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What’s happened in the last 4 weeks… 
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Recent developments 
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Meeting the cost 
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Social care 
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Annual allowance charges 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/744161/Sept_2018_Personal_Pensions_publication.pdf 
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Tax receipts  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/744161/Sept_2018_Personal_Pensions_publication.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/744161/Sept_2018_Personal_Pensions_publication.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/744161/Sept_2018_Personal_Pensions_publication.pdf


Lifetime Allowance charges 
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Tax receipts 



It’s really complex… 
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Dashboard 



Why haven’t TPR “done better”? 

https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/ 
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Limitations 

https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/
https://www.parliament.uk/business/committees/committees-a-z/commons-select/work-and-pensions-committee/inquiries/parliament-2017/carillion-inquiry-17-19/


The Regulator’s new approach… 

Source: http://www.thepensionsregulator.gov.uk/docs/tpr-future-making-workplace-pensions-work.pdf 9 

TPR Future 
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Summer 2019? 
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The next Pensions Bill 



How to shift the balance 
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Intergenerational issues 
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Pensions transfers are a hot topic 
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more popular 
 

Source: Office for National Statistics  September 2018 
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Source: LCP quarterly transfer value survey  -  77 Schemes covering c32000 deferred pensioners 

 

LCP transfer survey - current transfer activity 
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• We have seen initial charges of 

up to 4% of transfer values as 

part of a contingent charging 

arrangements.   

 

• We have also seen some  

in-house investment vehicles 

with annual charges of  

up to 2% p.a..  

 

• Both of these types of charging 

arrangements eat into 

member’s pensions savings 

significantly leaving less for the 

member. 

The risks 

17 



Transfer value 
comparator 

Regulators are playing catch up 
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What should trustees do? 
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1. Understand your 

membership 

 

2. Revisit the options  

your scheme offers 

 

3. Review your scheme 

communications  

 

4. Consider appointing 

an independent 

financial adviser 

 

5. Look at how and 

when you 

communicate 

 

 

 

What should trustees do? 

20 



Look at your numbers Think about your people 

Source: LCP Focus - http://focus.lcp.uk.com 

 

Understand your membership 
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10% 

schemes 
write to 
members 
before 
normal 
pension 
age 

30% quote 

transfer values 
at normal 
pension age 
(up from 20% 
in 2015) 

5% 

provide 
access to 
named IFA 

15% 
offer 
partial DB 
transfer 
value 

10% offer 

“reshaping options” 
but only half 
communicate them 

Nearly 100% offer early 

retirement but 80% don’t 

highlight it 

Look at the options your 
scheme offers 

https://www.lcp.uk.com/pensions-benefits/publications/survey-how-do-db-schemes-communicate-with-members/ 

LCP Survey: How do DB schemes communicate retirement options? 

Look at the options your scheme offers 

Source: LCP Survey: How do DB schemes communicate retirement options? - August 2017 
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Review your scheme communications 

Are you sending 

your 

communications at 

the right times? 
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Consider appointing a pension specialist  
independent financial adviser 
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• We are seeing more schemes 

starting to retain a pension 

specialist financial adviser. 

 

• They will often be cheaper for the 

scheme and cheaper for 

members: 

‒ No up front contingent 

charges and  

‒ No additional annual charges 

on funds under management 

 

• But these pension specialists are 

getting booked up  

‒ our latest information is that 

some of these specialist IFAs 

are now booked up until Q3 

next year  



Use your full  suite of communications tools 
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Booklets and leaflets 

Websites and digital 

Videos and mobile 

Interactive modellers 

Member self-service 



Members should feel  

empowered to take the 

decision which is right  

for them 

Communications 

should be clear, 

timely and 

actionable 

Trustees should 

be bold enough to 

help members 

make these 

decisions 

Conclusion 

26 
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Supporting members 
through their retirement 
options – liability 
management exercises 

Clive Harrison, FIA 

Partner 
9 October 2018 

AMNT training day 
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The risk management journey 

Pensioner 

Buy-in 
Buy-out 

Deferred 

buy-in 

Trivial  

commutation 

Closure to  

accrual 

Benefit  

changes 

Contain risk Transfer risk Reduce risk 

Time 

F
u
n
d
in

g
 r

a
ti
o

 

Wind-up 

Investment risk reduction 

Pension 

Increase 

Exchange 

Flexible 

retirement  

options 

Transfer 

Values 



The most effective way to manage risk will be driven by the membership 

 

Source: LCP Focus - http://focus.lcp.uk.com  
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Which exercises might the sponsor propose?  

Transfer Value 

Exercise 

Transfer values Pension increase exchange 

Flexible 

retirement 

Trivial 

commutation  

http://focus.lcp.uk.com/
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Transfer value exercise 

The Transfer Value option will be more attractive to members 
who want to benefit from the increased flexibility now available 

under the new Pension Freedoms 

Plan Pension 

Partial transfer 

Keeping money in 

family, university, 

child’s wedding, 

holiday, new car, 

second house 

£15k pa 

£7k pa Plan pension 

+ £50k tax-free  

+ £100k transfer 

£300k TV 

Full transfer out 

• Members can access 
new pension flexibilities 
 

• Allows member to  
re-shape their benefits 
 

• Can give higher Tax 
Free Cash Sum 

• Shrinks the pension 
scheme 
 

• Reduces risk and 
improves deficit  
 

• Reduces PPF levy and 
admin costs 
 

• Reduces the eventual 
cost of buyout 
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Pension increase exchange 

Benefit for members 
• Higher pension while 

younger 
• More tax free cash at 

retirement? 
• More predictable 

pension 
• Guidance or advice 

provided 

Benefit for company  
• Reduces risk 
• Less exposure to 

inflation and life 
expectancy 

• Can reduce deficit 
• Makes buy-in more 

affordable 
• P&L credit  Annual payment crossover – 

age at which increasing 

pension pa becomes greater 

“Breakeven” – point at which 

the cumulative value of the 

two payment options is equal 



Guidance relevant to member option exercises 
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Pensions Regulator guidance 
How should trustees deal with a proposal?  

• Trustees should start from the presumption that such exercises and transfers are not in 

most members’ interests, and they should therefore approach any exercise cautiously 

and actively 

• Trustees should engage in the offer process and apply a high level of scrutiny to all 

incentive exercises to ensure members’ interests are protected 

• Trustees should be consulted from the start with any concerns alleviated before 

progressing 

• Conflicts of interest should be appropriately addressed 

 

www.thepensionsregulator.gov.uk/docs/incentive-exercises-statement-july-2012.pdf 
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The Industry Code of Good Practice for incentive exercises 
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Seven key principles: 
 

 All parties involved should know their roles and responsibilities and act in good faith 

 Communications should be fair, clear, unbiased and straightforward 

 No cash incentives should be included to take-up offer (although enhancements to transfer values are acceptable) 

 Sufficient time given to members, and no undue pressure (at least 3 months to make a decision with at least 2 weeks to 

consider final advice) 

 Where an offer is time-limited, IFA advice should be paid for by the employer  

 Good record keeping, with reporting of insistent customers (ie for those members acting against the advice they 

receive) 

 Over 80s need to opt-in, and vulnerable client procedures should be in place (eg face to face advice may be required in 

special circumstances) 

 

 

 

 

 

 Aim is to improve the standard of incentive exercises while preserving such exercises as a  

legitimate tool for sponsors to help manage pension liabilities 

 It is a voluntary Code, but typically expected to be followed, and we expect sponsor will wish to show 

compliance if proceeding with an incentive exercise.   

 In June 2012 an industry Code of Practice for incentive exercises was published.   

This was updated and revised in February 2016 



Financial Conduct Authority 

36 

Transfer value 
comparator 
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Trustees responsibilities 

Investment 

strategy and 

cashflows 

(eg LDI ) 

Vulnerable 

members 

Pensions 

taxation? 

Equality across 

membership? 

Scheme Rules 

GDPR  

and  

data sharing 

Fair, clear, 

unbiased 

communication 

Data quality and 

gaps  

Administration 

resource 

Understand the 

offer terms 

IFA  

selection? 

Overseas 

members 



The most effective way to manage risk will be driven by the membership 

 

Source: LCP Focus - http://focus.lcp.uk.com  
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Which exercises might the sponsor propose?  

Transfer Value 

Exercise 

Transfer values Pension increase exchange 

Flexible 

retirement 

Trivial 

commutation  

http://focus.lcp.uk.com/
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Review your transfer value assumptions? 

Source: LCP survey of DB  Transfer Value Comparators September 2018 
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Important design consideration for PIE exercises 

Balanced deal % 
in other PIE exercises

100%

90-99%

80%-89%

70%-79%

Under 70%

• Which elements of pension to include? 

• Whether to exchange spouses’ increases? 
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Typical process for appointing an IFA 
 

 Agree long-list, 

requirements & draft 

ITT 

Month 1    Month 2          Month 3  Month 4         Month 5            Month 6 

Issue ITT 

Analyse responses & 

agree shortlist 

Beauty parade & 

select preferred 

provider 

Contracts, 

references and 

site visit 

Kick-off meeting 

Provide benefit 

specification and 

member data 

APTA & TVC 

setup 

Go-live 

Adviser training 

and set-up 
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Typical member journey 
Good communication leads to better member understanding and 
usually improves members’ engagement 

Warm up 
letter 

Written personal recommendation  

Offer letter 

IFA support 

Telephone based (or face to face)  
advice 

Helpline to answer 
questions and to book 
adviser appointment 

Follow up call 
Member decision 

Reminder letter 

Group seminar? 
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Integrated Risk 

Management (IRM) 

Francesca Bailey 
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9 October 2018 

 

AMNT training day 



Leading to better understanding, decisions and outcomes 

Risk management is key to a well managed scheme 

TPR 

Investment guidance 

Covenant guidance 

Annual statement 

White paper Trailing new tPR powers and DB chairs statement.   

IORPII 

Our clients’ journey 
The closer to the end game, the more focus on the journey and risks – important 

not to be thrown off course 

The political backdrop 
Including BHS and Carillion and involvement from Department of Business, Energy 

and Industrial Strategy.  

Legal requirement for Risk Manager and ORA  
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Continued emphasis on IRM and 

contingency planning 



Clients are asking for a risk management framework 
that……. 

Simple 

and 

intuitive 

Leads to 

actions and 

better risk 

management 

Engaging 
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The 10 key pension scheme risks  
Funding, investment, covenant and governance 
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Funding risks Investment risks Covenant risks 

Inflation 

Projected cash flows are too low due to 

inflation being higher than expected 

Investment underperformance 

Your funding position worsens because 

your investments underperform 

Affordability 

Company unwilling or unable to fund 

the scheme to an appropriate level 

Longevity 

Projected cash flows are too low due to 

members living longer than expected 

Reinvestment risk 

Low future returns make it harder for 

you to deliver the investment returns 

you need 

Balance sheet strength 

Pension scheme large in the context of 

the company’s overall resources, 

putting a strain on its ability to 

underwrite scheme risks 

Member options 

Members take options that result in 

different cashflow pattern to assumed  

Disinvesting to pay benefits 

Increasing needs for cash to pay 

pensions as more members retire 

cause you to become a forced seller 

Sponsor failure 

The company fails, the scheme’s 

section 75 debt is triggered and there 

are insufficient asset realisations to 

secure members’ benefits in full 

Governance risks exist across all three areas (and summarised in our risk register) 



Defining the key pension scheme risks  
Funding, investment and covenant 
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Funding risks Investment risks Covenant risks 

Inflation 

Impact of 1% inflation shock 

Investment underperformance 

90% 3 year investment VaR / 

technical provisions 

Affordability 

Profit before tax / 

technical provisions deficit 

Longevity 

Longevity risk / 

total VaR 

Reinvestment risk 

Impact of 1% interest rate shock 

Balance sheet strength 

Net assets / buy out deficit 

Member options 

% of technical provisions relating to  

non-pensioners 

Disinvesting to pay benefits 

Year 1 cashflow / asset value 

Sponsor failure 

PPF levy band 

We are NOT aiming for 9 perfect metrics that precisely capture the risk of every pension scheme.  We 

are looking for simple and intuitive metrics that offer a good starting point for discussion for many 

schemes, where we have a broad set of data for comparison 



LCP Sonar 
A new tool to raise risk management with your fellow trustees 

 

49 

What Sonar is: 

- An engaging tool to start 

conversation 

- Considering a range of risks 

- Help identify areas to focus on 

What Sonar is NOT: 

- A tool that accurately tells every 

client what all their key risks are  

- A bespoke analysis of a particular 

scheme 

Risk is ranked on a lower to higher basis - i.e. the lower 

your ranking the less risky the position 

https://sonar.lcp.uk.com/377766888855553399/


How do you compare? 

 

 

 

 

 

 

Source: FTSE 100. 

 

Affordability       Profit before tax / technical provisions deficit – Risk level:   2/10 

Company unwilling or unable to fund the scheme to an appropriate level 

Potential actions 

□ Use LCP Visualise to monitor the ability of the 
company to support the scheme on an 
ongoing basis 

□ Assess scheme funding needs / agreed 
contributions versus other usages of company 
cash 

□ Agree potential contingent contributions or 
other contingency plans with the company 

□ Speak to our covenant team to find out more 

Did you know… 

tPR expects fair treatment between 

schemes and shareholders  

Our 2017 Accounting for Pensions Survey 

showed the FTSE100 paying 4 times as much in 

dividends as deficit contributions 

9

63

13

4

5

6

How many years of profits to pay TP deficit

No TP deficit Cover in a year

Between 1 and 5 Between 5 and 7

More than 7 years to pay TP deficit Loss making

The Green Paper quoted an estimated multiple of 

11 for the FTSE350 

Your 

scheme 
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How do you compare? 

 

 

 

 

 

 

 
 

Source: FTSE 100. 

Balance sheet strength             Net assets / buy out deficit - Risk level: : 1/10 

Pension scheme large in the context of the company’s overall 
resources, putting a strain on its ability to underwrite scheme risks 

Potential actions 

□ Use LCP Visualise to monitor the 
ability of the company to support the 
scheme 

□ Agree a contingency plan with the 
company 

□ Speak to our covenant team to find out 
more 

 

 

Did you know… 

tPR encourages trustees to put in 

place a legally binding 

contingency plan, eg a parental 

guarantee  

Around 1/3 of LCP clients have a 

formal contingency plan, of which 

2/3 in form of a guarantee 

PPF data says 10% of schemes have 

contingent assets, 3/4 in form of 

guarantee 

1

32

47

18

1

Coverage of net assets over buyout deficit

No buyout deficit More than 10x coverage

1 to 10x coverage Less than 1x coverage

Net liability

Your 

scheme 
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How do you compare? 

 

 

 

 

 

 

 

Source: PPF Purple Book 2017.  Data for 5,773 schemes in the UK. 

 

Sponsor failure           PPF levy band - Risk level: 4/10 

The Company fails, the scheme’s section 75 debt is triggered and there 
are insufficient asset realisations to pay members’ benefits in full 

Potential actions 

□ Agree appropriate covenant metrics 
and use LCP Visualise to monitor 
these 

□ Agree contingency plans with the 
company to offer protection in the 
event of sponsor failure 

□ Speak to our covenant team to find out 
more 
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Did you know… 

The risk of sponsor failure is a key 

area of focus for tPR following 

cases such as BHS, British Steel 

and Carillion 
PPF data says 10% of schemes have 

contingent assets, 3/4 in form of guarantee 

On average, 90 schemes a year have 

fallen into the PPF over the last 11 years 

(out of ~6,000 schemes today) 

Your scheme 
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How do you compare? 

 

 

0%

5%

10%

15%

20%

25%

30%

35%

40%

Impact on funding level of investment 
underperformance

Investment underperformance  90% 3 year VaR / technical provisions – Risk level: 5/10 

Your funding position worsens because your investments underperform 

Potential actions 

□ Investment beliefs session to 
determine appetite for different 
investment risks 

□ Consider introducing new asset 
classes to improve diversification 

□ Adopt a trigger mechanism to reduce 
risk as and when affordable.  We can 
help you monitor triggers daily using 
LCP Visualise 

tPR encourages trustees to consider long 

term financial risks such as climate risk 

tPR guidance encourages trustees to 

consider diversifying the assets to reduce 

risk 

Did you know… 

The average UK pension scheme’s 

split between growth and matching 

assets has changed significantly 

over time, from around 70/30 in 

2007 to 50/50 today 

Your scheme 

Across all LCP clients, lowest risk to highest 53 



How do you compare? 

 

 

 
 

 

 

 

 

Reinvestment risk   Impact of 1% change in interest rates on TP funding level - Risk level: 7/10 

Persistently low interest rates make it harder for you to deliver the 
investment returns you need in future 

Potential actions 

□ Review your matching portfolio and 
consider possible enhancements eg 
LDI, longer bonds or buy-ins 

□ Consider setting a trigger mechanism to 
capture opportunities to increase 
interest rate hedging 

□ Consider different approaches such as 
“Cashflow Driven Investment” and 
“non-gilts” approaches to funding  

Did you know… 

The average LCP client has an interest 

rate hedge level of around 60% 

The number of pension schemes using LDI 

(which can help manage reinvestment risk) 

increased by 27% over 2016, to  over 1,800 
tPR guidance encourages trustees 

to consider how effective their 

matching portfolio is, and whether 

Liability Driven Investment (“LDI”) 

can improve this 

-15%

-10%

-5%

0%

5%

10%

15%

20%

25%

30%
More 
than 

100% 
hedged 
(TPs)

Impact of a 1% shock in long term interest rates 

Your scheme 

Across all LCP clients, lowest risk to highest 54 



How do you compare? 

 

 

Disinvesting to pay benefits       Year 1 cashflow / asset value - Risk level: 2/10 

Increasing needs for cash to pay benefits as more members retire 
cause you to become a forced seller 

Potential actions 

□ Review your cash flow policy 

□ Consider asking your managers to 
distribute income rather than 
reinvesting it 

□ Consider investing in assets that 
deliver higher levels of income, such 
as private credit or buy-ins 

Did you know… 

Around half of UK pension 

schemes are currently cashflow 

negative, increasing to around 80% 

in the next 10 years 

The pattern of your returns matters!  tPR 

guidance encourages trustees to consider 

“sequencing risk” and to plan 

appropriately 

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%
Proportion of assets paying out over the next year

Across all LCP clients, lowest risk to highest 

Your scheme 
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How do you compare? 

 

 

 

Member options        % of technical provisions relating to  non-pensioners - Risk level:   8/10 

Members take options that result in a different cashflow pattern to 
that assumed 

Potential actions 

□ Consider whether a liability management 
exercise may be appropriate 

□ Review your member communications 
strategy 

□ Monitor take up of options, particularly 
transfer values 

□ Stress test investment strategy to check 
enough liquidity 

Did you know… 

Our recent policy paper from LCP and Royal 

London revealed that around 1 in 6 schemes 

offers a partial DB transfer option  

Research in August 2017 revealed that 

members are typically offered 25-30 times 

their annual pension as a transfer value 

Around 60% of members in UK DB 

pension schemes have not yet 

retired 

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

Proportion of liabilities for 
members not yet retired

Across all LCP clients, lowest risk to highest 

Your scheme 
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How do you compare? 

 

 

 

 

 
 

 

 

Longevity           % of 1 year 90% VaR related to longevity - Risk level:   6/10 

Projected cashflows are too low due to members living longer than 
expected 

Potential actions 

□ Consider a buy-in or longevity swap 

to begin to hedge longevity risk 

□ Understand and monitor longevity 

risks using LCP LifeAnalytics 

Did you know… 

Average buyout funding level for 

LCP clients is 65% 

Average estimated buyout funding levels 

for FTSE100 UK pension plans increased 

by nearly 10% from August 2016 to 

September 2017 

Life expectancy for a UK male 

increased by ~10 years since 1980 

Recent changes in longevity pricing 

have reduced typical hedging costs 

by around 4% 

Across all LCP clients, lowest risk to highest 57 0%
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How do you compare? 

 

 

 

Inflation   Impact of 1% change in inflation on TP funding level - Risk level:   7/10 

Projected cashflows are too low due to inflation being different to 
expectations 

Potential actions 

□ Annual review of the effectiveness of your 
inflation hedging 

□ Investigate assets that offer inflation 
protection, including LDI but also real assets 
eg property 

□ Consider setting a trigger mechanism to 
capture opportunities to reduce inflation risk 

□ Consider a pension increase exchange 
exercise to reduce inflation sensitivity of 
liabilities 

It is typically impractical to 

perfectly hedge pension increases 

with minimum and/or maximum 

levels (ie “LPI” increases) 

The average LCP client has an 

inflation hedge level of around 60% 

Did you know… 
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Impact of a 1% shock in inflation expectations 

Across all LCP clients, lowest risk to highest 58 

Your scheme 



Did you know… 

tPR recognises that being a Trustee is an 

important and challenging role – there is lots 

of guidance to help you 

tPR aims to raise the standards of 

governance with its 21st century trusteeship 

programme 

 

 

 

 

 

Governance    

Below we set out some of the key risk areas being considered by the trustees 
of defined benefit schemes 

Potential actions 

□ Assess your training needs using LCP’s free 
Training Needs Analysis tool 

□ Watch our video on the key steps in an 
effective risk management process 

□ Speak to our Governance specialists to find out 
more and receive tailored support 
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The governance requirements of every scheme is different and your 
approach should be tailored to your circumstances 

Structures and processes Management and operations 

 Quality of risk management 

 Regulatory and compliance requirements 

 Trustee decision making and recording discretions 

 Management of conflicts of interest 

  

 Management of scheme costs  

 IT, cyber security and data protection 

 Administration, record keeping and data quality 

 Business and strategic planning 

  

People Relationships 

 Trustee knowledge and understanding 

 Board composition, effectiveness and diversity 

 Trustee roles and responsibilities 

 Succession planning for trustees and advisers 

  

 Sponsor/Trustee relationship 

 Member communications 

 Working with advisers 

 Management of all key stakeholders 



Brings to life details 

about the various 

risks your scheme 

may face based on 

scheme-specific 

data 

Shows what risks 

could throw you off 

course as you get 

closer to the end 

game of the scheme 

An interactive tool 

which allows trustees 

to compare the 

riskiness of your own 

scheme with others 

Helps trustees to 

understand the 

importance of 

covenant which is 

often overlooked 

See the potential impact of proposed 

changes in helping to manage certain 

risks – eg what a change to 

investment strategy might do to your 

LCP Sonar profile 

Helps prioritise 

managing the 

different risks 

faced 

Displays risks in an 

integrated way; 

you can view many 

types of risks in 

one place 

Allows independent 

trustees to see how their 

schemes compare to 

each other (and the 

wider peer group) 

Empowers trustees to go 

to the Board of the 

sponsoring company 

and say “we are out on a 

limb here” 

May give employers 

insight into the next 

thing the Trustees will 

be thinking of, 

encourages a 

collaborative approach 
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Our experts work in pensions, investment, insurance, energy and employee benefits. 

Join us at our next event 

www.lcp.uk.com/events 

Share our insights and opinions 

on our viewpoint 

www.lcp.uk.com/our-viewpoint 

Watch and listen to our 

comments on topical issues 

Our YouTube channel 

Connect with us for updates 

@LCP_actuaries 

LinkedIn 

Use of our work 
 
 

 Francesca Bailey  

Consultant  
020 7432 3084 

 

francesca.bailey@lcp.uk.com 

This generic presentation should not be relied upon for detailed advice or taken as an authoritative statement of the law.  I f you would like any assistance or further information, please contact 

the partner who normally advises you.  While this document does not represent our advice, nevertheless it should not be passed to any third party without our formal written agreement. 
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21st Century Trusteeship  

Rachika Cooray  

Partner 
9 October 2018 

AMNT training day 



Raising the standards of governance 

• Stimulate a dialogue 

• Gather views on good 
governance 

• Identify barriers and challenges 

 

“Effective trusteeship and 

governance are key 

underpinning factors in 

achieving good member 

outcomes” 
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The journey so far 

Targeted 

educatio

n 

Clearer 

guidance 

Tougher 

enforcement 

Back to 

basics 

1. Good governance 

2. Clear roles and 

responsibilities 

3. Clear purpose and 

strategy 

4. Trustee training and 

improving your 

knowledge 

5. Skills and 

experience 

6. Advisers and service 

providers 

7. Managing risk 

8. Conflicts of interest 

9. Meetings and 

decision making 

10. Value for members 
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1. Good governance 

2. Clear roles and 

responsibilities 

3. Clear purpose and 

strategy 

4. Trustee training and 

improving your 

knowledge 

5. Skills and 

experience 

6. Advisers and service 

providers 

7. Managing risk 

8. Conflicts of interest 

9. Meetings and 

decision making 

10. Value for members 

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwiVtcK2psPWAhXrA5oKHfnbC_YQjRwIBw&url=http://www.pngmart.com/image/tag/finish-line&psig=AFQjCNFNn3BKjnU7r19KI2RNOVP9rjgPoA&ust=1506530698416776


Review your delegations and role descriptions 
Module 2: Clear roles and responsibilities  
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Trustees / scheme managers are accountable for all scheme activity including 

functions delegated to third parties. 

 

Roles, responsibilities, decision-making, governance structures and processes need 

to be clearly documented. 

Terms of reference and delegations 

Trustee job description 

Chair job description 



Maintain an annual planner and business plan 
Module 3: Clear purpose and strategy 
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Develop and regularly review the scheme’s business plan. 

 

Set a clear strategy and objectives for the scheme and monitor progress against these. 

Business Plan 

Strategic plan Annual planner 

Business Plan 

Strategic plan Annual planner 

Review tasks Define objectives 

Risk  

management 
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Get the best out of your advisers 
Module 6: Advisers and service providers 
 

Appoint good quality professional advisers and service providers to help you run your 

scheme well and to benefit from a diverse range of views and experience 

 

Retain sufficient oversight of delegated tasks and regularly review performance 

Business continuity planning 

Selecting Monitoring Reviewing 

http://www.thepensionsregulator.gov.uk/trustees/scheme-management-

skills.aspx 

http://www.thepensionsregulator.gov.uk/guidance/guidance-relations-with-

advisers.aspx 



Assess your skills and evaluate effectiveness 
Module 5: Skills and experience 
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Aim for a diverse trustee board, in terms of backgrounds, experience, skills and 

demographics. 

 

Review the performance and effectiveness of the board annually. 



Q1: We have a diverse trustee board, in 

terms of backgrounds, experience, skills 

and demographics 

Submit 
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Strongly 

Agree 
Disagree 

Strongly 

Disagree 
Agree 

0

1

2

3

Strongly
Agree

Agree Disagree Strongly
Disagree



Key takeaways 

Review your delegations and role descriptions   
Maintain your annual planner and business plan  
Get the best out of your advisers  

Brush up on the Regulator’s expectations  
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Complete a board effectiveness review  
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Our experts work in pensions, investment, insurance, energy and employee benefits. 

Join us at our next event 

www.lcp.uk.com/events 

Share our insights and opinions 

on our viewpoint 

www.lcp.uk.com/our-viewpoint 

Watch and listen to our 

comments on topical issues 

Our YouTube channel 

Connect with us for updates 

@LCP_actuaries 

LinkedIn 

Contact us 

This generic presentation should not be relied upon for detailed advice or taken as an authoritative statement of the law.  I f you would like any assistance or further information, please contact 

the partner who normally advises you.  While this document does not represent our advice, nevertheless it should not be passed to any third party without our formal written agreement. 

Rachika Cooray 
Partner 

0207 432 6658 

Rachika.Cooray@lcp.uk.com 
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AMNT Training Day - The Pensions Ombudsman 

AMNT Training Day 
Pensions Disputes - The 

Pensions Ombudsman 

Richard Pettit, Partner 

Catrin Young, Senior Associate 



AMNT Training Day - The Pensions Ombudsman 

• Introduction to the Pensions Ombudsman 

̶ Jurisdiction 

̶ Who can bring/defend a complaint? 

̶ Limitation periods 

̶ Decisions and Awards 

̶ Awards for non-financial injustice 

• Your turn – Pensions Ombudsman Quiz 

  

 

Our agenda 



AMNT Training Day - The Pensions Ombudsman 

Can look into 

 

•disputes of law or fact  

•maladministration of personal and occupational 

pension schemes  

•actions and decisions of the Pension 

Protection Fund  

•some decisions made by the Financial 

Assistance Scheme 

 

Cannot help with complaints 

about 

• State Pensions 

• tracing a lost pension 

• sales or marketing (mis-selling) of pensions 

• the type of benefits a pension scheme offers 

• a decision made by a tribunal, court or 

another Ombudsman 

• Pension schemes administered outside of 

the UK  

• matters that are the subject of court 

proceedings or employment tribunal claims 

 

 

Jurisdiction 



AMNT Training Day - The Pensions Ombudsman 

Who can 

bring a 

complaint? 

Who can bring a complaint? 

 

Individuals 

Pension 

Scheme 

Managers 
Trustees 

Employers 



AMNT Training Day - The Pensions Ombudsman 

Who can complaints be brought against? 

 

Who can 

complaints 

be brought 

against? 

Employers 

PPF 

Reconsideration  

Committee 

 

Trustees 

Scheme 

admini-

strators 



AMNT Training Day - The Pensions Ombudsman 

TPO may extend these time limits, if he considers 

it reasonable, e.g. to allow for delays due to 

pursuing an internal dispute resolution procedure  

(IDRP). There have been a relatively small number 

of instances where the Ombudsman has exercised 

this discretion 

Contact with The Pensions 
Ombudsman (TPO) about a complaint 
needs to be made  

•within three years of the act or 
omission complained about 

•or, if later, within three years of when 
the complainant first knew (or ought to 
have known)  about  the act or 
omission  

 

Limitation Periods 

 



AMNT Training Day - The Pensions Ombudsman 

If a complaint is upheld TPO will usually tell the people 

at fault what they need to do to put things right. 

TPO’s determination can be enforced in the courts 

(unless there is a successful appeal on a point of law) 

and is binding on all the parties to a complaint.  

TPO cannot set aside a discretionary decision taken 

by scheme trustees, unless the trustees have: 

•Taken irrelevant considerations into account. 

•Failed to take any relevant considerations into 

account.  

•Committed some other procedural impropriety. 

•Acted in such a way that no reasonable body of 

trustees, properly directing themselves, could act. 

Decisions and Awards 



AMNT Training Day - The Pensions Ombudsman 

Fixed amounts for compensation awards for distress 
and inconvenience - “non-financial injustice”  

Awards for non-financial injustice will usually fall into 
one of five categories 

 TPO will consider, amongst other things: 

•whether the complaint in question could have been 
avoided or resolved at an early stage;  

•how well the complaint (and IDRP) was handled by 
the respondent;  

•whether the maladministration occurred on a single 
or over many occasions; and  

•what level of distress or inconvenience was suffered 
by the complainant 

 

Awards for ‘non-financial injustice’ 

Severe 

£2000 

Exceptional 

> £2000 

 

Significant 

£500 

Serious 

£1000 

Nominal  

 £0 

 



AMNT Training Day - The Pensions Ombudsman 

Pensions Ombudsman Quiz 



AMNT Training Day - The Pensions Ombudsman 

www.burges-salmon.com 

This presentation gives general information only and is not intended to be an exhaustive statement 

of the law. Although we have taken care over the information, you should not rely on it as legal 

advice. We do not accept any liability to anyone who does rely on its content. 

© Burges Salmon 2018 

 


