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PENSION TRANSFERS AND CONVERSIONS INSTRUMENT 2015

Powers exercised by the Financial Ombudsman Servitgemited

A.

The Financial Ombudsman Service amends the Vatyjurisdiction provisions in
Annex D of this instrument in the exercise of thkdwing powers and related
provisions in the Financial Services and Markets 2000 (“the Act”):

(2) section 227 (Voluntary jurisdiction);
(2) paragraph 8 (Information, advice and guidat&chedule 17; and
3) paragraph 18 (Terms of reference to the seh@ihSchedule 17.

The making and amendment of the rules and stdridems in Annex D by the
Financial Ombudsman Service Limited is subjechwdpproval of the Financial
Conduct Authority.

Powers exercised by the Financial Conduct Authority

C.

The Financial Conduct Authority makes thishastent in the exercise of the
following powers and related provisions in or unther Act:

(2) section 137A (The FCA'’s general rules);

(2) section 137T (General supplementary powers);
3) section 139A (The FCA'’s power to give guidance)
4) section 137R (Financial promotion rules); and

5) section 226 (Compulsory Jurisdiction).

The rule-making powers referred to above areifipd for the purpose of section
138G(2) (Rule-making instruments) of the Act.

The Financial Conduct Authority consents to apgdroves the Voluntary jurisdiction
rules made and amended by the Financial Ombudserarcs Limited.

Commencement

F.

This instrument comes into force on 8 June 2015.

Amendments to the FCA Handbook

G.

The modules of the FCA’s Handbook of rules anidance listed in column (1)
below are amended in accordance with the Annex#sg instrument listed in
column (2).

(1) (2)

Glossary of definitions Annex A
Conduct of Business sourcebook (COBS) Annex B
Supervision manual (SUP) Annex C

Dispute Resolution: Complaints sourcebook (DISP) ne&nD
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Amendments to material outside the Handbook

H. The Perimeter Guidance manual (PERG) is amemdadcordance with Annex E to
this instrument.

Notes

l. In Annex A to this instrument, the “notes” (ilcdited by Note:") are included for the
convenience of readers but do not form part ofefeslative text.

Citation
J. This instrument may be cited as the Pensionste@esiand Conversions Instrument
2015.

By order of the Board of the Financial Ombudsmarvige Ltd
3 June 2015

By order of the Board of the Financial Conduct Aarity
4 June 2015
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Annex A

Amendments to the Glossary of definitions

In this Annex, underlining indicates new text atrikeng through indicates deleted text,

unless otherwise stated.

Insert the following new definitions in the apprigpe alphabetical position. The text is not

underlined.

advising on conversion or
transfer of pension benefits

flexible benefits

guaranteed annuity rate

theregulated activityspecified in article 53E of the
Regulated Activities Ordewhich is described IRERG
2.7.16FG.

has the meaning given in section 74 of the PerSatremes
Act 2015 which in relation to member of a pension scheme
or asurvivorof amember of a pension scherge

(@ amoney purchase benefit (defined in sect&indf the
Pension Schemes Act 1993 and section 176 of the
Pension Schemes (Northern Ireland) Act 1993); or

(b) a cash balance benefit (defined in Section 75&f th
Pension Schemes Act 2015); or

(c) a benefit, other than a money purchase beoiefiaish
balance benefit, calculated by reference to an amou
available for the provision of benefits to or ispect of
the member (whether the amount so available is
calculated by reference to payments made by the
member or any other person in respect of the member
or any other factor).

an arrangement in a pension scheme to provide itenef
whereby, in defined circumstances and irrespecivbe
prevailing market rate for annuities when thosedfiesicome
into payment, a member is entitled to:

(@) an annuity at a minimum specified rate; or

(b) benefits equivalent to that annuity at thatimum
specified rate.

member of a pension scheméias the same meaning as it has in article 53E(&)eof

Regulated Activities Ordewhich is, a member of a pension
scheme within the meaning of section 1(5) of thadton
Schemes Act 1993 (and section 1(5) of the PensiberSes
(Northern Ireland) Act 1993).
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pension conversion a transaction resulting from a decision o&til clientto
require the trustees or managers of a pension stoem

(@)

(b)

conversafeguarded benefitato different benefits that
areflexible benefitainder that pension scheme; or

pay aruncrystallised funds pension lump sim
respect of any of theafeguarded benefits

[Note: see article 53E(1)(c)(i) and (iii) of tHAQ

safeguarded benefits has the meaning given in section 48(8) of the Pensi
Schemes Act 2015 which is benefits other than money
purchase benefits and cash balance benefits.

subsisting rights has the meaning given in section 76 of the PerfSatremes
Act 2015 which is:

(@)

(b)

for amember of a pension scheme

() any right which has accrued to or in respddhe
member to future benefits under the scheme; or

(i)  any entitlement to benefits under the scheme;

for asurvivorof amember of a pension scheraay
right to future benefits, or entitlement to bergfivhich
thesurvivorhas under the scheme in respect of the
member.

survivor has the meaning given in section 76 of the PerfSahremes
Act 2015 which, for anember of a pension schemeeans a
personwho has survived the member and has a right todut
benefits, or is entitled to benefits, under theesah in respect
of the member.

uncrystallised funds pension has the meaning given by paragraph 4A of Schedute the
lump sum Finance Act 2004 which, subject to the exceptionhe
Finance Act 2004, includes a lump sum that:

(@)

(b)

(©)

(d)

is paid on or after 6 April 2015 in respectahoney
purchase arrangement;

is paid when all or part of the member’s life#
allowance is available;

is paid when the member has reached normahmoimi
pension age (or the ill-health condition is met);

is not a lump sum that, for the purposes of Barf
ITEPA 2003 (pension income), is treated by
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regulations under section 164(1)(f) and (2) of the
Finance Act 2004 as a trivial commutation lump sum
paid to the member; and

(e) immediately before the member becomes entitiet
the sums or assets that are to be used to prdvide i

(i) represent rights of the member under the sehem
that are uncrystallised rights as defined by
section 212(1) and (2) of the Finance Act 2004;
and

(i) do not to any extent represent rights attratle
to a disqualifying pension credit.

Amend the following definitions as shown.

advising on pension transfersany of the followingegulated activities

and pension opt-outs

designated investment
business

pension transfer

(@) advising on investmenis respect opension
transfersandpension opt-out&article 53);

(b)  advising on conversion or transfer of pension biénef

article 53E)

any of the following activities,...,which is carrieth by way
of business:

(m)  advising on investmen(article 53), but only in
relation todesignated investmen(sther tharP2P
agreements for the purposes of theermission
regime, this-is-suldivided-ntoincludes

0 s . : |
advising on investmeniis respect opensions
transfersandpension opt-outs

(ma) advising on conversion or transfer of pension bignef

(article 53E);

a transaction, resulting from the decision oéil client
who is an individual:

(@) to transfer deferred benefits (regardless of wthen
retail clientintends to crystallise such benefitiym:
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personal recommendation

regulated activity
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&)
(i)
)
(i)
&)
i
)
(iv)
O]
()]
§ adeferred annuitgolicy, where the eventual
(vi) benefits depend on investment performance in

the period up to the date when those benefits will
come into payment; or

(vi) adefined contribution occupational pension
schemeor

(b) to require the trustees or manager of a pensioanse
to make a transfer payment in respect of any
safequarded benefitgith a view to obtaining a right or
entitlement tdlexible benefitainder another pension
scheme

an individual appointed byfam to check the suitability of a
pension transfer, pension conversiarpension opt-ouvho
has passed the required examinations as spegcified.i

(except INCONRED a recommendation thataslvice on
investmentsadvice on conversion or transfer of pension
benefits or advice on a home finance transactiamd is
presented as suitable for the person to whonmitade, or is
based on a consideration of the circumstancesabprson.
A recommendation is not a personal recommendatiion i
issued exclusively through distribution channelsoathe
public.

(in accordance with section 22 of thet (Requlated
activities) the activities specified in Part |l thie Requlated
Activities OrderSpecified Activities) which are, in
summary:
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(p) advising on investmen(article 53); for the
purposes of thpermissiorregime, this-is-sub
divided-ntoincludes

(i) s . : I
advising on investmeniis respect opensions
transfersandpension opt-outs

(pf) advising on conversion or transfer of pension bgmef

article 53E);

retail investment activity (@)
(b)  arranging (bringing about) deals in investmerds

(c) making arrangements with a view to transactions in
investmentsor

(d) advising on conversion or transfer of pension
benefits
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Annex B

Amendments to the Conduct of Business sourcebook QBS)

In this Annex, underlining indicates new text atrikeng through indicates deleted text.

3.8

3.8.2

411

411.1

8.1

8.1.2

Policies, procedures and records

Records
R
3) The relevant periods are:

(@) indefinitely, in relation to pension transfempension
conversioppension opt-oubr FSAVG

Record keeping: financial promotion
R

3) Afirm must retain the record in relation tdimancial promotion
relating to:

(@) apension transfempension conversiqmpension opt-oubr
FSAVC indefinitely;

Client agreements: designated investment busise

Providing a client agreement

R If afirm carries ordesignated investment businesther tharadvising on
investmentsor advising on conversion or transfer of pension biésefith

or for a newretail client, thefirm must enter into a written basic agreement,

on paper or otheturable mediumwith theclient setting out the essential
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rights and obligations of thfem and theclient

Record keeping: client agreements

8.14 R
(2) The record must be maintained for at leastindver is the longer
of:
(c) in the case of a record relating tpesmsion transferpension
conversionpension opt-oubr FSAVG indefinitely.
9.4 Suitability reports

Providing a suitability report

94.1 R Afirm must provide auitability reportto aretail clientif the firm makes a
personal recommendatidn theclientand theclient

(4) enters into aension transfempension conversioar pension opt-out

9.5 Record keeping and retention periods for suitabty records

9.5.2 R Afirm must retain its records relating to suitability ®ominimum of the
following periods:

(2) if relating to gpension transfempension conversigmension opt-out
or FSAVC indefinitely;

Page 9 of 26



19.1

19.1.1

19.1.2

FCA 2015/28
FOS 2015/4

Pension transfers, conversionand opt-outs

Application
R (1)

)

This section applies tofem that gives advice or gersonal
recommendatiomabout gension transfera pension conversioar a
pension opt-out

This section does not apply tdian that gives advice orersonal
recommendatioin relation to:

(@) apension transfempension conversioor pension opt-ouin
relation to which the onlgafeqguarded benef aguaranteed

annulity rate

(b) apension transfein which theretail clientproposes to transfer
out of adefined contribution occupational pension scheme
where that client has safequarded benefitsxder that scheme.

Preparing and providing a transfer analysis

R

R

If an individual who is notpension transfer specialigives advice oa
personal recommendatiabout gpension transferapension conversioar
pension opt-oubn afirm's behalf, thefirm must ensure that the
recommendation or adviée checked by pension transfer specialist

Afirm must;

(1)

3)

compare the benefits likely (on reasonabseiaptions) to be paid
under adefined benefits pension scheon@ther pension schemsth
safequarded benefitgith the benefits afforded bypersonal pension
schemeer stakeholder pension schemieother pension schemeath
flexible benefitsbefore it advises itail clientto transfer out of a
defined benefits pension scheomether pension schenngth
safeguarded benefijts

give theclienta copy of the comparison, drawing tient'sattention
to the factors that do and do not supportfitm's advice, in good
time, and in any case no later than whenkiég features documeist
provided; and

A firm need not carry out the comparison describgd@BS19.1.2R if:

)

theretail clientwishes to crystallise benefits immediately after th
pension transfeor pension conversigrand
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(2) theretail clientis at normal retirement age under the rules of the
ceding scheme.

In particular, the comparison should:

(3) explain the assumptions on which it is bamed the rates of return
that would have to be achieved to replicate theetisrbeing given
up;-and

(4) beillustrated on rates of return which take account the likely
expected returns of the assets in whichrétail client’sfunds will be
invested; and

(5) where an immediate crystallisation of benefitsaaght by theetail
client prior to the ceding scheme’s normal retirement agmpare
the benefits available from crystallisation at natmetirement age
under that scheme

When &irm compares the benefits likely to be paid undeefned benefits
pension schemar other pension scheméth safequarded benefitsith the
benefits afforded by personal pension schepe stakeholder pension
schemeor other pension schemgth flexible benefit COBS19.1.2R(1)), it
must:

Suitability

19.1.6 G

19.1.7 G

19.1.7A G

When advisingratail clientwho is, or is eligible to be, a member of a
defined benefits occupational pension schema&her scheme with
safequarded benefitshether to transfer, convest opt-out, dirm should
start by assuming that a transfer, conversioapt-out will not be suitable. A
firm should only then consider a transfer, conversioopt-out to be suitable
if it can clearly demonstrate, on contemporary en®, that the transfer,
conversioror opt-out is in thelient'sbest interests.

When &rm advises aetail clienton apension transfempension conversion
or pension opt-oytit should consider theient'sattitude to risk including,
where relevantn relation to the rate of investment growth tivauld have to
be achieved to replicate the benefits being giyen u

When giving personal recommendatia@about gpoension transfeor pension
conversionafirm should clearly inform theetail clientabout the loss of the
fixed-benefitssafequarded benefiemd the consequent transfer of risk from
thedefined benefits pension scheonether scheme witbafeguarded
benefitsto theretail client, including:
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(1) the extent to which benefits may fall shdrteplicating those in the
defined benefits pension scheonether scheme witbafeguarded
benefits

19.1.7B G In considering whether to makgeasonal recommendatipafirm should
not regard a rate of return which may replicateltteefits being given up
from thedefined benefits pension scheonether scheme witbafeguarded
benefitsas sufficient in itself.

19.1.9 G If d&irm proposes to adviseratail clientnot to proceed with pension
transfer,_pension conversioar pension opt-oytit should give that advice in
writing.

19.1.10 G Where dirm has advised eetail clientin relation to gpension transfer
pension conversioar pension opt-oytand thdirm is asked to confirm this
for the purposes of section 48 of the Pension Sekehat 2015, then thigm
should provide such confirmation as soon as reddppaacticable.

Schedule 1  Record keeping requirements

Sch 1.3G

Handbook Subject of record Contents of record When recordtmu Retention period
reference be made

COBS Client agreements | Documents setting out From date of From whichever is

8.1.4R rights and obligations of the agreement the longer of 5

firm and theclient years or the

duration of the
relationship with
theclient Record
relating to gpension
transfer, pension
conversioppension
opt-outor FSAVC
must be retained
indefinitely
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Annex C
Amendments to the Supervision manual (SUP)

In this Annex, underlining indicates new text atrikeng through indicates deleted text.

10A FCA Approved persons

10A.10 Customer-dealing functions

Customer function (CF 30)

10A.10.7 R Thecustomer functiois the function of:

(3)  giving advice or performing related activitiasconnection with
pension transfergpension conversionsr-eptedtspension opt-outs
for retail clients
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Annex D

Amendments to the Dispute Resolution: Complaints smcebook (DISP)

In this Annex, underlining indicates new text atrikeng through indicates deleted text.

Jurisdiction of the Financial Ombudsman Service

To which activities does the Compulsory Jurisdictia apply?

Activities by firms

R TheOmbudsmaran consider aomplaintunder theCompulsory Jurisdiction

if it relates to an act or omission byilan in carrying on one or more of the
following activities:

(1B) . - . . ion
tlleleguFIEttedF aetlul_tyspleellleﬁel_ ';” af' tllele 5|3E (Elld”s.”.'g. R eelnruels
[deleted]

2 Annex 1G Regulated Activities for the Voluntary Jurisdiction at 24 April 2015

The activities which were covered by the Compulshrgisdiction (at 24 April
2015) were:

(1) forfirms:
(h) I _I | activi i _I' 'I_;I'
AetMHes—eFelef ivities O |de|ete] -

The activities which (at 24 April 2015) weregulated activitiesvere, in
accordance with section 22 of thet (The classes of activity and categories of
investment), any of the following activities spé&sif in Part Il of theRegulated
Activities Order

(29B) advising on conversion or transfer of pension bignédrticle 53E);
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Annex E

Amendments to the Perimeter Guidance manual (PERG)

In this Annex, underlining indicates new text atrikeng through indicates deleted text,
unless otherwise stated.

2.6 Specified investments: a broad outline

Rights under a pension scheme
2.6.19 G —Pworlhreetypes ofinvestmentire specified here:
(1) rights under atakeholder pension schenaaed
(2) rights under personal pension schepend

(3) rights or interests under a pension scheme whighigessafeguarded
benefits

2.6.19B G Under section 48(8) of the Pension Schemes Ach 8@fequarded benefits
means benefits other than:

>

(1) money purchase benefits (defined in section 18hePension
Schemes Act 1993 and section 176 of the Pensioanseh (Northern
Ireland) Act 1993): and

(2) cash balance benefits (defined in section 75@finsion Schemes

Act 2015).

26.19C G _(1) Rights undestakeholder pension schenaxlpersonal pension
schemesrespecified investmenter the purposes of the entire
Regulated Activities Order

(2) Rights or interests under a pension scheme whimViges
safequarded benefits defined by section 48(8) of the Pension
Schemes Act 2015 are ordpecified investmenter the purposes of
article 53E (Advising on conversion or transfeipehsion benefits)
and not in relation to any othexqulated activity

(3) There are no exclusions in the Order.
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Activities: a broad outline

G Theegulated activityof advising on investmentsder article 53 of the
Regulated Activities Ordeapplies to advice ogecuritiesor relevant
investmentslt does not, for example, include giving advib®at deposits or
about things that are nspecified investmenter the purposes of the

Regulated Activities Orddsuch-as-interests-underthe-trusts-of an
occupational pension scheme..

[text to follow]

2.8

Advising on conversion or transfer of pension bgse

G Under article 53E of thRequlated Activities Ordegiving advice to a person
(“P™) who hassubsisting rightsn respect of angafequarded benefita their

capacity as:

(1) amember of a pension scheme

(2) asurvivorof amember of a pension scheme

is arequlated activityif the advice is on the merits of P requiring thestee

or manager of the pension scheme to carry out Athedransactions listed in

PERG2.7.16G.

G The transactions IRERG2.7.16FG are:

Q) converting any of theafequarded benefitato different benefits that
areflexible benefitainder the scheme; or

(2) making a transfer payment in respect of any oftfeguarded
benefitswith a view to acquiring a right or entitlementfiexible
benefitsfor P under another pension scheme; or

(3) paying a lump sum that would be amncrystallised funds pension lump

sumin respect of any of theafequarded benefits

G Advising on conversion or transfer of pension bigmean only be carried on
in respect of one type of specified investments PEERG2.6.19CG(2)).

Exclusions applicable to particular regulated etivities
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2.8.12 G In certain circumstances, advice thatsake form of a regularly updated
news or information service and advice which isgiin one of a range of
different media (for example, newspaper or telewisis excluded from the
regulated activitie®f: ...

(4) advising on a home purchase plame
(5) advising on a regulated sale and rent back agreenasm

(6) [text to follow]

(7)  advising on conversion or transfer of pension bénef

2 Annex 2G Regulated activities and the permissioregime

2 Table

Table 1: Regulated Activities(excluding PRA-only activities)[See note 1 to Table 1]

Regulated activity Specified investment in relation to which ...

Q) ...

(ja) advising on conversion or transfer of
pension benefitGrticle 53E) is contained in
the permission afdvising on pension
transfers and pension opt-odtee note 4 to

Table 1]

3 Table

Notes to Table 1

Note 4:
For the purposes of thpermissiorregime, the activity in (j)(ii) oddvising on pension
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transfers and pension opt-outgludes the following twoegulated activities

(1) advising on investmenighere itis carried on in respect of the following spedifie
investments:

unit (article 81);
stakeholder pension scherfaaticle 82(1));

personal pension schen(@rticle 82(2));
life policy (explained in note 5); and

rights to or interests in investmentsso far as they relate tauait, a stakeholder pension
schemeapersonal pension schere alife policy;

(2) advising on conversion or transfer of pension bigmefhere it is carried on in respect of
rights or interests under a pension scheme whighigeessafequarded benefits

7.3 Does the activity require authorisation?

7.3.1E G Under article 53E of thRequlated Activities OrddAdvising on conversion
or transfer of pension benefits), advisingesson(“P") is a specified kind of
activity if the advice:

(1) isgivento P in their capacity as:

(@) amember of a pension scheme

(b)  asurvivorof amember of a pension scheme

where P hasubsisting rightsn respect of angafeguarded benefits
and

(2) s on the merits of P requiring the trustee or aggm of the pension
scheme to:

(@) convert any of theafequarded benefitato different benefits
that areflexible benefitainder the scheme; or

(b)  make a transfer payment in respect of any ot#tiequarded
benefitswith a view to acquiring a right or entitlement to
flexible benefitgor P under another pension scheme; or

(©) pay a lump sum that would be ancrystallised funds pension
lump sumin respect of any of theafeguarded benefits
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7.3.2 G  Articles 53, 53A, 53B, 53@rd53D and 53f theRegulated Activities
Order contain a number of elements, all of which muspitesent before a
personwill requireauthorisation Forguidanceon whether gersonis
carrying on theseegulated activitiesseePERGS8 (Financial promotion and
related activities)PERG4 (Guidance on regulated activities connected with
mortgages)PERG12.6 (Advising on conversion or transfer of pensio
benefits), PERG14.3,PERG14.4 andPERG14.4A (Guidance on home
reversion, home purchase and regulated sale ahtlaek agreement
activities).

7.4 Does the article 54 exclusion apply?

7.4.2 G But the exclusion applies only if the pijrat purpose of the publication or
service is not:

(1) to advise osecuritiesor relevant investments home finance
transactionsor amounts to carry cadvising on conversion or transfer
of pension benefit®r

(2) to lead or enablgersons

(e) to enter aSRB agreement seller SRB agreement provider
into regulated sale and rent back agreemaenrt$o vary the
terms ofregulated sale and rent back agreemasaritered into
by them asSRB agreement seller SRB agreement provider
where the agreement was originally establishedraiter 1
July 2009; or

[0) [text to follow]

(@) todo any of the following in the contextadvising on
conversion or transfer of pension benefits

10)] convertsafequarded benefitato different benefits that
areflexible benefitainder the scheme; or

(i)  make a transfer payment in respect of any of the
benefits with a view to acquiring a right or emtitient
to flexible benefitsinder another pension scheme; or

iii pay a lump sum that would be ancrystallised funds
pension lump sunm respect of any of the benefits
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10.1 Background

Q1.

What is the purpose of these questions asmens ("Q&As") and
who should be reading them?

The Q&As are primarily concerned with identifgithe regulated
activities (such as dealing or arranging dealswestments, managing
investments or advising on investments) that magaoged on by
persons (including trustees) who are involved withupational
pension schemgandpersonal pension schemasany pension
scheme that providesfequarded benefit¥hey are also concerned,
but only in relation tgersonal pension schemasdstakeholder
pension schemewith identifying when the regulated activity of
operating such a scheme will be carried on (se€.Q26

10.2 General issues

Q3.

Q4.

How will I know if my proposed activities aregulated?

» advising on investmen(broadly, advising an investor on the
merits of hisbuyingor selling certain particular investments);

advising on conversion or transfer of pension bigmef
(broadly advising anember of a pension scheore
converting, transferring or paying csafequarded benefita
a pension scheme);

What kind of investments do these regulattidities relate to?

The activity ofadvising on conversion or transfer of pension bigmef

relates exclusively to rights or interests undpension scheme which

providessafeguarded benefits.
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104 Pension scheme service providers other tharustees

Q31.

Q39.

| provide administration services to pension schendéll | require
authorisation or exemption?

Yes, if your services include any of the followgyiactivities and you
cannot make use of an exclusion.

(8)  Advising amember of a pension scheorgheirsurvivoron
the merits of requiring a trustee or manager afr@sppn
scheme to convert, transfer or cashsafequarded benefits
could amount t@dvising on conversion or transfer of pension
benefits(seePERG2.7.16FG)

| give advice to the members of a pensitieise. Is this likely to be
regulated advice and mean that | must be authoasegempt?

It is likely to be regulated advice under agibl3 of theReqgulated
Activities Orderif the advice concernspersonal pension scherbeat
probably not if it concerns an OPS that is netakeholder pension
schemeTheln respect of the activity @fdvising on investmentthe
same factors apply to advice given to a membepply & advice
given to trustees (see Q38). But a particular fagith be whether the
member is himselbuyingor selling asecurityor relevant investment
(a "regulated investment”).

In addition to advice that may fall under agiél3 of theRegulated
Activities Order giving advice tanembers of a pension scheoosild
amount taadvising on conversion or transfer of pension biénef
where the advice relates to rights or interest®unadgension scheme
which providessafeguarded benefifseePERG2.7.16FG). This is the
case regardless of how the rights or interestbelce(sedPERG12.6).

10.5 Employers and affinity groups (such as tradenions)
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likely to beysag on a regulated

You are unlikely to be carrying orregulated activityin the case of

an OPS (other than one that

is alstakeholder pension scheme

unless you provide services that invohegulated activityto the
trustees (such as giving them advice or arrangimgj transactions).
Any service that you might provide to your emplayeencerning

their rights under the OPS wi

Il not be a regulaetivity unless you

areadyvising on conversion or transfer of pension bésnieBut if you

provide your staff with the op

portunity to partiate in goersonal

pension schemer astakeholder pension schenyeu are likely to be
arranging You may also badvising on investmeniisyou provide
your employees with advice on the merits of theinipng the scheme

(see Q39).

In respect of any pension scheme that pro\ddésquarded benefits

you may beadvising on conversion or transfer of pension biémef

where as part of your services to employees youigecadvice on the

merits of requiring a trustee or manager of a genscheme to

convert, transfer or cash asafequarded benefitseePERG12.6).

10 Annex 4G Table summarising regulatory positio

n of employersand affinity groups.

Activity carried on by employer or
affinity group

Potential implications in terms of
regulated activities and the need f¢
authorisation

Advising employees on the merits aof ...

participating in an occupational
pension scheme or a group persong
pension scheme or a stakeholder
pension scheme, including advising
employees against joining a person
pension scheme or advising them tg
transfer from a personal pension
scheme.

al

Advising employees in their capacit

yThis is likely to amount t@advising

of members of a pension scheme o

' on conversion or transfer of pensiorn

advising theirsurvivor on the merits

benefitsbut only where it is carried

of requiring a trustee or manager of

an by way of business, the guidanct

pension scheme to convert, transfe

r or Q6, 044 and Q45 is applicable.

cash out safequarded benefits.
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12.1 Background

Q1.

What is the purpose of these questions asmters ('Q&As') and who
should be reading them?

These Q&As are aimed at, and should be reagdrgonsnvolved in
the running of gersonal pension scheraad those who give advice
about or provide services to such schemes. Theynteded to help
such persons understand whether they will be cagrgn aregulated
activity and neecuthorisationor exemption under section 19 of the
Financial Services and Markets Act 2000 followihg thanges to
pension legislation that took effect on 6 April Z0&nhd on 6 April
2015 The Q&As complement the genegalidanceon regulated
activities which is in Chapter 2 of our Perimetardance manual
(PERG') and the general guidance about pensidatedeactivities
which is in Chapter 10 of PERG.

The Q&As are set out underfdiive sections:

the application of EU Directive®ERG12.4);-and

financial promotionssues PERG12.5); and

advising on conversion or transfer of pension bk EPERG

12.6)

12.3 Rights under a personal pension scheme

Q15.

Q19.

| am a financial intermediary dealing wigmgions. Am | affected by
the fact that rights under a personal pension setema specified
investment?

In addition, rights or interests under a pensicimeeme which provides
safequarded benefits a specified investment in respectdiising
on conversion or transfer of pension bendeePERG12.6).

For advice to be regulated, it needs to relateéearerits of buying or
selling a particular investment. When do rightsemal personal
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pension scheme become 'particular’ rights and splar
investments?

In addition, it should be noted that advisingdiant P in their capacity
asmember of a pension schembo hassubsisting rightsn respect of
anysafequarded benefitym the merits of P requiring the trustee or

manager of the pension scheme to:

(@ convert any of theafeguarded benefitato different
benefits that are flexible benefits under the sakiemn

(b) make a transfer payment in respect of any of the
safequarded benefitgith a view to acquiring a right or
entitlement to flexible benefits for P under anothe
pension scheme; or

(c) pay alump sum that would be an uncrystallisedi$un
pension lump sum in respect of any of saéequarded

benefits

is a regulated activity on its own and woulduieg the person
carrying it out to beauthorisedfor advising on conversion or transfer
of pension benefitseePERG12.6)

Q21. What exclusions may be available for adgigin investments in
connection with acquiring or disposing of rightslana personal
pension scheme?

The usual exclusions fadvising on investmengndadvising on
conversion or transfer of pension benefitdl potentially be available.
In particular, article 67 of the Financial Servieesl Markets Act
2000 (Regulated Activities) Order 2001 (fRegulated Activities
Orden):

After PERG 12.5 (Financial promotion issues) infiagtfollowing new section. The text is not
underlined.

12.6 Advising on conversion or transfer of pensiobenefits
Q29. What is the background to thegulated activity

The effect of the Pension Schemes Act 2015atthistees or
managers must ensure thahamber of a pension scheorea
survivorhas taken appropriate independent advice befoneecting
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or transferring pension benefits, where the coneersr transfer is of
safeguarded benefits flexible benefits

TheRegulated Activities Ordewvas amended so that the appropriate
independent advice to be sought bm@mber of a pension scheorea
survivoris regulated.

Does this mean that there is an overlapdmtwadvising on
conversion or transfer of pension benefits” andvisidg on
investments”?

Yes, there is an overlap between both activitizaler theRegulated
Activities Orderrights under a&takeholder pension schermed under
apersonal pension scherfadl within the definition ofsecurity This
means that advising on any of these investmentsdiall under
advising on investments

Where a pension scheme providateguarded benefitken a person
who isadvising on investmentsay also badvising on conversion or
transfer of pension benefitd the same time.

In practice, we expect that a persalvising on conversion or transfer
of pension benefitwill also carry oradvising on investments.

What is the difference between both advisictiyities?

The regulated activity afdvising on conversion or transfer of pension
benefitsapplies to anpension schemihat hasafeguarded benefits.
This means it includes advising on transfers betveeeupational
pension schemashere the transfer payment is in respect of
safeguarded benefitgith a view to acquiring a right or entitlement to
flexible benefits

In the context of pension schemadyising on investmenits respect
of rights under @ersonal pension scheroeastakeholder pension
schemas limited to these types of schemes and wouldredtide
occupational pension schemes.

Does a person who advises on the conveositansfer of flexible
benefits need to seek authorisation?

When the conversion or transferfleiible benefitsnvolves advising
on the merits obuying selling subscribing for rights in personal
pension schemar in astakeholder pension schemmeexercising any
of these rights, either as the ceding scheme aetteving scheme or
both, then that would amountaolvising on investmenésd
authorisation is required. This is becauserdgeilated activityof
advising on investmenggpplies in relation to rights undeparsonal
pension schemar rights under atakeholder pension scheme

When the conversion or transferfleikible benefitsnvolves
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occupational pension schem@sly and is not in respect of
safeguarded benefitthen no regulated activity is being carried on.

For example, advice on the switchindflekible benefitbetween
defined contribution occupational pension scherS@silarly, advice
on anuncrystallised funds pension lump spayment out of defined
contribution occupational pension schermm&ot regulated.

Does guaranteed annuity rat6€5SAR) mean that a pension policy has
asafeguarded benefit

In our opinion, a pension policy with a GAR leesafeguarded benefit
and a person advising on it maydmtvising on conversion or transfer
of pension benefits.

Can advising on conversion or transfer ofspm benefits be carried
on in respect of any othepecified investmerits

No, the onlyspecified investmemnglevant foradvising on conversion
or transfer of pension benefitsrights or interests under a pension
scheme which providesafeguarded benefits

It should be noted that rights or interests urdpension scheme
which providesafeguarded benefits a specified investment
exclusively in respect advising on conversion or transfer of pension
benefitsand not any othaegulated activity.
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