communications never reached them. 
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“It is essential that the clearing house is a trusted, government-endorsed 

organisation, as individuals will otherwise see any approach about a pension 

transfer from an unknown entity as a potential scam” 

Capita 

 

“Whether a clearing house or central registry is used, thought will need to be given 

to ensuring appropriate data protection and cyber security measures are in place to 

reduce the risk of breaches and scams, and to promote confidence in the system.”  

Sackers  

12. While most respondents, supported the clearing house approach, some felt that a 

central registry approach would be more suitable. This was generally because of the 

belief that this approach would be quicker to implement and could potentially rely 

more heavily on the work already undertaken as part of pensions dashboard3.  

13. In addition to this, respondents considered that the creation of a central registry 

would have lower implementation costs in comparison to a clearing house. Given a 

clearing house will require the development of a new digital infrastructure whereas 

the central registry relies on communication between providers. A small number of 

respondents also considered that a central registry approach could be more efficient 

in practice as providers would be able to access the database themselves and send 

their own communications. Alongside this, respondents also suggested that if the 

communication was coming from a provider the member already has a pot with (as it 

would with the central registry approach), this could reduce the risk of members not 

engaging with communication regarding consolidation of deferred pots.  

14. However, there were significant concerns raised in response to the central 

registry being a security / data risk and ultimately a target for cyber-attacks.   

“We acknowledge that the most effective and cost-effective approach could (as is 

suggested) be to use the pensions dashboards framework as a central registry 

point in the long-term. However, we are not convinced the current initial framework 

and infrastructure would be sufficient in terms of holding the relevant data to do this 

effectively, thus, further developments would be required to use the dashboards 

framework for this purpose.”  

Society of Pension Professionals (SPP) 

15. Another option raised in response to our consultation was that rather than 

creating a single centralised organisation to allocate small pots to consolidators, we 

could look to adopt a model like seen in Australia. Under this approach, it was 

suggested that DWP or HMRC or another part of government could act as a central 

point focussing on developing the enabling services and rules that will govern the 

network, which will enable third party clearing houses to connect and act as a 

 
3 UK Pensions Dashboards Programme | Homepage 

https://www.pensionsdashboardsprogramme.org.uk/
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clearing house providing services to schemes directly; in a cost-effective, timely 

manner.  

What happens when a member fails to 

choose a consolidator? 

Question 2: Which, of the options we have set out, do you think is the best 

approach to allocate a member a default consolidator in cases where a 

member does not make an active decision? Are there alternatives? 

Summary of responses 

16. The consultation set out two options as potential approaches to allocate 

members to a default consolidation in situations where a member did not make an 

active choice, these options were:  

• Option A – allocate all small pots between the providers who meet the criteria 

to be a consolidator at a level proportionate to their market share.  

• Option B – given the likelihood that a member will have a deferred pot already 

with a consolidator scheme, this scheme would be allocated as the members 

consolidator scheme. In cases where a member has pots with multiple 

schemes that are authorised consolidators their deferred pots could be 

allocated to the consolidator scheme that holds their largest deferred pot. 

17. There was broad agreement from respondents that Option A was a less 

favourable approach than Option B. With Option A being criticised for a range of 

reasons, the key concern being the risk of creating an uncompetitive default 

consolidator market, bedding in existing market share, and restricting the ability of 

new entrants to the market, whilst removing incentives for smaller providers to grow 

their share of consolidated pots.  

18. Alongside this, respondents felt the suggestion that this approach would reduce 

the risk of creating an oligopoly was not relevant, given the policy aim to introduce a 

small number of default consolidators in the first place. Respondents considered 

there to also be a risk that this approach could unfairly benefit some schemes and 

not comply with competition law, whilst also require regular monitoring, which could 

be challenging to implement effectively.  
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19. In addition, responses outlined Option A reduces the chances of a member being 

allocated to a consolidator where they already have a deferred (or active) pot, 

resulting in a higher number of transfers than potentially required and resulting in 

more members being allocated to a consolidator where there is no previous 

relationship – increasing the risk of members being disengaged and/or confused. 

With a common view across respondents that it would be more favourable to design 

the approach in a way that pots are consolidated with or into existing pots where 

possible – given it would reduce unnecessary administration costs and would build 

on an existing relationship between the members and provider.  

20. Further to the engagement argument, respondents also made the point it would 

be simpler for members to understand why their pot had been consolidated into an 

existing pot rather than a new pot being created with an alternate scheme, crucial to 

meeting one of our key objectives – faith in the system on the part of members. 

21. In response to Option B, respondents highlighted that they thought the key 

benefit of allocation pots based on greatest value was that it would support 

consolidators to develop economies of scale, noting that very small pots are costly to 

run and are unprofitable – so this could be an important balance to ensure that 

consolidators are financially viable.  

22. Alongside this, respondents suggested that Option B could reduce the overall 

number of transfers as pots will stay with authorised consolidators in the first instance 

(as opposed to Option A where there is no link between where a member’s pot is and 

where they will be allocated as a consolidator).  

“We are supportive of Option B as a default for members who have a small pot with 
an existing consolidator. This will simplify the journey and likely provide a better 
outcome and experience for members. It will also minimise administration for 
ceding schemes and better support economies of scale for the consolidators”  

Society of Pension Professionals (SPP) 

23. However, some respondents presented areas where they thought Option B would 

need to be amended to work in practice, one example of this is for a member who 

does not have an active pot with an authorised consolidator. Alongside this, 

respondents suggested that this approach is only effective if the schemes that hold 

many deferred pots apply to become a consolidator.  

24. In addition to the two options presented in the consultation, some respondents 

proposed alternative approaches, with some suggesting that a combination of the 

different options would work best.  Some respondents felt that Option B could work 

“Under Option A, we question if allocating pots based on a consolidator’s market 

share might create perverse incentives to manipulate size. In any case, market 

share can change significantly if, for example, one provider loses a very large 

employer to a competitor, and this would need to be monitored and updated on a 

regular basis”  

The Investment and Life Assurance Group Limited (ILAG) 
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well if this approach was combined with additional criteria / factors. For example, in 

the first instance, where a member does not make an active choice regarding their 

consolidator, they would be allocated a consolidator based on where their largest pot 

was (with an authorised consolidator). However, in cases where they do not hold a 

pot with a consolidator, they would then be allocated a consolidator based on a 

carousel approach – where each consolidator gains an equal proportion of deferred 

pots for members which fall into this category. This approach will allow a member to 

keep an existing relationship with a previous consolidator if they have one.  

“We believe that a simple carousel system whereby small pots are divided evenly 

between all registered consolidators unless the member makes an active decision 

would be a better option – allowing for new market entrants and fair competition.”  

M&G 

25. A further alternative, which some respondents suggested, was that in the first 

instance a member should be consolidated into a consolidator scheme where they 

have an active pot. With respondents arguing that this is likely to increase the 

chances of engagement, due to the link to their current pension pot with their current 

employer. 

Authorisation to act as a Consolidator 

Question 3: Do you agree that there is a need for an authorisation regime for 

a scheme to act as a consolidator? If so, what essential conditions do you 

think should form part of the authorisation criteria? 

Summary of Responses 

26. The consultation set out the importance of ensuring that schemes acting as 

default consolidators must demonstrate that they deliver good levels of value for 

money for their members. As such the consultation proposed the idea of an 

authorisation regime, operated by the relevant regulators, which would set out certain 

conditions that a scheme must meet to become a consolidator. 

27. Overall, there was strong support for an authorisation regime for a scheme to act 

as a consolidator, with the majority of respondents agreeing that this should be a key 

part of the multiple default consolidator framework. With respondents providing a 

wide range of essential conditions for a provider to become a consolidator. The most 

common of these was ensuring that the consolidators provide strong value for money 

(VFM) outcomes for members ensuring that a small pot would not be transferred from 

a well performing scheme to a poor performing consolidator.  

28. A consistent argument put forward in responses was making sure a member’s 

pot was protected from schemes with poor investments returns to minimise the risk of 

a pot reducing in value following consolidation. Responses tied this argument closely 
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with the VFM a scheme was able to provide for a member’s small pot. Similarly, 

some respondents made it clear that the consolidators should be monitored by a 

regulator, to ensure that they continue to provide the levels of value they had to 

demonstrate in order receive authorisation to act as a consolidator. 

29. Another common view presented by respondents was that schemes should be 

able to demonstrate an ability to process transfers efficiently at a low cost; given it will 

be essential to keep costs of transfer as low as possible to make the economics of an 

automated solution work.  

30. Respondents raised questions around what charging structure consolidator 

should be allowed to use, with some suggesting that they should not be able to 

charge a flat fee on consolidated pots; with the argument that there would be little 

benefit to the member of consolidation if their pot was exposed to higher charges.  

“We agree that there should be an authorisation regime. Without an authorisation 

regime there is a risk of having consolidators that don’t offer value for money. This 

will ensure there is a positive investment strategy for members. There should be 

some sort of regulation around charges for small pots members, possibly not 

allowing the charges in the consolidator to be higher than the charges in the 

scheme they are coming from” 

Hymans Robertson LLP 

31. Some responses presented the view that they expect a consolidator to 

demonstrate more regular contact with members than is required under current 

regulations; with a particular focus on member communications with a drive to 

increase member engagement. Respondents argued that member communications 

and engagement should be measured, to ensure they are keeping to a set standard. 

Additionally, a large number of respondents agreed with our consultation that 

schemes must actively undertake same scheme consolidation as part of the 

authorisation process. 

32. However, some respondents argued that same scheme consolidation should not 

be mandated or required as part of authorisation to act as a consolidator because 

multiple benefit tiers should be transferred on a like-for-like basis (for example, 

protected Normal Minimum Pension Age (NMPA) 55), and this may be difficult under 

a same scheme consolidator approach. 

33. While most respondents considered that an authorisation regime to act as a 

consolidator was necessary, some respondents considered that the current Master 

Trust Authorisation and Monitoring regime was sufficient for trust-based schemes, 

and to avoid additional burden/complexity on pension schemes we should proceed 

under this approach. 

"We do not believe that there is a need for an extensive regulatory regime specific 

to consolidators as long as they are authorised master trusts. The master trust 

supervisory regime, combined with the new holistic VFM requirements, will, in our 

view suffice.”  

Mercer 
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Pot size 

Question 4: Do you agree with setting the initial maximum limit for consolidation at 

£1,000, with a regular statutory review? 

Summary of Responses 

34. The consultation discussed the importance of setting the correct eligibility scope 

for automatic consolidation, with the risk of going too low being that you reduce the 

level of consolidation resulting in a situation where the cost of implementation is 

higher than the potential savings/benefits. Whereas if you go too high there is a 

greater risk of detriment to members and scheme, if the individual was consolidated 

into a scheme that had lower investment returns. Therefore, the consultation 

suggested an initial maximum limit for consolidation of £1,000, with a regular review 

to ensure the limit remained appropriate.  

35. Responses to this question were mixed, with broadly half the responses agreeing 

that £1,000 struck the right balance, with the other half disagreeing – either 

considering the limit should be higher or lower.  

36. Respondents who supported the £1,000 limit outlined that they considered this to 

be a good starting point to achieve significant levels of consolidation without having 

an overly destabilising effect on the market. With respondents agreeing that with the 

overall average pot size being approximately £3504, this limit would allow for the 

consolidation of a significant number of pots and benefit many members. 

“The data presented in the consultation document suggests that £1,000 will be 

sufficiently high to capture enough pots with a sufficiently large total asset value to 

make the introduction of an automatic consolidation process worthwhile”  

Which? 

37. Throughout several responses to this question, it was argued that, from the 

perspective of a member, £1,000 is very small in terms of the impact it can have on 

their retirement income. By having a higher maximum value for consolidation, it 

allows a member’s pot within a consolidator to increase in value at a greater rate, as 

a result of more pots being eligible for consolidation, and is more favourable for 

investment. Whilst also supporting consolidator schemes to increase their scale, 

enabling them to provider greater economies to their members. 

38. Respondents suggested that when considering the implementation of the 

solution, the Government should give thought to a phased approach to the pot limit, 

gradually increasing the limit over time to reach £1,000. Allowing for a more gradual 

roll out will enable schemes to test the initial process with lower value pots, while also 

 
4 Ending the proliferation of deferred small pots, July 2023 
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reducing the financial burden of transferring a significant number of assets out of 

their scheme.  

“The data shows the average value of a deferred pot of under £1,000 is £350. It 

would seem prudent to set the initial deferred small pot limit at £500 to ensure the 

regime, once implemented, is functioning as intended without consumer detriment. 

Once the framework has been proven in an operational environment over a period 

of time, we believe it would then be appropriate to increase the limit to £1,000 

without the need for a full statutory review.” 

The Investing and Saving Alliance (TISA) 

39. Some respondents agreed with the initial figure of £1,000 as a starting limit, 

however, went further and argued that this figure should be regularly reviewed with 

the aim of increasing it overtime. One reason behind this viewpoint was as the value 

of the limit gets higher it captures more pots and therefore benefits more members. 

Further as schemes become more in tune with the policy of consolidation the market 

will be more susceptible for slow gradual increases, therefore will have less of an 

effect.   

40. However, some responses argued that the limit should be set higher, given how 

quickly a member is likely to reach the £1,000 limit, considering this would be too low 

for the solution to have any real impact on the overall number of deferred small pots. 

With increasing wages and inflation, the figure could quickly become obsolete. 

Additional to this, some respondents went further and argued the Government should 

aim to put the maximum pot size value at or just under the breakeven point, as this 

will remove schemes unprofitable pots.  

“We believe that the maximum limit for small pots should be set above the 

proposed amount of £1,000 and propose that it should be set at a higher level, 

closer to £5,000. A worker earning £19,000 p.a. would likely amass £1,000 in just a 

year, assuming statutory minimum pension contributions at 8% of Qualifying 

Earnings. Setting the maximum limit at £1,000 therefore does too little to stem the 

proliferation of small pots.” 

Mercer 

41. In contrast to this, there was a proportion of respondents who argued the 

maximum limit of £1,000 was too high. Given the average size of a small pot referred 

to in the consultation was £350, responses suggested a phased introduction, starting 

at a level of no more than £500 would be more appropriate. This is because a value 

of £500 will still sweep up the majority of small pots and would have a smaller impact 

on the market initially; some respondents considered that starting at £1,000 may 

have a detrimental impact on some providers which would challenge their financial 

sustainability.   

“Of the options initially presented, we believe the lowest option is the best one, and 

as per our initial consultation response, a cohort of our members believes that 
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£1,000 is too high (noting the DWP has stated that the average value of a pot 

smaller than £1,000 is approximately £350), and therefore we would better support 

a value of c£500 as a starting point, with this being statutory reviewed periodically. 

It may allow the industry to embed the new model effectively before it increases the 

threshold and volume of members impacted.”  

Society of Pension Professionals (SPP) 

42. Whilst responses to this question did not completely agree that £1,000 was the 

correct starting point, there was a strong proportion of responses who acknowledged 

the value selected strikes the right balance for both schemes and importantly 

members.   

Further, respondents raised two questions the consultation did not address:  

• Where the value is below the limit at the time of point when it is assessed as 

eligible but is above at the time of transfer due to investment gains during the 

period between identification and transfer, will it still be eligible for 

consolidation.  

• What happens if a member has two eligible pots for consolidation with one 

provider and they do not adopt same scheme consolidation. 

Same scheme consolidation 

Question 5: Do you agree with this proposal not to mandate schemes to 

undertake same scheme consolidation at this current time? 

Summary of Responses 

43. The consultation proposed not to mandate schemes to undertake same scheme 

consolidation, however, encouraged schemes to undertake this where possible, but 

proposed it would be an expectation that schemes who wished to act as a default 

consolidator would already undertake same scheme consolidation.  

44. A large majority of responses agreed with the proposal not to mandate same-

scheme consolidation at this current time, noting legislative and operational barriers. 

With respondents setting out how, they believed, that in some cases members have 

multiple pots with the same provider for good reason, including different features, 

guarantees or charges. Some respondents outlined the problem with mandating 

same scheme consolidation because schemes provide varying benefits and 

protections to different pots and therefore are unable to transfer them across without 

the member losing some benefits.  
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“Yes we agree with this approach. Same scheme consolidation can be complicated 
particularly in contract-based pensions and providers that provide different terms 
based on the employer providing the pension. Pilots and initiatives should be 
allowed to progress without mandation”  

Phoenix Group 

45. However, many respondents highlighted the benefits of mandating same scheme 

consolidation, given that it could reduce cost, risk, and increase customer service. 

This in turn could improve value for money, enable better guidance, and member 

centricity.  

46. Others welcome the idea of allowing same-scheme consolidation without 

consent, however, acknowledge for this to be a whole market solution changes in 

legislation will need to occur. It was supported that same scheme consolidation reaps 

great benefits and should be mandated further down the line if there is no voluntary 

uptake across pension schemes. 

47. As set out earlier, in response to the question regarding authorisation to act as a 

default consolidator, there was a significant number of responses who agreed that a 

scheme must already be offering same scheme consolidation to be able to act as a 

consolidator.  

“We agree that there should be an expectation that any scheme applying for 
authorisation to act as a default consolidator would already undertake same 
scheme consolidation. We also agree that schemes should not be mandated to 
undertake same-scheme consolidation at this time.” 

Nest  

Default Consolidator Framework 

Question 6: As a whole, do you agree with the framework set out above for a 

default consolidator approach? Are there any areas that you think have not been 

considered, that need to form part of this framework? 

48. The consultation outlined the proposed approach to address the small pots 

challenge, as part of this we set out a range of proposals to provide direction on key 

elements of the framework. As part of this, we were keen to understand from 

respondents whether there was overall support for this approach, or whether there 

were areas that would benefit from further exploration.  

49. Overall, the framework set out in the consultation received broad support from 

respondents with the majority of respondents agreeing to the framework; although 

there were some elements that may benefit from further exploration as part of the 

industry delivery group.  
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“We believe this consultation sets the right direction of travel to resolve the issue of 
the proliferation of small pots in UK workplace DC schemes – an issue that 
requires resolution. We believe the idea of appointing a small number of schemes 
as default consolidators is in tune with the direction that the market should be 
taking, in the interests of members. Providing deferred pots are moved to ‘link up 
with’ an existing pot – active or deferred – within a consolidator, it should improve 
member experience, and we believe it will be welcomed by members” 

Nest 

50. One area that respondents raised was the 12-month period for a pot to be 

classified as deferred, with some considering that this period should be longer given 

the risk that members may go on long-term sick / parental leave and return to find 

their pot has been consolidated.  

“However, it is not uncommon for employers into cease pension contributions 

whilst a member of staff is on parental leave. Further, according to UK Government 

data, 6% of women take 53 weeks, or more, in maternity leave5. Under the 

proposed 12-month rule, an employee could return to work from such a period of 

leave to find that their pot has been consolidated.”  

Pensions and Lifetime Savings Association (PLSA) 

51. While broadly respondents were supportive of the default consolidator approach, 

a small number of respondents continued to believe that the Government should 

reconsider their approach and opt with a pot follows member approach instead. Key 

arguments against the consolidator approach included that some considered the 

solution should focus on working closer to the pensions dashboards.  

“We do not agree with the framework set out for a default consolidator approach. 
The impact on competition, on savers and on the employer relationship requires 
further exploration, and needs to form part of this framework.”  

Association of British Insurers (ABI) 

52. As set out above, some respondents, while agreeing with the framework broadly, 

considered there were some areas that would benefit from further consideration as 

the policy is developed further through the industry delivery group. Key areas that 

respondents considered should be explored further included:  

• Whether members can change their default consolidator after their pots have 
been consolidated; 

 

• Are members able to move their pots to another scheme outside the 
consolidators once their small pot have been joined together;  

 

 
5 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/214
367/rrep777.pdf  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/214367/rrep777.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/214367/rrep777.pdf
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• How will the Government approach achieving a material reduction in the cost 
of transfers, to support the delivery of this approach;  

 

• What are the timeframes involved for schemes to transfer eligible pots out, 
and will this be done on a rolling basis or periodically. 

 

• How best to improve member communication to ensure that it is consistent 
across schemes, creating trust and encouraging active engagement.  

 

Equality impacts of the proposal 

Question 7: Do you have any comments on the positive or negative impacts of a 

default consolidator approach on any protected groups, and how any negative 

effects could be mitigated? 

Summary of Responses 

53. Under the Equality Act 2010, public bodies have a duty to give due regard to the 

needs of people with ‘protected characteristics. The Public Sector Equality Duty 

covers the protected characteristics of age; disability; gender reassignment; 

pregnancy and maternity; race; religion or belief; sex; sexual orientation; and 

marriage and civil partnership – in respect of eliminating unlawful discrimination only.  

In line with this we sought input from respondents around the impact of the default 

consolidator approach on protected groups. 

54. Respondents recognised that deferred small pots are held by a higher proportion 

of low earners and multiple job holders, women, ethnic minorities and other under 

pensioned groups who are making minimal pension contributions and who change 

jobs more frequently due to insecurity of part-time work.  

55. Many respondents felt a default consolidator would provide a more substantive 

outcomes for members with deferred small pots, and result in a positive impact on 

many protected groups. Although some respondents felt the 12-month deferral period 

could negatively impact those employees who take paternity, maternity, or sick leave, 

as discussed in the response to question 6. 

56. Respondents felt that consideration should be given to other protected groups 

including older members and those with disabilities, with particular attention to be 

“We think that the default consolidator approach will have particular benefit for 

those most likely to be in insecure or lower paying work, which particularly includes 

women, those with certain disabilities, and members of some ethnic groups.”   

UNISON 
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paid to how industry would communicate changes to their pots to these groups. 

Some respondents felt the communication should be clearly demonstrated from the 

government to increase trust and confidence. 

57. There was a strong consensus to identify best practice for communications, with 

multiple mentions of referring to the Financial Conduct Authority’s (FCA’s) Guidance 

for firms on the fair treatment of vulnerable customers6 and the FCA’s Consumer 

Duty. Communications should be of appropriate format, clear and easily 

understandable to help members make decisions, especially to those protected 

groups who are less likely to be engaged due to lack of understanding of the 

process. 

58. Concerns were also raised in relation to societal views or religious beliefs being 

considered when a pot is consolidated, including ensuring that members such as 

those within Sharia funds were not disadvantaged or excluded from any automated 

consolidation solution. Many responses highlighted the protection of members 

holding schemes with specific benefits, such as a protected pension age, a 

guaranteed annuity rate, or tax-free cash obligations. 

  

 
6 https://www.fca.org.uk/publications/finalised-guidance/guidance-firms-fair-treatment-vulnerable-
customers 
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Chapter 2: The Multiple Default 
Consolidator Framework and 
Next Steps 

Introduction 

59. Our consultation in July 2023, Ending the proliferation of deferred small pots7, 

outlined the proposed approach to address the small pots challenge. In this 

consultation, we put forward a multiple default consolidator approach, from the 

responses we have received to this consultation, we have concluded that this is the 

most appropriate approach and will work to introduce it. While some respondents 

outlined that this was not their preferred approach, many of them agreed that if 

implemented correctly, it could effectively address the small pots challenge. As set 

out in the July consultation, we will establish an industry delivery group, working 

together with government, to work through the complex and challenges design and 

delivery questions that need to be addressed to ensure the successful 

implementation of this approach – that members can understand and trust. 

60. This chapter sets out the government response to the consultation, to give further 

clarity on the outline of the multiple default consolidator framework, while also 

outlining areas which will be the key focus of the industry delivery group. The 

creation of the industry delivery group will provide government with time to further 

develop the policy and address some of the complex challenges that need to be 

overcome ahead of implementation. It is our ambition to legislate for this approach 

when Parliamentary time allows, building time for the required collaboration to ensure 

that the overall solution can support members achieving greater outcomes from their 

workplace pensions.  

Central clearing house 

61. Our consultation set out that a key obstacle of the multiple default consolidator 

approach would be the need for a central point to inform schemes of where to 

transfer a member’s deferred pot to. The consultation set out two options to 

overcome this barrier: 

• A central clearing house, which would be responsible for matching deferred 

pots and lead on communication with members and schemes; 

 
7 Ending the proliferation of deferred small pots, July 2023 
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• A central registry, which would act as a database which schemes could 

access to identify where a member’s chosen consolidator was. 

62. From the responses we received, it is clear that both approaches have their 

merits. However, there was agreement across the responses that a clearing house 

approach was more favourable.   

63. The Government recognises there were potential benefits of opting for the central 

registry approach, with supporters of this approach considering that it could align 

more closely to the pensions dashboard, which could have made the implementation 

of this approach simpler and lower cost. Further, a central registry approach could 

remove the need for third party involvement as providers could access the 

information directly.  

64. However, significant concerns were raised around the potential data and security 

risks of creating a central registry, alongside the potential competition risks that could 

occur because of giving schemes access to their competitor’s data.  

65. Some respondents suggested that that we should look to rely on the pensions 

dashboard infrastructure, including the pensions finding service, instead of creating a 

new central infrastructure to support small pot consolidation. However, dashboard 

infrastructure, being member initiated, is significantly different to what would be 

required from a clearing house – where action is taken without requiring member 

involvement. The small pots delivery group will be tasked with considering the 

interactions between the pensions dashboard and the delivery of small pots 

solutions, we will look to involve individuals with extensive knowledge of the 

dashboards work to ensure greater collaboration. 

66. On this basis, we have concluded that the clearing house approach is our 

preferred approach to support the delivery of the multiple default consolidator 

approach. It will enable for a central point, to support schemes and members through 

the consolidation process and can act independently in allocating members to a 

consolidator scheme in cases where a member does not make an active choice. It 

will reduce the burden on schemes who will be able to interact with a single 

organisation, and it could, dependent on role and remit, support greater 

communication and engagement with members. 

67. Further to this, we have considered how the clearing house could better support 

an evolving pensions landscape. In part two of this document, we seek evidence on 

whether a move towards a lifetime provider model would be more beneficial for 

members. To do this, it is likely that there will need to be a significant change in how 

pension contributions are currently paid by the employer to the scheme. One option 

for this, as seen in Australia, would be to introduce a clearing house. This would give 

a wider, longer-term benefit of adopting a centralised clearing house approach for the 

consolidation of deferred small pots.  

68. There are questions outstanding regarding the role, remit and design and funding 

of the central clearing house, this will be one of the key areas for the industry delivery 

group to focus on, where we will look to leverage industry expertise and take 
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advantage of international evidence to design a central clearing house that will 

support the drive towards achieving a low-cost administration and transfer system 

which will be fundamental to the overall delivery of net benefits to members.   

69. Further work with stakeholders will also be important to develop a better 

understanding of the potential transition costs to an automated solution. Whilst it is 

believed the costs of establishing an automated solution should be relatively small in 

comparison to the long-term benefits from automatically transferring pots (in terms of 

reduced administrative burden), at this stage the Government is unable to present a 

precise estimate of the transitional costs associated with developing a solution that 

facilitates this (including its design and implementation, and any transitional changes 

providers will need to make to their processes and infrastructure), as well as the 

ongoing costs of maintaining and updating it. 

70. For comparison, Australia’s SuperStream reforms (which included a clearing 

house and gateway platform) took about 4 years to fully develop and had investment 

costs of an estimated A$1.5bn8 (£930m9) over the 2012 to 2018 financial years. 

However, this was based on estimated A$900m (£560m) costs to providers and 

A$600m (£370m) costs to employers. These costs were borne by providers through 

levies. Due to differences in the pension systems, we do not anticipate there being 

significant costs to employers in the UK. 

71. However, initially, Australia projected the costs of implementing the SuperStream 

reforms to be A$467m (£280m) over 7 years10. Of this, about 2/3s of the costs were 

expected to be IT-based, the majority of which were expected to be data and e-

commerce standardisation. Any solution implemented in the UK is likely to build upon 

the data requirements in the regulations for the Pensions Dashboard– a similar large-

scale reform which estimated an upfront cost to industry of £324m11. As some data 

standardisation will already be necessary for the Dashboard, we would expect 

£324m to represent the top-end of an estimate for the transition costs to industry of 

an automated transfer system as some of these costs will already have been 

incurred. If data standardisation is assumed to account for up to 2/3s of the costs, as 

in Australia, that would represent significant savings. We intend to assess these 

assumptions with the industry delivery group as we further develop the policy 

design/approach. 

 
8 SuperStream_Program_Benefits_Report.pdf 
9 Based on a A$/£ conversion rate of 0.62 in August 2017. 
10 SuperStream_factsheet.pdf (treasury.gov.au) 
11 The Pensions Dashboards (Amendment) Regulations 2023 (legislation.gov.uk) 

Conclusion – a clearing house 

In conclusion, the Government has decided to proceed with a clearing house 

approach to underpin and support the multiple default consolidator. The industry 

delivery group will be tasked to carefully considered the role, remit, and design of 

the clearing house as a priority area.  

https://s3-ap-southeast-2.amazonaws.com/ehq-production-australia/53e3f6fa82b1a879b47722905068f5e523748c45/documents/attachments/000/062/060/original/SuperStream_Program_Benefits_Report.pdf?1504139268
https://ministers.treasury.gov.au/sites/ministers.treasury.gov.au/files/2019-08/SuperStream_factsheet.pdf
https://www.legislation.gov.uk/ukia/2023/64/pdfs/ukia_20230064_en.pdf
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Allocating a member to a consolidator who 

hasn’t made an active decision 

72. A key feature of the multiple default consolidator approach is that it enables a 

member, where they wish to, the opportunity to make an active choice about which 

default consolidator they would like to use. However, we anticipate there will be a 

number of cases where a member does not make an active choice. The consultation 

proposed two approaches to deal with this: 

• Option A: allocate all small pots between the providers who meet the criteria to 

be a consolidator at a level proportionate to their market share.  

• Option B: given the likelihood that a member will have a deferred pot already 

with a consolidator scheme, this scheme would be allocated as the members 

consolidator scheme. In cases where a member has pots with multiple 

schemes that are authorised consolidators their deferred pots pot could be 

allocated to the consolidator scheme that holds their largest deferred pot. 

73. The consultation acknowledged that both of these approaches had their 

limitations but sought views from respondents on which of these was most suitable or 

whether there was an alternative that was worth consideration.  

74. As discussed in Chapter 1, option A received very limited support as an 

appropriate method to allocate members to a consolidator in the absence of member 

choice. With a key concern being that that it could create an uncompetitive default 

consolidator market.  

75. While option B received greater levels of support, there were concerns raised 

about how this approach would work for members who didn’t have a pot with a 

consolidator previously. Despite this, option B still has some merit as an approach for 

allocating a member to a consolidator, this is due to members being more likely to 

make a connection to the scheme if they are consolidated into a scheme where they 

already have a pot, which could result in improved engagement. Alongside this, it 

should also reduce the number of transfers required (and therefore cost), as 

schemes authorised to act as a consolidator would have a greater probability of 

retaining their members with deferred pots. 

76. Some respondents suggested approaches where either members would be 

allocated purely on a carousel approach, or where schemes would partner up with 

authorised consolidators and transfer eligible pots to the partnered consolidator when 

eligible. Both of these approaches would not enable a member to be consolidated 

into a previous pot, creating unnecessary pots and also not taking advantages of a 

pre-existing relationship where possible.  

77. We agree with respondents that a key aim when allocating members to a 

consolidator should be to consolidate them into an existing pot, where possible, to 

continue the relationship between member and scheme and reducing cost. However, 

we accept that there needs to be an alternative approach for those that do not have a 
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pot with an authorised consolidator, therefore, it would seem sensible that in those 

instances, a member should be allocated a scheme based on a carousel approach. 

Conclusion – allocation of members to a default 

consolidator 

We will proceed with an amended option B approach, this will in the first instance 

look to consolidate members into a scheme where they already have a pot. If they 

have multiple pots with different consolidators, they will be allocated to the scheme 

which holds their largest pot.  

In cases where a member does not have a pot with an authorised consolidator, we 

will look to allocate members to an authorised consolidator based on a carousel 

approach. The carousel approach will divide pots at an equal proportion, between 

the authorised consolidators.  

Authorisation to act as a consolidator 

78. Our July consultation, set out that in order to deliver an effective multiple default 

consolidator approach we would need a proportionate default consolidator regime 

which will enable the relevant regulators to authorise a small number of schemes to 

undertake this role – consistent with our objectives to move towards a more 

consolidated workplace pensions market.  

79. As part of this, we set out that schemes, would be required to apply for 

authorisation, and alongside this we would consider with the FCA a similar 

authorisation framework to ensure appropriate parity for contract-based schemes that 

wished to act in the space. To clarify, no schemes will be required to apply for 

authorisation to act as a default consolidator, only those schemes that wish to act as 

a consolidator would need to seek authorisation. This proposal received broad 

support from respondents, with the majority agreeing that authorisation to act as a 

consolidator would be vital in ensuring that members were consolidated into 

schemes that offered the greatest levels of value for money. 

80. Alongside this, the suggestion that to be a consolidator you must already offer 

same scheme consolidation received broad support from respondents, with many 

agreeing that this is a vital component of what a consolidator scheme must be able to 

deliver. We are aware of the difficulties faced by contract-based providers and we are 

carefully exploring legislative changes necessary to enable providers to transfer 

pension savers without consent, internally or to another provider, with appropriate 

protections built into the process. 

81. We sought views on which essential conditions should form part of any 

authorisation criteria. There were a wide range of views provided in response to this, 

discussed in Chapter 1, but most supported the view was that it would be important 

to link authorisation of a consolidator to the Value for Money framework, ensuring 

that schemes must demonstrate value for their members to become a consolidator.  
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82. As such, we continue to believe that it will be necessary to develop an 

authorisation regime for schemes to be able to act as consolidators, but it will be 

important that we are able to create this in a proportionate way that encourages 

schemes to enter this market. There are some questions that require further 

consideration, with the benefit of insight from the industry delivery group, around 

what the overall authorisation process should look like, and how consolidators are 

supervised to ensure they continue to deliver good value for money for their 

members.  

Conclusion – authorisation to act as a default 

consolidator 

We will develop an authorisation and supervisory regime for trust-based schemes 

to act as consolidators and investigate options for a similar framework for contract-

based schemes, working with the FCA, with the aim of ensuring parity of 

requirements and member experience.  

We have considered the areas that respondents suggested as suitable condition to 

form part of the authorisation criteria, and we believe that a scheme will need to 

demonstrate the following: 

• they must be an AE scheme and/or a qualifying scheme for AE;  

• must already undertake same scheme consolidation (acknowledging the 

need for legislative change for contract-based schemes to undertake this);  

• would have to demonstrate good levels of VFM, which would be reviewed 

periodically; 

• they must themselves offer decumulation services, including a default 

decumulation offer to members; 

• high quality communication to affected members focused on driving 

improved engagement; 

• protection for members against flat fee charges, above the level of the 

current de minimis; 

• the scheme would have to have sufficient scale and/or hold a certain 

number of small pots, to be able to deliver value for consolidated members. 

Eligible pot criteria 

83. In the July consultation, we set out the importance of striking the right balance for 

the eligibility of automatic consolidation solutions, between achieving high levels of 

consolidation, while also ensuring that member outcomes are improved. Our 

consultation set out that the starting point for eligible pots were that they must be 

within the automatic enrolment workplace pensions market within charge-capped 

default funds (including sharia compliant funds) but did not include pots with 

guarantees.  
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84. From the responses to our consultation, it was broadly agreed that this scope is 

correct as a starting point and would keep the solution sufficiently broad to benefit 

individuals. However, there was a question raised in relation to how to best deal with 

hybrid schemes, and schemes designed to tailor for specific beliefs, whose members 

are unlikely to want to be consolidated into a default consolidator. These are 

important areas to consider further, and we will look to explore these with the industry 

delivery group to ensure a suitable position is found. 

85. Alongside this, the consultation set out two further proposed criteria for a pot to 

be eligible for automatic consolidation.  

Pot limit 

86. The first of these criteria was that the pot must be valued below £1,000. As seen 

in Chapter 1 of this document, respondents broadly agreed that £1,000 was a 

sensible limit for automatic consolidation. However, some respondents still 

considered that setting the limit at a lower level would be more appropriate, arguing 

that the average pot size referenced in our consultation was £350. While we 

understand this argument, it is important to consider the impact more widely on 

members if we reduced the maximum value for consolidation. For example, based on 

previous DWP data gathering exercises, we estimate that if the limit was set at £500, 

this would likely reduce the number of eligible pots for consolidation by almost a third, 

from 12m to approximately 8.5m.  

87. Furthermore, it would take approximately only 5 months (22 weeks) for a full-time 

employee on National Living Wage making minimum contributions to reach this 

limit12. According to DWP analysis of HMRC data13, just under half (48%) of the 4.3m 

instances of people stopping contributing to their pension in 21/22 had been after 

contribution spells of less than a year. Of which, the majority (68%) were after 

contribution spells of less than six months. 

88. We strongly believe that reducing the maximum pot limit would have significant 

impacts on the overall benefits the multiple default consolidator approach would have 

on individuals and would run the risk of implementing a solution that creates higher 

costs than the benefits that members would receive.  While we understand the 

arguments regarding the financial impact a £1,000 limit may have on schemes, it is 

also important to remember that these pots are unprofitable for schemes to 

administer, which in turn will have a negative impact on members within the scheme 

with larger pots, who are effectively cross subsidising these unprofitable pots.  

89. On the other hand, as set out in Chapter 1, some respondents felt that the 

Government should set a higher limit than £1,000; with concerns that the scheme 

economics of becoming a consolidator may not add up without a higher limit. 

Furthermore, there were suggestions that increasing the limit would also encourage 

greater member engagement, and support greater outcomes. While we appreciate 

 
12 Assuming National Living Wage of £10.42, a 38 hour working week, and 8% pension contributions. 
Ignoring investment growth and charges. 
13 Helping savers understand their pension choices: supporting individuals at the point of access - 
GOV.UK (www.gov.uk) 

https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
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these views, we must balance this against the potential impact starting with a higher 

pot limit may have on current pension schemes; alongside the increasing risk of 

member detriment as the pot value limit for automatic consolidation grows.  

90. When considering this figure, we tried to strike the balance between not setting 

the limit too low and restricting consolidation or setting the limit too high and 

increasing the risk of detriment to members. From the responses received, we 

continue to believe that £1,000 currently does strike the correct balance.  Therefore, 

we have concluded that the £1,000 pot limit suggested within our consultation 

remains a sensible starting point, when legislating for this, we also propose to include 

a regular statutory review requirement on government to ensure that this limit does 

not become obsolete.  

91. Across the responses received to the consultation some queried at what point the 

value of pot was considered, whether this was at the 12-month period or at the point 

of transfer (considering potential for investment gains). Our initial view on this is that 

it would seem sensible to take the value at the 12-month point, and if the pot does 

increase in value (over £1,000) during the period of member communications / 

allocation of a consolidator, it should not become ineligible for automatic 

consolidation. On the contrary, pots that are above £1,000 at the 12-month point, but 

then fall below £1,000 subsequently, should not become eligible for automatic 

consolidation (unless, of course, it remains below £1,000 at the next 12-month point). 

When does a pot become deferred 

92. The second further criterion for a pot to be eligible for automatic consolidation 

was that it must not have received any contributions for a period of at least 12 

months. The aim for this was that it would act as a sensible middle ground to target 

eligible pots, while trying to avoid including individuals who may, for a range of 

reasons, have temporarily stopped paying pension contributions, but remain with 

their existing employer and are likely to return to pension saving.  

93. While we did not ask a specific question on this in our consultation, we received 

limited disagreement on this criterion. Although there were a few respondents who 

raised the interaction with the 12-month period and individuals taking parental leave / 

career breaks, suggesting that it would be sensible to increase this limit further to 

reduce the risk of including these individuals.  

94. One of the key reasons driving the need to consolidate deferred small pots is the 

financial burden they put on schemes, who have to administers these pots at a loss, 

therefore, it is important that deferred pots are eligible to be transferred out as soon 

as possible. In relation to maternity leave, pension contributions continue during a 

period of maternity leave – except in the circumstance where an individual is not 

eligible for statutory maternity pay, as such, cases where contributions have ceased 

for an individual for more than 12 months, as a result on going on parental leave, are 

likely to be very limited.  As part of the consolidation process, we intend that all 

members will be given the opportunity to opt-out of consolidation, so for those who 

know that they will return to their employer’s pension scheme, this will also act as a 

safety net. 
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95. Therefore, we have concluded that the 12-month period set out in our 

consultation remains an appropriate period for a pot to be classified as deferred. 

Conclusion - eligible pot criteria 

In conclusion, the Government has decided that the broad scope of the solution 

set out in the July consultation remains appropriate. Therefore, the criteria for pots 

to be eligible for automatic consolidation that Government intends to take forward 

will be: 

• Pots that were created since the introduction of AE (including contractual 

enrolment) and; 

• Within automatic enrolment workplace pensions market within charge-

capped default funds (including sharia compliant funds), excluding pots with 

guarantees; 

• Pots must have had no active contributions made for a period of at least 12 

months;   

• Pots must be valued at equal to or less than £1,000. This threshold will be 

kept under review as we monitor impacts. 

Equality impacts 

We have considered all responses on equality considerations and recognise small 

pots are disproportionately held by low earners and multiple job holders, women, 

ethnic minorities and other under pensioned groups. Therefore, we will continue to 

keep these sections of society in mind when developing policy and consider the 

impact of any potential solution on all those with protected characteristics in 

accordance with the public sector equality duty.  

Industry delivery group 

96. As set out in the July consultation, we will create an industry delivery group to 

support the Government to work through the complex issues that implementing a 

solution to the deferred small pots challenge presents. It will be key that industry is 

able to work closely with government to provide input and expertise to collaboratively 

develop and implement this solution in the most effective way. The group will need to 

remain focussed on ensuring the overall process minimises burdens on pensions 

schemes whilst balancing the need for simplicity, member security and speed.  

97. The cross-sector delivery group will be tasked to examine specific elements of 

the framework, to support the development of a viable, efficient, and cost-effective 

automated consolidation process for ceding and receiving schemes. For this group to 

deliver on this complex task it will be important that the role and remit of this group is 
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carefully defined, and the key question that need to be examined are agreed from the 

outset.  

98. From the responses to the consultation the key areas that we consider will be 

vital for the delivery group to explore further are: 

• The role and function of the proposed clearing house; 

• The design of a low-cost and efficient transfer system; 

• The authorisation and monitoring of default consolidator schemes; 

• The appropriate communication to members and member journeys; 

• The interactions and cross-over with the pensions dashboard programme; 

• The implementation approach for the default consolidator approach. 

99. We will aim to launch this group in early 2024, with the expectation that the group 

will provide an interim update to Ministers by Spring / Summer 2024, with proposals 

in late 2024 – for Ministers consideration and decisions. 

100.  We have provided a draft terms of reference for the industry delivery group at 

Annex B of this document, which sets out in more detail the role and remit of the 

group, the areas of focus and the proposed structure. 
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Part 2: Looking to the future: 
Great member security and 
rebalancing risk  
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About this call for evidence 

Who this call for evidence is aimed at 

The Government welcomes input from: pension scheme providers; trustees; scheme 

managers; members of workplace pension schemes; employee representatives; 

trades unions; consumer groups; employers and employee representative groups; 

pension industry professionals; and members of the advisory community and any 

other interested stakeholders. 

Purpose of the call for evidence 

The purpose of this call for evidence is to seek evidence and views on a long-term 

vision for workplace pension saving in the UK. We want to explore whether a lifetime 

provider model would improve outcomes for savers, how we can grow the CDC 

market, and whether there are synergies between the two.  

We also welcome views on possible alternative long-term visions we could set out, 

and what the evidence shows in regard to this.  

Scope of call for evidence 

This call for evidence applies to Great Britain. Occupational pensions are a devolved 

matter for Northern Ireland. We will be working closely with counterparts in Northern 

Ireland at the Department for Communities in relation to the matters set out in this 

call for evidence. 

Duration of the call for evidence 

Part 2 – the call for evidence, will run for nine weeks, starting on 22 November 2023, 

and close on 24 January 2024. Please ensure your response reaches us by that date 

as any responses received after that date may not be taken into account.  

How to respond to this call for evidence 

Please send your call for evidence responses to: 

Email: caxtonhouse.lifetimeprovidercallforevidence@dwp.gov.uk 

Government response 

We will publish the government response to this call for evidence on the GOV.UK 

website.  

Feedback on the call for evidence process  

We value your feedback on how well we seek evidence. If you have any comments 

on the process of this call for evidence (as opposed to comments about the issues 

which are the subject of the call for evidence), please address them to:  

mailto:caxtonhouse.lifetimeprovidercallforevidence@dwp.gov.uk
https://www.gov.uk/government/publications?keywords=&publication_filter_option=consultations&topics%5B%5D=all&departments%5B%5D=department-for-work-pensions&official_document_status=all&world_locations%5B%5D=all&from_date=&to_date=&commit=Refresh+results
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DWP Consultation Co-ordinator: caxtonhouse.legislation@dwp.gov.uk  

Freedom of information  

The information you send us may need to be passed to colleagues within the DWP, 

published in a summary of responses received and referred to in the published 

government response.  

All information contained in your response, including personal information, may be 

subject to publication or disclosure if requested under the Freedom of Information Act 

2000. By providing personal information for the purposes of the public consultation 

exercise, it is understood that you consent to its disclosure and publication. If this is 

not the case, you should limit any personal information provided, or remove it 

completely. If you want the information in your response to the consultation to be 

kept 5 confidential, you should explain why as part of your response, although we 

cannot guarantee to do this.  

To find out more about the general principles of Freedom of Information and how it is 

applied within DWP, please contact the Central Freedom of Information team: 

freedom-of-information-request@dwp.gov.uk.  

The Central Freedom of Information team cannot advise on a specific call for 

evidence exercise, only on Freedom of Information issues. Read more information 

about Freedom of Information Act.  

mailto:caxtonhouse.legislation@dwp.gov.uk
mailto:freedom-of-information-request@dwp.gov.uk
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Introduction 

101. In part two of this document, we set out a long-term vision for pension saving in 

the UK. This model attempts to balance security for members who choose not to, or 

are unable to, engage, while facilitating choice for those who can and do.  We want 

to ensure there is a greater balance of risk across the system and that savers do not 

individually bear unreasonable levels of risk for managing a retirement pot they may 

not fully understand.  

102. We believe automatic consolidation of deferred small pots is the right starting 

point for a conversation on whether a lifetime provider model could bring wider 

benefits to savers and to the market. We are also making good progress developing 

CDC schemes, with a broader ambition to grow the CDC market so more savers can 

benefit, and we want to understand how these two approaches could work together.  

The consultation response set out in part one of this document outlines our 

intended direction towards a defined contribution (DC) market with a small number 

of schemes, a subset of which act as authorised default consolidators of eligible 

deferred small pots. This approach will reduce the financial burden on pension 

providers by removing their most unprofitable pots, enabling them to provide 

greater value for money to their members.  

The generation of multiple pension pots, of any size, under the existing AE 

framework leaves individuals with multiple risks to manage. Firstly, the risk of 

managing multiple pots in and of itself. Secondly, timing their investment risk 

appetite to avoid volatility approaching retirement. Finally, the risk that the 

arrangement offered by their scheme does not meet their needs, given it is chosen 

by their employer with little to no input from them. This is combined with the 

difficulties individuals have managing longevity risk, navigating, and providing for 

themselves across their whole retirement. 

We want to build on the reforms already announced, including the multiple default 

consolidator solution for small pots, the Value for Money Framework, the 

development of Collective Defined Contribution Schemes, and Pensions 

Dashboards to deliver security for members in later life while continuing to use 

defaults to harness power of inertia that has already ensured millions more people 

are saving for retirement.  

The case for a lifetime provider model  

103. The original concept of a workplace pension was based on a model where an 

individual had a job for life. In return for staying with that employer, they were 

compensated with a generous defined benefit pension at retirement that would be 

paid for the remainder of the person’s life.  

104. Greater rights for workers, the expansion of the workforce, and the emergence 

of non-pecuniary benefits has meant this model no longer functions in the same way. 
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Employees are moving jobs more often, sometimes working in multiple jobs at the 

same time, and the paternalistic relationship many employers have with their 

employees is changing.  

105. The current automatic enrolment system creates multiple pots for savers due to 

this job mobility, averaging at 10 pots across an individual’s working life14. Already, 

over 12 million deferred pots under £1,000 have been created15. Given all of this, we 

think there is a case for changing the relationship between the employer and 

employee, ensuring that employers are still required to contribute to a pension for 

their employee, but redesigning the system so that employees have more agency 

and control over their own pension.  

106. A key element of the success of the AE framework is the use of defaults, which 

reduces the need for, and likelihood of, engagement. It harnesses the power of 

inertia.  Despite this, there are key points where individuals do need to engage. 

There are several initiatives seeking to drive engagement, but it remains low. The 

recent Financial Lives Survey showed16: 

• Only 25% of people contributing to a DC pension were highly engaged with 

their pension 

• Nearly half (47%) of people contributing to a DC pension have not reviewed 

how much its worth in the last 12 months. 

107. Building up multiple pots makes it difficult for individuals to understand the 

totality of their pensions savings and increases barriers to engagement, such as 

multiple online logins and passwords, and benefit statements. It also increases the 

likelihood that savers will lose valuable savings by forgetting or losing track of 

previous pots they have accrued (the PPI estimate17 £26.6bn may be currently lost).  

108. It can also increase the risk of cashing out perceived small amounts of pension 

savings; over 80% of pension pots worth less than £10,000 were cashed out when 

accessed compared to around 10% of pots worth £50,000 or more18. 

109. Multiple pots also make eventual decumulation decisions more complex and 

difficult to action with the need to speak to multiple providers and interpret their 

different sets of scheme rules and administration processes19. This could cost savers 

money as their accumulation product may not offer a full range of products to access 

their funds, and they could be charged to transfer out. 

110. The existence of multiple pots also creates inefficiencies in the system, and we 

want to understand how we can support schemes to invest in productive finance 

assets that have the ability to deliver higher returns for savers. Multiple pots impact 

on a scheme’s ability to maximise the investment possibilities of an individual’s 

 
14 Small pots working group report (publishing.service.gov.uk) 
15 Ending the proliferation of deferred small pots - GOV.UK (www.gov.uk) 
16 Financial Lives 2022 survey: Pensions (accumulation and decumulation) selected findings 
(fca.org.uk) 
17 https://www.pensionspolicyinstitute.org.uk/media/yxgdozgx/202210-bn134-lost-pensions-2022-
whats-the-scale-and-impact.pdf 
18 Retirement income market data 2021/22 | FCA 
19 Understanding member engagement with workplace pensions - GOV.UK (www.gov.uk) 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945319/small-pots-working-group-report.pdf
https://www.gov.uk/government/consultations/ending-the-proliferation-of-deferred-small-pension-pots/ending-the-proliferation-of-deferred-small-pots#chapter-2-analysis-of-the-consolidation-solutions
https://www.fca.org.uk/publication/financial-lives/fls-2022-pensions.pdf
https://www.fca.org.uk/publication/financial-lives/fls-2022-pensions.pdf
https://www.pensionspolicyinstitute.org.uk/media/yxgdozgx/202210-bn134-lost-pensions-2022-whats-the-scale-and-impact.pdf
https://www.pensionspolicyinstitute.org.uk/media/yxgdozgx/202210-bn134-lost-pensions-2022-whats-the-scale-and-impact.pdf
https://www.fca.org.uk/data/retirement-income-market-data-2021-22
https://www.gov.uk/government/publications/understanding-member-engagement-with-workplace-pensions/understanding-member-engagement-with-workplace-pensions#pensions-charges-standardisation
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savings as individuals may be more likely to request to transfer their pots with the aim 

of consolidating at any point. Although switching rates are currently very low, where 

people do switch workplace pensions, this is predominantly (72%) to have their 

pensions all in one place20. We want to explore whether a lifetime provider model 

could support wider investment in high growth assets.   

111. Pensions dashboards will be a significant step forward in enabling individuals to 

tackle the challenge of multiple pots. Dashboards will help people track lost pots and 

see all their different pensions, including the state pension, in one place online.  

112. The proposed default consolidator model for small pots will support 

consolidation of the stock of pots, initially below £1000 in value. As set out in part one 

of this document. this threshold will be regularly reviewed and potentially increased to 

cover pots of a larger value. This will get us closer to a solution by creating a subset 

of providers that will be capable of consolidating pots from other schemes, solving a 

significant proportion of the inefficiency of high relative pot maintenance costs. 

Nevertheless, we need to consider whether a system that relies on the creation and 

subsequent consolidation of pensions savings is the most efficient and effective for 

the savers it is set up for. 

113. We therefore want to explore, in the medium- to long-term, a mechanism that 

stops the creation of multiple new pots in the first place and how that could operate in 

relation to the current stock of pots. In considering these proposals we have taken 

note of the international experience where, for example, the Australian system has 

introduced a concept of ‘stapling’ an individual to a lifetime provider.  The box below 

sets out the key features of the systems which have informed the development of 

both these proposals and shaped the questions in this call for evidence. 

There are some international examples of a lifetime provider model.  

Australia21 

• Introduced “stapling” in November 2021, where employers must now check 

whether an employee has an existing super fund before making contributions. 

• New funds should only be created where a new employee does not provide a 

choice of fund, where the Australian Tax Office advises the employer no 

stapled fund exists, or where employee actively chooses the default fund of the 

employer. 

• They use a system called SuperStream to simplify employer duties and reduce 

errors. This ensures quick and efficient transfers and reduces the burden on 

small employers. 

Chile22 

• Introduced in 1981, with multiple recent reforms to ensure the scheme provides 

enough to pensioners. 

 
20 Financial Lives 2022 survey: Pensions (accumulation and decumulation) selected findings 
(fca.org.uk) 
21 Stapled super funds | Australian Taxation Office (ato.gov.au) 
22 PPI Small pots international report (pensionspolicyinstitute.org.uk) 

https://www.fca.org.uk/publication/financial-lives/fls-2022-pensions.pdf
https://www.fca.org.uk/publication/financial-lives/fls-2022-pensions.pdf
https://www.ato.gov.au/Business/Super-for-employers/Stapled-super-funds/
https://www.pensionspolicyinstitute.org.uk/media/iipmtkwa/20210112-small-pots-international-report-final.pdf
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• Designed to minimise the administrative burden on the employer which means 

employees must take action. 

• Uses a clearing house, jointly owned by all the pension providers and funded 

through member charges to ensure contributions are sent to the right place. 

• System reforms proposed in 2022-23, including employer contributions in 

response to high pensioner poverty rate. 

Mexico23 

• Saving for retirement has been mandatory for Mexican employees since 1992, 

with the lifetime provider model in place since 1997. 

• Employees pay contributions to certified banks, which are then moved to 

individual accounts by Procesar 

• Procesar is a privately managed central processing company who are 

supervised by the Mexican Pension Fund Commission 

• Procesar is funded by the pension providers and the Mexican Ministry of 

Finance at an annual cost of around 0.06% of Assets Under Management 

New Zealand24 

• A lifetime provider model has operated since 2007 when the work-based 

occupational plan came into effect. 

• When starting work employees can select a scheme to save in or be defaulted 

into a scheme. 

• Employees pay contributions to the Inland Revenue, who pass these onto the 

correct scheme. 

• Every employee has a tax number for pension identification purposes to ensure 

the funds get to the right person. 

 

The potential benefits of a lifetime provider model 

 

114. The concept of a lifetime provider was considered by Small Pots Working Group 

which reported in December 202025.  While challenges were identified, including the 

need to prioritise the development of small pot solutions, something the Government 

is doing, we think there is a broader question about the future direction and the 

shape of the market over the medium- to the long-term that would best serve the 

pension saver. We think setting out a vision will also prompt a discussion and help 

businesses to plan. As part of our vision for the future development of the automatic 

enrolment workplace pensions industry the lifetime provider presents significant 

attractions, with some challenges, but we want to test the arguments for and against 

moving to this model.  

 
23 PPI Small pots international report (pensionspolicyinstitute.org.uk) 
24 PPI Small pots international report (pensionspolicyinstitute.org.uk) 
25 Small pots working group report (publishing.service.gov.uk) 

https://www.pensionspolicyinstitute.org.uk/media/iipmtkwa/20210112-small-pots-international-report-final.pdf
https://www.pensionspolicyinstitute.org.uk/media/iipmtkwa/20210112-small-pots-international-report-final.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945319/small-pots-working-group-report.pdf


 

40 

115. A lifetime provider model would reduce the number of DC (and CDC) pots. This 

is likely to support member engagement with pensions, as fewer pots to manage 

means less administration for members, a lower chance of losing valuable savings 

pots, and making decision making easier upon access for members.  

116. DWP research found “participants recognised that having fewer pots was 

simpler and easier to manage”26.  In a separate study, 72% of participants cited 

having all their pensions in one place as the reason for consolidating and 42% 

mentioned having easier access27.  

117. For schemes, operating as a lifetime provider means that they would have more 

complete data on their members and the totality of their savings, allowing them to 

tailor communications better, increasing the possibility that members could engage 

with their pension savings in a meaningful way. 

118. It would also result in fewer access charges, provided lifetime providers offered 

a full range of decumulation products.  

119. Responses to our call for evidence ‘Addressing the challenge of deferred small 

pots’ suggested that the more a scheme needs to transfer or move money around, 

the less likely they are to be able to invest in illiquid assets28. However, some 

responses suggested that, given the percentage of pots vulnerable to transfer out is 

very low in any given month, the ability to allocate 10-20% of assets, at the 

aggregate level, should not be impeded. 

120. There is further evidence that the current set up of the AE system creates 

inflows and outflows of members and capital that require admin management with 

impacts on rebalancing, revenue streams and liquidity needs. Therefore, the creation 

of one pot invested for life could offer the opportunity for more enduring savings 

horizons that could then support diversity of asset allocation including Private Equity 

and other productive finance assets. This could in turn potentially deliver higher 

returns for individuals.   

121. While a lifetime provider model may still mean members moving around in the 

market, it may offer a sufficiently stronger platform for long-term investment to make 

the transition to this system more effective. 

 

Building blocks and the policy design 

 

 
26 Understanding member engagement with workplace pensions - GOV.UK (www.gov.uk) 
27 Financial Lives 2022 survey: Pensions (accumulation and decumulation) selected findings 
(fca.org.uk) We think these could include:  

- the VFM Framework- to ensure that individuals lifetime provider schemes are good quality 
schemes;  

- the multiple default consolidator model for small pots – to support a more efficient market and 
deliver a solution for the existing stock of small pots; and 

- ensuring that schemes are providing a range of decumulation options for savers.  
 
28 Ending the proliferation of deferred small pots - GOV.UK (www.gov.uk) 

https://www.gov.uk/government/publications/understanding-member-engagement-with-workplace-pensions/understanding-member-engagement-with-workplace-pensions#consolidating-deferred-pension-pots
https://www.fca.org.uk/publication/financial-lives/fls-2022-pensions.pdf
https://www.fca.org.uk/publication/financial-lives/fls-2022-pensions.pdf
https://www.gov.uk/government/consultations/ending-the-proliferation-of-deferred-small-pension-pots/ending-the-proliferation-of-deferred-small-pots
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122. We recognise that moving to a version of this system would be a significant 

change with many challenges to work through and certain reforms that are currently 

in-train would likely need to be in place before any change is implemented. 

123. There is a policy design question as to the extent to which moving to a single 

lifetime provider model retains the strong defaults to harness inertia currently utilised 

through the AE framework or relies on engagement from individuals to either select 

or identify their lifetime provider.  We think the future is one where we can reduce as 

far as possible the need to make complex financial decisions on the part of the 

individual, while retaining choice for those who want to exercise it. Therefore, we 

suggest a move to a lifetime provider model should have defaults built into it, to 

continue to build on the power inertia.  

124. To deliver this without the need for individuals to engage, we think a form of 

central architecture to allow employers to quickly identify which scheme their 

employees are using as their lifetime provider would be required. This would mean 

employees did not need to inform their employer about their pension scheme details.  

125. We would be interested in views on how this process might work and what 

central architecture, including central data standards, would be needed to support it. 

We anticipate this could be built on the model being developed for small pots 

consolidation, which will itself build on lessons from the implementation of pensions 

dashboards.  

126. The central clearing house being developed to deliver the small pots 

consolidation solution would also support testing of the approach to pot consolidation 

on a smaller subset of pots. This will be helpful in developing both the architecture, 

and learning lessons for delivering multiple pot consolidation, alongside a lifetime 

provider model.  

127. As a transitional arrangement, we could also look to implement a form of 

voluntary, member-led lifetime provider which could act as a steppingstone to a 

default model for both individuals, employers, payroll providers and schemes. This 

would give engaged members the opportunity to more easily manage their pension 

savings in a single pot for life. We would need to explore how this could be possible, 

for example by requiring employers to accept an employee’s request to pay 

contributions into a workplace pension scheme into which they have previously been 

enrolled. This approach could enable savers to in effect create their own lifetime 

provider in advance of any larger structural and technological changes needed to 

move to a wider single lifetime provider model for less engaged members.  Such a 

change would require an amendment to the AE Framework, so we would also want 

to understand the costs and benefits of this approach. 

128. Any move to a lifetime provider model should utilise as far as possible the 

components of other policy developments, such as the dashboard data standards 

and the default consolidator and linked clearing house, to ensure efficiency and join 

up across the system. 

129. As part of putting in place multiple default consolidators there appear to be 

some elements, drawing from international examples, that will improve chances of 
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success: a central platform to support transfer/ consolidation and unified data 

standards. Pensions dashboards will help with the latter and some of the dashboards 

back-end system may help with the other components. This is the infrastructure that 

will then also support the architecture needed for a lifetime provider model.  

130. We propose that the main building blocks would be:  

• Data standardisation driven by pensions dashboards;  

• the Value for Money (VFM) Framework29 to ensure that lifetime providers are 

good quality schemes. We anticipate VFM will prompt further market 

consolidation which will support implementation of a lifetime provider model;  

• the multiple default consolidator model for small pots – to support a more 

efficient transfer system, creation of a central clearing house and broader 

delivery of a solution for the existing stock of small pots, as discussed in part 1 

of this document; and 

• ensuring that schemes are providing a range of decumulation options for 

savers to ensure there is not a need to switch schemes at the point of 

decumulation. We have published our response to the consultation and next 

steps today.30 

But there are things we will need to consider 

 

131. The small pots working group report also identified some challenges with a 

lifetime provider model31. These were about the role of the employer, their connection 

to pension schemes and whether a lifetime provider model would reduce an 

employer’s active involvement in their employees’ pension savings.   

132. In considering a lifetime provider model would want to understand implications 

for employers, although we would expect that such a move would be in the context of 

a more concentrated market with a small number of schemes.  It is already the case 

that 95% of savers in trust-based market are within around 30 Master Trusts32 and it 

may well be the future sees an increase in this concentration of coverage.  We would 

therefore be interested to hear from employers as to the extent to which changing the 

scheme into which contributions would flow to a default option or paying into different 

schemes for different employees would change their approach to providing pensions 

support for their employees.   

133. We anticipate the need for exemptions to the lifetime provider model in 

circumstances where an employer provides a better offering than the lifetime 

provider. This would include defined benefit schemes and may include some defined 

contribution or collective defined contribution single-employer trusts, Master Trusts or 

 
29 Value for Money: A framework on metrics, standards, and disclosures - GOV.UK (www.gov.uk) 
30 Helping savers understand their pension choices: supporting individuals at the point of access - 
GOV.UK (www.gov.uk) 
 
31 Small pots working group report (publishing.service.gov.uk) 
32 DC trust: scheme return data 2022 to 2023 | The Pensions Regulator 

https://www.gov.uk/government/consultations/value-for-money-a-framework-on-metrics-standards-and-disclosures
https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/945319/small-pots-working-group-report.pdf
https://www.thepensionsregulator.gov.uk/en/document-library/research-and-analysis/dc-trust-scheme-return-data-2022-2023
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Group Personal Pension Schemes that have more generous features in the default 

than the lifetime provider – for example, a protected pension age, significantly higher 

than minimum employer contribution levels or tax-free lump-sum. In those 

circumstances we would want to continue to encourage employers to be more 

generous to their employees, and so allow them to pay contributions into their own 

scheme.  

134. We want to continue to cultivate the CDC market, and value employers such as 

Royal Mail and others who are working hard to bring forward a CDC offer to their 

employees. We remain committed to supporting those who will help demonstrate the 

value of CDC schemes to their members. 

135. In Australia, to be a qualifying stapled fund: 

a. the fund must be a complying super fund or scheme for that financial 

year or a Retirement Saving Account (or RSA); 

b. the employee must be a member of that fund or RSA; 

c. the fund must be able to accept contributions from that employee. 

Any eligible fund, including defined benefit schemes, can be provided as a 

stapled super fund. However, some accounts may not be able to accept 

contributions from all employers33. 

136. We want to understand whether minimum criteria for areas such as scheme 

quality, administration fees and investment returns- perhaps linked to the VFM 

framework- could be helpful to ensure those employers who want to continue to 

provide generous pension provision are facilitated to do this. Additionally, we want to 

understand the interaction between lifetime provider funds and other funds that may 

be more generous, and how that process would work.  

137. We also recognise there will be impacts on payroll providers to facilitate such 

flows of contributions into more than one pension scheme.  Any significant reform of 

the pensions landscape is not cost free and therefore we would need to understand 

what enablers would need to be in place beyond the data standardisation and central 

architecture to facilitate such developments. We suspect a system similar to BACS in 

banking would be needed. There would then be questions about who funds this. 

138. In a lifetime provider model, we would still need to consider the issue of the 

stock of pots (those outside the scope for automatic consolidation into a default 

consolidator) to ensure we truly achieve fewer pots for members and that they 

receive the benefit from reducing the barriers to engagement.  

139. The default consolidator model implemented for small pots could be a potential 

way to address this to ensure that savers not only benefit from one pot in the future, 

but deferred pots being consolidated too.  Bringing the stock of pots together would 

increase the likelihood that such pots could be combined in the future. However, we 

would want to understand the risks and benefits of adopting such a whole system 

approach or whether there are benefits in starting the lifetime provider model from a 

 
33 An employer's guide to stapling | Spirit Super 

https://www.spiritsuper.com.au/Employers/Stapling#:~:text=Stapling%20applies%20only%20to%20new,employees%20or%20their%20super%20funds.
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point in the future without past consolidation. This may particularly be the case for 

certain groups of savers.  

140. We have discussed the areas we think are some of the main considerations 

above. There are other things that we will also want to consider that impact different 

parts of the system. 

141. For employers: 

• how to continue and prompt engagement with employees in relation to their 

pension savings; 

• Whether employers would need to continue to offer a scheme, and how this 

interacts with how a scheme is first chosen for an employee; 

• How this model would interact with other more generous schemes, whether 

they would be accepted by a lifetime provider, and what the process is for 

individuals and employers on this; and  

• how they ensure that the lifetime provider meets the quality and suitability 

requirements under AE – with a proportionate and effective compliance 

regime, for example in relation to reporting late payments. 

142. For the industry as a whole:  

what is the relative impact, including potential costs, on different business models 

within the industry, what does this mean in terms of viability for different providers, 

what is the wider impact on the industry as a whole, and what impact does this have 

on individual members;  

how movement of members into schemes and across schemes would change and 

what that would mean for existing business models;  

how this would work across both the contract and trust based sides of the market, 

and what the relevant considerations are for both; and 

in what ways would the competitive balance between schemes, employers and 

employees change and how the competition between lifetime providers should 

operate. 

143. For individuals:  

• what level of flexibility individuals should have, including switching or opting 

out of the lifetime provider model should be permissible; 

• what terms would be agreed on and who agrees those terms, which is 

currently done by the employer with advice from consultants; how this impacts 

consolidation and how we ensure fairness if individuals are defaulted into a 

particular scheme; 

• how will they obtain access to a range of fund type for individuals, such as 

ESG Funds or Sharia funds; and  

• at decumulation what would help support competition so that scheme 

members get the best deal, which may not be with the provider they’ve saved 

in for life.   
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Providing security in later life for 

members, boosting returns, and managing 

risk  

144. Government wants to look at how we can provide better security for members in 

retirement, while boosting returns and reducing the level of individual risk savers take 

on directly in their pension arrangements. We want to explore options that reduce the 

need for individuals to engage and make complex financial decisions. Growing the 

CDC market could be one such solution to this.    

145. However, we are also interested in whether there are any other ways to achieve 

our aim to reduce the need for complex financial decisions while providing stronger 

member outcomes. 

146. Decisions at decumulation for DC savers are complex. There are several high 

risks involved, including defaulting to cashing out, overspending and running out of 

money, or underspending, potentially compromising standard of living in retirement. 

There is also the risk that individuals do not understand the choices they have and 

choose a combination of options that does not match up to their needs. 

147. Pension Freedoms significantly increased the options available to individuals for 

accessing their pensions, but has required them to think about what their needs 

might be in retirement and how long they might live, otherwise known as longevity 

risk. Understanding these risks is key, but even with a higher level of understanding 

and engagement, this is still difficult to manage.  

148. Innovation in terms of providing decumulation products has been low since 

Pension Freedoms. Our proposals on decumulation choices34, which would put a 

duty on trustees to offer decumulation services suitable for their members’ needs, 

aim to support savers to optimise their pension assets in later life. 

149. Most individuals do not tend to engage with their pensions, and do not have the 

financial literacy or resources to inform these decisions and so the risk of detriment is 

high.35 Only 25% of those currently contributing to a DC pension had high levels of 

engagement with their DC pension.  

150. Members also solely bear the investment risk of their fund, meaning that market 

changes outside of their control could impact on the overall size of their pension pot. 

This is particularly relevant when reaching the access period.   

How CDCs could support members  

151. Whole life CDC schemes spread risk between the whole membership of the 

scheme throughout both the accumulation and decumulation phase. This means that 

 
34 Helping savers understand their pension choices: supporting individuals at the point of access - GOV.UK 
(www.gov.uk) 
35 Financial Lives 2022 survey: Pensions (accumulation and decumulation) selected findings (fca.org.uk) 

https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
https://www.fca.org.uk/publication/financial-lives/fls-2022-pensions.pdf
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individuals are less exposed to investment shocks and that there is less need for 

lifestyling as the approach to investment can take account of the maturity of the 

membership as a whole. By pooling in this way, CDC schemes are able to invest 

more in higher growth assets and for longer over the whole life of members which 

can generate better investment returns on average than traditional DC pension pots. 

This also supports the government’s productive finance agenda to use pensions 

investments to generate growth in the UK.  

152. Not saving enough for retirement is a challenge; nearly 2 in 5 working age 

adults are not saving enough for retirement36. We are already developing the AE 

Framework further and are planning to consult on implementing the 2017 review 

measures to reduce the age of enrolment and remove the Lower Earnings Limit, 

ensuring that savers can benefit from every pound they earn. Some modelling 

suggests CDC arrangements can deliver greater outcomes for members, in contrast 

to DC schemes. This is in part driven through investment in return seeking assets 

over a working-life. Some studies have suggested it is possible that certain DC 

investment strategies could deliver similar returns.    

153. Research suggests that CDC schemes can provide an income-for-life pension 

which can be much higher than that from a DC scheme, potentially improving 

member outcomes37. 

154. We have made significant progress on the legislation for both single employer 

and multi-employer CDC schemes to date, with the first single employer scheme 

authorised for operation likely to go live in early 2024 and regulations for 

unconnected multi-employer schemes are expected to follow later in 2024 allowing 

those schemes to seek authorisation at some point following that.  

155.  Our consultation response on helping savers to understand their pension 

choices at point of access38 discusses the products on offer to members, suggesting 

that these products could be a CDC in decumulation. We would like to explore 

whether there is any merit in going further and to understand what benefits 

encouraging the use of CDCs for AE could bring to members in accumulation too.  

156. We recognise that changing the AE framework to require employers to enrol 

their employees into a scheme offering a CDC would be a significant regulatory and 

culture change. We will be monitoring the pioneering CDC schemes as they begin 

operating to strengthen our evidence base and inform how we use the benefits to 

improve outcomes for more members. 

157. While CDC schemes would bring significant benefit to many individuals, we 

recognise that they might not be right for every saver. We would want to fully 

 
36 Analysis of future pension incomes - GOV.UK (www.gov.uk) 
37 For example, The RSA collected studies on CDCs including research from Aon Hewitt and PPI 

which showed over 20% higher incomes for members from CDC schemes than from a DC scheme. 
Evidence of various reports are available in here: Analysing the impact of Private Pension measures 
on member outcomes (publishing.service.gov.uk) 
38 Helping savers understand their pension choices: supporting individuals at the point of access - 
GOV.UK (www.gov.uk) 

https://www.gov.uk/government/statistics/analysis-of-future-pension-incomes/analysis-of-future-pension-incomes
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1168816/analysing-the-impact-of-private-pension-measures-on-member-outcomes.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1168816/analysing-the-impact-of-private-pension-measures-on-member-outcomes.pdf
https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
https://www.gov.uk/government/consultations/helping-savers-understand-their-pension-choices-supporting-individuals-at-the-point-of-access
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understand what this means in practice and how to mitigate this. For example, we 

would want Pension Freedoms to be protected.  

158. We would also need to consider the implications of this approach on market 

demand and supply for Pension Freedoms products to ensure individuals can still 

practically exert the choice they have. We recognise that for the foreseeable future 

DC products and the annuities market will form the choices available to members, 

and our work on decumulation products signals our intent to encourage progress and 

innovation in those areas.  We want to understand what role trustees considering 

CDC’s can play as part of that competitive landscape. 

159. There are a range of issues we would want to consider before considering 

whether or not to require schemes to offer CDCs and whether they could play a role 

in the AE framework.  

160. Such considerations are:  

• how would we ensure those who will benefit from CDCs are able to access 

them; 

• how we could improve employer understanding of CDC schemes; 

• how would we resolve tensions between an AE system built on defaults and 

ensuring all savers retain choice and are able to achieve the best outcomes, 

via the best savings vehicles, for themselves; 

• what would be the impact on the current decumulation product market of 

increasing the focus on CDC within the AE framework and what alternative 

income providing solutions could also be used; and 

• Whether there are any other products that could offer similar benefits to savers 

in terms of spreading and pooling investment and longevity risk. 

161. We also wish to understand how such a transition to CDC schemes would work, 

including:  

• what measures, including raising awareness and understanding of CDC 

schemes, need to be taken to scale up CDC schemes and over what 

timeframe should this occur; 

• should the focus be on future pensions savings, or would we need to look at 

the stock of current DC pots too, to maximise member outcomes; and 

• What steps we could take to assist larger master trusts transitioning into a 

CDC scheme.  

 

Combining the two approaches over the 

long-term to maximise impact  

162. Although both lifetime provider and CDC schemes bring benefits individually 

there is the opportunity to implement them both which could create potential 
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synergies. As an overall approach, together they would lead to the outcome of an 

individual’s pension savings being in one place and providing a target income39 for 

life unless the individual chose to make an active alternative decision. We want to 

understand whether looking to this model as a long-term vision would deliver benefits 

for savers.  

163. A Lifetime provider model could also support the development of CDCs, given 

the prospect of savings remaining invested in the same product for longer, reduced 

admin costs for schemes and individuals, and less friction for investment. This could 

support investment in productive finance in the decumulation phase too as funds can 

remain invested in growth assets across that time. This could allow higher levels of 

investment in productive finance for longer, benefitting individuals’ outcomes in 

retirement, and cumulatively amplifying the effect of both. 

164. Taking these two approaches together could also address coverage challenges 

for individuals who might not ordinarily benefit from a CDC if it is not their only 

pension pot.  

165. Finally, the proposed Small Pots solution of multiple default consolidators would 

create a small number of authorised providers that aggregate small pots, process AE 

contributions, and deliver decumulation choices. There is a potential that these could 

also offer CDCs. The default consolidator model could be explored as a potential 

steppingstone to implementing a CDCs and lifetime provider.  

166. We would like to understand whether there is merit in considering a potential 

CDC lifetime provider model in the long-term and how this could work. Matters we 

are considering include:  

• whether we should look to implement either a move to consider offering CDC 

benefits for AE schemes or the lifetime provider model ahead of the other, and 

what the consequences and considerations of potential sequencing would be; 

• how this would interact with the DC market, or whether similar advantages to 

the CDC approach could be achieved within a DC model; 

• how this would impact the structure of the market, particularly including the gilt 

market; and  

• how exemptions to any such new model could be structured to ensure we 

continue to encourage employers and their schemes to provide more 

generous benefits;  

• how any changes at decumulation would interact with pension freedoms; and 

• whether alternative options to CDC could be more suited to supporting a 

lifetime provider model.  

Questions 

 
39 CDC schemes provide a target pension, if the scheme is under (or over) funded then the pensions it 
pays can be decreased (or increased accordingly). 
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1. What are the key considerations to take into account before deciding the 

process to implement a lifetime provider model and what elements would 

need to be in place? 

2. What are the alternative viable mass market vehicles, including CDC, that 

can provide security for members while spreading risk, and address the 

transition into a pension income?  

3. What are the other considerations and building blocks that need to be in 

place before moving to a single lifetime provider, including any transitional 

arrangements? 

4. What are the advantages and disadvantages of moving to a member-led 

lifetime provider model prior to considering introducing a default lifetime 

provider model? 

5. What is the right timing and sequencing of these potential changes? Which 

part would best be implemented first and why, or should any be 

implemented concurrently? 
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Annex A: List of Respondents 
to the Consultation 

Association of British Insurers (ABI)  

Association of Consulting Actuaries (ACA) 

Aegon 

AgeWage 

Altus 

Aon 

Aviva  

Broadstone  

The British Private Equity & Venture Capital Association (BVCA) 

Capita 

Chartered Institute of Payroll Professionals (CIPP) 

CMS Legal Services  

Cushon 

Delta Financial systems. 

EQ Retirement Solutions 

Equisoft 

Eversheds Sutherland 

Fidelity International 

Financial Services Consumer Panel (FSCP) 

Gowling WLG  

Hargreaves Lansdown 

Hymans Robertson LLP 

IFM Investors 

The Investment and Life Assurance Group Limited (ILAG) 

Interactive Investor 

Independent Transition Management (ITM) 

Lang Cat  

Lane Clark & Peacock (LCP) 

Legal & General 

Link Group  

M&G 

Mercer 

“My Pension” Pot for Life Working Group 

Nest 

NOW: Pensions  

Pensions Administration Standards Association (PASA) 

Peoples Partnership  
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Phoenix Group  

Pensions and Lifetime Savings Association (PLSA) 

Pensions Management Institute (PMI) 

Railpen 

Royal London  

Sackers 

Scottish Widows 

Smart Pension 

Society of Pension Professionals (SPP) 

Super Choice 

The Investing and Saving Alliance (TISA) 

Trades Union Congress (TUC) 

UNISON 

University Superannuation Scheme (USS) 

Which?  

Willis Towers Watson (WTW) 

XPS Administration 

Individual Pension Expert 1 
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Annex B: Proposed Terms of 
Reference of the Default 
Consolidator Implementation 
Delivery Group 

Context and challenge 
In November 2023, the Government response to their consultation on ending the 
proliferation of deferred small pots, which they launch in July 2023.This consultation 
response set out the direction and framework for the multiple consolidator approach 
to end the proliferation of deferred small pots. This approach enables a small number 
of authorised schemes to act as an aggregator for a members deferred small pots. 

The Department has formed the cross-sector Default Consolidator Implementation 
Delivery Group to examine specific elements of the framework, to develop a viable, 
efficient, and cost-effective automated consolidation process for ceding and receiving 
schemes. This process will need to minimise burdens on pensions schemes whilst 
balancing the need for simplicity, member security and speed.  

Objectives of the Delivery Group 

The Delivery Group’s overall objective is to provide recommendations to Ministers on 
how best to implement the proposed multiple default consolidator approach set out in 
the government’s consultation response in November 2023. Areas the group will 
explore include, but are not limited to, the following areas (further detailed questions 
are included at Annex C): 

a) The role and function of the proposed clearing house; 
b) The design of a low-cost and efficient transfer system; 
c) The authorisation and monitoring of default consolidator schemes; 
d) The appropriate communication to members and member journeys; 
e) The interactions and cross-over with the pensions dashboard programme; 
f) The implementation approach for the default consolidator approach. 

Alongside this, the group will gather evidence, engaging with member 
representatives, employers, and other interested parties, with the aim of building 
consensus to prioritise next steps for industry to implement the default consolidator 
approach. 

The Group will not be responsible for creating policy or making recommendations on 
the wider policy approach – it will be focussed on considering how to successfully 
implement the solution as set out in the November 2023 government response. 
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Structure of the Delivery Group 

The Delivery Group will comprise of a Core/Steering Group and two expert panels (a 
pension provider expert panel and a technical / administration expert panel). The 
Department will act as chair to the Core/Steering Group. The pension provider expert 
panel will be chaired by [TBC] and the technical / administration expert panel will be 
chaired by [TBC], both expert panels will report into the Steering Group. The 
Department will jointly act as the secretariat for the Core/Steering Group and the two 
expert panels.  
 

 

The Delivery Group may also commission formal assistance from professional 
services firms, where necessary. 

The duration of the Delivery Group is currently expected to be 12 months. 

Membership of the Core/Steering Group 

Membership of the Delivery Group will be at the invitation of the Department, the 
Group will be formed of a wide range of stakeholder covering multiple sectors, 
interested parties and representative bodies. The Group membership will include 
representatives from: 

• Pension Trade Bodies 

• Pensions Regulators 

• Payroll / Pensions Administration 

• Pension Legal Advisers 

• Consumer Representative 

• Employer Representatives 

Core Steering Group

Chair: DWP

Pension Provider 
Expert Panel 

Chair: TBC

Technical / 
Administration Expert 

Panel

Chair: TBC
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• Chair of the Small Pots co-ordination group 

• Pensions Research Organisation 

Interested stakeholders, who would like to be updated on the work of the Delivery 
Group or would like to sit on either of the expert panels should contact: 
smallpots.policyteam@dwp.gov.uk  

Governance 

The Delivery Group will issue recommendations; it is not a decision-making body. 
Any recommendation or conclusions shall be agreed by consensus by the members 
of the delivery group. If agreement by consensus cannot be reached, the Delivery 
Group chairs will summarise the discussion, but dissenting views will be recorded in 
the minutes. 

Confidentiality, competition law and conflicts 

Each member will be responsible for complying with relevant confidentiality 
obligations, competition laws and any other relevant law. Each member will be 
subject to a duty of confidentiality. Any non-public information disclosed, or opinions 
expressed during meetings will be treated as confidential unless and until the 
Delivery Group has authorised their public release. In the interest of encouraging full 
engagement, members agree and accept that any discussion at Delivery Group 
meetings will not be attributable to individuals. 

Outcomes and timing 

We would aim to provide an interim update to Ministers by Spring 2024, with 
proposals in late 2024 – for Ministers consideration and decisions.  

Resources 

The Department will provide secretariat support for the group. 

 

  

mailto:smallpots.policyteam@dwp.gov.uk
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Annex C: Priority areas for the 
Delivery Group to consider. 

a) Clearing House:  

i. What roles/functions does the clearing house undertake? 

ii. How will the clearing house allocate members to a consolidator, in cases 

where a member does not make a choice? 

iii. Would the clearing house store member data or simply have access to 

it, and what would be the matching criteria? 

iv. How would this be best funded? (i.e., industry levy or state subsidy)  

b) Transfer System: 

i. How much of the process would we expect to be carried out by ceding 

and receiving schemes in the consolidation process?  

ii. How will members be protected from absorbing the costs for the 

increase in transfers?  

iii. What is the appropriate liability model, in cases where errors occur?  

c) Authorisation:  

i. What would be the appropriate authorisation criteria (including both trust 

and contract-based schemes) to act as a default consolidator? 

ii. How would authorisation be monitored, to ensure schemes continue to 

be high performing, delivering VFM for their members? 

iii. What would happen if a consolidator was no longer providing a high-

quality service to their members?  

d) Communication to members: 

i. What are the key points for member communication, and what 

information needs to be provided to members? 

ii. Who should carry out this communication? Ceding scheme/Receiving 

scheme/Clearing House? 

e) Pensions dashboards:  

i. What are the interactions with the pensions dashboards, and what could 

be replicated from the dashboard’s framework to streamline our work?  

f) Implementation of the default consolidator approach: 

i. How should the multiple defaulted consolidator approach be 

implemented? 

ii. What is the most appropriate approach of phasing in, to ensure 

schemes can deliver the solution effectively, and members pots are 

consolidated. 
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	Ministerial Foreword 
	 
	 
	The issue, and continued growth, of deferred small pots puts huge pressure on individuals and the pensions industry; adding increased costs and inefficiency into the UK workplace pensions market. Estimates show they result in annual industry-wide losses of up to £225m, reducing the value for money schemes can provide. This is an issue that continues to worsen, and despite significant industry work over the last few years, no clear consensus has been found.  
	In July, the department launched a consultation proposing to take forward the multiple default consolidator approach to tackle this issue; to ensure that a better functioning and more efficient pension market, while supporting member engagement where possible. This consultation response reaffirms my intention to proceed definitively with this approach, which we estimate will benefit the average saver by £700 at retirement1, we must now move towards delivery. 
	1 
	1 
	1 
	Analysing the impact of Private Pension measures on member outcomes (publishing.service.gov.uk)
	Analysing the impact of Private Pension measures on member outcomes (publishing.service.gov.uk)

	 


	I understand that not all of industry will agree with this direction, however, in the long term, we expect commercial interests to be aligned with this ambition. Through the industry delivery group, we will work together, continuing to put members interests first.  
	The small pots solution is just a starting point. I want to understand how we can go further to set out a long-term vision for workplace pension saving. Savers will still be left with multiple pots to manage. This, makes it harder to maximise their savings, understand what they have, and manage their retirement funds. Australia have successfully implemented a ‘stapling’ model, based on the idea of a pot for life. I want to understand what the benefits and considerations of this approach are.  
	I also want to see the CDC market expand, so that more savers can take advantage of the benefits it has to offer. This offers the opportunity of higher overall returns on investments and a solution for accessing their pots without the need to engage. 
	There may also be mutual benefits between the two, including how lifetime provider could help grow the CDC market. There will be questions for this including the right time to look at this and how we would go about phasing any future implementation.   
	These options build on the current package of reforms, including the multiemployer CDC schemes, the small pots solution, the Value for Money Framework, and the development of decumulation products. Both these measures could improve the opportunity for investment in productive finance assets, given the potential for longer investment horizons, supporting better member outcomes.  
	Nothing here is intended to change the current and medium-term development of the CDC and the decumulation products markets. We want these innovations to facilitate the delivery of potential long-term changes. We need to balance the needs of those 
	approaching retirement today, and those still a long way off retirement. This is all part of the wider plan for pensions, which has pension savers at its heart. 
	Paul Maynard MP, Minister for Pensions 
	Introduction 
	The first part of this document sets out the feedback the Department for Work and Pensions (DWP) received to the consultation which ran from 11 July 2023 to 5 September 2023. The consultation concentrated on the Government’s proposals to implement a multiple default consolidator approach to end the proliferation of deferred small pots, with several questions around the proposed framework. The document then goes on to set out the government response in respect of the proposed framework and next steps, consid
	The second part of this document looks to set a long-term vision for workplace pension saving in the UK. It explores the potential development of a lifetime provider model and the relationship between Automatic Enrolment (AE) and the development, and wider use, of Collective Defined Contribution (CDC) schemes.  
	 
	  
	Part 1: Government Response to the Consultation – ‘Ending the proliferation of deferred small pots’ and next steps. 
	 
	Figure
	November 2023 
	 
	Chapter 1: Summary of Responses to the Consultation 
	About the Government Response 
	1. This document forms the Government’s response to the public consultation2  that was launched on the 11 July 2023 and closed on 5 September 2023. The public consultation sought views on the Department’s proposals to implement a multiple default consolidator approach to solve the proliferation of deferred small pots, with several questions for stakeholders to offer views on proposals.  
	1. This document forms the Government’s response to the public consultation2  that was launched on the 11 July 2023 and closed on 5 September 2023. The public consultation sought views on the Department’s proposals to implement a multiple default consolidator approach to solve the proliferation of deferred small pots, with several questions for stakeholders to offer views on proposals.  
	1. This document forms the Government’s response to the public consultation2  that was launched on the 11 July 2023 and closed on 5 September 2023. The public consultation sought views on the Department’s proposals to implement a multiple default consolidator approach to solve the proliferation of deferred small pots, with several questions for stakeholders to offer views on proposals.  

	2. The consultation set out the Department’s ambition to introduce a multiple default consolidator system, whereby members with deferred small pots will be automatically consolidated into a small number of schemes that are authorised, by the relevant regulator, to act as a consolidator. As part of this, the consultation proposed the following:   
	2. The consultation set out the Department’s ambition to introduce a multiple default consolidator system, whereby members with deferred small pots will be automatically consolidated into a small number of schemes that are authorised, by the relevant regulator, to act as a consolidator. As part of this, the consultation proposed the following:   

	• that a central clearing house would be created to act as a central point informing schemes where to transfer a members’ eligible deferred pot; 
	• that a central clearing house would be created to act as a central point informing schemes where to transfer a members’ eligible deferred pot; 

	• that a pot would be eligible for automatic consolidation 12 months after the last contribution was made into the pot; 
	• that a pot would be eligible for automatic consolidation 12 months after the last contribution was made into the pot; 

	• that the maximum pot size limit for automatic consolidation would be initially set at £1,000, with a statutory requirement on the Secretary of State to review this limit at regular intervals; 
	• that the maximum pot size limit for automatic consolidation would be initially set at £1,000, with a statutory requirement on the Secretary of State to review this limit at regular intervals; 

	• that there would be no minimum pot value for a pot to be eligible for automatic consolidation; 
	• that there would be no minimum pot value for a pot to be eligible for automatic consolidation; 

	• that we would not mandate schemes to undertake same scheme consolidation, however, we would encourage schemes to undertake this where possible; 
	• that we would not mandate schemes to undertake same scheme consolidation, however, we would encourage schemes to undertake this where possible; 

	• that we encourage the member exchange group to continue with their work to test the feasibility of the solution, given the learning opportunities and insight it will provide to support the delivery of the proposed multiple consolidator approach; 
	• that we encourage the member exchange group to continue with their work to test the feasibility of the solution, given the learning opportunities and insight it will provide to support the delivery of the proposed multiple consolidator approach; 

	• that we will form an industry group in late 2023 working with interested parties to explore the design and implementation of the default consolidator framework. 
	• that we will form an industry group in late 2023 working with interested parties to explore the design and implementation of the default consolidator framework. 


	 
	 
	2 Ending the proliferation of deferred small pots, July 2023 

	Responses to the consultation  
	3. We received 55 responses to the consultation, this included responses from the following sectors: 
	3. We received 55 responses to the consultation, this included responses from the following sectors: 
	3. We received 55 responses to the consultation, this included responses from the following sectors: 

	• 20 Pensions schemes providers; 
	• 20 Pensions schemes providers; 

	• 20 Pensions industry professionals/trade representatives; 
	• 20 Pensions industry professionals/trade representatives; 

	• 4 Law firms specialising in pension(s) law; 
	• 4 Law firms specialising in pension(s) law; 

	• 7 Financial service providers; 
	• 7 Financial service providers; 

	• 2 Employer/employee representatives; 
	• 2 Employer/employee representatives; 

	• 2 Consumer groups. 
	• 2 Consumer groups. 

	4. Chapter 1 of this document highlights the main feedback raised in response to consultation questions but is not an exhaustive commentary on every response received.  
	4. Chapter 1 of this document highlights the main feedback raised in response to consultation questions but is not an exhaustive commentary on every response received.  


	 
	  
	A Clearing House or a Central Registry? 
	Question 1: Do you agree with this proposal or do you believe a central registry would be a more effective approach to support the consolidation of deferred small pots, if so how would you design a central registry? 
	Question 1: Do you agree with this proposal or do you believe a central registry would be a more effective approach to support the consolidation of deferred small pots, if so how would you design a central registry? 
	Question 1: Do you agree with this proposal or do you believe a central registry would be a more effective approach to support the consolidation of deferred small pots, if so how would you design a central registry? 
	Question 1: Do you agree with this proposal or do you believe a central registry would be a more effective approach to support the consolidation of deferred small pots, if so how would you design a central registry? 
	Question 1: Do you agree with this proposal or do you believe a central registry would be a more effective approach to support the consolidation of deferred small pots, if so how would you design a central registry? 




	Summary of Responses 
	5. The consultation set out the importance of having a central point or system to manage and match data, to enable ceding schemes to identify where a member’s deferred pot should be transferred. The consultation proposed two options for this:  
	5. The consultation set out the importance of having a central point or system to manage and match data, to enable ceding schemes to identify where a member’s deferred pot should be transferred. The consultation proposed two options for this:  
	5. The consultation set out the importance of having a central point or system to manage and match data, to enable ceding schemes to identify where a member’s deferred pot should be transferred. The consultation proposed two options for this:  
	5. The consultation set out the importance of having a central point or system to manage and match data, to enable ceding schemes to identify where a member’s deferred pot should be transferred. The consultation proposed two options for this:  
	• A central clearing house (which would be responsible for matching deferred pots and lead on communication with members and schemes), or  
	• A central clearing house (which would be responsible for matching deferred pots and lead on communication with members and schemes), or  
	• A central clearing house (which would be responsible for matching deferred pots and lead on communication with members and schemes), or  

	• A central registry (which would act as a database which schemes could access to identify where a member’s chosen consolidator was). 
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	6. Throughout the responses there was broad support, across a range of sectors, including pension providers, for the adoption of a clearing house. These responses agreed with the benefits set out in the consultation and outlined some additional benefits for a clearing house the consultation did not raise.   
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	7. Respondents suggested that the creation of a clearing house could make the automated process simpler for providers, given they would set up systems to interact with a single organisation, which they considered would be preferable than dealing with multiple potential competitors. Further to this, respondents believed that a clearing house would be less complex for members and could result in improved understanding / engagement, as they would engage with one organisation and remove the risk of multiple pro
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	8. It was also suggested by some respondents that the clearing house provides a more effective model for capturing and consolidating historical pots than a central registry, given it is less reliant on individual schemes and can take a holistic view across the whole market. Other benefits of the clearing house approach raised by respondents included, that, dependent on the design, there may not be a need for a regulator to directly monitor the clearing house if it were a public body, reducing cost and burde
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	“We agree with the arguments set out in the consultation in favour of a central clearing house and we believe this is likely to produce a simpler and more consistent experience for members. The specific design of the clearing house and the proposed consolidation process will need careful development and will likely benefit from testing with members.”  
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	Which?  




	9. In addition, some responses to the consultation suggested that the clearing house could support the government further if they wished to explore a longer-term aim of moving towards a lifetime provider / stapling approach.  
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	“The clearing house should be designed so that it could also be used for pension contributions as part of a future lifetime pension. The additional functionality would be to allow payroll contributions to be paid from a participating employer to the employee’s chosen pension scheme.”  
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	10.  However, some respondents raised concerns about the clearing house approach, with a key concern being around how the clearing house will be funded. To set up the clearing house there will be initial costs to create and develop systems, with the necessary automated processes, as well as ongoing costs in terms of data storage, system maintenance and administrative costs. Some schemes suggested they would not be supportive of existing levies being increased or new levies being applied to schemes to cover 
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	“As stated in the consultation this will require additional investment. We would be keen to understand how this would be funded. In particular we would not be supportive of levies being increased or applied in order to bear these costs” 
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	Smart Pension 




	 
	“We should also consider how a clearing house would be funded. In our view, given that ending small pot proliferation will benefit the whole industry, the whole industry should contribute to the solution. This may be achieved through the General Levy or a similar mechanism.” 
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	11. Some responses outlined that there would need to be significant thought given to messaging around the clearing house; to ensure that members are aware of the role of the clearing house, to avoid the presumption that it could be a scam, some respondents suggested that this could be mitigated through clarity that the communication is coming from a government/ government backed organisation. Several respondents raised concerns around the clearing house and potential security risks. An additional risk outli
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	“It is essential that the clearing house is a trusted, government-endorsed organisation, as individuals will otherwise see any approach about a pension transfer from an unknown entity as a potential scam” 
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	“Whether a clearing house or central registry is used, thought will need to be given to ensuring appropriate data protection and cyber security measures are in place to reduce the risk of breaches and scams, and to promote confidence in the system.”  
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	Sackers  




	12. While most respondents, supported the clearing house approach, some felt that a central registry approach would be more suitable. This was generally because of the belief that this approach would be quicker to implement and could potentially rely more heavily on the work already undertaken as part of pensions dashboard3.  
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	13. In addition to this, respondents considered that the creation of a central registry would have lower implementation costs in comparison to a clearing house. Given a clearing house will require the development of a new digital infrastructure whereas the central registry relies on communication between providers. A small number of respondents also considered that a central registry approach could be more efficient in practice as providers would be able to access the database themselves and send their own 
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	14. However, there were significant concerns raised in response to the central registry being a security / data risk and ultimately a target for cyber-attacks.   
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	“We acknowledge that the most effective and cost-effective approach could (as is suggested) be to use the pensions dashboards framework as a central registry point in the long-term. However, we are not convinced the current initial framework and infrastructure would be sufficient in terms of holding the relevant data to do this effectively, thus, further developments would be required to use the dashboards framework for this purpose.”  
	“We acknowledge that the most effective and cost-effective approach could (as is suggested) be to use the pensions dashboards framework as a central registry point in the long-term. However, we are not convinced the current initial framework and infrastructure would be sufficient in terms of holding the relevant data to do this effectively, thus, further developments would be required to use the dashboards framework for this purpose.”  
	“We acknowledge that the most effective and cost-effective approach could (as is suggested) be to use the pensions dashboards framework as a central registry point in the long-term. However, we are not convinced the current initial framework and infrastructure would be sufficient in terms of holding the relevant data to do this effectively, thus, further developments would be required to use the dashboards framework for this purpose.”  
	“We acknowledge that the most effective and cost-effective approach could (as is suggested) be to use the pensions dashboards framework as a central registry point in the long-term. However, we are not convinced the current initial framework and infrastructure would be sufficient in terms of holding the relevant data to do this effectively, thus, further developments would be required to use the dashboards framework for this purpose.”  
	“We acknowledge that the most effective and cost-effective approach could (as is suggested) be to use the pensions dashboards framework as a central registry point in the long-term. However, we are not convinced the current initial framework and infrastructure would be sufficient in terms of holding the relevant data to do this effectively, thus, further developments would be required to use the dashboards framework for this purpose.”  
	Society of Pension Professionals (SPP) 




	15. Another option raised in response to our consultation was that rather than creating a single centralised organisation to allocate small pots to consolidators, we could look to adopt a model like seen in Australia. Under this approach, it was suggested that DWP or HMRC or another part of government could act as a central point focussing on developing the enabling services and rules that will govern the network, which will enable third party clearing houses to connect and act as a 
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	clearing house providing services to schemes directly; in a cost-effective, timely manner.  
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	What happens when a member fails to choose a consolidator? 
	Question 2: Which, of the options we have set out, do you think is the best approach to allocate a member a default consolidator in cases where a member does not make an active decision? Are there alternatives? 
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	Summary of responses 
	16. The consultation set out two options as potential approaches to allocate members to a default consolidation in situations where a member did not make an active choice, these options were:  
	16. The consultation set out two options as potential approaches to allocate members to a default consolidation in situations where a member did not make an active choice, these options were:  
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	• Option A – allocate all small pots between the providers who meet the criteria to be a consolidator at a level proportionate to their market share.  
	• Option A – allocate all small pots between the providers who meet the criteria to be a consolidator at a level proportionate to their market share.  

	• Option B – given the likelihood that a member will have a deferred pot already with a consolidator scheme, this scheme would be allocated as the members consolidator scheme. In cases where a member has pots with multiple schemes that are authorised consolidators their deferred pots could be allocated to the consolidator scheme that holds their largest deferred pot. 
	• Option B – given the likelihood that a member will have a deferred pot already with a consolidator scheme, this scheme would be allocated as the members consolidator scheme. In cases where a member has pots with multiple schemes that are authorised consolidators their deferred pots could be allocated to the consolidator scheme that holds their largest deferred pot. 

	17. There was broad agreement from respondents that Option A was a less favourable approach than Option B. With Option A being criticised for a range of reasons, the key concern being the risk of creating an uncompetitive default consolidator market, bedding in existing market share, and restricting the ability of new entrants to the market, whilst removing incentives for smaller providers to grow their share of consolidated pots.  
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	18. Alongside this, respondents felt the suggestion that this approach would reduce the risk of creating an oligopoly was not relevant, given the policy aim to introduce a small number of default consolidators in the first place. Respondents considered there to also be a risk that this approach could unfairly benefit some schemes and not comply with competition law, whilst also require regular monitoring, which could be challenging to implement effectively.  
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	“Under Option A, we question if allocating pots based on a consolidator’s market share might create perverse incentives to manipulate size. In any case, market share can change significantly if, for example, one provider loses a very large employer to a competitor, and this would need to be monitored and updated on a regular basis”  
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	The Investment and Life Assurance Group Limited (ILAG) 




	19. In addition, responses outlined Option A reduces the chances of a member being allocated to a consolidator where they already have a deferred (or active) pot, resulting in a higher number of transfers than potentially required and resulting in more members being allocated to a consolidator where there is no previous relationship – increasing the risk of members being disengaged and/or confused. With a common view across respondents that it would be more favourable to design the approach in a way that po
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	20. Further to the engagement argument, respondents also made the point it would be simpler for members to understand why their pot had been consolidated into an existing pot rather than a new pot being created with an alternate scheme, crucial to meeting one of our key objectives – faith in the system on the part of members. 
	20. Further to the engagement argument, respondents also made the point it would be simpler for members to understand why their pot had been consolidated into an existing pot rather than a new pot being created with an alternate scheme, crucial to meeting one of our key objectives – faith in the system on the part of members. 

	21. In response to Option B, respondents highlighted that they thought the key benefit of allocation pots based on greatest value was that it would support consolidators to develop economies of scale, noting that very small pots are costly to run and are unprofitable – so this could be an important balance to ensure that consolidators are financially viable.  
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	22. Alongside this, respondents suggested that Option B could reduce the overall number of transfers as pots will stay with authorised consolidators in the first instance (as opposed to Option A where there is no link between where a member’s pot is and where they will be allocated as a consolidator).  
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	“We are supportive of Option B as a default for members who have a small pot with an existing consolidator. This will simplify the journey and likely provide a better outcome and experience for members. It will also minimise administration for ceding schemes and better support economies of scale for the consolidators”  
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	Society of Pension Professionals (SPP) 




	23. However, some respondents presented areas where they thought Option B would need to be amended to work in practice, one example of this is for a member who does not have an active pot with an authorised consolidator. Alongside this, respondents suggested that this approach is only effective if the schemes that hold many deferred pots apply to become a consolidator.  
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	24. In addition to the two options presented in the consultation, some respondents proposed alternative approaches, with some suggesting that a combination of the different options would work best.  Some respondents felt that Option B could work 
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	well if this approach was combined with additional criteria / factors. For example, in the first instance, where a member does not make an active choice regarding their consolidator, they would be allocated a consolidator based on where their largest pot was (with an authorised consolidator). However, in cases where they do not hold a pot with a consolidator, they would then be allocated a consolidator based on a carousel approach – where each consolidator gains an equal proportion of deferred pots for memb
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	“We believe that a simple carousel system whereby small pots are divided evenly between all registered consolidators unless the member makes an active decision would be a better option – allowing for new market entrants and fair competition.”  
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	M&G 




	25. A further alternative, which some respondents suggested, was that in the first instance a member should be consolidated into a consolidator scheme where they have an active pot. With respondents arguing that this is likely to increase the chances of engagement, due to the link to their current pension pot with their current employer. 
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	Authorisation to act as a Consolidator 
	Question 3: Do you agree that there is a need for an authorisation regime for a scheme to act as a consolidator? If so, what essential conditions do you think should form part of the authorisation criteria? 
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	Summary of Responses 
	26. The consultation set out the importance of ensuring that schemes acting as default consolidators must demonstrate that they deliver good levels of value for money for their members. As such the consultation proposed the idea of an authorisation regime, operated by the relevant regulators, which would set out certain conditions that a scheme must meet to become a consolidator. 
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	26. The consultation set out the importance of ensuring that schemes acting as default consolidators must demonstrate that they deliver good levels of value for money for their members. As such the consultation proposed the idea of an authorisation regime, operated by the relevant regulators, which would set out certain conditions that a scheme must meet to become a consolidator. 

	27. Overall, there was strong support for an authorisation regime for a scheme to act as a consolidator, with the majority of respondents agreeing that this should be a key part of the multiple default consolidator framework. With respondents providing a wide range of essential conditions for a provider to become a consolidator. The most common of these was ensuring that the consolidators provide strong value for money (VFM) outcomes for members ensuring that a small pot would not be transferred from a well
	27. Overall, there was strong support for an authorisation regime for a scheme to act as a consolidator, with the majority of respondents agreeing that this should be a key part of the multiple default consolidator framework. With respondents providing a wide range of essential conditions for a provider to become a consolidator. The most common of these was ensuring that the consolidators provide strong value for money (VFM) outcomes for members ensuring that a small pot would not be transferred from a well

	28. A consistent argument put forward in responses was making sure a member’s pot was protected from schemes with poor investments returns to minimise the risk of a pot reducing in value following consolidation. Responses tied this argument closely 
	28. A consistent argument put forward in responses was making sure a member’s pot was protected from schemes with poor investments returns to minimise the risk of a pot reducing in value following consolidation. Responses tied this argument closely 


	with the VFM a scheme was able to provide for a member’s small pot. Similarly, some respondents made it clear that the consolidators should be monitored by a regulator, to ensure that they continue to provide the levels of value they had to demonstrate in order receive authorisation to act as a consolidator. 
	with the VFM a scheme was able to provide for a member’s small pot. Similarly, some respondents made it clear that the consolidators should be monitored by a regulator, to ensure that they continue to provide the levels of value they had to demonstrate in order receive authorisation to act as a consolidator. 
	with the VFM a scheme was able to provide for a member’s small pot. Similarly, some respondents made it clear that the consolidators should be monitored by a regulator, to ensure that they continue to provide the levels of value they had to demonstrate in order receive authorisation to act as a consolidator. 

	29. Another common view presented by respondents was that schemes should be able to demonstrate an ability to process transfers efficiently at a low cost; given it will be essential to keep costs of transfer as low as possible to make the economics of an automated solution work.  
	29. Another common view presented by respondents was that schemes should be able to demonstrate an ability to process transfers efficiently at a low cost; given it will be essential to keep costs of transfer as low as possible to make the economics of an automated solution work.  

	30. Respondents raised questions around what charging structure consolidator should be allowed to use, with some suggesting that they should not be able to charge a flat fee on consolidated pots; with the argument that there would be little benefit to the member of consolidation if their pot was exposed to higher charges.  
	30. Respondents raised questions around what charging structure consolidator should be allowed to use, with some suggesting that they should not be able to charge a flat fee on consolidated pots; with the argument that there would be little benefit to the member of consolidation if their pot was exposed to higher charges.  


	“We agree that there should be an authorisation regime. Without an authorisation regime there is a risk of having consolidators that don’t offer value for money. This will ensure there is a positive investment strategy for members. There should be some sort of regulation around charges for small pots members, possibly not allowing the charges in the consolidator to be higher than the charges in the scheme they are coming from” 
	“We agree that there should be an authorisation regime. Without an authorisation regime there is a risk of having consolidators that don’t offer value for money. This will ensure there is a positive investment strategy for members. There should be some sort of regulation around charges for small pots members, possibly not allowing the charges in the consolidator to be higher than the charges in the scheme they are coming from” 
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	“We agree that there should be an authorisation regime. Without an authorisation regime there is a risk of having consolidators that don’t offer value for money. This will ensure there is a positive investment strategy for members. There should be some sort of regulation around charges for small pots members, possibly not allowing the charges in the consolidator to be higher than the charges in the scheme they are coming from” 
	Hymans Robertson LLP 




	31. Some responses presented the view that they expect a consolidator to demonstrate more regular contact with members than is required under current regulations; with a particular focus on member communications with a drive to increase member engagement. Respondents argued that member communications and engagement should be measured, to ensure they are keeping to a set standard. Additionally, a large number of respondents agreed with our consultation that schemes must actively undertake same scheme consoli
	31. Some responses presented the view that they expect a consolidator to demonstrate more regular contact with members than is required under current regulations; with a particular focus on member communications with a drive to increase member engagement. Respondents argued that member communications and engagement should be measured, to ensure they are keeping to a set standard. Additionally, a large number of respondents agreed with our consultation that schemes must actively undertake same scheme consoli
	31. Some responses presented the view that they expect a consolidator to demonstrate more regular contact with members than is required under current regulations; with a particular focus on member communications with a drive to increase member engagement. Respondents argued that member communications and engagement should be measured, to ensure they are keeping to a set standard. Additionally, a large number of respondents agreed with our consultation that schemes must actively undertake same scheme consoli

	32. However, some respondents argued that same scheme consolidation should not be mandated or required as part of authorisation to act as a consolidator because multiple benefit tiers should be transferred on a like-for-like basis (for example, protected Normal Minimum Pension Age (NMPA) 55), and this may be difficult under a same scheme consolidator approach. 
	32. However, some respondents argued that same scheme consolidation should not be mandated or required as part of authorisation to act as a consolidator because multiple benefit tiers should be transferred on a like-for-like basis (for example, protected Normal Minimum Pension Age (NMPA) 55), and this may be difficult under a same scheme consolidator approach. 

	33. While most respondents considered that an authorisation regime to act as a consolidator was necessary, some respondents considered that the current Master Trust Authorisation and Monitoring regime was sufficient for trust-based schemes, and to avoid additional burden/complexity on pension schemes we should proceed under this approach. 
	33. While most respondents considered that an authorisation regime to act as a consolidator was necessary, some respondents considered that the current Master Trust Authorisation and Monitoring regime was sufficient for trust-based schemes, and to avoid additional burden/complexity on pension schemes we should proceed under this approach. 


	"We do not believe that there is a need for an extensive regulatory regime specific to consolidators as long as they are authorised master trusts. The master trust supervisory regime, combined with the new holistic VFM requirements, will, in our view suffice.”  
	"We do not believe that there is a need for an extensive regulatory regime specific to consolidators as long as they are authorised master trusts. The master trust supervisory regime, combined with the new holistic VFM requirements, will, in our view suffice.”  
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	"We do not believe that there is a need for an extensive regulatory regime specific to consolidators as long as they are authorised master trusts. The master trust supervisory regime, combined with the new holistic VFM requirements, will, in our view suffice.”  
	"We do not believe that there is a need for an extensive regulatory regime specific to consolidators as long as they are authorised master trusts. The master trust supervisory regime, combined with the new holistic VFM requirements, will, in our view suffice.”  
	Mercer 




	Pot size 
	Question 4: Do you agree with setting the initial maximum limit for consolidation at £1,000, with a regular statutory review? 
	Question 4: Do you agree with setting the initial maximum limit for consolidation at £1,000, with a regular statutory review? 
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	Summary of Responses 
	34. The consultation discussed the importance of setting the correct eligibility scope for automatic consolidation, with the risk of going too low being that you reduce the level of consolidation resulting in a situation where the cost of implementation is higher than the potential savings/benefits. Whereas if you go too high there is a greater risk of detriment to members and scheme, if the individual was consolidated into a scheme that had lower investment returns. Therefore, the consultation suggested an
	34. The consultation discussed the importance of setting the correct eligibility scope for automatic consolidation, with the risk of going too low being that you reduce the level of consolidation resulting in a situation where the cost of implementation is higher than the potential savings/benefits. Whereas if you go too high there is a greater risk of detriment to members and scheme, if the individual was consolidated into a scheme that had lower investment returns. Therefore, the consultation suggested an
	34. The consultation discussed the importance of setting the correct eligibility scope for automatic consolidation, with the risk of going too low being that you reduce the level of consolidation resulting in a situation where the cost of implementation is higher than the potential savings/benefits. Whereas if you go too high there is a greater risk of detriment to members and scheme, if the individual was consolidated into a scheme that had lower investment returns. Therefore, the consultation suggested an

	35. Responses to this question were mixed, with broadly half the responses agreeing that £1,000 struck the right balance, with the other half disagreeing – either considering the limit should be higher or lower.  
	35. Responses to this question were mixed, with broadly half the responses agreeing that £1,000 struck the right balance, with the other half disagreeing – either considering the limit should be higher or lower.  

	36. Respondents who supported the £1,000 limit outlined that they considered this to be a good starting point to achieve significant levels of consolidation without having an overly destabilising effect on the market. With respondents agreeing that with the overall average pot size being approximately £3504, this limit would allow for the consolidation of a significant number of pots and benefit many members. 
	36. Respondents who supported the £1,000 limit outlined that they considered this to be a good starting point to achieve significant levels of consolidation without having an overly destabilising effect on the market. With respondents agreeing that with the overall average pot size being approximately £3504, this limit would allow for the consolidation of a significant number of pots and benefit many members. 


	4 Ending the proliferation of deferred small pots, July 2023 
	4 Ending the proliferation of deferred small pots, July 2023 

	“The data presented in the consultation document suggests that £1,000 will be sufficiently high to capture enough pots with a sufficiently large total asset value to make the introduction of an automatic consolidation process worthwhile”  
	“The data presented in the consultation document suggests that £1,000 will be sufficiently high to capture enough pots with a sufficiently large total asset value to make the introduction of an automatic consolidation process worthwhile”  
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	“The data presented in the consultation document suggests that £1,000 will be sufficiently high to capture enough pots with a sufficiently large total asset value to make the introduction of an automatic consolidation process worthwhile”  
	Which? 




	37. Throughout several responses to this question, it was argued that, from the perspective of a member, £1,000 is very small in terms of the impact it can have on their retirement income. By having a higher maximum value for consolidation, it allows a member’s pot within a consolidator to increase in value at a greater rate, as a result of more pots being eligible for consolidation, and is more favourable for investment. Whilst also supporting consolidator schemes to increase their scale, enabling them to 
	37. Throughout several responses to this question, it was argued that, from the perspective of a member, £1,000 is very small in terms of the impact it can have on their retirement income. By having a higher maximum value for consolidation, it allows a member’s pot within a consolidator to increase in value at a greater rate, as a result of more pots being eligible for consolidation, and is more favourable for investment. Whilst also supporting consolidator schemes to increase their scale, enabling them to 
	37. Throughout several responses to this question, it was argued that, from the perspective of a member, £1,000 is very small in terms of the impact it can have on their retirement income. By having a higher maximum value for consolidation, it allows a member’s pot within a consolidator to increase in value at a greater rate, as a result of more pots being eligible for consolidation, and is more favourable for investment. Whilst also supporting consolidator schemes to increase their scale, enabling them to 

	38. Respondents suggested that when considering the implementation of the solution, the Government should give thought to a phased approach to the pot limit, gradually increasing the limit over time to reach £1,000. Allowing for a more gradual roll out will enable schemes to test the initial process with lower value pots, while also 
	38. Respondents suggested that when considering the implementation of the solution, the Government should give thought to a phased approach to the pot limit, gradually increasing the limit over time to reach £1,000. Allowing for a more gradual roll out will enable schemes to test the initial process with lower value pots, while also 


	reducing the financial burden of transferring a significant number of assets out of their scheme.  
	reducing the financial burden of transferring a significant number of assets out of their scheme.  
	reducing the financial burden of transferring a significant number of assets out of their scheme.  


	“The data shows the average value of a deferred pot of under £1,000 is £350. It would seem prudent to set the initial deferred small pot limit at £500 to ensure the regime, once implemented, is functioning as intended without consumer detriment. Once the framework has been proven in an operational environment over a period of time, we believe it would then be appropriate to increase the limit to £1,000 without the need for a full statutory review.” 
	“The data shows the average value of a deferred pot of under £1,000 is £350. It would seem prudent to set the initial deferred small pot limit at £500 to ensure the regime, once implemented, is functioning as intended without consumer detriment. Once the framework has been proven in an operational environment over a period of time, we believe it would then be appropriate to increase the limit to £1,000 without the need for a full statutory review.” 
	“The data shows the average value of a deferred pot of under £1,000 is £350. It would seem prudent to set the initial deferred small pot limit at £500 to ensure the regime, once implemented, is functioning as intended without consumer detriment. Once the framework has been proven in an operational environment over a period of time, we believe it would then be appropriate to increase the limit to £1,000 without the need for a full statutory review.” 
	“The data shows the average value of a deferred pot of under £1,000 is £350. It would seem prudent to set the initial deferred small pot limit at £500 to ensure the regime, once implemented, is functioning as intended without consumer detriment. Once the framework has been proven in an operational environment over a period of time, we believe it would then be appropriate to increase the limit to £1,000 without the need for a full statutory review.” 
	“The data shows the average value of a deferred pot of under £1,000 is £350. It would seem prudent to set the initial deferred small pot limit at £500 to ensure the regime, once implemented, is functioning as intended without consumer detriment. Once the framework has been proven in an operational environment over a period of time, we believe it would then be appropriate to increase the limit to £1,000 without the need for a full statutory review.” 
	The Investing and Saving Alliance (TISA) 




	39. Some respondents agreed with the initial figure of £1,000 as a starting limit, however, went further and argued that this figure should be regularly reviewed with the aim of increasing it overtime. One reason behind this viewpoint was as the value of the limit gets higher it captures more pots and therefore benefits more members. Further as schemes become more in tune with the policy of consolidation the market will be more susceptible for slow gradual increases, therefore will have less of an effect.  
	39. Some respondents agreed with the initial figure of £1,000 as a starting limit, however, went further and argued that this figure should be regularly reviewed with the aim of increasing it overtime. One reason behind this viewpoint was as the value of the limit gets higher it captures more pots and therefore benefits more members. Further as schemes become more in tune with the policy of consolidation the market will be more susceptible for slow gradual increases, therefore will have less of an effect.  
	39. Some respondents agreed with the initial figure of £1,000 as a starting limit, however, went further and argued that this figure should be regularly reviewed with the aim of increasing it overtime. One reason behind this viewpoint was as the value of the limit gets higher it captures more pots and therefore benefits more members. Further as schemes become more in tune with the policy of consolidation the market will be more susceptible for slow gradual increases, therefore will have less of an effect.  

	40. However, some responses argued that the limit should be set higher, given how quickly a member is likely to reach the £1,000 limit, considering this would be too low for the solution to have any real impact on the overall number of deferred small pots. With increasing wages and inflation, the figure could quickly become obsolete. Additional to this, some respondents went further and argued the Government should aim to put the maximum pot size value at or just under the breakeven point, as this will remo
	40. However, some responses argued that the limit should be set higher, given how quickly a member is likely to reach the £1,000 limit, considering this would be too low for the solution to have any real impact on the overall number of deferred small pots. With increasing wages and inflation, the figure could quickly become obsolete. Additional to this, some respondents went further and argued the Government should aim to put the maximum pot size value at or just under the breakeven point, as this will remo


	“We believe that the maximum limit for small pots should be set above the proposed amount of £1,000 and propose that it should be set at a higher level, closer to £5,000. A worker earning £19,000 p.a. would likely amass £1,000 in just a year, assuming statutory minimum pension contributions at 8% of Qualifying Earnings. Setting the maximum limit at £1,000 therefore does too little to stem the proliferation of small pots.” 
	“We believe that the maximum limit for small pots should be set above the proposed amount of £1,000 and propose that it should be set at a higher level, closer to £5,000. A worker earning £19,000 p.a. would likely amass £1,000 in just a year, assuming statutory minimum pension contributions at 8% of Qualifying Earnings. Setting the maximum limit at £1,000 therefore does too little to stem the proliferation of small pots.” 
	“We believe that the maximum limit for small pots should be set above the proposed amount of £1,000 and propose that it should be set at a higher level, closer to £5,000. A worker earning £19,000 p.a. would likely amass £1,000 in just a year, assuming statutory minimum pension contributions at 8% of Qualifying Earnings. Setting the maximum limit at £1,000 therefore does too little to stem the proliferation of small pots.” 
	“We believe that the maximum limit for small pots should be set above the proposed amount of £1,000 and propose that it should be set at a higher level, closer to £5,000. A worker earning £19,000 p.a. would likely amass £1,000 in just a year, assuming statutory minimum pension contributions at 8% of Qualifying Earnings. Setting the maximum limit at £1,000 therefore does too little to stem the proliferation of small pots.” 
	“We believe that the maximum limit for small pots should be set above the proposed amount of £1,000 and propose that it should be set at a higher level, closer to £5,000. A worker earning £19,000 p.a. would likely amass £1,000 in just a year, assuming statutory minimum pension contributions at 8% of Qualifying Earnings. Setting the maximum limit at £1,000 therefore does too little to stem the proliferation of small pots.” 
	Mercer 




	41. In contrast to this, there was a proportion of respondents who argued the maximum limit of £1,000 was too high. Given the average size of a small pot referred to in the consultation was £350, responses suggested a phased introduction, starting at a level of no more than £500 would be more appropriate. This is because a value of £500 will still sweep up the majority of small pots and would have a smaller impact on the market initially; some respondents considered that starting at £1,000 may have a detrim
	41. In contrast to this, there was a proportion of respondents who argued the maximum limit of £1,000 was too high. Given the average size of a small pot referred to in the consultation was £350, responses suggested a phased introduction, starting at a level of no more than £500 would be more appropriate. This is because a value of £500 will still sweep up the majority of small pots and would have a smaller impact on the market initially; some respondents considered that starting at £1,000 may have a detrim
	41. In contrast to this, there was a proportion of respondents who argued the maximum limit of £1,000 was too high. Given the average size of a small pot referred to in the consultation was £350, responses suggested a phased introduction, starting at a level of no more than £500 would be more appropriate. This is because a value of £500 will still sweep up the majority of small pots and would have a smaller impact on the market initially; some respondents considered that starting at £1,000 may have a detrim


	“Of the options initially presented, we believe the lowest option is the best one, and as per our initial consultation response, a cohort of our members believes that 
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	£1,000 is too high (noting the DWP has stated that the average value of a pot smaller than £1,000 is approximately £350), and therefore we would better support a value of c£500 as a starting point, with this being statutory reviewed periodically. It may allow the industry to embed the new model effectively before it increases the threshold and volume of members impacted.”  
	£1,000 is too high (noting the DWP has stated that the average value of a pot smaller than £1,000 is approximately £350), and therefore we would better support a value of c£500 as a starting point, with this being statutory reviewed periodically. It may allow the industry to embed the new model effectively before it increases the threshold and volume of members impacted.”  
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	£1,000 is too high (noting the DWP has stated that the average value of a pot smaller than £1,000 is approximately £350), and therefore we would better support a value of c£500 as a starting point, with this being statutory reviewed periodically. It may allow the industry to embed the new model effectively before it increases the threshold and volume of members impacted.”  
	Society of Pension Professionals (SPP) 




	42. Whilst responses to this question did not completely agree that £1,000 was the correct starting point, there was a strong proportion of responses who acknowledged the value selected strikes the right balance for both schemes and importantly members.   
	42. Whilst responses to this question did not completely agree that £1,000 was the correct starting point, there was a strong proportion of responses who acknowledged the value selected strikes the right balance for both schemes and importantly members.   
	42. Whilst responses to this question did not completely agree that £1,000 was the correct starting point, there was a strong proportion of responses who acknowledged the value selected strikes the right balance for both schemes and importantly members.   


	Further, respondents raised two questions the consultation did not address:  
	• Where the value is below the limit at the time of point when it is assessed as eligible but is above at the time of transfer due to investment gains during the period between identification and transfer, will it still be eligible for consolidation.  
	• Where the value is below the limit at the time of point when it is assessed as eligible but is above at the time of transfer due to investment gains during the period between identification and transfer, will it still be eligible for consolidation.  
	• Where the value is below the limit at the time of point when it is assessed as eligible but is above at the time of transfer due to investment gains during the period between identification and transfer, will it still be eligible for consolidation.  

	• What happens if a member has two eligible pots for consolidation with one provider and they do not adopt same scheme consolidation. 
	• What happens if a member has two eligible pots for consolidation with one provider and they do not adopt same scheme consolidation. 


	Same scheme consolidation 
	Question 5: Do you agree with this proposal not to mandate schemes to undertake same scheme consolidation at this current time? 
	Question 5: Do you agree with this proposal not to mandate schemes to undertake same scheme consolidation at this current time? 
	Question 5: Do you agree with this proposal not to mandate schemes to undertake same scheme consolidation at this current time? 
	Question 5: Do you agree with this proposal not to mandate schemes to undertake same scheme consolidation at this current time? 
	Question 5: Do you agree with this proposal not to mandate schemes to undertake same scheme consolidation at this current time? 




	Summary of Responses 
	43. The consultation proposed not to mandate schemes to undertake same scheme consolidation, however, encouraged schemes to undertake this where possible, but proposed it would be an expectation that schemes who wished to act as a default consolidator would already undertake same scheme consolidation.  
	43. The consultation proposed not to mandate schemes to undertake same scheme consolidation, however, encouraged schemes to undertake this where possible, but proposed it would be an expectation that schemes who wished to act as a default consolidator would already undertake same scheme consolidation.  
	43. The consultation proposed not to mandate schemes to undertake same scheme consolidation, however, encouraged schemes to undertake this where possible, but proposed it would be an expectation that schemes who wished to act as a default consolidator would already undertake same scheme consolidation.  

	44. A large majority of responses agreed with the proposal not to mandate same-scheme consolidation at this current time, noting legislative and operational barriers. With respondents setting out how, they believed, that in some cases members have multiple pots with the same provider for good reason, including different features, guarantees or charges. Some respondents outlined the problem with mandating same scheme consolidation because schemes provide varying benefits and protections to different pots and
	44. A large majority of responses agreed with the proposal not to mandate same-scheme consolidation at this current time, noting legislative and operational barriers. With respondents setting out how, they believed, that in some cases members have multiple pots with the same provider for good reason, including different features, guarantees or charges. Some respondents outlined the problem with mandating same scheme consolidation because schemes provide varying benefits and protections to different pots and


	“Yes we agree with this approach. Same scheme consolidation can be complicated particularly in contract-based pensions and providers that provide different terms based on the employer providing the pension. Pilots and initiatives should be allowed to progress without mandation”  
	“Yes we agree with this approach. Same scheme consolidation can be complicated particularly in contract-based pensions and providers that provide different terms based on the employer providing the pension. Pilots and initiatives should be allowed to progress without mandation”  
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	“Yes we agree with this approach. Same scheme consolidation can be complicated particularly in contract-based pensions and providers that provide different terms based on the employer providing the pension. Pilots and initiatives should be allowed to progress without mandation”  
	Phoenix Group 




	45. However, many respondents highlighted the benefits of mandating same scheme consolidation, given that it could reduce cost, risk, and increase customer service. This in turn could improve value for money, enable better guidance, and member centricity.  
	45. However, many respondents highlighted the benefits of mandating same scheme consolidation, given that it could reduce cost, risk, and increase customer service. This in turn could improve value for money, enable better guidance, and member centricity.  
	45. However, many respondents highlighted the benefits of mandating same scheme consolidation, given that it could reduce cost, risk, and increase customer service. This in turn could improve value for money, enable better guidance, and member centricity.  

	46. Others welcome the idea of allowing same-scheme consolidation without consent, however, acknowledge for this to be a whole market solution changes in legislation will need to occur. It was supported that same scheme consolidation reaps great benefits and should be mandated further down the line if there is no voluntary uptake across pension schemes. 
	46. Others welcome the idea of allowing same-scheme consolidation without consent, however, acknowledge for this to be a whole market solution changes in legislation will need to occur. It was supported that same scheme consolidation reaps great benefits and should be mandated further down the line if there is no voluntary uptake across pension schemes. 

	47. As set out earlier, in response to the question regarding authorisation to act as a default consolidator, there was a significant number of responses who agreed that a scheme must already be offering same scheme consolidation to be able to act as a consolidator.  
	47. As set out earlier, in response to the question regarding authorisation to act as a default consolidator, there was a significant number of responses who agreed that a scheme must already be offering same scheme consolidation to be able to act as a consolidator.  


	“We agree that there should be an expectation that any scheme applying for authorisation to act as a default consolidator would already undertake same scheme consolidation. We also agree that schemes should not be mandated to undertake same-scheme consolidation at this time.” 
	“We agree that there should be an expectation that any scheme applying for authorisation to act as a default consolidator would already undertake same scheme consolidation. We also agree that schemes should not be mandated to undertake same-scheme consolidation at this time.” 
	“We agree that there should be an expectation that any scheme applying for authorisation to act as a default consolidator would already undertake same scheme consolidation. We also agree that schemes should not be mandated to undertake same-scheme consolidation at this time.” 
	“We agree that there should be an expectation that any scheme applying for authorisation to act as a default consolidator would already undertake same scheme consolidation. We also agree that schemes should not be mandated to undertake same-scheme consolidation at this time.” 
	“We agree that there should be an expectation that any scheme applying for authorisation to act as a default consolidator would already undertake same scheme consolidation. We also agree that schemes should not be mandated to undertake same-scheme consolidation at this time.” 
	Nest  




	Default Consolidator Framework 
	Question 6: As a whole, do you agree with the framework set out above for a default consolidator approach? Are there any areas that you think have not been considered, that need to form part of this framework? 
	Question 6: As a whole, do you agree with the framework set out above for a default consolidator approach? Are there any areas that you think have not been considered, that need to form part of this framework? 
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	Question 6: As a whole, do you agree with the framework set out above for a default consolidator approach? Are there any areas that you think have not been considered, that need to form part of this framework? 




	48. The consultation outlined the proposed approach to address the small pots challenge, as part of this we set out a range of proposals to provide direction on key elements of the framework. As part of this, we were keen to understand from respondents whether there was overall support for this approach, or whether there were areas that would benefit from further exploration.  
	48. The consultation outlined the proposed approach to address the small pots challenge, as part of this we set out a range of proposals to provide direction on key elements of the framework. As part of this, we were keen to understand from respondents whether there was overall support for this approach, or whether there were areas that would benefit from further exploration.  
	48. The consultation outlined the proposed approach to address the small pots challenge, as part of this we set out a range of proposals to provide direction on key elements of the framework. As part of this, we were keen to understand from respondents whether there was overall support for this approach, or whether there were areas that would benefit from further exploration.  

	49. Overall, the framework set out in the consultation received broad support from respondents with the majority of respondents agreeing to the framework; although there were some elements that may benefit from further exploration as part of the industry delivery group.  
	49. Overall, the framework set out in the consultation received broad support from respondents with the majority of respondents agreeing to the framework; although there were some elements that may benefit from further exploration as part of the industry delivery group.  


	“We believe this consultation sets the right direction of travel to resolve the issue of the proliferation of small pots in UK workplace DC schemes – an issue that requires resolution. We believe the idea of appointing a small number of schemes as default consolidators is in tune with the direction that the market should be taking, in the interests of members. Providing deferred pots are moved to ‘link up with’ an existing pot – active or deferred – within a consolidator, it should improve member experience
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	Nest 




	50. One area that respondents raised was the 12-month period for a pot to be classified as deferred, with some considering that this period should be longer given the risk that members may go on long-term sick / parental leave and return to find their pot has been consolidated.  
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	“However, it is not uncommon for employers into cease pension contributions whilst a member of staff is on parental leave. Further, according to UK Government data, 6% of women take 53 weeks, or more, in maternity leave5. Under the proposed 12-month rule, an employee could return to work from such a period of leave to find that their pot has been consolidated.”  
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	Pensions and Lifetime Savings Association (PLSA) 
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	51. While broadly respondents were supportive of the default consolidator approach, a small number of respondents continued to believe that the Government should reconsider their approach and opt with a pot follows member approach instead. Key arguments against the consolidator approach included that some considered the solution should focus on working closer to the pensions dashboards.  
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	“We do not agree with the framework set out for a default consolidator approach. The impact on competition, on savers and on the employer relationship requires further exploration, and needs to form part of this framework.”  
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	52. As set out above, some respondents, while agreeing with the framework broadly, considered there were some areas that would benefit from further consideration as the policy is developed further through the industry delivery group. Key areas that respondents considered should be explored further included:  
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	• Whether members can change their default consolidator after their pots have been consolidated; 
	• Whether members can change their default consolidator after their pots have been consolidated; 


	 
	• Are members able to move their pots to another scheme outside the consolidators once their small pot have been joined together;  
	• Are members able to move their pots to another scheme outside the consolidators once their small pot have been joined together;  
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	• How will the Government approach achieving a material reduction in the cost of transfers, to support the delivery of this approach;  
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	• What are the timeframes involved for schemes to transfer eligible pots out, and will this be done on a rolling basis or periodically. 
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	• How best to improve member communication to ensure that it is consistent across schemes, creating trust and encouraging active engagement.  
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	Equality impacts of the proposal 
	Question 7: Do you have any comments on the positive or negative impacts of a default consolidator approach on any protected groups, and how any negative effects could be mitigated? 
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	Summary of Responses 
	53. Under the Equality Act 2010, public bodies have a duty to give due regard to the needs of people with ‘protected characteristics. The Public Sector Equality Duty covers the protected characteristics of age; disability; gender reassignment; pregnancy and maternity; race; religion or belief; sex; sexual orientation; and marriage and civil partnership – in respect of eliminating unlawful discrimination only.  In line with this we sought input from respondents around the impact of the default consolidator a
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	54. Respondents recognised that deferred small pots are held by a higher proportion of low earners and multiple job holders, women, ethnic minorities and other under pensioned groups who are making minimal pension contributions and who change jobs more frequently due to insecurity of part-time work.  
	54. Respondents recognised that deferred small pots are held by a higher proportion of low earners and multiple job holders, women, ethnic minorities and other under pensioned groups who are making minimal pension contributions and who change jobs more frequently due to insecurity of part-time work.  

	55. Many respondents felt a default consolidator would provide a more substantive outcomes for members with deferred small pots, and result in a positive impact on many protected groups. Although some respondents felt the 12-month deferral period could negatively impact those employees who take paternity, maternity, or sick leave, as discussed in the response to question 6. 
	55. Many respondents felt a default consolidator would provide a more substantive outcomes for members with deferred small pots, and result in a positive impact on many protected groups. Although some respondents felt the 12-month deferral period could negatively impact those employees who take paternity, maternity, or sick leave, as discussed in the response to question 6. 

	56. Respondents felt that consideration should be given to other protected groups including older members and those with disabilities, with particular attention to be 
	56. Respondents felt that consideration should be given to other protected groups including older members and those with disabilities, with particular attention to be 


	“We think that the default consolidator approach will have particular benefit for those most likely to be in insecure or lower paying work, which particularly includes women, those with certain disabilities, and members of some ethnic groups.”   
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	UNISON 




	paid to how industry would communicate changes to their pots to these groups. Some respondents felt the communication should be clearly demonstrated from the government to increase trust and confidence. 
	paid to how industry would communicate changes to their pots to these groups. Some respondents felt the communication should be clearly demonstrated from the government to increase trust and confidence. 
	paid to how industry would communicate changes to their pots to these groups. Some respondents felt the communication should be clearly demonstrated from the government to increase trust and confidence. 

	57. There was a strong consensus to identify best practice for communications, with multiple mentions of referring to the Financial Conduct Authority’s (FCA’s) Guidance for firms on the fair treatment of vulnerable customers6 and the FCA’s Consumer Duty. Communications should be of appropriate format, clear and easily understandable to help members make decisions, especially to those protected groups who are less likely to be engaged due to lack of understanding of the process. 
	57. There was a strong consensus to identify best practice for communications, with multiple mentions of referring to the Financial Conduct Authority’s (FCA’s) Guidance for firms on the fair treatment of vulnerable customers6 and the FCA’s Consumer Duty. Communications should be of appropriate format, clear and easily understandable to help members make decisions, especially to those protected groups who are less likely to be engaged due to lack of understanding of the process. 

	58. Concerns were also raised in relation to societal views or religious beliefs being considered when a pot is consolidated, including ensuring that members such as those within Sharia funds were not disadvantaged or excluded from any automated consolidation solution. Many responses highlighted the protection of members holding schemes with specific benefits, such as a protected pension age, a guaranteed annuity rate, or tax-free cash obligations. 
	58. Concerns were also raised in relation to societal views or religious beliefs being considered when a pot is consolidated, including ensuring that members such as those within Sharia funds were not disadvantaged or excluded from any automated consolidation solution. Many responses highlighted the protection of members holding schemes with specific benefits, such as a protected pension age, a guaranteed annuity rate, or tax-free cash obligations. 
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	Chapter 2: The Multiple Default Consolidator Framework and Next Steps 
	Introduction 
	59. Our consultation in July 2023, Ending the proliferation of deferred small pots7, outlined the proposed approach to address the small pots challenge. In this consultation, we put forward a multiple default consolidator approach, from the responses we have received to this consultation, we have concluded that this is the most appropriate approach and will work to introduce it. While some respondents outlined that this was not their preferred approach, many of them agreed that if implemented correctly, it 
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	60. This chapter sets out the government response to the consultation, to give further clarity on the outline of the multiple default consolidator framework, while also outlining areas which will be the key focus of the industry delivery group. The creation of the industry delivery group will provide government with time to further develop the policy and address some of the complex challenges that need to be overcome ahead of implementation. It is our ambition to legislate for this approach when Parliamenta
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	Central clearing house 
	61. Our consultation set out that a key obstacle of the multiple default consolidator approach would be the need for a central point to inform schemes of where to transfer a member’s deferred pot to. The consultation set out two options to overcome this barrier: 
	61. Our consultation set out that a key obstacle of the multiple default consolidator approach would be the need for a central point to inform schemes of where to transfer a member’s deferred pot to. The consultation set out two options to overcome this barrier: 
	61. Our consultation set out that a key obstacle of the multiple default consolidator approach would be the need for a central point to inform schemes of where to transfer a member’s deferred pot to. The consultation set out two options to overcome this barrier: 

	• A central clearing house, which would be responsible for matching deferred pots and lead on communication with members and schemes; 
	• A central clearing house, which would be responsible for matching deferred pots and lead on communication with members and schemes; 


	• A central registry, which would act as a database which schemes could access to identify where a member’s chosen consolidator was. 
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	• A central registry, which would act as a database which schemes could access to identify where a member’s chosen consolidator was. 

	62. From the responses we received, it is clear that both approaches have their merits. However, there was agreement across the responses that a clearing house approach was more favourable.   
	62. From the responses we received, it is clear that both approaches have their merits. However, there was agreement across the responses that a clearing house approach was more favourable.   

	63. The Government recognises there were potential benefits of opting for the central registry approach, with supporters of this approach considering that it could align more closely to the pensions dashboard, which could have made the implementation of this approach simpler and lower cost. Further, a central registry approach could remove the need for third party involvement as providers could access the information directly.  
	63. The Government recognises there were potential benefits of opting for the central registry approach, with supporters of this approach considering that it could align more closely to the pensions dashboard, which could have made the implementation of this approach simpler and lower cost. Further, a central registry approach could remove the need for third party involvement as providers could access the information directly.  

	64. However, significant concerns were raised around the potential data and security risks of creating a central registry, alongside the potential competition risks that could occur because of giving schemes access to their competitor’s data.  
	64. However, significant concerns were raised around the potential data and security risks of creating a central registry, alongside the potential competition risks that could occur because of giving schemes access to their competitor’s data.  

	65. Some respondents suggested that that we should look to rely on the pensions dashboard infrastructure, including the pensions finding service, instead of creating a new central infrastructure to support small pot consolidation. However, dashboard infrastructure, being member initiated, is significantly different to what would be required from a clearing house – where action is taken without requiring member involvement. The small pots delivery group will be tasked with considering the interactions betwee
	65. Some respondents suggested that that we should look to rely on the pensions dashboard infrastructure, including the pensions finding service, instead of creating a new central infrastructure to support small pot consolidation. However, dashboard infrastructure, being member initiated, is significantly different to what would be required from a clearing house – where action is taken without requiring member involvement. The small pots delivery group will be tasked with considering the interactions betwee

	66. On this basis, we have concluded that the clearing house approach is our preferred approach to support the delivery of the multiple default consolidator approach. It will enable for a central point, to support schemes and members through the consolidation process and can act independently in allocating members to a consolidator scheme in cases where a member does not make an active choice. It will reduce the burden on schemes who will be able to interact with a single organisation, and it could, depende
	66. On this basis, we have concluded that the clearing house approach is our preferred approach to support the delivery of the multiple default consolidator approach. It will enable for a central point, to support schemes and members through the consolidation process and can act independently in allocating members to a consolidator scheme in cases where a member does not make an active choice. It will reduce the burden on schemes who will be able to interact with a single organisation, and it could, depende

	67. Further to this, we have considered how the clearing house could better support an evolving pensions landscape. In part two of this document, we seek evidence on whether a move towards a lifetime provider model would be more beneficial for members. To do this, it is likely that there will need to be a significant change in how pension contributions are currently paid by the employer to the scheme. One option for this, as seen in Australia, would be to introduce a clearing house. This would give a wider,
	67. Further to this, we have considered how the clearing house could better support an evolving pensions landscape. In part two of this document, we seek evidence on whether a move towards a lifetime provider model would be more beneficial for members. To do this, it is likely that there will need to be a significant change in how pension contributions are currently paid by the employer to the scheme. One option for this, as seen in Australia, would be to introduce a clearing house. This would give a wider,

	68. There are questions outstanding regarding the role, remit and design and funding of the central clearing house, this will be one of the key areas for the industry delivery group to focus on, where we will look to leverage industry expertise and take 
	68. There are questions outstanding regarding the role, remit and design and funding of the central clearing house, this will be one of the key areas for the industry delivery group to focus on, where we will look to leverage industry expertise and take 


	advantage of international evidence to design a central clearing house that will support the drive towards achieving a low-cost administration and transfer system which will be fundamental to the overall delivery of net benefits to members.   
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	69. Further work with stakeholders will also be important to develop a better understanding of the potential transition costs to an automated solution. Whilst it is believed the costs of establishing an automated solution should be relatively small in comparison to the long-term benefits from automatically transferring pots (in terms of reduced administrative burden), at this stage the Government is unable to present a precise estimate of the transitional costs associated with developing a solution that fac
	69. Further work with stakeholders will also be important to develop a better understanding of the potential transition costs to an automated solution. Whilst it is believed the costs of establishing an automated solution should be relatively small in comparison to the long-term benefits from automatically transferring pots (in terms of reduced administrative burden), at this stage the Government is unable to present a precise estimate of the transitional costs associated with developing a solution that fac

	70. For comparison, Australia’s SuperStream reforms (which included a clearing house and gateway platform) took about 4 years to fully develop and had investment costs of an estimated A$1.5bn8 (£930m9) over the 2012 to 2018 financial years. However, this was based on estimated A$900m (£560m) costs to providers and A$600m (£370m) costs to employers. These costs were borne by providers through levies. Due to differences in the pension systems, we do not anticipate there being significant costs to employers in
	70. For comparison, Australia’s SuperStream reforms (which included a clearing house and gateway platform) took about 4 years to fully develop and had investment costs of an estimated A$1.5bn8 (£930m9) over the 2012 to 2018 financial years. However, this was based on estimated A$900m (£560m) costs to providers and A$600m (£370m) costs to employers. These costs were borne by providers through levies. Due to differences in the pension systems, we do not anticipate there being significant costs to employers in

	71. However, initially, Australia projected the costs of implementing the SuperStream reforms to be A$467m (£280m) over 7 years10. Of this, about 2/3s of the costs were expected to be IT-based, the majority of which were expected to be data and e-commerce standardisation. Any solution implemented in the UK is likely to build upon the data requirements in the regulations for the Pensions Dashboard– a similar large-scale reform which estimated an upfront cost to industry of £324m11. As some data standardisati
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	9 Based on a A$/£ conversion rate of 0.62 in August 2017. 
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	Conclusion – a clearing house 
	Conclusion – a clearing house 
	Conclusion – a clearing house 
	Conclusion – a clearing house 
	Conclusion – a clearing house 
	In conclusion, the Government has decided to proceed with a clearing house approach to underpin and support the multiple default consolidator. The industry delivery group will be tasked to carefully considered the role, remit, and design of the clearing house as a priority area.  




	Allocating a member to a consolidator who hasn’t made an active decision 
	72. A key feature of the multiple default consolidator approach is that it enables a member, where they wish to, the opportunity to make an active choice about which default consolidator they would like to use. However, we anticipate there will be a number of cases where a member does not make an active choice. The consultation proposed two approaches to deal with this: 
	72. A key feature of the multiple default consolidator approach is that it enables a member, where they wish to, the opportunity to make an active choice about which default consolidator they would like to use. However, we anticipate there will be a number of cases where a member does not make an active choice. The consultation proposed two approaches to deal with this: 
	72. A key feature of the multiple default consolidator approach is that it enables a member, where they wish to, the opportunity to make an active choice about which default consolidator they would like to use. However, we anticipate there will be a number of cases where a member does not make an active choice. The consultation proposed two approaches to deal with this: 

	• Option A: allocate all small pots between the providers who meet the criteria to be a consolidator at a level proportionate to their market share.  
	• Option A: allocate all small pots between the providers who meet the criteria to be a consolidator at a level proportionate to their market share.  

	• Option B: given the likelihood that a member will have a deferred pot already with a consolidator scheme, this scheme would be allocated as the members consolidator scheme. In cases where a member has pots with multiple schemes that are authorised consolidators their deferred pots pot could be allocated to the consolidator scheme that holds their largest deferred pot. 
	• Option B: given the likelihood that a member will have a deferred pot already with a consolidator scheme, this scheme would be allocated as the members consolidator scheme. In cases where a member has pots with multiple schemes that are authorised consolidators their deferred pots pot could be allocated to the consolidator scheme that holds their largest deferred pot. 

	73. The consultation acknowledged that both of these approaches had their limitations but sought views from respondents on which of these was most suitable or whether there was an alternative that was worth consideration.  
	73. The consultation acknowledged that both of these approaches had their limitations but sought views from respondents on which of these was most suitable or whether there was an alternative that was worth consideration.  

	74. As discussed in Chapter 1, option A received very limited support as an appropriate method to allocate members to a consolidator in the absence of member choice. With a key concern being that that it could create an uncompetitive default consolidator market.  
	74. As discussed in Chapter 1, option A received very limited support as an appropriate method to allocate members to a consolidator in the absence of member choice. With a key concern being that that it could create an uncompetitive default consolidator market.  

	75. While option B received greater levels of support, there were concerns raised about how this approach would work for members who didn’t have a pot with a consolidator previously. Despite this, option B still has some merit as an approach for allocating a member to a consolidator, this is due to members being more likely to make a connection to the scheme if they are consolidated into a scheme where they already have a pot, which could result in improved engagement. Alongside this, it should also reduce 
	75. While option B received greater levels of support, there were concerns raised about how this approach would work for members who didn’t have a pot with a consolidator previously. Despite this, option B still has some merit as an approach for allocating a member to a consolidator, this is due to members being more likely to make a connection to the scheme if they are consolidated into a scheme where they already have a pot, which could result in improved engagement. Alongside this, it should also reduce 

	76. Some respondents suggested approaches where either members would be allocated purely on a carousel approach, or where schemes would partner up with authorised consolidators and transfer eligible pots to the partnered consolidator when eligible. Both of these approaches would not enable a member to be consolidated into a previous pot, creating unnecessary pots and also not taking advantages of a pre-existing relationship where possible.  
	76. Some respondents suggested approaches where either members would be allocated purely on a carousel approach, or where schemes would partner up with authorised consolidators and transfer eligible pots to the partnered consolidator when eligible. Both of these approaches would not enable a member to be consolidated into a previous pot, creating unnecessary pots and also not taking advantages of a pre-existing relationship where possible.  

	77. We agree with respondents that a key aim when allocating members to a consolidator should be to consolidate them into an existing pot, where possible, to continue the relationship between member and scheme and reducing cost. However, we accept that there needs to be an alternative approach for those that do not have a 
	77. We agree with respondents that a key aim when allocating members to a consolidator should be to consolidate them into an existing pot, where possible, to continue the relationship between member and scheme and reducing cost. However, we accept that there needs to be an alternative approach for those that do not have a 


	pot with an authorised consolidator, therefore, it would seem sensible that in those instances, a member should be allocated a scheme based on a carousel approach. 
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	Conclusion – allocation of members to a default consolidator 
	Conclusion – allocation of members to a default consolidator 
	Conclusion – allocation of members to a default consolidator 
	Conclusion – allocation of members to a default consolidator 
	Conclusion – allocation of members to a default consolidator 
	We will proceed with an amended option B approach, this will in the first instance look to consolidate members into a scheme where they already have a pot. If they have multiple pots with different consolidators, they will be allocated to the scheme which holds their largest pot.  
	In cases where a member does not have a pot with an authorised consolidator, we will look to allocate members to an authorised consolidator based on a carousel approach. The carousel approach will divide pots at an equal proportion, between the authorised consolidators.  




	Authorisation to act as a consolidator 
	78. Our July consultation, set out that in order to deliver an effective multiple default consolidator approach we would need a proportionate default consolidator regime which will enable the relevant regulators to authorise a small number of schemes to undertake this role – consistent with our objectives to move towards a more consolidated workplace pensions market.  
	78. Our July consultation, set out that in order to deliver an effective multiple default consolidator approach we would need a proportionate default consolidator regime which will enable the relevant regulators to authorise a small number of schemes to undertake this role – consistent with our objectives to move towards a more consolidated workplace pensions market.  
	78. Our July consultation, set out that in order to deliver an effective multiple default consolidator approach we would need a proportionate default consolidator regime which will enable the relevant regulators to authorise a small number of schemes to undertake this role – consistent with our objectives to move towards a more consolidated workplace pensions market.  

	79. As part of this, we set out that schemes, would be required to apply for authorisation, and alongside this we would consider with the FCA a similar authorisation framework to ensure appropriate parity for contract-based schemes that wished to act in the space. To clarify, no schemes will be required to apply for authorisation to act as a default consolidator, only those schemes that wish to act as a consolidator would need to seek authorisation. This proposal received broad support from respondents, wit
	79. As part of this, we set out that schemes, would be required to apply for authorisation, and alongside this we would consider with the FCA a similar authorisation framework to ensure appropriate parity for contract-based schemes that wished to act in the space. To clarify, no schemes will be required to apply for authorisation to act as a default consolidator, only those schemes that wish to act as a consolidator would need to seek authorisation. This proposal received broad support from respondents, wit

	80. Alongside this, the suggestion that to be a consolidator you must already offer same scheme consolidation received broad support from respondents, with many agreeing that this is a vital component of what a consolidator scheme must be able to deliver. We are aware of the difficulties faced by contract-based providers and we are carefully exploring legislative changes necessary to enable providers to transfer pension savers without consent, internally or to another provider, with appropriate protections 
	80. Alongside this, the suggestion that to be a consolidator you must already offer same scheme consolidation received broad support from respondents, with many agreeing that this is a vital component of what a consolidator scheme must be able to deliver. We are aware of the difficulties faced by contract-based providers and we are carefully exploring legislative changes necessary to enable providers to transfer pension savers without consent, internally or to another provider, with appropriate protections 

	81. We sought views on which essential conditions should form part of any authorisation criteria. There were a wide range of views provided in response to this, discussed in Chapter 1, but most supported the view was that it would be important to link authorisation of a consolidator to the Value for Money framework, ensuring that schemes must demonstrate value for their members to become a consolidator.  
	81. We sought views on which essential conditions should form part of any authorisation criteria. There were a wide range of views provided in response to this, discussed in Chapter 1, but most supported the view was that it would be important to link authorisation of a consolidator to the Value for Money framework, ensuring that schemes must demonstrate value for their members to become a consolidator.  


	82. As such, we continue to believe that it will be necessary to develop an authorisation regime for schemes to be able to act as consolidators, but it will be important that we are able to create this in a proportionate way that encourages schemes to enter this market. There are some questions that require further consideration, with the benefit of insight from the industry delivery group, around what the overall authorisation process should look like, and how consolidators are supervised to ensure they co
	82. As such, we continue to believe that it will be necessary to develop an authorisation regime for schemes to be able to act as consolidators, but it will be important that we are able to create this in a proportionate way that encourages schemes to enter this market. There are some questions that require further consideration, with the benefit of insight from the industry delivery group, around what the overall authorisation process should look like, and how consolidators are supervised to ensure they co
	82. As such, we continue to believe that it will be necessary to develop an authorisation regime for schemes to be able to act as consolidators, but it will be important that we are able to create this in a proportionate way that encourages schemes to enter this market. There are some questions that require further consideration, with the benefit of insight from the industry delivery group, around what the overall authorisation process should look like, and how consolidators are supervised to ensure they co
	82. As such, we continue to believe that it will be necessary to develop an authorisation regime for schemes to be able to act as consolidators, but it will be important that we are able to create this in a proportionate way that encourages schemes to enter this market. There are some questions that require further consideration, with the benefit of insight from the industry delivery group, around what the overall authorisation process should look like, and how consolidators are supervised to ensure they co
	• they must be an AE scheme and/or a qualifying scheme for AE;  
	• they must be an AE scheme and/or a qualifying scheme for AE;  
	• they must be an AE scheme and/or a qualifying scheme for AE;  

	• must already undertake same scheme consolidation (acknowledging the need for legislative change for contract-based schemes to undertake this);  
	• must already undertake same scheme consolidation (acknowledging the need for legislative change for contract-based schemes to undertake this);  

	• would have to demonstrate good levels of VFM, which would be reviewed periodically; 
	• would have to demonstrate good levels of VFM, which would be reviewed periodically; 

	• they must themselves offer decumulation services, including a default decumulation offer to members; 
	• they must themselves offer decumulation services, including a default decumulation offer to members; 

	• high quality communication to affected members focused on driving improved engagement; 
	• high quality communication to affected members focused on driving improved engagement; 

	• protection for members against flat fee charges, above the level of the current de minimis; 
	• protection for members against flat fee charges, above the level of the current de minimis; 

	• the scheme would have to have sufficient scale and/or hold a certain number of small pots, to be able to deliver value for consolidated members. 
	• the scheme would have to have sufficient scale and/or hold a certain number of small pots, to be able to deliver value for consolidated members. 





	Conclusion – authorisation to act as a default consolidator 
	Conclusion – authorisation to act as a default consolidator 
	Conclusion – authorisation to act as a default consolidator 
	Conclusion – authorisation to act as a default consolidator 
	Conclusion – authorisation to act as a default consolidator 
	We will develop an authorisation and supervisory regime for trust-based schemes to act as consolidators and investigate options for a similar framework for contract-based schemes, working with the FCA, with the aim of ensuring parity of requirements and member experience.  
	We have considered the areas that respondents suggested as suitable condition to form part of the authorisation criteria, and we believe that a scheme will need to demonstrate the following: 




	Eligible pot criteria 
	83. In the July consultation, we set out the importance of striking the right balance for the eligibility of automatic consolidation solutions, between achieving high levels of consolidation, while also ensuring that member outcomes are improved. Our consultation set out that the starting point for eligible pots were that they must be within the automatic enrolment workplace pensions market within charge-capped default funds (including sharia compliant funds) but did not include pots with guarantees.  
	83. In the July consultation, we set out the importance of striking the right balance for the eligibility of automatic consolidation solutions, between achieving high levels of consolidation, while also ensuring that member outcomes are improved. Our consultation set out that the starting point for eligible pots were that they must be within the automatic enrolment workplace pensions market within charge-capped default funds (including sharia compliant funds) but did not include pots with guarantees.  
	83. In the July consultation, we set out the importance of striking the right balance for the eligibility of automatic consolidation solutions, between achieving high levels of consolidation, while also ensuring that member outcomes are improved. Our consultation set out that the starting point for eligible pots were that they must be within the automatic enrolment workplace pensions market within charge-capped default funds (including sharia compliant funds) but did not include pots with guarantees.  


	84. From the responses to our consultation, it was broadly agreed that this scope is correct as a starting point and would keep the solution sufficiently broad to benefit individuals. However, there was a question raised in relation to how to best deal with hybrid schemes, and schemes designed to tailor for specific beliefs, whose members are unlikely to want to be consolidated into a default consolidator. These are important areas to consider further, and we will look to explore these with the industry del
	84. From the responses to our consultation, it was broadly agreed that this scope is correct as a starting point and would keep the solution sufficiently broad to benefit individuals. However, there was a question raised in relation to how to best deal with hybrid schemes, and schemes designed to tailor for specific beliefs, whose members are unlikely to want to be consolidated into a default consolidator. These are important areas to consider further, and we will look to explore these with the industry del
	84. From the responses to our consultation, it was broadly agreed that this scope is correct as a starting point and would keep the solution sufficiently broad to benefit individuals. However, there was a question raised in relation to how to best deal with hybrid schemes, and schemes designed to tailor for specific beliefs, whose members are unlikely to want to be consolidated into a default consolidator. These are important areas to consider further, and we will look to explore these with the industry del

	85. Alongside this, the consultation set out two further proposed criteria for a pot to be eligible for automatic consolidation.  
	85. Alongside this, the consultation set out two further proposed criteria for a pot to be eligible for automatic consolidation.  


	Pot limit 
	86. The first of these criteria was that the pot must be valued below £1,000. As seen in Chapter 1 of this document, respondents broadly agreed that £1,000 was a sensible limit for automatic consolidation. However, some respondents still considered that setting the limit at a lower level would be more appropriate, arguing that the average pot size referenced in our consultation was £350. While we understand this argument, it is important to consider the impact more widely on members if we reduced the maximu
	86. The first of these criteria was that the pot must be valued below £1,000. As seen in Chapter 1 of this document, respondents broadly agreed that £1,000 was a sensible limit for automatic consolidation. However, some respondents still considered that setting the limit at a lower level would be more appropriate, arguing that the average pot size referenced in our consultation was £350. While we understand this argument, it is important to consider the impact more widely on members if we reduced the maximu
	86. The first of these criteria was that the pot must be valued below £1,000. As seen in Chapter 1 of this document, respondents broadly agreed that £1,000 was a sensible limit for automatic consolidation. However, some respondents still considered that setting the limit at a lower level would be more appropriate, arguing that the average pot size referenced in our consultation was £350. While we understand this argument, it is important to consider the impact more widely on members if we reduced the maximu

	87. Furthermore, it would take approximately only 5 months (22 weeks) for a full-time employee on National Living Wage making minimum contributions to reach this limit12. According to DWP analysis of HMRC data13, just under half (48%) of the 4.3m instances of people stopping contributing to their pension in 21/22 had been after contribution spells of less than a year. Of which, the majority (68%) were after contribution spells of less than six months. 
	87. Furthermore, it would take approximately only 5 months (22 weeks) for a full-time employee on National Living Wage making minimum contributions to reach this limit12. According to DWP analysis of HMRC data13, just under half (48%) of the 4.3m instances of people stopping contributing to their pension in 21/22 had been after contribution spells of less than a year. Of which, the majority (68%) were after contribution spells of less than six months. 

	88. We strongly believe that reducing the maximum pot limit would have significant impacts on the overall benefits the multiple default consolidator approach would have on individuals and would run the risk of implementing a solution that creates higher costs than the benefits that members would receive.  While we understand the arguments regarding the financial impact a £1,000 limit may have on schemes, it is also important to remember that these pots are unprofitable for schemes to administer, which in tu
	88. We strongly believe that reducing the maximum pot limit would have significant impacts on the overall benefits the multiple default consolidator approach would have on individuals and would run the risk of implementing a solution that creates higher costs than the benefits that members would receive.  While we understand the arguments regarding the financial impact a £1,000 limit may have on schemes, it is also important to remember that these pots are unprofitable for schemes to administer, which in tu

	89. On the other hand, as set out in Chapter 1, some respondents felt that the Government should set a higher limit than £1,000; with concerns that the scheme economics of becoming a consolidator may not add up without a higher limit. Furthermore, there were suggestions that increasing the limit would also encourage greater member engagement, and support greater outcomes. While we appreciate 
	89. On the other hand, as set out in Chapter 1, some respondents felt that the Government should set a higher limit than £1,000; with concerns that the scheme economics of becoming a consolidator may not add up without a higher limit. Furthermore, there were suggestions that increasing the limit would also encourage greater member engagement, and support greater outcomes. While we appreciate 


	12 Assuming National Living Wage of £10.42, a 38 hour working week, and 8% pension contributions. Ignoring investment growth and charges. 
	12 Assuming National Living Wage of £10.42, a 38 hour working week, and 8% pension contributions. Ignoring investment growth and charges. 
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	Helping savers understand their pension choices: supporting individuals at the point of access - GOV.UK (www.gov.uk)
	Helping savers understand their pension choices: supporting individuals at the point of access - GOV.UK (www.gov.uk)

	 


	these views, we must balance this against the potential impact starting with a higher pot limit may have on current pension schemes; alongside the increasing risk of member detriment as the pot value limit for automatic consolidation grows.  
	these views, we must balance this against the potential impact starting with a higher pot limit may have on current pension schemes; alongside the increasing risk of member detriment as the pot value limit for automatic consolidation grows.  
	these views, we must balance this against the potential impact starting with a higher pot limit may have on current pension schemes; alongside the increasing risk of member detriment as the pot value limit for automatic consolidation grows.  

	90. When considering this figure, we tried to strike the balance between not setting the limit too low and restricting consolidation or setting the limit too high and increasing the risk of detriment to members. From the responses received, we continue to believe that £1,000 currently does strike the correct balance.  Therefore, we have concluded that the £1,000 pot limit suggested within our consultation remains a sensible starting point, when legislating for this, we also propose to include a regular stat
	90. When considering this figure, we tried to strike the balance between not setting the limit too low and restricting consolidation or setting the limit too high and increasing the risk of detriment to members. From the responses received, we continue to believe that £1,000 currently does strike the correct balance.  Therefore, we have concluded that the £1,000 pot limit suggested within our consultation remains a sensible starting point, when legislating for this, we also propose to include a regular stat

	91. Across the responses received to the consultation some queried at what point the value of pot was considered, whether this was at the 12-month period or at the point of transfer (considering potential for investment gains). Our initial view on this is that it would seem sensible to take the value at the 12-month point, and if the pot does increase in value (over £1,000) during the period of member communications / allocation of a consolidator, it should not become ineligible for automatic consolidation.
	91. Across the responses received to the consultation some queried at what point the value of pot was considered, whether this was at the 12-month period or at the point of transfer (considering potential for investment gains). Our initial view on this is that it would seem sensible to take the value at the 12-month point, and if the pot does increase in value (over £1,000) during the period of member communications / allocation of a consolidator, it should not become ineligible for automatic consolidation.


	When does a pot become deferred 
	92. The second further criterion for a pot to be eligible for automatic consolidation was that it must not have received any contributions for a period of at least 12 months. The aim for this was that it would act as a sensible middle ground to target eligible pots, while trying to avoid including individuals who may, for a range of reasons, have temporarily stopped paying pension contributions, but remain with their existing employer and are likely to return to pension saving.  
	92. The second further criterion for a pot to be eligible for automatic consolidation was that it must not have received any contributions for a period of at least 12 months. The aim for this was that it would act as a sensible middle ground to target eligible pots, while trying to avoid including individuals who may, for a range of reasons, have temporarily stopped paying pension contributions, but remain with their existing employer and are likely to return to pension saving.  
	92. The second further criterion for a pot to be eligible for automatic consolidation was that it must not have received any contributions for a period of at least 12 months. The aim for this was that it would act as a sensible middle ground to target eligible pots, while trying to avoid including individuals who may, for a range of reasons, have temporarily stopped paying pension contributions, but remain with their existing employer and are likely to return to pension saving.  

	93. While we did not ask a specific question on this in our consultation, we received limited disagreement on this criterion. Although there were a few respondents who raised the interaction with the 12-month period and individuals taking parental leave / career breaks, suggesting that it would be sensible to increase this limit further to reduce the risk of including these individuals.  
	93. While we did not ask a specific question on this in our consultation, we received limited disagreement on this criterion. Although there were a few respondents who raised the interaction with the 12-month period and individuals taking parental leave / career breaks, suggesting that it would be sensible to increase this limit further to reduce the risk of including these individuals.  

	94. One of the key reasons driving the need to consolidate deferred small pots is the financial burden they put on schemes, who have to administers these pots at a loss, therefore, it is important that deferred pots are eligible to be transferred out as soon as possible. In relation to maternity leave, pension contributions continue during a period of maternity leave – except in the circumstance where an individual is not eligible for statutory maternity pay, as such, cases where contributions have ceased f
	94. One of the key reasons driving the need to consolidate deferred small pots is the financial burden they put on schemes, who have to administers these pots at a loss, therefore, it is important that deferred pots are eligible to be transferred out as soon as possible. In relation to maternity leave, pension contributions continue during a period of maternity leave – except in the circumstance where an individual is not eligible for statutory maternity pay, as such, cases where contributions have ceased f


	95. Therefore, we have concluded that the 12-month period set out in our consultation remains an appropriate period for a pot to be classified as deferred. 
	95. Therefore, we have concluded that the 12-month period set out in our consultation remains an appropriate period for a pot to be classified as deferred. 
	95. Therefore, we have concluded that the 12-month period set out in our consultation remains an appropriate period for a pot to be classified as deferred. 


	Conclusion - eligible pot criteria 
	Conclusion - eligible pot criteria 
	Conclusion - eligible pot criteria 
	Conclusion - eligible pot criteria 
	Conclusion - eligible pot criteria 
	In conclusion, the Government has decided that the broad scope of the solution set out in the July consultation remains appropriate. Therefore, the criteria for pots to be eligible for automatic consolidation that Government intends to take forward will be: 
	• Pots that were created since the introduction of AE (including contractual enrolment) and; 
	• Pots that were created since the introduction of AE (including contractual enrolment) and; 
	• Pots that were created since the introduction of AE (including contractual enrolment) and; 

	• Within automatic enrolment workplace pensions market within charge-capped default funds (including sharia compliant funds), excluding pots with guarantees; 
	• Within automatic enrolment workplace pensions market within charge-capped default funds (including sharia compliant funds), excluding pots with guarantees; 

	• Pots must have had no active contributions made for a period of at least 12 months;   
	• Pots must have had no active contributions made for a period of at least 12 months;   

	• Pots must be valued at equal to or less than £1,000. This threshold will be kept under review as we monitor impacts. 
	• Pots must be valued at equal to or less than £1,000. This threshold will be kept under review as we monitor impacts. 






	Equality impacts 
	We have considered all responses on equality considerations and recognise small pots are disproportionately held by low earners and multiple job holders, women, ethnic minorities and other under pensioned groups. Therefore, we will continue to keep these sections of society in mind when developing policy and consider the impact of any potential solution on all those with protected characteristics in accordance with the public sector equality duty.  
	Industry delivery group 
	96. As set out in the July consultation, we will create an industry delivery group to support the Government to work through the complex issues that implementing a solution to the deferred small pots challenge presents. It will be key that industry is able to work closely with government to provide input and expertise to collaboratively develop and implement this solution in the most effective way. The group will need to remain focussed on ensuring the overall process minimises burdens on pensions schemes w
	96. As set out in the July consultation, we will create an industry delivery group to support the Government to work through the complex issues that implementing a solution to the deferred small pots challenge presents. It will be key that industry is able to work closely with government to provide input and expertise to collaboratively develop and implement this solution in the most effective way. The group will need to remain focussed on ensuring the overall process minimises burdens on pensions schemes w
	96. As set out in the July consultation, we will create an industry delivery group to support the Government to work through the complex issues that implementing a solution to the deferred small pots challenge presents. It will be key that industry is able to work closely with government to provide input and expertise to collaboratively develop and implement this solution in the most effective way. The group will need to remain focussed on ensuring the overall process minimises burdens on pensions schemes w

	97. The cross-sector delivery group will be tasked to examine specific elements of the framework, to support the development of a viable, efficient, and cost-effective automated consolidation process for ceding and receiving schemes. For this group to deliver on this complex task it will be important that the role and remit of this group is 
	97. The cross-sector delivery group will be tasked to examine specific elements of the framework, to support the development of a viable, efficient, and cost-effective automated consolidation process for ceding and receiving schemes. For this group to deliver on this complex task it will be important that the role and remit of this group is 


	carefully defined, and the key question that need to be examined are agreed from the outset.  
	carefully defined, and the key question that need to be examined are agreed from the outset.  
	carefully defined, and the key question that need to be examined are agreed from the outset.  

	98. From the responses to the consultation the key areas that we consider will be vital for the delivery group to explore further are: 
	98. From the responses to the consultation the key areas that we consider will be vital for the delivery group to explore further are: 
	98. From the responses to the consultation the key areas that we consider will be vital for the delivery group to explore further are: 
	• The role and function of the proposed clearing house; 
	• The role and function of the proposed clearing house; 
	• The role and function of the proposed clearing house; 

	• The design of a low-cost and efficient transfer system; 
	• The design of a low-cost and efficient transfer system; 

	• The authorisation and monitoring of default consolidator schemes; 
	• The authorisation and monitoring of default consolidator schemes; 

	• The appropriate communication to members and member journeys; 
	• The appropriate communication to members and member journeys; 

	• The interactions and cross-over with the pensions dashboard programme; 
	• The interactions and cross-over with the pensions dashboard programme; 

	• The implementation approach for the default consolidator approach. 
	• The implementation approach for the default consolidator approach. 




	99. We will aim to launch this group in early 2024, with the expectation that the group will provide an interim update to Ministers by Spring / Summer 2024, with proposals in late 2024 – for Ministers consideration and decisions. 
	99. We will aim to launch this group in early 2024, with the expectation that the group will provide an interim update to Ministers by Spring / Summer 2024, with proposals in late 2024 – for Ministers consideration and decisions. 

	100.  We have provided a draft terms of reference for the industry delivery group at Annex B of this document, which sets out in more detail the role and remit of the group, the areas of focus and the proposed structure. 
	100.  We have provided a draft terms of reference for the industry delivery group at Annex B of this document, which sets out in more detail the role and remit of the group, the areas of focus and the proposed structure. 


	Part 2: Looking to the future: Great member security and rebalancing risk  
	Figure
	About this call for evidence 
	Who this call for evidence is aimed at 
	The Government welcomes input from: pension scheme providers; trustees; scheme managers; members of workplace pension schemes; employee representatives; trades unions; consumer groups; employers and employee representative groups; pension industry professionals; and members of the advisory community and any other interested stakeholders. 
	Purpose of the call for evidence 
	The purpose of this call for evidence is to seek evidence and views on a long-term vision for workplace pension saving in the UK. We want to explore whether a lifetime provider model would improve outcomes for savers, how we can grow the CDC market, and whether there are synergies between the two.  
	We also welcome views on possible alternative long-term visions we could set out, and what the evidence shows in regard to this.  
	Scope of call for evidence 
	This call for evidence applies to Great Britain. Occupational pensions are a devolved matter for Northern Ireland. We will be working closely with counterparts in Northern Ireland at the Department for Communities in relation to the matters set out in this call for evidence. 
	Duration of the call for evidence 
	Part 2 – the call for evidence, will run for nine weeks, starting on 22 November 2023, and close on 24 January 2024. Please ensure your response reaches us by that date as any responses received after that date may not be taken into account.  
	How to respond to this call for evidence 
	Please send your call for evidence responses to: 
	Email: 
	Email: 
	caxtonhouse.lifetimeprovidercallforevidence@dwp.gov.uk
	caxtonhouse.lifetimeprovidercallforevidence@dwp.gov.uk

	 

	Government response 
	We will publish the government response to this call for evidence on the 
	We will publish the government response to this call for evidence on the 
	GOV.UK
	GOV.UK

	 website.  

	Feedback on the call for evidence process  
	We value your feedback on how well we seek evidence. If you have any comments on the process of this call for evidence (as opposed to comments about the issues which are the subject of the call for evidence), please address them to:  
	DWP Consultation Co-ordinator: 
	DWP Consultation Co-ordinator: 
	caxtonhouse.legislation@dwp.gov.uk
	caxtonhouse.legislation@dwp.gov.uk

	  

	Freedom of information  
	The information you send us may need to be passed to colleagues within the DWP, published in a summary of responses received and referred to in the published government response.  
	All information contained in your response, including personal information, may be subject to publication or disclosure if requested under the Freedom of Information Act 2000. By providing personal information for the purposes of the public consultation exercise, it is understood that you consent to its disclosure and publication. If this is not the case, you should limit any personal information provided, or remove it completely. If you want the information in your response to the consultation to be kept 5
	To find out more about the general principles of Freedom of Information and how it is applied within DWP, please contact the Central Freedom of Information team: 
	To find out more about the general principles of Freedom of Information and how it is applied within DWP, please contact the Central Freedom of Information team: 
	freedom-of-information-request@dwp.gov.uk
	freedom-of-information-request@dwp.gov.uk

	.  

	The Central Freedom of Information team cannot advise on a specific call for evidence exercise, only on Freedom of Information issues. Read more information about Freedom of Information Act.  
	Introduction 
	101. In part two of this document, we set out a long-term vision for pension saving in the UK. This model attempts to balance security for members who choose not to, or are unable to, engage, while facilitating choice for those who can and do.  We want to ensure there is a greater balance of risk across the system and that savers do not individually bear unreasonable levels of risk for managing a retirement pot they may not fully understand.  
	101. In part two of this document, we set out a long-term vision for pension saving in the UK. This model attempts to balance security for members who choose not to, or are unable to, engage, while facilitating choice for those who can and do.  We want to ensure there is a greater balance of risk across the system and that savers do not individually bear unreasonable levels of risk for managing a retirement pot they may not fully understand.  
	101. In part two of this document, we set out a long-term vision for pension saving in the UK. This model attempts to balance security for members who choose not to, or are unable to, engage, while facilitating choice for those who can and do.  We want to ensure there is a greater balance of risk across the system and that savers do not individually bear unreasonable levels of risk for managing a retirement pot they may not fully understand.  

	102. We believe automatic consolidation of deferred small pots is the right starting point for a conversation on whether a lifetime provider model could bring wider benefits to savers and to the market. We are also making good progress developing CDC schemes, with a broader ambition to grow the CDC market so more savers can benefit, and we want to understand how these two approaches could work together.  
	102. We believe automatic consolidation of deferred small pots is the right starting point for a conversation on whether a lifetime provider model could bring wider benefits to savers and to the market. We are also making good progress developing CDC schemes, with a broader ambition to grow the CDC market so more savers can benefit, and we want to understand how these two approaches could work together.  


	The consultation response set out in part one of this document outlines our intended direction towards a defined contribution (DC) market with a small number of schemes, a subset of which act as authorised default consolidators of eligible deferred small pots. This approach will reduce the financial burden on pension providers by removing their most unprofitable pots, enabling them to provide greater value for money to their members.  
	The consultation response set out in part one of this document outlines our intended direction towards a defined contribution (DC) market with a small number of schemes, a subset of which act as authorised default consolidators of eligible deferred small pots. This approach will reduce the financial burden on pension providers by removing their most unprofitable pots, enabling them to provide greater value for money to their members.  
	The consultation response set out in part one of this document outlines our intended direction towards a defined contribution (DC) market with a small number of schemes, a subset of which act as authorised default consolidators of eligible deferred small pots. This approach will reduce the financial burden on pension providers by removing their most unprofitable pots, enabling them to provide greater value for money to their members.  
	The consultation response set out in part one of this document outlines our intended direction towards a defined contribution (DC) market with a small number of schemes, a subset of which act as authorised default consolidators of eligible deferred small pots. This approach will reduce the financial burden on pension providers by removing their most unprofitable pots, enabling them to provide greater value for money to their members.  
	The consultation response set out in part one of this document outlines our intended direction towards a defined contribution (DC) market with a small number of schemes, a subset of which act as authorised default consolidators of eligible deferred small pots. This approach will reduce the financial burden on pension providers by removing their most unprofitable pots, enabling them to provide greater value for money to their members.  
	The generation of multiple pension pots, of any size, under the existing AE framework leaves individuals with multiple risks to manage. Firstly, the risk of managing multiple pots in and of itself. Secondly, timing their investment risk appetite to avoid volatility approaching retirement. Finally, the risk that the arrangement offered by their scheme does not meet their needs, given it is chosen by their employer with little to no input from them. This is combined with the difficulties individuals have mana
	We want to build on the reforms already announced, including the multiple default consolidator solution for small pots, the Value for Money Framework, the development of Collective Defined Contribution Schemes, and Pensions Dashboards to deliver security for members in later life while continuing to use defaults to harness power of inertia that has already ensured millions more people are saving for retirement.  




	The case for a lifetime provider model  
	103. The original concept of a workplace pension was based on a model where an individual had a job for life. In return for staying with that employer, they were compensated with a generous defined benefit pension at retirement that would be paid for the remainder of the person’s life.  
	103. The original concept of a workplace pension was based on a model where an individual had a job for life. In return for staying with that employer, they were compensated with a generous defined benefit pension at retirement that would be paid for the remainder of the person’s life.  
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	104. Greater rights for workers, the expansion of the workforce, and the emergence of non-pecuniary benefits has meant this model no longer functions in the same way. 
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	Employees are moving jobs more often, sometimes working in multiple jobs at the same time, and the paternalistic relationship many employers have with their employees is changing.  
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	105. The current automatic enrolment system creates multiple pots for savers due to this job mobility, averaging at 10 pots across an individual’s working life14. Already, over 12 million deferred pots under £1,000 have been created15. Given all of this, we think there is a case for changing the relationship between the employer and employee, ensuring that employers are still required to contribute to a pension for their employee, but redesigning the system so that employees have more agency and control ove
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	106. A key element of the success of the AE framework is the use of defaults, which reduces the need for, and likelihood of, engagement. It harnesses the power of inertia.  Despite this, there are key points where individuals do need to engage. There are several initiatives seeking to drive engagement, but it remains low. The recent Financial Lives Survey showed16: 
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	• Only 25% of people contributing to a DC pension were highly engaged with their pension 
	• Only 25% of people contributing to a DC pension were highly engaged with their pension 

	• Nearly half (47%) of people contributing to a DC pension have not reviewed how much its worth in the last 12 months. 
	• Nearly half (47%) of people contributing to a DC pension have not reviewed how much its worth in the last 12 months. 

	107. Building up multiple pots makes it difficult for individuals to understand the totality of their pensions savings and increases barriers to engagement, such as multiple online logins and passwords, and benefit statements. It also increases the likelihood that savers will lose valuable savings by forgetting or losing track of previous pots they have accrued (the PPI estimate17 £26.6bn may be currently lost).  
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	108. It can also increase the risk of cashing out perceived small amounts of pension savings; over 80% of pension pots worth less than £10,000 were cashed out when accessed compared to around 10% of pots worth £50,000 or more18. 
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	109. Multiple pots also make eventual decumulation decisions more complex and difficult to action with the need to speak to multiple providers and interpret their different sets of scheme rules and administration processes19. This could cost savers money as their accumulation product may not offer a full range of products to access their funds, and they could be charged to transfer out. 
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	110. The existence of multiple pots also creates inefficiencies in the system, and we want to understand how we can support schemes to invest in productive finance assets that have the ability to deliver higher returns for savers. Multiple pots impact on a scheme’s ability to maximise the investment possibilities of an individual’s 
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	savings as individuals may be more likely to request to transfer their pots with the aim of consolidating at any point. Although switching rates are currently very low, where people do switch workplace pensions, this is predominantly (72%) to have their pensions all in one place20. We want to explore whether a lifetime provider model could support wider investment in high growth assets.   
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	111. Pensions dashboards will be a significant step forward in enabling individuals to tackle the challenge of multiple pots. Dashboards will help people track lost pots and see all their different pensions, including the state pension, in one place online.  
	111. Pensions dashboards will be a significant step forward in enabling individuals to tackle the challenge of multiple pots. Dashboards will help people track lost pots and see all their different pensions, including the state pension, in one place online.  

	112. The proposed default consolidator model for small pots will support consolidation of the stock of pots, initially below £1000 in value. As set out in part one of this document. this threshold will be regularly reviewed and potentially increased to cover pots of a larger value. This will get us closer to a solution by creating a subset of providers that will be capable of consolidating pots from other schemes, solving a significant proportion of the inefficiency of high relative pot maintenance costs. N
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	113. We therefore want to explore, in the medium- to long-term, a mechanism that stops the creation of multiple new pots in the first place and how that could operate in relation to the current stock of pots. In considering these proposals we have taken note of the international experience where, for example, the Australian system has introduced a concept of ‘stapling’ an individual to a lifetime provider.  The box below sets out the key features of the systems which have informed the development of both th
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	There are some international examples of a lifetime provider model.  
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	Australia21 
	• Introduced “stapling” in November 2021, where employers must now check whether an employee has an existing super fund before making contributions. 
	• Introduced “stapling” in November 2021, where employers must now check whether an employee has an existing super fund before making contributions. 
	• Introduced “stapling” in November 2021, where employers must now check whether an employee has an existing super fund before making contributions. 

	• New funds should only be created where a new employee does not provide a choice of fund, where the Australian Tax Office advises the employer no stapled fund exists, or where employee actively chooses the default fund of the employer. 
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	• They use a system called SuperStream to simplify employer duties and reduce errors. This ensures quick and efficient transfers and reduces the burden on small employers. 
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	Chile22 
	• Introduced in 1981, with multiple recent reforms to ensure the scheme provides enough to pensioners. 
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	• Designed to minimise the administrative burden on the employer which means employees must take action. 
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	• Uses a clearing house, jointly owned by all the pension providers and funded through member charges to ensure contributions are sent to the right place. 
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	• System reforms proposed in 2022-23, including employer contributions in response to high pensioner poverty rate. 
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	Mexico23 
	• Saving for retirement has been mandatory for Mexican employees since 1992, with the lifetime provider model in place since 1997. 
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	• Employees pay contributions to certified banks, which are then moved to individual accounts by Procesar 
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	• Procesar is a privately managed central processing company who are supervised by the Mexican Pension Fund Commission 
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	• Procesar is funded by the pension providers and the Mexican Ministry of Finance at an annual cost of around 0.06% of Assets Under Management 
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	New Zealand24 
	• A lifetime provider model has operated since 2007 when the work-based occupational plan came into effect. 
	• A lifetime provider model has operated since 2007 when the work-based occupational plan came into effect. 
	• A lifetime provider model has operated since 2007 when the work-based occupational plan came into effect. 

	• When starting work employees can select a scheme to save in or be defaulted into a scheme. 
	• When starting work employees can select a scheme to save in or be defaulted into a scheme. 

	• Employees pay contributions to the Inland Revenue, who pass these onto the correct scheme. 
	• Employees pay contributions to the Inland Revenue, who pass these onto the correct scheme. 

	• Every employee has a tax number for pension identification purposes to ensure the funds get to the right person. 
	• Every employee has a tax number for pension identification purposes to ensure the funds get to the right person. 
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	The potential benefits of a lifetime provider model 
	 
	114. The concept of a lifetime provider was considered by Small Pots Working Group which reported in December 202025.  While challenges were identified, including the need to prioritise the development of small pot solutions, something the Government is doing, we think there is a broader question about the future direction and the shape of the market over the medium- to the long-term that would best serve the pension saver. We think setting out a vision will also prompt a discussion and help businesses to p
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	115. A lifetime provider model would reduce the number of DC (and CDC) pots. This is likely to support member engagement with pensions, as fewer pots to manage means less administration for members, a lower chance of losing valuable savings pots, and making decision making easier upon access for members.  
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	116. DWP research found “participants recognised that having fewer pots was simpler and easier to manage”26.  In a separate study, 72% of participants cited having all their pensions in one place as the reason for consolidating and 42% mentioned having easier access27.  
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	117. For schemes, operating as a lifetime provider means that they would have more complete data on their members and the totality of their savings, allowing them to tailor communications better, increasing the possibility that members could engage with their pension savings in a meaningful way. 
	117. For schemes, operating as a lifetime provider means that they would have more complete data on their members and the totality of their savings, allowing them to tailor communications better, increasing the possibility that members could engage with their pension savings in a meaningful way. 

	118. It would also result in fewer access charges, provided lifetime providers offered a full range of decumulation products.  
	118. It would also result in fewer access charges, provided lifetime providers offered a full range of decumulation products.  

	119. Responses to our call for evidence ‘Addressing the challenge of deferred small pots’ suggested that the more a scheme needs to transfer or move money around, the less likely they are to be able to invest in illiquid assets28. However, some responses suggested that, given the percentage of pots vulnerable to transfer out is very low in any given month, the ability to allocate 10-20% of assets, at the aggregate level, should not be impeded. 
	119. Responses to our call for evidence ‘Addressing the challenge of deferred small pots’ suggested that the more a scheme needs to transfer or move money around, the less likely they are to be able to invest in illiquid assets28. However, some responses suggested that, given the percentage of pots vulnerable to transfer out is very low in any given month, the ability to allocate 10-20% of assets, at the aggregate level, should not be impeded. 

	120. There is further evidence that the current set up of the AE system creates inflows and outflows of members and capital that require admin management with impacts on rebalancing, revenue streams and liquidity needs. Therefore, the creation of one pot invested for life could offer the opportunity for more enduring savings horizons that could then support diversity of asset allocation including Private Equity and other productive finance assets. This could in turn potentially deliver higher returns for in
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	121. While a lifetime provider model may still mean members moving around in the market, it may offer a sufficiently stronger platform for long-term investment to make the transition to this system more effective. 
	121. While a lifetime provider model may still mean members moving around in the market, it may offer a sufficiently stronger platform for long-term investment to make the transition to this system more effective. 
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	 We think these could include:  

	- the VFM Framework- to ensure that individuals lifetime provider schemes are good quality schemes;  
	- the VFM Framework- to ensure that individuals lifetime provider schemes are good quality schemes;  
	- the VFM Framework- to ensure that individuals lifetime provider schemes are good quality schemes;  

	- the multiple default consolidator model for small pots – to support a more efficient market and deliver a solution for the existing stock of small pots; and 
	- the multiple default consolidator model for small pots – to support a more efficient market and deliver a solution for the existing stock of small pots; and 

	- ensuring that schemes are providing a range of decumulation options for savers.  
	- ensuring that schemes are providing a range of decumulation options for savers.  
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	Building blocks and the policy design 
	 
	122. We recognise that moving to a version of this system would be a significant change with many challenges to work through and certain reforms that are currently in-train would likely need to be in place before any change is implemented. 
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	122. We recognise that moving to a version of this system would be a significant change with many challenges to work through and certain reforms that are currently in-train would likely need to be in place before any change is implemented. 

	123. There is a policy design question as to the extent to which moving to a single lifetime provider model retains the strong defaults to harness inertia currently utilised through the AE framework or relies on engagement from individuals to either select or identify their lifetime provider.  We think the future is one where we can reduce as far as possible the need to make complex financial decisions on the part of the individual, while retaining choice for those who want to exercise it. Therefore, we sug
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	124. To deliver this without the need for individuals to engage, we think a form of central architecture to allow employers to quickly identify which scheme their employees are using as their lifetime provider would be required. This would mean employees did not need to inform their employer about their pension scheme details.  
	124. To deliver this without the need for individuals to engage, we think a form of central architecture to allow employers to quickly identify which scheme their employees are using as their lifetime provider would be required. This would mean employees did not need to inform their employer about their pension scheme details.  

	125. We would be interested in views on how this process might work and what central architecture, including central data standards, would be needed to support it. We anticipate this could be built on the model being developed for small pots consolidation, which will itself build on lessons from the implementation of pensions dashboards.  
	125. We would be interested in views on how this process might work and what central architecture, including central data standards, would be needed to support it. We anticipate this could be built on the model being developed for small pots consolidation, which will itself build on lessons from the implementation of pensions dashboards.  

	126. The central clearing house being developed to deliver the small pots consolidation solution would also support testing of the approach to pot consolidation on a smaller subset of pots. This will be helpful in developing both the architecture, and learning lessons for delivering multiple pot consolidation, alongside a lifetime provider model.  
	126. The central clearing house being developed to deliver the small pots consolidation solution would also support testing of the approach to pot consolidation on a smaller subset of pots. This will be helpful in developing both the architecture, and learning lessons for delivering multiple pot consolidation, alongside a lifetime provider model.  

	127. As a transitional arrangement, we could also look to implement a form of voluntary, member-led lifetime provider which could act as a steppingstone to a default model for both individuals, employers, payroll providers and schemes. This would give engaged members the opportunity to more easily manage their pension savings in a single pot for life. We would need to explore how this could be possible, for example by requiring employers to accept an employee’s request to pay contributions into a workplace 
	127. As a transitional arrangement, we could also look to implement a form of voluntary, member-led lifetime provider which could act as a steppingstone to a default model for both individuals, employers, payroll providers and schemes. This would give engaged members the opportunity to more easily manage their pension savings in a single pot for life. We would need to explore how this could be possible, for example by requiring employers to accept an employee’s request to pay contributions into a workplace 

	128. Any move to a lifetime provider model should utilise as far as possible the components of other policy developments, such as the dashboard data standards and the default consolidator and linked clearing house, to ensure efficiency and join up across the system. 
	128. Any move to a lifetime provider model should utilise as far as possible the components of other policy developments, such as the dashboard data standards and the default consolidator and linked clearing house, to ensure efficiency and join up across the system. 

	129. As part of putting in place multiple default consolidators there appear to be some elements, drawing from international examples, that will improve chances of 
	129. As part of putting in place multiple default consolidators there appear to be some elements, drawing from international examples, that will improve chances of 


	success: a central platform to support transfer/ consolidation and unified data standards. Pensions dashboards will help with the latter and some of the dashboards back-end system may help with the other components. This is the infrastructure that will then also support the architecture needed for a lifetime provider model.  
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	130. We propose that the main building blocks would be:  
	130. We propose that the main building blocks would be:  

	• Data standardisation driven by pensions dashboards;  
	• Data standardisation driven by pensions dashboards;  

	• the Value for Money (VFM) Framework29 to ensure that lifetime providers are good quality schemes. We anticipate VFM will prompt further market consolidation which will support implementation of a lifetime provider model;  
	• the Value for Money (VFM) Framework29 to ensure that lifetime providers are good quality schemes. We anticipate VFM will prompt further market consolidation which will support implementation of a lifetime provider model;  

	• the multiple default consolidator model for small pots – to support a more efficient transfer system, creation of a central clearing house and broader delivery of a solution for the existing stock of small pots, as discussed in part 1 of this document; and 
	• the multiple default consolidator model for small pots – to support a more efficient transfer system, creation of a central clearing house and broader delivery of a solution for the existing stock of small pots, as discussed in part 1 of this document; and 

	• ensuring that schemes are providing a range of decumulation options for savers to ensure there is not a need to switch schemes at the point of decumulation. We have published our response to the consultation and next steps today.30 
	• ensuring that schemes are providing a range of decumulation options for savers to ensure there is not a need to switch schemes at the point of decumulation. We have published our response to the consultation and next steps today.30 


	29 
	29 
	29 
	Value for Money: A framework on metrics, standards, and disclosures - GOV.UK (www.gov.uk)
	Value for Money: A framework on metrics, standards, and disclosures - GOV.UK (www.gov.uk)

	 

	30 
	30 
	Helping savers understand their pension choices: supporting individuals at the point of access - GOV.UK (www.gov.uk)
	Helping savers understand their pension choices: supporting individuals at the point of access - GOV.UK (www.gov.uk)

	 

	 
	31 
	31 
	Small pots working group report (publishing.service.gov.uk)
	Small pots working group report (publishing.service.gov.uk)

	 

	32 
	32 
	DC trust: scheme return data 2022 to 2023 | The Pensions Regulator
	DC trust: scheme return data 2022 to 2023 | The Pensions Regulator

	 


	But there are things we will need to consider 
	 
	131. The small pots working group report also identified some challenges with a lifetime provider model31. These were about the role of the employer, their connection to pension schemes and whether a lifetime provider model would reduce an employer’s active involvement in their employees’ pension savings.   
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	132. In considering a lifetime provider model would want to understand implications for employers, although we would expect that such a move would be in the context of a more concentrated market with a small number of schemes.  It is already the case that 95% of savers in trust-based market are within around 30 Master Trusts32 and it may well be the future sees an increase in this concentration of coverage.  We would therefore be interested to hear from employers as to the extent to which changing the schem
	132. In considering a lifetime provider model would want to understand implications for employers, although we would expect that such a move would be in the context of a more concentrated market with a small number of schemes.  It is already the case that 95% of savers in trust-based market are within around 30 Master Trusts32 and it may well be the future sees an increase in this concentration of coverage.  We would therefore be interested to hear from employers as to the extent to which changing the schem

	133. We anticipate the need for exemptions to the lifetime provider model in circumstances where an employer provides a better offering than the lifetime provider. This would include defined benefit schemes and may include some defined contribution or collective defined contribution single-employer trusts, Master Trusts or 
	133. We anticipate the need for exemptions to the lifetime provider model in circumstances where an employer provides a better offering than the lifetime provider. This would include defined benefit schemes and may include some defined contribution or collective defined contribution single-employer trusts, Master Trusts or 


	Group Personal Pension Schemes that have more generous features in the default than the lifetime provider – for example, a protected pension age, significantly higher than minimum employer contribution levels or tax-free lump-sum. In those circumstances we would want to continue to encourage employers to be more generous to their employees, and so allow them to pay contributions into their own scheme.  
	Group Personal Pension Schemes that have more generous features in the default than the lifetime provider – for example, a protected pension age, significantly higher than minimum employer contribution levels or tax-free lump-sum. In those circumstances we would want to continue to encourage employers to be more generous to their employees, and so allow them to pay contributions into their own scheme.  
	Group Personal Pension Schemes that have more generous features in the default than the lifetime provider – for example, a protected pension age, significantly higher than minimum employer contribution levels or tax-free lump-sum. In those circumstances we would want to continue to encourage employers to be more generous to their employees, and so allow them to pay contributions into their own scheme.  

	134. We want to continue to cultivate the CDC market, and value employers such as Royal Mail and others who are working hard to bring forward a CDC offer to their employees. We remain committed to supporting those who will help demonstrate the value of CDC schemes to their members. 
	134. We want to continue to cultivate the CDC market, and value employers such as Royal Mail and others who are working hard to bring forward a CDC offer to their employees. We remain committed to supporting those who will help demonstrate the value of CDC schemes to their members. 

	135. In Australia, to be a qualifying stapled fund: 
	135. In Australia, to be a qualifying stapled fund: 
	135. In Australia, to be a qualifying stapled fund: 
	a. the fund must be a complying super fund or scheme for that financial year or a Retirement Saving Account (or RSA); 
	a. the fund must be a complying super fund or scheme for that financial year or a Retirement Saving Account (or RSA); 
	a. the fund must be a complying super fund or scheme for that financial year or a Retirement Saving Account (or RSA); 

	b. the employee must be a member of that fund or RSA; 
	b. the employee must be a member of that fund or RSA; 

	c. the fund must be able to accept contributions from that employee. 
	c. the fund must be able to accept contributions from that employee. 





	Any eligible fund, including defined benefit schemes, can be provided as a stapled super fund. However, some accounts may not be able to accept contributions from all employers33. 
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	136. We want to understand whether minimum criteria for areas such as scheme quality, administration fees and investment returns- perhaps linked to the VFM framework- could be helpful to ensure those employers who want to continue to provide generous pension provision are facilitated to do this. Additionally, we want to understand the interaction between lifetime provider funds and other funds that may be more generous, and how that process would work.  
	136. We want to understand whether minimum criteria for areas such as scheme quality, administration fees and investment returns- perhaps linked to the VFM framework- could be helpful to ensure those employers who want to continue to provide generous pension provision are facilitated to do this. Additionally, we want to understand the interaction between lifetime provider funds and other funds that may be more generous, and how that process would work.  
	136. We want to understand whether minimum criteria for areas such as scheme quality, administration fees and investment returns- perhaps linked to the VFM framework- could be helpful to ensure those employers who want to continue to provide generous pension provision are facilitated to do this. Additionally, we want to understand the interaction between lifetime provider funds and other funds that may be more generous, and how that process would work.  

	137. We also recognise there will be impacts on payroll providers to facilitate such flows of contributions into more than one pension scheme.  Any significant reform of the pensions landscape is not cost free and therefore we would need to understand what enablers would need to be in place beyond the data standardisation and central architecture to facilitate such developments. We suspect a system similar to BACS in banking would be needed. There would then be questions about who funds this. 
	137. We also recognise there will be impacts on payroll providers to facilitate such flows of contributions into more than one pension scheme.  Any significant reform of the pensions landscape is not cost free and therefore we would need to understand what enablers would need to be in place beyond the data standardisation and central architecture to facilitate such developments. We suspect a system similar to BACS in banking would be needed. There would then be questions about who funds this. 

	138. In a lifetime provider model, we would still need to consider the issue of the stock of pots (those outside the scope for automatic consolidation into a default consolidator) to ensure we truly achieve fewer pots for members and that they receive the benefit from reducing the barriers to engagement.  
	138. In a lifetime provider model, we would still need to consider the issue of the stock of pots (those outside the scope for automatic consolidation into a default consolidator) to ensure we truly achieve fewer pots for members and that they receive the benefit from reducing the barriers to engagement.  

	139. The default consolidator model implemented for small pots could be a potential way to address this to ensure that savers not only benefit from one pot in the future, but deferred pots being consolidated too.  Bringing the stock of pots together would increase the likelihood that such pots could be combined in the future. However, we would want to understand the risks and benefits of adopting such a whole system approach or whether there are benefits in starting the lifetime provider model from a 
	139. The default consolidator model implemented for small pots could be a potential way to address this to ensure that savers not only benefit from one pot in the future, but deferred pots being consolidated too.  Bringing the stock of pots together would increase the likelihood that such pots could be combined in the future. However, we would want to understand the risks and benefits of adopting such a whole system approach or whether there are benefits in starting the lifetime provider model from a 


	point in the future without past consolidation. This may particularly be the case for certain groups of savers.  
	point in the future without past consolidation. This may particularly be the case for certain groups of savers.  
	point in the future without past consolidation. This may particularly be the case for certain groups of savers.  

	140. We have discussed the areas we think are some of the main considerations above. There are other things that we will also want to consider that impact different parts of the system. 
	140. We have discussed the areas we think are some of the main considerations above. There are other things that we will also want to consider that impact different parts of the system. 

	141. For employers: 
	141. For employers: 

	• how to continue and prompt engagement with employees in relation to their pension savings; 
	• how to continue and prompt engagement with employees in relation to their pension savings; 

	• Whether employers would need to continue to offer a scheme, and how this interacts with how a scheme is first chosen for an employee; 
	• Whether employers would need to continue to offer a scheme, and how this interacts with how a scheme is first chosen for an employee; 

	• How this model would interact with other more generous schemes, whether they would be accepted by a lifetime provider, and what the process is for individuals and employers on this; and  
	• How this model would interact with other more generous schemes, whether they would be accepted by a lifetime provider, and what the process is for individuals and employers on this; and  

	• how they ensure that the lifetime provider meets the quality and suitability requirements under AE – with a proportionate and effective compliance regime, for example in relation to reporting late payments. 
	• how they ensure that the lifetime provider meets the quality and suitability requirements under AE – with a proportionate and effective compliance regime, for example in relation to reporting late payments. 

	142. For the industry as a whole:  
	142. For the industry as a whole:  


	what is the relative impact, including potential costs, on different business models within the industry, what does this mean in terms of viability for different providers, what is the wider impact on the industry as a whole, and what impact does this have on individual members;  
	how movement of members into schemes and across schemes would change and what that would mean for existing business models;  
	how this would work across both the contract and trust based sides of the market, and what the relevant considerations are for both; and 
	in what ways would the competitive balance between schemes, employers and employees change and how the competition between lifetime providers should operate. 
	143. For individuals:  
	143. For individuals:  
	143. For individuals:  

	• what level of flexibility individuals should have, including switching or opting out of the lifetime provider model should be permissible; 
	• what level of flexibility individuals should have, including switching or opting out of the lifetime provider model should be permissible; 

	• what terms would be agreed on and who agrees those terms, which is currently done by the employer with advice from consultants; how this impacts consolidation and how we ensure fairness if individuals are defaulted into a particular scheme; 
	• what terms would be agreed on and who agrees those terms, which is currently done by the employer with advice from consultants; how this impacts consolidation and how we ensure fairness if individuals are defaulted into a particular scheme; 

	• how will they obtain access to a range of fund type for individuals, such as ESG Funds or Sharia funds; and  
	• how will they obtain access to a range of fund type for individuals, such as ESG Funds or Sharia funds; and  

	• at decumulation what would help support competition so that scheme members get the best deal, which may not be with the provider they’ve saved in for life.   
	• at decumulation what would help support competition so that scheme members get the best deal, which may not be with the provider they’ve saved in for life.   


	Providing security in later life for members, boosting returns, and managing risk  
	144. Government wants to look at how we can provide better security for members in retirement, while boosting returns and reducing the level of individual risk savers take on directly in their pension arrangements. We want to explore options that reduce the need for individuals to engage and make complex financial decisions. Growing the CDC market could be one such solution to this.    
	144. Government wants to look at how we can provide better security for members in retirement, while boosting returns and reducing the level of individual risk savers take on directly in their pension arrangements. We want to explore options that reduce the need for individuals to engage and make complex financial decisions. Growing the CDC market could be one such solution to this.    
	144. Government wants to look at how we can provide better security for members in retirement, while boosting returns and reducing the level of individual risk savers take on directly in their pension arrangements. We want to explore options that reduce the need for individuals to engage and make complex financial decisions. Growing the CDC market could be one such solution to this.    

	145. However, we are also interested in whether there are any other ways to achieve our aim to reduce the need for complex financial decisions while providing stronger member outcomes. 
	145. However, we are also interested in whether there are any other ways to achieve our aim to reduce the need for complex financial decisions while providing stronger member outcomes. 

	146. Decisions at decumulation for DC savers are complex. There are several high risks involved, including defaulting to cashing out, overspending and running out of money, or underspending, potentially compromising standard of living in retirement. There is also the risk that individuals do not understand the choices they have and choose a combination of options that does not match up to their needs. 
	146. Decisions at decumulation for DC savers are complex. There are several high risks involved, including defaulting to cashing out, overspending and running out of money, or underspending, potentially compromising standard of living in retirement. There is also the risk that individuals do not understand the choices they have and choose a combination of options that does not match up to their needs. 

	147. Pension Freedoms significantly increased the options available to individuals for accessing their pensions, but has required them to think about what their needs might be in retirement and how long they might live, otherwise known as longevity risk. Understanding these risks is key, but even with a higher level of understanding and engagement, this is still difficult to manage.  
	147. Pension Freedoms significantly increased the options available to individuals for accessing their pensions, but has required them to think about what their needs might be in retirement and how long they might live, otherwise known as longevity risk. Understanding these risks is key, but even with a higher level of understanding and engagement, this is still difficult to manage.  

	148. Innovation in terms of providing decumulation products has been low since Pension Freedoms. Our proposals on decumulation choices34, which would put a duty on trustees to offer decumulation services suitable for their members’ needs, aim to support savers to optimise their pension assets in later life. 
	148. Innovation in terms of providing decumulation products has been low since Pension Freedoms. Our proposals on decumulation choices34, which would put a duty on trustees to offer decumulation services suitable for their members’ needs, aim to support savers to optimise their pension assets in later life. 

	149. Most individuals do not tend to engage with their pensions, and do not have the financial literacy or resources to inform these decisions and so the risk of detriment is high.35 Only 25% of those currently contributing to a DC pension had high levels of engagement with their DC pension.  
	149. Most individuals do not tend to engage with their pensions, and do not have the financial literacy or resources to inform these decisions and so the risk of detriment is high.35 Only 25% of those currently contributing to a DC pension had high levels of engagement with their DC pension.  

	150. Members also solely bear the investment risk of their fund, meaning that market changes outside of their control could impact on the overall size of their pension pot. This is particularly relevant when reaching the access period.   
	150. Members also solely bear the investment risk of their fund, meaning that market changes outside of their control could impact on the overall size of their pension pot. This is particularly relevant when reaching the access period.   
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	How CDCs could support members  
	151. Whole life CDC schemes spread risk between the whole membership of the scheme throughout both the accumulation and decumulation phase. This means that 
	151. Whole life CDC schemes spread risk between the whole membership of the scheme throughout both the accumulation and decumulation phase. This means that 
	151. Whole life CDC schemes spread risk between the whole membership of the scheme throughout both the accumulation and decumulation phase. This means that 


	individuals are less exposed to investment shocks and that there is less need for lifestyling as the approach to investment can take account of the maturity of the membership as a whole. By pooling in this way, CDC schemes are able to invest more in higher growth assets and for longer over the whole life of members which can generate better investment returns on average than traditional DC pension pots. This also supports the government’s productive finance agenda to use pensions investments to generate gro
	individuals are less exposed to investment shocks and that there is less need for lifestyling as the approach to investment can take account of the maturity of the membership as a whole. By pooling in this way, CDC schemes are able to invest more in higher growth assets and for longer over the whole life of members which can generate better investment returns on average than traditional DC pension pots. This also supports the government’s productive finance agenda to use pensions investments to generate gro
	individuals are less exposed to investment shocks and that there is less need for lifestyling as the approach to investment can take account of the maturity of the membership as a whole. By pooling in this way, CDC schemes are able to invest more in higher growth assets and for longer over the whole life of members which can generate better investment returns on average than traditional DC pension pots. This also supports the government’s productive finance agenda to use pensions investments to generate gro

	152. Not saving enough for retirement is a challenge; nearly 2 in 5 working age adults are not saving enough for retirement36. We are already developing the AE Framework further and are planning to consult on implementing the 2017 review measures to reduce the age of enrolment and remove the Lower Earnings Limit, ensuring that savers can benefit from every pound they earn. Some modelling suggests CDC arrangements can deliver greater outcomes for members, in contrast to DC schemes. This is in part driven thr
	152. Not saving enough for retirement is a challenge; nearly 2 in 5 working age adults are not saving enough for retirement36. We are already developing the AE Framework further and are planning to consult on implementing the 2017 review measures to reduce the age of enrolment and remove the Lower Earnings Limit, ensuring that savers can benefit from every pound they earn. Some modelling suggests CDC arrangements can deliver greater outcomes for members, in contrast to DC schemes. This is in part driven thr

	153. Research suggests that CDC schemes can provide an income-for-life pension which can be much higher than that from a DC scheme, potentially improving member outcomes37. 
	153. Research suggests that CDC schemes can provide an income-for-life pension which can be much higher than that from a DC scheme, potentially improving member outcomes37. 

	154. We have made significant progress on the legislation for both single employer and multi-employer CDC schemes to date, with the first single employer scheme authorised for operation likely to go live in early 2024 and regulations for unconnected multi-employer schemes are expected to follow later in 2024 allowing those schemes to seek authorisation at some point following that.  
	154. We have made significant progress on the legislation for both single employer and multi-employer CDC schemes to date, with the first single employer scheme authorised for operation likely to go live in early 2024 and regulations for unconnected multi-employer schemes are expected to follow later in 2024 allowing those schemes to seek authorisation at some point following that.  

	155.  Our consultation response on helping savers to understand their pension choices at point of access38 discusses the products on offer to members, suggesting that these products could be a CDC in decumulation. We would like to explore whether there is any merit in going further and to understand what benefits encouraging the use of CDCs for AE could bring to members in accumulation too.  
	155.  Our consultation response on helping savers to understand their pension choices at point of access38 discusses the products on offer to members, suggesting that these products could be a CDC in decumulation. We would like to explore whether there is any merit in going further and to understand what benefits encouraging the use of CDCs for AE could bring to members in accumulation too.  

	156. We recognise that changing the AE framework to require employers to enrol their employees into a scheme offering a CDC would be a significant regulatory and culture change. We will be monitoring the pioneering CDC schemes as they begin operating to strengthen our evidence base and inform how we use the benefits to improve outcomes for more members. 
	156. We recognise that changing the AE framework to require employers to enrol their employees into a scheme offering a CDC would be a significant regulatory and culture change. We will be monitoring the pioneering CDC schemes as they begin operating to strengthen our evidence base and inform how we use the benefits to improve outcomes for more members. 

	157. While CDC schemes would bring significant benefit to many individuals, we recognise that they might not be right for every saver. We would want to fully 
	157. While CDC schemes would bring significant benefit to many individuals, we recognise that they might not be right for every saver. We would want to fully 
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	37 For example, The RSA collected studies on CDCs including research from Aon Hewitt and PPI which showed over 20% higher incomes for members from CDC schemes than from a DC scheme. Evidence of various reports are available in here: 
	37 For example, The RSA collected studies on CDCs including research from Aon Hewitt and PPI which showed over 20% higher incomes for members from CDC schemes than from a DC scheme. Evidence of various reports are available in here: 
	Analysing the impact of Private Pension measures on member outcomes (publishing.service.gov.uk)
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	understand what this means in practice and how to mitigate this. For example, we would want Pension Freedoms to be protected.  
	understand what this means in practice and how to mitigate this. For example, we would want Pension Freedoms to be protected.  
	understand what this means in practice and how to mitigate this. For example, we would want Pension Freedoms to be protected.  

	158. We would also need to consider the implications of this approach on market demand and supply for Pension Freedoms products to ensure individuals can still practically exert the choice they have. We recognise that for the foreseeable future DC products and the annuities market will form the choices available to members, and our work on decumulation products signals our intent to encourage progress and innovation in those areas.  We want to understand what role trustees considering CDC’s can play as part
	158. We would also need to consider the implications of this approach on market demand and supply for Pension Freedoms products to ensure individuals can still practically exert the choice they have. We recognise that for the foreseeable future DC products and the annuities market will form the choices available to members, and our work on decumulation products signals our intent to encourage progress and innovation in those areas.  We want to understand what role trustees considering CDC’s can play as part

	159. There are a range of issues we would want to consider before considering whether or not to require schemes to offer CDCs and whether they could play a role in the AE framework.  
	159. There are a range of issues we would want to consider before considering whether or not to require schemes to offer CDCs and whether they could play a role in the AE framework.  

	160. Such considerations are:  
	160. Such considerations are:  

	• how would we ensure those who will benefit from CDCs are able to access them; 
	• how would we ensure those who will benefit from CDCs are able to access them; 

	• how we could improve employer understanding of CDC schemes; 
	• how we could improve employer understanding of CDC schemes; 

	• how would we resolve tensions between an AE system built on defaults and ensuring all savers retain choice and are able to achieve the best outcomes, via the best savings vehicles, for themselves; 
	• how would we resolve tensions between an AE system built on defaults and ensuring all savers retain choice and are able to achieve the best outcomes, via the best savings vehicles, for themselves; 

	• what would be the impact on the current decumulation product market of increasing the focus on CDC within the AE framework and what alternative income providing solutions could also be used; and 
	• what would be the impact on the current decumulation product market of increasing the focus on CDC within the AE framework and what alternative income providing solutions could also be used; and 

	• Whether there are any other products that could offer similar benefits to savers in terms of spreading and pooling investment and longevity risk. 
	• Whether there are any other products that could offer similar benefits to savers in terms of spreading and pooling investment and longevity risk. 

	161. We also wish to understand how such a transition to CDC schemes would work, including:  
	161. We also wish to understand how such a transition to CDC schemes would work, including:  

	• what measures, including raising awareness and understanding of CDC schemes, need to be taken to scale up CDC schemes and over what timeframe should this occur; 
	• what measures, including raising awareness and understanding of CDC schemes, need to be taken to scale up CDC schemes and over what timeframe should this occur; 

	• should the focus be on future pensions savings, or would we need to look at the stock of current DC pots too, to maximise member outcomes; and 
	• should the focus be on future pensions savings, or would we need to look at the stock of current DC pots too, to maximise member outcomes; and 

	• What steps we could take to assist larger master trusts transitioning into a CDC scheme.  
	• What steps we could take to assist larger master trusts transitioning into a CDC scheme.  


	 
	Combining the two approaches over the long-term to maximise impact  
	162. Although both lifetime provider and CDC schemes bring benefits individually there is the opportunity to implement them both which could create potential 
	162. Although both lifetime provider and CDC schemes bring benefits individually there is the opportunity to implement them both which could create potential 
	162. Although both lifetime provider and CDC schemes bring benefits individually there is the opportunity to implement them both which could create potential 


	synergies. As an overall approach, together they would lead to the outcome of an individual’s pension savings being in one place and providing a target income39 for life unless the individual chose to make an active alternative decision. We want to understand whether looking to this model as a long-term vision would deliver benefits for savers.  
	synergies. As an overall approach, together they would lead to the outcome of an individual’s pension savings being in one place and providing a target income39 for life unless the individual chose to make an active alternative decision. We want to understand whether looking to this model as a long-term vision would deliver benefits for savers.  
	synergies. As an overall approach, together they would lead to the outcome of an individual’s pension savings being in one place and providing a target income39 for life unless the individual chose to make an active alternative decision. We want to understand whether looking to this model as a long-term vision would deliver benefits for savers.  

	163. A Lifetime provider model could also support the development of CDCs, given the prospect of savings remaining invested in the same product for longer, reduced admin costs for schemes and individuals, and less friction for investment. This could support investment in productive finance in the decumulation phase too as funds can remain invested in growth assets across that time. This could allow higher levels of investment in productive finance for longer, benefitting individuals’ outcomes in retirement,
	163. A Lifetime provider model could also support the development of CDCs, given the prospect of savings remaining invested in the same product for longer, reduced admin costs for schemes and individuals, and less friction for investment. This could support investment in productive finance in the decumulation phase too as funds can remain invested in growth assets across that time. This could allow higher levels of investment in productive finance for longer, benefitting individuals’ outcomes in retirement,

	164. Taking these two approaches together could also address coverage challenges for individuals who might not ordinarily benefit from a CDC if it is not their only pension pot.  
	164. Taking these two approaches together could also address coverage challenges for individuals who might not ordinarily benefit from a CDC if it is not their only pension pot.  

	165. Finally, the proposed Small Pots solution of multiple default consolidators would create a small number of authorised providers that aggregate small pots, process AE contributions, and deliver decumulation choices. There is a potential that these could also offer CDCs. The default consolidator model could be explored as a potential steppingstone to implementing a CDCs and lifetime provider.  
	165. Finally, the proposed Small Pots solution of multiple default consolidators would create a small number of authorised providers that aggregate small pots, process AE contributions, and deliver decumulation choices. There is a potential that these could also offer CDCs. The default consolidator model could be explored as a potential steppingstone to implementing a CDCs and lifetime provider.  

	166. We would like to understand whether there is merit in considering a potential CDC lifetime provider model in the long-term and how this could work. Matters we are considering include:  
	166. We would like to understand whether there is merit in considering a potential CDC lifetime provider model in the long-term and how this could work. Matters we are considering include:  

	• whether we should look to implement either a move to consider offering CDC benefits for AE schemes or the lifetime provider model ahead of the other, and what the consequences and considerations of potential sequencing would be; 
	• whether we should look to implement either a move to consider offering CDC benefits for AE schemes or the lifetime provider model ahead of the other, and what the consequences and considerations of potential sequencing would be; 

	• how this would interact with the DC market, or whether similar advantages to the CDC approach could be achieved within a DC model; 
	• how this would interact with the DC market, or whether similar advantages to the CDC approach could be achieved within a DC model; 

	• how this would impact the structure of the market, particularly including the gilt market; and  
	• how this would impact the structure of the market, particularly including the gilt market; and  

	• how exemptions to any such new model could be structured to ensure we continue to encourage employers and their schemes to provide more generous benefits;  
	• how exemptions to any such new model could be structured to ensure we continue to encourage employers and their schemes to provide more generous benefits;  

	• how any changes at decumulation would interact with pension freedoms; and 
	• how any changes at decumulation would interact with pension freedoms; and 

	• whether alternative options to CDC could be more suited to supporting a lifetime provider model.  
	• whether alternative options to CDC could be more suited to supporting a lifetime provider model.  


	39 CDC schemes provide a target pension, if the scheme is under (or over) funded then the pensions it pays can be decreased (or increased accordingly). 
	39 CDC schemes provide a target pension, if the scheme is under (or over) funded then the pensions it pays can be decreased (or increased accordingly). 

	Questions 
	Questions 
	Questions 
	Questions 
	Questions 




	1. What are the key considerations to take into account before deciding the process to implement a lifetime provider model and what elements would need to be in place? 
	1. What are the key considerations to take into account before deciding the process to implement a lifetime provider model and what elements would need to be in place? 
	1. What are the key considerations to take into account before deciding the process to implement a lifetime provider model and what elements would need to be in place? 
	1. What are the key considerations to take into account before deciding the process to implement a lifetime provider model and what elements would need to be in place? 
	1. What are the key considerations to take into account before deciding the process to implement a lifetime provider model and what elements would need to be in place? 
	1. What are the key considerations to take into account before deciding the process to implement a lifetime provider model and what elements would need to be in place? 
	1. What are the key considerations to take into account before deciding the process to implement a lifetime provider model and what elements would need to be in place? 

	2. What are the alternative viable mass market vehicles, including CDC, that can provide security for members while spreading risk, and address the transition into a pension income?  
	2. What are the alternative viable mass market vehicles, including CDC, that can provide security for members while spreading risk, and address the transition into a pension income?  

	3. What are the other considerations and building blocks that need to be in place before moving to a single lifetime provider, including any transitional arrangements? 
	3. What are the other considerations and building blocks that need to be in place before moving to a single lifetime provider, including any transitional arrangements? 

	4. What are the advantages and disadvantages of moving to a member-led lifetime provider model prior to considering introducing a default lifetime provider model? 
	4. What are the advantages and disadvantages of moving to a member-led lifetime provider model prior to considering introducing a default lifetime provider model? 

	5. What is the right timing and sequencing of these potential changes? Which part would best be implemented first and why, or should any be implemented concurrently? 
	5. What is the right timing and sequencing of these potential changes? Which part would best be implemented first and why, or should any be implemented concurrently? 
	5. What is the right timing and sequencing of these potential changes? Which part would best be implemented first and why, or should any be implemented concurrently? 
	a) The role and function of the proposed clearing house; 
	a) The role and function of the proposed clearing house; 
	a) The role and function of the proposed clearing house; 

	b) The design of a low-cost and efficient transfer system; 
	b) The design of a low-cost and efficient transfer system; 

	c) The authorisation and monitoring of default consolidator schemes; 
	c) The authorisation and monitoring of default consolidator schemes; 

	d) The appropriate communication to members and member journeys; 
	d) The appropriate communication to members and member journeys; 

	e) The interactions and cross-over with the pensions dashboard programme; 
	e) The interactions and cross-over with the pensions dashboard programme; 

	f) The implementation approach for the default consolidator approach. 
	f) The implementation approach for the default consolidator approach. 
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	Annex B: Proposed Terms of Reference of the Default Consolidator Implementation Delivery Group 
	Context and challenge 
	In November 2023, the Government response to their consultation on ending the proliferation of deferred small pots, which they launch in July 2023.This consultation response set out the direction and framework for the multiple consolidator approach to end the proliferation of deferred small pots. This approach enables a small number of authorised schemes to act as an aggregator for a members deferred small pots. 
	The Department has formed the cross-sector Default Consolidator Implementation Delivery Group to examine specific elements of the framework, to develop a viable, efficient, and cost-effective automated consolidation process for ceding and receiving schemes. This process will need to minimise burdens on pensions schemes whilst balancing the need for simplicity, member security and speed.  
	Objectives of the Delivery Group 
	The Delivery Group’s overall objective is to provide recommendations to Ministers on how best to implement the proposed multiple default consolidator approach set out in the government’s consultation response in November 2023. Areas the group will explore include, but are not limited to, the following areas (further detailed questions are included at Annex C): 
	Alongside this, the group will gather evidence, engaging with member representatives, employers, and other interested parties, with the aim of building consensus to prioritise next steps for industry to implement the default consolidator approach. 
	The Group will not be responsible for creating policy or making recommendations on the wider policy approach – it will be focussed on considering how to successfully implement the solution as set out in the November 2023 government response. 
	Structure of the Delivery Group 
	The Delivery Group will comprise of a Core/Steering Group and two expert panels (a pension provider expert panel and a technical / administration expert panel). The Department will act as chair to the Core/Steering Group. The pension provider expert panel will be chaired by [TBC] and the technical / administration expert panel will be chaired by [TBC], both expert panels will report into the Steering Group. The Department will jointly act as the secretariat for the Core/Steering Group and the two expert pan
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	The Delivery Group may also commission formal assistance from professional services firms, where necessary. 
	The duration of the Delivery Group is currently expected to be 12 months. 
	Membership of the Core/Steering Group 
	Membership of the Delivery Group will be at the invitation of the Department, the Group will be formed of a wide range of stakeholder covering multiple sectors, interested parties and representative bodies. The Group membership will include representatives from: 
	• Pension Trade Bodies 
	• Pension Trade Bodies 
	• Pension Trade Bodies 

	• Pensions Regulators 
	• Pensions Regulators 

	• Payroll / Pensions Administration 
	• Payroll / Pensions Administration 

	• Pension Legal Advisers 
	• Pension Legal Advisers 

	• Consumer Representative 
	• Consumer Representative 

	• Employer Representatives 
	• Employer Representatives 


	• Chair of the Small Pots co-ordination group 
	• Chair of the Small Pots co-ordination group 
	• Chair of the Small Pots co-ordination group 

	• Pensions Research Organisation 
	• Pensions Research Organisation 


	Interested stakeholders, who would like to be updated on the work of the Delivery Group or would like to sit on either of the expert panels should contact: 
	Interested stakeholders, who would like to be updated on the work of the Delivery Group or would like to sit on either of the expert panels should contact: 
	smallpots.policyteam@dwp.gov.uk
	smallpots.policyteam@dwp.gov.uk

	  

	Governance 
	The Delivery Group will issue recommendations; it is not a decision-making body. Any recommendation or conclusions shall be agreed by consensus by the members of the delivery group. If agreement by consensus cannot be reached, the Delivery Group chairs will summarise the discussion, but dissenting views will be recorded in the minutes. 
	Confidentiality, competition law and conflicts 
	Each member will be responsible for complying with relevant confidentiality obligations, competition laws and any other relevant law. Each member will be subject to a duty of confidentiality. Any non-public information disclosed, or opinions expressed during meetings will be treated as confidential unless and until the Delivery Group has authorised their public release. In the interest of encouraging full engagement, members agree and accept that any discussion at Delivery Group meetings will not be attribu
	Outcomes and timing 
	We would aim to provide an interim update to Ministers by Spring 2024, with proposals in late 2024 – for Ministers consideration and decisions.  
	Resources 
	The Department will provide secretariat support for the group. 
	 
	  
	Annex C: Priority areas for the Delivery Group to consider. 
	a) Clearing House:  
	a) Clearing House:  
	a) Clearing House:  
	a) Clearing House:  
	i. What roles/functions does the clearing house undertake? 
	i. What roles/functions does the clearing house undertake? 
	i. What roles/functions does the clearing house undertake? 

	ii. How will the clearing house allocate members to a consolidator, in cases where a member does not make a choice? 
	ii. How will the clearing house allocate members to a consolidator, in cases where a member does not make a choice? 

	iii. Would the clearing house store member data or simply have access to it, and what would be the matching criteria? 
	iii. Would the clearing house store member data or simply have access to it, and what would be the matching criteria? 

	iv. How would this be best funded? (i.e., industry levy or state subsidy)  
	iv. How would this be best funded? (i.e., industry levy or state subsidy)  




	b) Transfer System: 
	b) Transfer System: 
	b) Transfer System: 
	i. How much of the process would we expect to be carried out by ceding and receiving schemes in the consolidation process?  
	i. How much of the process would we expect to be carried out by ceding and receiving schemes in the consolidation process?  
	i. How much of the process would we expect to be carried out by ceding and receiving schemes in the consolidation process?  

	ii. How will members be protected from absorbing the costs for the increase in transfers?  
	ii. How will members be protected from absorbing the costs for the increase in transfers?  

	iii. What is the appropriate liability model, in cases where errors occur?  
	iii. What is the appropriate liability model, in cases where errors occur?  




	c) Authorisation:  
	c) Authorisation:  
	c) Authorisation:  
	i. What would be the appropriate authorisation criteria (including both trust and contract-based schemes) to act as a default consolidator? 
	i. What would be the appropriate authorisation criteria (including both trust and contract-based schemes) to act as a default consolidator? 
	i. What would be the appropriate authorisation criteria (including both trust and contract-based schemes) to act as a default consolidator? 

	ii. How would authorisation be monitored, to ensure schemes continue to be high performing, delivering VFM for their members? 
	ii. How would authorisation be monitored, to ensure schemes continue to be high performing, delivering VFM for their members? 

	iii. What would happen if a consolidator was no longer providing a high-quality service to their members?  
	iii. What would happen if a consolidator was no longer providing a high-quality service to their members?  




	d) Communication to members: 
	d) Communication to members: 
	d) Communication to members: 
	i. What are the key points for member communication, and what information needs to be provided to members? 
	i. What are the key points for member communication, and what information needs to be provided to members? 
	i. What are the key points for member communication, and what information needs to be provided to members? 

	ii. Who should carry out this communication? Ceding scheme/Receiving scheme/Clearing House? 
	ii. Who should carry out this communication? Ceding scheme/Receiving scheme/Clearing House? 




	e) Pensions dashboards:  
	e) Pensions dashboards:  
	e) Pensions dashboards:  
	i. What are the interactions with the pensions dashboards, and what could be replicated from the dashboard’s framework to streamline our work?  
	i. What are the interactions with the pensions dashboards, and what could be replicated from the dashboard’s framework to streamline our work?  
	i. What are the interactions with the pensions dashboards, and what could be replicated from the dashboard’s framework to streamline our work?  




	f) Implementation of the default consolidator approach: 
	f) Implementation of the default consolidator approach: 

	i. How should the multiple defaulted consolidator approach be implemented? 
	i. How should the multiple defaulted consolidator approach be implemented? 

	ii. What is the most appropriate approach of phasing in, to ensure schemes can deliver the solution effectively, and members pots are consolidated. 
	ii. What is the most appropriate approach of phasing in, to ensure schemes can deliver the solution effectively, and members pots are consolidated. 





