DB Pension Scheme Prospect Identification Guide
A. Introduction

Defined Benefit (DB) pension schemes in the UK promise members a fixed income in retirement based on
salary and service length, placing significant funding, governance, and management responsibilities on trustees
and sponsoring employers. As of July 2025, the DB landscape includes approximately 5,000 schemes covering
around 10 million members, with aggregate assets exceeding £1.5 trillion, according to the Pension Protection
Fund's (PPF) Purple Book and The Pensions Regulator (TPR) data. Recent improvements in funding levels
(average s179 funding ratio at 123.1% as of March 2025, per TPR's Annual Funding Statement 2025) have
shifted focus to surplus extraction opportunities under the Pension Schemes Bill 2025 (introduced June 2025),
which enables easier refunds to employers if schemes are funded on a low dependency basis (reducing the
threshold from 100% to 105% funding for power to amend rules). The DB funding code, effective from
September 2024, emphasises long-term objectives (e.g., buyout, run-on, or consolidation), covenant strength
assessment, and investment de-risking, with 2025 updates including enhanced guidance on new models like
superfunds and surplus sharing.

This guide identifies triggers for DB schemes to review or switch providers across services supporting trustees
(e.g., actuarial advice, investment consulting, administration, legal counsel, covenant monitoring, fiduciary
management) and sponsors (e.g., funding strategy, buyout facilitation, risk transfer). Special attention is given
to schemes with in-house administration teams, which represent about 20-30% of larger DB schemes (based
on TPR scheme returns and industry surveys like PwC's UK Defined Benefit Pensions Survey), and lead
indicators for outsourcing opportunities. Unlike DC schemes, DB priorities include deficit recovery, endgame
planning (e.g., buyouts reaching record £50bn in 2024, projected £60bn in 2025 per Hymans Robertson),
regulatory compliance, and surplus management amid the Pension Schemes Bill 2025's provisions for baseline
targets on surplus extraction and consolidators.

Triggers are categorised with granular, quantifiable thresholds tailored to each service provider type, including
driver indicators (suggesting movement into buying mode, e.g., proactive reviews) and trigger indicators
(signalling clear need and urgency, e.g., compliance risks). Hard (e.g., funding metrics from TPR) and soft (e.g.,
complaints on X) lead indicators are included, with data sources and automation suggestions using free Al tools
in Section D.
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B. Key Triggers for Provider Review or Switch

Triggers are detailed with specific metrics per service provider type, highlighting hooks for engagement (e.g.,
cost savings for administration, risk mitigation for covenant monitoring). Metrics are quantified based on 2025
industry benchmarks from TPR, PPF, and providers like WTW, Aon, and LCP.

1. Investment Underperformance

Persistent lags against benchmarks prompt reviews, especially as schemes de-risk toward endgame under the
funding code.

Granular Metrics per Provider Type:

e Investment Consulting: Driver: Returns below long-term objective (e.g., gilts +0.5%) by >1% over 3
years (Hymans Robertson benchmarks). Trigger: Failure to achieve >50% liability-matching assets
when funding >105%, risking TPR intervention on de-risking plans. Hook: Consultants like LCP offer Al-
driven scenario modelling for surplus optimisation.

e  Fiduciary Management: Driver: Portfolio volatility >5% above benchmark in stress tests. Trigger:
Underperformance leading to covenant downgrade, urgent for sponsors facing Bill 2025 surplus rules.
Hook: Providers like Aon provide integrated ESG de-risking.

e Risk Transfer (e.g., Buyout/Longevity Swaps): Driver: Buyout quotes >10% above market averages
(Rothesay/Legal & General data). Trigger: Maturity level >70% without tender, per funding code
urgency.

Sources: TPR Scheme Funding Statistics; PPF Purple Book; Provider reports (e.g., WTW FTSE 350 DB Report
2025.

2. High Fees and Costs
Rising costs erode surpluses, particularly relevant post-Bill 2025 surplus flexibilities.
Granular Metrics per Provider Type:

e Actuarial Advice: Driver: Fees >0.1% of liabilities for valuations, higher than WTW averages. Trigger:
Cost increases >15% YoY amid new funding code compliance, signalling urgency for efficient providers
like Mercer.

e  Administration: Driver: Per-member admin costs >£50 annually (XPS benchmarks). Trigger: For in-
house teams, internal costs > outsourced averages by 20%, per Gallagher outsourcing studies. Hook:
First-time outsourcing to providers like Capita for tech efficiencies.

e Legal Counsel: Driver: Hourly rates >£500 for covenant reviews (Hogan Lovells/Mayer Brown). Trigger:
Bill 2025 compliance costs >2% of AUM, urgent for surplus extraction advice.

e Covenant Monitoring: Driver: Annual fees >5bps of liabilities. Trigger: Costs spiking from enhanced
assessments under the funding code.

Sources: Annual Scheme Accounts (Companies House); TPR DB Supervision Reports; Industry Surveys (PwC)
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3. Service Issues

Errors or delays drive dissatisfaction, amplified by dashboards and member-centric regs.
Granular Metrics per Provider Type:

e Administration (In-House Focus): Driver: >5 complaints/1,000 members to Ombudsman, indicating
systemic issues. Trigger: Delays in benefit payments >1 month, urgent for outsourcing to avoid TPR
fines. Soft lead: X posts on poor service. Hook: Providers like Trafalgar House offer seamless
transitions.

e Actuarial: Driver: Valuation delays >3 months. Trigger: Errors in assumptions causing funding volatility
>5%.

e Investment Consulting: Driver: Satisfaction scores <75% in trustee surveys (Aon). Trigger: Poor
communication on de-risking, urgent post-2025 funding statement.

e Legal/Covenant: Driver: >2 disputes annually. Trigger: Ombudsman cases on governance.

Sources: Pensions Ombudsman Reports (2024-25: DB complaints up 10%); TPR Case Studies; X searches for
scheme complaints.

4. Outdated Technology
Limited tools hinder compliance with dashboards (connection deadline 2026) and funding code monitoring.
Granular Metrics per Provider Type:

e  Administration (In-House): Driver: No real-time member portal, unlike outsourced (e.g., Barnett
Waddingham's Illuminate). Trigger: System downtime >3% annually, urgent for dashboards prep.
Hook: Outsourcing for Al data matching.

e Investment/Fiduciary: Driver: Lack of liquidity dashboards for Bill 2025 illiquids. Trigger: Inability to
model run-on strategies.

e Covenant Monitoring: Driver: Manual reporting vs. automated (LCP tools). Trigger: Delays in quarterly
assessments.

Sources: Scheme Websites; TPR Dashboards Guidance; Provider sites (e.g., Mercer digital tools).
5. Poor Fund or Service Providers

Instability undermines confidence, especially in endgame planning.

Granular Metrics per Provider Type:

e  Actuarial: Driver: Assumptions deviating >2% from peers (WTW). Trigger: Provider errors leading to
TPR notices.

e Administration (In-House): Driver: Staff turnover >15% in internal team. Trigger: Failure to meet
dashboards data quality (>90% accuracy required), signaling outsourcing need.

e Investment Consulting: Driver: Manager turnover >20%. Trigger: Underperformance in private assets
per Bill 2025.

e Legal: Driver: Lost cases >10% annually. Trigger: Inadequate advice on surplus extraction.

Sources: Valuation Reports; News (e.g., Professional Pensions); LinkedIn for turnover.
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6. Better Alternatives
Superior providers emerge, driven by consolidation and surplus options.
Granular Metrics per Provider Type:

e Buyout Facilitation: Driver: Competitors (e.g., Rothesay) offering premiums 5-7% lower. Trigger:
Scheme maturity >80%, urgent for endgame.

e Administration Outsourcing: Driver: Outsourced costs 20-30% lower than in-house (Gallagher).
Trigger: New regs increasing complexity (e.g., Bill 2025 surplus sharing).

e Covenant Monitoring: Driver: Advanced Al tools from LCP vs. basic in-house. Trigger: Downgrade
risking funding plans.

e  Fiduciary: Driver: Better ESG integration (Aon benchmarks).

Sources: Industry News (Professional Pensions); Provider Marketing; Case Studies (e.g., schemes to Clara
superfund).

7. Company-Specific Triggers
Sponsor events align pensions with business, per covenant assessments.
Granular Metrics per Provider Type:

e All Services: Driver: Merger in past 12 months requiring re-tender. Trigger: Profit decline >15% YoY,
urgent covenant review (LCP).

e Administration Outsourcing: Driver: Sponsor headcount growth >10%, straining in-house. Trigger: Key
admin staff departure.

Sources: News; Companies House Financials; X discussions.
8. Regulatory Changes

Pension Schemes Bill 2025 (Clause 8: surplus extraction if low dependency funded; tax at 25%) and funding
code drive changes.

Granular Metrics per Provider Type:

e Legal Counsel: Driver: No advice on new surplus rules. Trigger: Non-submission of long-term strategy
by 2026, TPR fines imminent.

e  Actuarial: Driver: Assumptions not aligned with code's low dependency. Trigger: Surplus >105%
without extraction plan.

e Administration: Driver: Data issues for dashboards. Trigger: Compliance costs >3% AUM for in-house.
e Covenant: Driver: Weak rating under code. Trigger: Mandatory enhancements.

Sources: GOV.UK Consultations; TPR Guidance; Provider Analyses (Linklaters, Mayer Brown).
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9. Scalability and Consolidation Pressures
Small schemes consolidate into superfunds under funding regime.
Granular Metrics per Provider Type:
e Buyout/Consolidators: Driver: AUM <£100m. Trigger: "Tending to weak" covenant, TPR intervention.

e Administration Outsourcing: Driver: In-house for small schemes lacking scale. Trigger: Cost
inefficiencies >25% vs. master trusts.

Sources: TPR Updates; Eversheds Sutherland Reports.

10. Endgame and De-Risking Options

Schemes seek buyouts or run-on, per 2025 outlook (Hymans: £60bn buyouts).
Granular Metrics per Provider Type:

e Investment/Risk Transfer: Driver: Liquidity shortfall >5% in tests. Trigger: No tender despite maturity
>70%.

e  Actuarial/Legal: Driver: Run-on modeling gaps. Trigger: Surplus opportunities under Bill 2025.
Sources: TPR Endgame Guidance; Provider Insights (Legal & General).
11. ESG Integration and Covenant Risks
Focus on climate in covenants, per TPR.
Granular Metrics per Provider Type:
¢ Investment Consulting: Driver: ESG assets <10%. Trigger: Covenant downgrade from ESG factors.
e  Covenant Monitoring: Driver: No net-zero alignment. Trigger: Regulatory scrutiny.
Sources: PLSA Reports; LCP Trends.
12. Cyber Security Risks
Threats prompt secure providers.
Granular Metrics per Provider Type:
e  Administration: Driver: No ISO 27001 for in-house. Trigger: Breach >1 annually.
e All: Trigger: Downtime >1%.
Sources: TPR Guidance; Aon Analyses.
13. Key Personnel Changes
Departures reassess providers.
Granular Metrics per Provider Type:
e All: Driver: Trustee chair resignation. Trigger: New CFO review in first year.
o  Administration Outsourcing: Trigger: In-house manager retirement.

Sources: LinkedIn; Scheme Documents.
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14. Contract Anniversaries
Align with reviews.
Granular Metrics per Provider Type:
e  Actuarial/Administration: Driver: 3-year anniversary. Trigger: Tender within 6 months.
Sources: Scheme Records; Consultant Networks.
15. Market Signals of Provider Instability
Issues signal switches.
Granular Metrics per Provider Type:
e  All: Driver: Staff turnover >20%. Trigger: Credit downgrade <BBB.
Sources: LinkedIn; S&P Ratings; News.
16. In-House Administration Outsourcing Opportunities

Specific to schemes with in-house teams, identified via scheme accounts disclosing "internal administration" or
no external provider named.

Granular Metrics:

e  Driver: Internal costs >£60/member vs. outsourced £40 (WTW 2025). Hook: Providers like Gallagher
emphasize first-time outsourcing for dashboards.

e Trigger: Data accuracy <85% for pensions dashboards (2026 deadline), urgent compliance risk. Soft
lead: Increasing complaints or staff burnout signals.

e  Other: Regulatory complexity from Bill 2025 (surplus admin) or funding code (cashflow management)
straining in-house resources.

Sources: Companies House Accounts (search for "pension administration" disclosures); TPR Scheme Returns
(public datasets indicate admin type); Pensions Dashboards Programme Surveys (FCA-regulated providers list
excludes in-house).
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C. Applying the Framework to BAE Systems

BAE Systems' DB scheme (assets >£20bn, outsourced to Goldman Sachs in 2023) shows prior outsourcing, but
monitor for further reviews:

e Access Valuation Reports/Accounts: Check surplus >105% for Bill 2025 extraction (Companies House).
e In-House Signals: If any residual in-house elements, watch costs vs. benchmarks.

e Service Issues: Ombudsman complaints suggest admin gaps.

e  Regulatory: Ensure funding code compliance; covenant strength in defense sector.

e Endgame: Potential buyout if maturity high.
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D. Systematic Approach to Prospecting
1. Identify Schemes: TPR DB lists; PPF Purple Book for size/funding.

2. Gather Data: Chair's Statements, Companies House filings (pension disclosures indicate in-house vs.
outsourced), TPR returns.

3. Analyse Triggers: Compare metrics (e.g., fees, complaints); monitor events like surpluses (Bill 2025) or
personnel changes.

4. Engage Prospects: Tailor hooks, e.g., outsourcing case studies for in-house schemes.

5. Monitor Signals: News/LinkedIn for instability.

Efficient Al-Driven Identification of Companies with DB Schemes >50 Employees, Including In-House
Admin:

e Companies House Data: Free API (api.company-information.service.gov.uk) for filings. Query "defined
benefit pension" in accounts; filter employee count >50 from annual reports. To identify in-house
admin: Parse disclosures for phrases like "administered internally" or absence of external provider
names (e.g., no mention of Mercer/Aon).

e Al Method: Use free tools like Grok (x.ai) to generate Python scripts for APl bulk queries (e.g.,
requests library to fetch CSVs, parse with pandas for keywords). Code example: Import pandas; load
bulk company data (free download); filter rows with 'employees >50' and 'DB scheme' mentions, then
sub-filter for in-house via text search. Time/Cost: 1-3 hours setup, free; automate monthly via cron-
like in REPL environments. Cross-reference with TPR open data APIs for scheme details.

e  Fresh Research: Web search "UK DB schemes list 2025" for updates; X semantic search for outsourcing
discussions.

This targets ~80% of DB universe (>50 employees), prioritizing in-house for outsourcing leads.
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E. Conclusion
This framework, updated with 2025 developments like the Pension Schemes Bill's surplus rules and funding
code emphases, equips consultants to identify DB switching opportunities via granular, service-specific metrics.

For in-house admin schemes, cost and regulatory pressures signal prime outsourcing prospects, sourced
efficiently from Companies House, the corporate website, the pension scheme websites, LinkedIn and other
social media, news outlets and TPR data using Al automation for better outcomes.
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