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	1. General code of  practice
January 2024
 


	2. General code of  practice
Presented to Parliament pursuant to Section 91(5) of the Pensions Act 2004.
Draft to lie before Parliament for forty days, during which time either House
may resolve that the code be not made.
Presented to the Northern Ireland Assembly pursuant to Article 86(5) of the
Pensions (Northern Ireland) Order 2005. Draft to lie before the Northern
Ireland Assembly for ten days on which the Assembly has sat, or thirty
calendar days, whichever period is the longer, during which time the
Assembly may resolve that the code be not made.
10 January 2024
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	5. 5
General code of  practice
Contents
Communications and disclosure: Information to members 129
General principles for member communications 130
Annual pension benefit statements (DC) 131
Summary funding and pension benefit statements (DB) 133
Benefit information statements (PSPS) 137
Retirement risk warnings and guidance 139
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	6. 6
General code of  practice
Status of the code of practice
1. This code applies to governing bodies of occupational, personal, and public service
pension schemes. Some legal obligations do not apply to all types of governing bodies
or schemes.
2. Governing bodies are responsible for complying with their legal duties, even where
they have chosen to delegate the task of meeting these to another party, such as an
administrator or sub-committee.
3. Governing bodies may wish to take professional advice to establish the extent to which
the law applies to them.
4. The code sets out our expectations of the conduct and practice governing bodies
should meet to comply with their duties in pensions legislation.
5. We assume users of this code will have a good knowledge of pensions law, and we do
not seek to set out in detail all the requirements of the law.
6. Additionally, in many instances, the code is not prescriptive about methods that
governing bodies should use to meet our expectations, in recognition that different
approaches may be appropriate for different schemes.
7. Governing bodies need to use their judgement as to what is a reasonable and suitable
method of ensuring compliance for their scheme.
8. This code of practice is issued by The Pensions Regulator under the powers given to us
in section 90 and section 90A of the Pensions Act 2004 and is a combined code in
accordance with section 90A(6)(a).
In this code, references to the law in Great Britain should be read as including
references to the law in Northern Ireland where appropriate.
9. The expectations we have set for governing bodies within this code have been
developed in light of our statutory objectives, which were introduced by the Pensions
Act 2004.
10. Codes of practice are not statements of the law and there is not usually a direct penalty
for failing to comply with them. However, they do set out our expectations of how
governing bodies should comply with their legal duties.
11. It is not necessary to follow all parts of a code of practice in every circumstance. Any
other approach, which is not in the code of practice, will need to meet the underlying
legal requirements and a penalty may be imposed if these requirements are not met.
See our Regulatory and enforcement policies for more details.
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General code of  practice
Status of the code of practice
12. The absence of reference to any piece of legislation must not be taken to mean that
governing bodies do not need to comply with that legislation.
13. When determining whether the legal requirements have been met, a court or tribunal
must take any relevant terms of a code of practice into account.
14. If there are grounds to issue an improvement notice, or a compliance notice, we may
direct a person to take, or refrain from taking, such steps as are specified in the notice.
These directions may be worded by reference to a code of practice issued by us.
15. Governing bodies should be confident that they have a working knowledge of the
pensions law relevant to them. If they do not, we urge them to consider whether they
are meeting the requirements for knowledge and understanding, as these apply to
them, and to undertake training as appropriate.
16. If governing bodies are, for any reason, unable to act in line with the standards referred
to by this code, they should consider if they have a statutory duty under section 70 of
the Pensions Act 2004 to assess and report breaches of the law.
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General code of  practice
The governing body:
Board structure
and activities
Role of the governing body page 9
Recruitment and appointment to the governing body page 12
Arrangements for member-nominated trustee appointments page 14
Appointment and role of the chair page 18
Meetings and decision-making page 20
Remuneration and fee policy page 23
 


	9. 9
General code of  practice
The governing body: Board structure and activities
Role of the governing body
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. The governing body is responsible for running a scheme. The governing body may
be trustees or managers of an occupational pension scheme or, in a public service
pension scheme, the scheme manager. Legislation may apply to each governing body
differently, depending on the type of scheme they govern.
2. The governance of a public service pension scheme will need to take into account
the differing responsibilities of the scheme manager, pension board and, where
appropriate, pension committee. Each public service pension scheme should determine
who fulfils the role of scheme manager according to their regulations and local
arrangements. This code also sets out expectations for pension boards to help them
assist the scheme manager. A pension board must have an equal number of employer
and member representatives1
.
3. Those responsible for appointing members to the governing body should do so using
the principles of proportionality, fairness, and transparency while also considering the
mix of skills and experience needed by the governing body. As far as possible, the
governing body should be well-balanced and diverse, with its members demonstrating
varied skills, knowledge and experience. See also Recruitment and appointment to the
governing body. The law also requires that members of certain governing bodies are fit
and proper to carry out their duties2
.
4. In some cases, legislation may dictate how the governing body is made up, who can
be a member and how members are appointed3,4,5
. The governing body remains
accountable for any functions it delegates to third parties. Read more about appointing
and managing relationships in Managing advisers and service providers.
5. Our expectations for how trustees of trust schemes6
should act can be found below.
They also represent appropriate standards for the governing body of other schemes.
1 Section 5 of the Public Service Pensions Act 2013 [Article 5 of the Public Service Pensions Act
(Northern Ireland) 2014]
2 Section 3(1) Pensions Act 1995 [Article 3(1) Pensions (Northern Ireland) Order 1995]
3 Section 29(1) Pensions Act 1995 [Article 29(1) Pensions (Northern Ireland) Order 1995]
4 Section 5(4) of the Public Service Pensions Act 2013 [Article 5(4) of the Public Service Pensions Act
(Northern Ireland) 2014]
5 Sections 241 to 243 Pensions Act 2004 [Articles 218 to 220 Pensions (Northern Ireland) Order 2005]
6 Section 3(1) Pensions Act 1995 [Article 3(1) Pensions (Northern Ireland) Order 1995]
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General code of  practice
The governing body: Board structure and activities
Role of the governing body
6. Expected behaviours and standards:
a. Act honestly and with integrity, competence, and capability.
b. Act with financial probity, including in matters outside their role.
c. Meet their legal obligations and govern their scheme properly and according to
scheme rules.
d. Act in the interest of scheme members and beneficiaries.
e. Seek to ensure that all scheme members, whether active, deferred, drawing a
pension, or in a decumulation phase, benefit from good governance, see Systems
of governance.
f. Be open and honest in their dealings with us.
g. Have or be able to acquire the appropriate levels of knowledge and understanding
(see Knowledge and understanding) and keep these up to date (see Governance
of knowledge and understanding).
h. Identify and, where relevant, challenge others on any potential or actual failure to
comply with the scheme rules, regulations, and legislation (see Managing advisers
and service providers).
i. Where acting in a professional capacity, members of governing bodies should be
financially sound and not be experiencing severe trading difficulties.
j. Those acting as professional trustees should comply with our professional
trustee standards and guidance, and professional codes of conduct and trustee
accreditation, such as those published by the APPT and PMI.
 


	11. 11
General code of  practice
The governing body: Board structure and activities
Role of the governing body
Glossary
Active member
An employee qualifies for benefits that continue to accrue as a member of the
employer’s benefits scheme.
Decumulation
The phase during which a member converts their pension savings into retirement
income or makes a legitimate withdrawal from their pension pot.
Deferred member
A person with benefits preserved in the scheme.
Pensioner member
A person who is receiving pension payments or other benefits for their pensionable
service under the scheme or through transferring into it.
Pension board
The board set up as required by section 5 of the Public Service Pensions Act 2013, to
assist the scheme manager with matters set out in that section.
Scheme manager
The person responsible for managing or administering:
• the scheme, and
• any statutory pension scheme that is connected with it
(See section 4 of the Public Service Pensions Act 2013).
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General code of  practice
The governing body: Board structure and activities
Recruitment and appointment to the governing body
1. Trustees and scheme managers should have processes in place to exercise any powers
they have in recruiting and appointing members to the governing body. This also
applies to public service scheme pension boards. Please also see Arrangements for
member-nominated trustee appointments.
2. Many schemes will have governing bodies where appointments are made by the
sponsoring employer or in accordance with scheme-specific legislation. In these
cases, the governing body, or pension board, should seek to inform those making the
appointment of the expectations and any legislative requirements placed on members
of the governing body.
3. The governing body may wish to consider good practice approaches to make sure its
recruitment practices are inclusive. It is important to regularly review the governing
body’s membership to ensure a diverse spread of members with varied technical skills
and experience.
4. Our expectations for appointing service providers and advisers can be found in
Managing advisers and service providers.
5. Processes for appointing members to the governing body should have the
following features:
a. Be clear who is responsible for the recruitment, selection, and
appointment process.
b. Include any input required from other parties.
c. Identify gaps in skills and competencies across the governing body and
how these can be addressed within a defined timescale.
d. Have a succession plan in place to maintain the skills and competencies
needed by the governing body to operate properly.
e. Document the principles for determining any remuneration of members
of the governing body (see Remuneration and fee policy).
f. Document processes to deal with temporary and extended absenteeism for
members of the governing body.
g. Have a resignation and removal policy which provides clarity on who can
remove a member of the governing body, under what circumstances and
the steps for doing so.
h. Follow any scheme rule or regulation requiring representation1
of certain
bodies or groups and have a process to ensure this is maintained.
i. Include a procedure for appointing a chair (see Appointment and role of the chair).
1 Section 5 of the Public Service Pension Act 2013 and [section 241 and 242 of Pensions Act 2004]
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General code of  practice
The governing body: Board structure and activities
Recruitment and appointment to the governing body
6. When recruiting members to the governing body of a relevant multi-employer scheme,
further requirements will apply. The governing body of a relevant multi-employer
scheme2
must:
a. follow specific rules on representation and independence of the trustees , including
restrictions on how long a trustee can remain in post as a non-affiliated trustee
b. have at least three trustees, or where there is a sole corporate trustee that isn’t a
professional trustee body (a professional trustee body is treated as one trustee),
that trustee must have at least three directors
c. appoint non-affiliated trustees in an open and transparent way
d. have a process in place to encourage scheme members, or their representatives,
to speak up about matters that affect them
2 Section 1(2) The Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulation 1
Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
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General code of  practice
The governing body: Board structure and activities
Arrangements for member-nominated
trustee appointments
1. Some governing bodies must establish and implement arrangements that enable at
least one-third of their trustees to be member-nominated trustees (MNTs). However,
there are many exemptions to this. Trustees should consider seeking legal advice where
they believe an exemption may apply and record any conclusion reached1,2,3
.
2. The cost and nature of MNT arrangements should be in proportion to the
circumstances of the scheme. The arrangements should also include nomination and
selection processes that are fair and transparent for all scheme members. Treating
members fairly does not, however, mean that all categories of members need to be
treated the same.
3. It is good practice to consider how MNT arrangements can be designed to support
applications and nominations representing the diversity of the scheme’s population –
to encourage a wider and more representative pool of prospective candidates.
4. The governing body should have MNT arrangements in place within six months of a
scheme’s start date. However, this period may vary according to the scheme’s size,
structure, and circumstances.
1 Sections 241(8) and 242(10) of the Pensions Act 2004 [Articles 218(8) and 219(10) Pensions (Northern
Ireland) Order 2005]
2 Regulations 2 and 3 The Occupational Pensions Schemes (Member-nominated trustees and directors)
Regulations 2006 [Regulations 2 and 3 The Occupational Pensions Schemes (Member-nominated trustees
and directors) Regulations (Northern Ireland) 2006]
3 Among the exemptions are schemes where all the trustees or directors are independent, as defined in
section 23 of the Pensions Act 1995 [Article 23 of the Pensions (Northern Ireland) Order 1995]
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Expectations for member-nominated trustee arrangements
5. The governing body should follow the law and its scheme’s governing documents
when establishing MNT arrangements. The governing body should document how
its arrangements comply with these requirements. They may also wish to record the
reasons for any decisions made while establishing the processes.
6. Arrangements for the nomination of prospective MNTs:
a. must include a process for active and pensioner members, or any organisation
that adequately represents these groups, to nominate potential candidates for
MNT positions.
b. may include a process for deferred members to nominate potential candidates
for MNT positions.
c. should include the eligibility criteria for prospective nominees, considering any
legislation that prohibits certain individuals from being trustees. Read more in
Recruitment and appointment to the governing body.
d. must ensure that a nominee who is not a member of the scheme has the
employer’s approval to qualify for selection, where this is required by the employer4
.
e. Should, following discussions with the employer as to whether nominees who are
not members of the scheme will be eligible to be candidates, set out the eligibility
of nominees who are not members of the scheme for nomination and selection.
7. Arrangements for the selection process:
a. must include arrangements to determine who to appoint as trustee when there are
more nominations than vacancies.
b. may provide that if there are fewer nominations than vacancies, the governing
body may still run a selection process if they consider it appropriate.
c. must include some, or all, of the scheme members, although the chosen methods
of selection may vary according to the circumstances of the scheme.
4 Sections 241(5)(c) and 242(5)(c) The Pensions Act 2004 [Articles 218(5)(c) and 219(5)(c) Pensions
(Northern Ireland) Order 2005]
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8. The nomination and selection process should take place within six months of an MNT
vacancy arising. Reasonable periods for completing the nomination and selection
process will vary according to the scheme’s size, structure, and circumstances.
9. If there are still unfilled MNT vacancies after the selection process, the governing body
must repeat the selection process at reasonable intervals – this should be no more than
three years from the end of an unsuccessful nomination process.
10. If there has been a material change to the scheme’s circumstances and/or membership
(for example, a bulk transfer in of new members or a significant number of
redundancies), a nomination and selection process should be done sooner.
11. Where there are sustained difficulties in recruiting MNTs which are affecting the quality
of governance, the governing body may wish to consider appointing a professional
trustee, subject to the scheme’s governing documentation.
Role of MNTs and reviewing arrangements
12. MNTs have no additional responsibilities compared to any other trustee. The governing
body must not exclude MNTs from the exercise of any trustee functions solely because
they are an MNT. More information about our expectations for appointing MNTs can be
found in the modules: Recruitment and appointment to the governing body,
Knowledge and understanding and Governance of knowledge and understanding.
13. The governing body should document and review the scheme’s MNT arrangements
at least every five years. For schemes with larger memberships, or those with more
categories, a review every three years is more appropriate. Earlier reviews should
also be considered if there is a material change to the scheme’s circumstances
and/or membership.
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Arrangements for member-nominated trustee appointments
Communicating with scheme members
14. Our expectations for governing bodies communicating to scheme members at each
stage of the MNT process are detailed in paragraphs 15 to 17. The governing body
should use their established means of communicating with members (see also General
principles for member communications) and provide enough time for them to consider
their nominations.
15. The nomination stage communication should include:
a. the number of MNTs the scheme needs to have and the current number
of vacancies
b. an explanation of the role and what we expect of trustees
c. details of training that will be provided
d. any eligibility criteria
e. how to make a nomination and any time limits that apply
f. details of the selection process and what would happen if not enough
nominations are received
g. a contact for queries
16. The selection stage communication should include:
a. the outcome of the nomination stage
b. details for members involved in the selection stage of their next steps
c. the selection method
17. The outcome communication should include:
a. an explanation of the process and details of any appointments that were made
as a result of this
b. where not enough nominations were received to fill all vacancies, confirmation of
when the process will be repeated
Glossary
Corporate trustee
A company that acts as a trustee for a scheme and, in some cases, may be the
sole trustee.
Member-nominated trustee (MNT)
Trustees who are nominated because of a process involving all active and pensioner
members of a scheme or an organisation that adequately represents these groups,
and that are then selected by a process involving some, or all, of the scheme
members. MNTs should be taken to include ‘member-nominated directors’ (MNDs)
of corporate trustees.
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Appointment and role of the chair
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. The governing body of an occupational pension scheme, and any committee, need
to appoint a chair as good practice. The governing body of a relevant scheme1
must
appoint someone as chair, and for certain schemes, the role of chair will form part of its
effective system of governance. See also Systems of governance.
2. The role of chair is an important one, and the appointment should be carried out
within a robust and documented process. The members of the governing body remain
responsible for running the scheme and are equally responsible for any decisions taken.
3. Where it exists, the legal duty to appoint a chair typically falls on the governing body,
although the chair may be appointed by an employer. The governing body should
review its scheme’s rules and other relevant scheme documents, which in the case of a
corporate trustee, will include that company’s articles of association or constitution in
order to check whether there is a scheme-defined process for appointing a chair.
Specific requirements for relevant schemes
4. The identity of the person appointed as chair must comply with the provisions of
regulation 22 of the Scheme Administration Regulations2
. The chair has the extra
responsibility of signing the annual chair’s statement3
. See Chair’s statement.
5. A chair of trustees must be appointed within three months of a scheme being
established or within three months of an existing chair resigning or being removed4
.
Trustee boards should treat the timescale permitted by law as a maximum and
appoint a chair as quickly as possible. The governing body must inform us of the
name of the chair5
.
1 Regulation 1 of the Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulation
1 Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
2 Regulation 22(2) Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulation
22(2) Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
3 Regulation 23(1)(e) Occupational Pension Schemes (Scheme Administration) Regulations 1996[Regulation
23(1)(e) Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
4 Regulation 22 Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulation 22
Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
5 Regulation 3(1)(da) Register of Occupational and Personal Pension Schemes Regulations 2005 [Regulation
3(1)(a) Register of Occupational and Personal Pension Schemes Regulations (Northern Ireland) 2005]
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Expectations of a chair
6. We do not expect a higher standard of knowledge from the chair. As a matter of
good practice, the chair needs to be able to demonstrate the skills and behaviours
outlined below:
a. Act as the leader of the governing body and demonstrate the standards of
behaviour expected from other members of the board.
b. Represent the interests of the scheme to all relevant parties, including employers,
advisers, service providers, and members.
c. Have an independent viewpoint when necessary and be able to manage potential
conflicts (see Conflicts of interest).
d. Be able to recognise each individual trustee’s potential, and ensure their
knowledge and skills are used effectively (see Knowledge and understanding).
e. Encourage members of the governing body to think strategically and take the
broad, long-term view.
f. Help achieve compromise and consensus between differing parties to achieve
good member outcomes.
g. Encourage participation from all members of the governing body, including
new members.
h. Be able to demonstrate elements of the following skills:
– Communication with the governing body and its stakeholders.
– Organising teaching, and training (sourcing if not delivering).
See Governance of knowledge and understanding.
– Debating, challenging, and negotiating.
– Ability to gather and understand diverse views.
– Managing conflicts of interest.
Glossary
Articles of association
The written rules about running the company agreed by the shareholders or
guarantors, directors, and the company secretary.
Relevant schemes
Schemes defined by Regulation 1(2) of the Occupational Pensions Schemes
(Scheme Administration Regulations) 1996.
 


	20. 20
General code of  practice
The governing body: Board structure and activities
Meetings and decision-making
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. The governing body should spend an appropriate amount of time running its scheme.
In most cases, the governing body will need to meet at least quarterly.
2. Under section 249A of the Pensions Act 20041
, governing bodies of certain schemes
must establish and operate an effective system of governance (see Systems of
governance) including internal controls (see Internal controls). However, there are
certain exemptions2
. The system of governance must be proportionate to the size,
nature, scale, and complexity of the activities of the scheme.
3. Under section 249B of the Pensions Act 2004, scheme managers of public service
pension schemes are required to establish and operate internal controls, which are
adequate for the purpose of securing that the scheme is administered and managed in
accordance with the scheme rules3
and with the requirements of the law.
4. Arrangements for meetings and decision-making for councils acting as local
government pension scheme authorities are set out in the Local Government Act 1972
and Local Government and Housing Act 1989 and apply to each council as appropriate.
5. The governing body must include the following in their written meeting records4,5
:
a. The date, time, and place of the meeting.
b. The names of all in attendance, including professional advisers or any other
person present.
c. The names of those invited to the meeting but who did not attend.
d. Any decisions made at the meeting, including the names of those who took
part in them.
e. Any decisions made outside a meeting since the previous meeting, or taken by a
committee/sub-committee, including the time, place, and date of the decision, and
the names of the members of the governing body who participated in the decision.
f. Decisions relating to the winding-up of the scheme6
.
1
2
3
4
Article 226A of The Pensions (Northern Ireland) Order 2005
Section 249A(3) of the Pensions Act 2004 [Article 226A (3) of The Pensions (Northern Ireland) Order 2005]
As defined in Section 318(2) Pensions Act 2004
Section 49 Pensions Act 1995 [Article 49 Pensions (Northern Ireland) Order 1995]; Regulations 12 and 13
Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulations 12 and 13
Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
5 Regulation 6 Public Service Pensions (Record Keeping and Miscellaneous Amendments) Regulations 2014
[Regulation 6 Public Service Pensions (Record Keeping and Miscellaneous Amendments) Regulations
(Northern Ireland) 2014]
6 Section 49A Pensions Act 1995[Article 49 Pensions (Northern Ireland) Order 1995]; the Occupational
Pension Schemes (Winding Up Notices and Reports etc) Regulations 2002 [the Occupational
Pension Schemes (Winding Up Notices and Reports etc) Regulations (Northern Ireland 2002]
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6. When planning and running meetings, governing bodies should:
Meeting processes and procedures
a. Understand and adhere to any prescribed governance processes in the scheme
rules and legislation.
b. Set the frequency of meetings for the governing body.
c. Agree the basis of attendance (for example, in person or online) and the
circumstances where this might change.
d. Establish the circumstances, including legislative restrictions7
, where and how
extraordinary meetings may be called.
e. Consider the complexity and urgency of any issues affecting the scheme to
determine the length of the meeting.
f. Ensure that postponed meetings are rescheduled.
g. Set expectations for governing body members to prepare for meetings, and
actions needed in between them.
h. Agree who has responsibility for setting the agenda and who else is consulted
in its development.
i. Agree standing agenda items, for example, Risk register and Conflicts of interest
items, and administration tasks.
j. Establish how many members of the governing body need to attend for any
meeting to be considered quorate.
k. Consider the extent to which the governing body can influence or direct other
parties (such as sponsoring employers) in decisions that may have material
consequences for the scheme or the business supporting it.
Decision-making
l. Ensure that decisions are made according to scheme rules and regulations, and
any sub-committees’ terms of reference.
m. Keep records about any decisions taken by members of the governing
body, including related advice or information received, and any conflicts of
interest declared.
n. Establish appropriate retention periods for records of decisions made.
o. Consider publishing information about their activity (see General principles for
member communications), for example, through regular member communications,
including information that has been requested, to encourage scheme member
engagement and promote a culture of transparency.
7 Section 32 Pensions Act 1995 [Article 32 Pensions (Northern Ireland) Order 1995]; Regulations 9 and 10
Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulations 9 and 10
Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
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Meetings and decision-making
Glossary
Internal controls
• Arrangements and procedures to be followed in the administration and
management of the scheme,
• Systems and arrangements for monitoring that administration and
management, and
• Arrangements and procedures to be followed for the safe custody and security of
the assets of the scheme (Section 249A of the Pensions Act 2004).
Quorate
The necessary representation of members of the governing body to make a decision.
Scheme rules
The rules and associated documentation that set out how a given scheme is to operate.
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Remuneration and fee policy
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. This module is for those schemes with more than 100 members that are required to
operate an effective system of governance, see Systems of governance. There are
some exceptions1
. Other schemes may wish to adopt these principles as good practice.
2. A remuneration policy sets out the basis and means for paying those undertaking
activities in relation to the scheme that are paid for by the governing body.
3. Relevant governing bodies should establish a remuneration policy and keep a written
record of it. This policy should:
a. be in proportion to the size, scale, nature, and complexity of scheme activities
b. support the sound, prudent, and effective management of the scheme
c. be aligned with the scheme’s long-term interests and help assess the value of the
remunerated services
d. set out the principles for determining pay and the decision-making process for
payment levels
e. cover all persons or corporate bodies including service providers, who effectively
run the scheme, those who carry out key functions, or whose activities materially
impact the scheme’s risk profile
f. include measures to mitigate potential conflicts of interest and focus on ‘in-house’
roles, such as trustees, trustee secretary, administrators, and subcommittees
g. be reviewed at least every three years, but in most cases, it will be appropriate to
do so annually, or immediately following any significant changes to the scheme’s
governance arrangements
h. include an explanation of the decision-making process for the levels of
remuneration, and why these are considered appropriate
Glossary
Risk profile
Includes consideration of the scheme’s membership demographics, funding, asset
allocation, and sponsor covenant (where applicable).
1 Section 249A (3) Pensions Act 2004 [Article 226A (3) Pensions (Northern Ireland) Order 2005]
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Knowledge and understanding
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. All governing bodies should maintain a list of items the members of the governing
body should be familiar with. The list should be available in an accessible format and
reviewed regularly. The governing body should regularly carry out an audit of skills and
experience and review its members’ experience to identify gaps and imbalances, which
will help inform training and recruitment needs. Our expectations for learning and
development are set out in Governance of knowledge and understanding.
2. Our expectations of knowledge and understanding apply equally to any individual who
exercises any trustee function within a company acting as trustee of the scheme1
.
3. Within public service schemes the requirements for knowledge and understanding
fall on pension board members2
. It is good practice for the scheme managers, or their
delegates, to achieve at least basic competence.
4. Professional trustees, and those appointed because of their specialist expertise,
should be able to demonstrate a greater level of knowledge than members without
such expertise. In addition to the matters listed below, and as good practice,
professional trustees should be able to demonstrate progress towards, completion
of, or compliance with, a relevant standard for professional trustees or a recognised
appropriate qualification.
5. Our expectations in relation to learning and maintaining knowledge can be found in
Governance of knowledge and understanding.
1 Section 247 and 248 Pensions Act 2004
2 Section 248A Pensions Act 2004
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Knowledge and understanding
Specific expectations for trustees of occupational pension schemes
6. Trustees must3
be familiar with:
a. the trust deed and rules of the scheme
b. any statement of investment principles
c. in relation to a scheme providing defined benefits (DB), any statement
of funding principles
d. any other policy relating to the administration of the scheme generally
7. Trustees must also have knowledge and understanding, at a level that is sufficient to
enable them to properly exercise their role, of:
a. the law relating to pensions and trusts
b. the principles of funding pension schemes
c. investing assets of pension schemes
General expectations for all relevant governing bodies
8. Anyone who has a requirement for knowledge and understanding should have a
working knowledge of the items listed in 9 to 15 below. The lists are not exhaustive, and
some elements of them will not be relevant to certain schemes; governing bodies and
pension boards should tailor this list to the circumstances of their own scheme.
3 Section 247 Pensions Act 2004
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Knowledge and understanding
9. Pensions law and associated legislation:
a. The roles, responsibilities, and duties of the governing body.
b. The governing body’s liabilities and potential liability for decisions made.
c. The law relating to pensions and trusts.
d. The definition and nature of a pension trust (if applicable).
e. The separation of the scheme’s assets (if applicable) from any
sponsoring employer.
f. Fiduciary duties and safeguarding the financial interests of all beneficiaries.
g. The responsibility to act prudently and according to the scheme rules.
h. Other legislation that might affect the scheme and the governing body,
for example:
– anti-discrimination
– data protection
i. Our codes of practice as they apply to the scheme.
j. Proposals for legislative change.
k. Tax treatment of pension schemes.
l. Main features of the state pension provision.
m. Key elements of automatic enrolment legislation.
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Knowledge and understanding
10. The scheme:
a. Trust deed, rules, and any amendments (if applicable).
b. Scheme regulations and statutory guidance (public service schemes only).
c. The governing body’s powers and discretions.
d. The benefit structure, including the pension or decumulation options
available to members.
e. The balance of powers between the governing body and the employer.
f. Any written policies and procedures relating to:
– internal dispute resolution
– the appointment of members of the governing body
g. Statements of policy about the exercise of discretionary functions.
h. How policies, practices, and scheme rules are reviewed and amended.
i. Terms of reference, structure, and operational policies of any sub-committees of
the governing body.
j. Any admission body policies (public service schemes only).
k. Any categories of membership of the scheme.
l. The annual chair’s statement (certain defined contribution (DC) schemes).
See Chair’s statement.
m. The scheme’s remuneration policy (where applicable).
11. Scheme funding and investments:
a. Statement of investment principles (if applicable).
b. Statement of funding principles (if applicable).
c. Any policies the governing body has adopted about stewardship of investments,
environmental, social and governance matters and climate change. See
Stewardship and Climate change.
d. The choice of investments, if any, offered to members, and any
default arrangement.
e. The contribution rate(s) or amount(s) payable by employers participating
in the scheme.
f. The contribution rate(s) or amount(s) payable by scheme members participating
in the scheme.
g. The impact of investment charges and fees. See also Value for members.
h. The key features and processes of investment management.
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Knowledge and understanding
12. Principles of investment (excluding LGPS):
a. How investments can affect scheme member outcomes.
b. Awareness of diversity and inclusion on investment decisions, such as if scheme
investments are aligned with member’s responsible investment preferences or
religious beliefs.
c. Custody arrangements, including monitoring and record keeping.
d. The operation of financial markets.
e. The major asset classes and their characteristics.
f. Characteristics of alternative asset classes, financial instruments, and investment
techniques.
g. The implications of overseas investment, including foreign exchange risk and
political risk.
h. The nature of financial risk, including:
– risk/reward profile of each major asset class
– basic principles of matching assets to liabilities (DB)
– basic principles of matching assets to pension expectations (DC)
– managing risk by diversifying assets.
i. The investment strategy adopted by the governing body.
13. Risk management:
a. The risk register.
b. The schemes’ own risk assessment, where applicable.
c. Risk assessment framework and risk management policies for the scheme.
d. Any policies and procedures, including documentation relating to:
– Conflicts of interest
– Reporting breaches
– Maintaining scheme contributions
– Gifts and hospitality
e. The governing body’s cyber security policies (see Cyber controls).
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Knowledge and understanding
14. Scheme administration and service providers:
a. The need to obtain professional advice in certain circumstances.
b. The pension administration strategy or equivalent documents, setting, for example,
details of performance targets.
c. The law and our expectations in relation to financial transactions
(see Financial transactions).
d. Whether the scheme is being used for automatic enrolment.
e. The roles and responsibilities of appointed advisers and service providers.
f. Any policies and procedures, including documentation relating to:
– Record-keeping
– Cleaning and maintaining data
– collection of data
15. Scheme communications:
a. Any scheme-approved booklets, announcements, and other key communications
to scheme members and employers.
b. Statements of policy about communications with scheme members
and employers. See General principles for member communications.
c. Policies relating to the public provision of information and information given
on request.
d. Where applicable, procedures for dealing with freedom of information requests.
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Knowledge and understanding
Glossary
Accessibility
Making sure that communications and online services can be used and understood
by as many people as possible. This includes those with impaired vision or hearing,
motor difficulties, cognitive impairments and learning disabilities. The government has
produced helpful guidance on this: https://www.gov.uk/government/publications/
inclusive-communication/accessible-communication-formats
Beneficiary
A person who benefits from a trust; the member, spouse, or children, for example.
Custody arrangement
An arrangement where a third party holds assets on behalf of someone else (a
pension scheme, for example). The custodian may carry out certain reconciliation and
transaction activities.
Decumulation
The phase during which a member converts their pension savings into retirement
income or makes a legitimate withdrawal from their pension pot.
Employer covenant
The extent of the employer’s legal obligation and financial ability to support the
pension scheme now and in the future.
Money laundering
The concealment of the origins of illegally obtained money.
Passive management
Passive management (also called passive investing) is an investing strategy that tracks
a market-weighted index or portfolio rather than making decisions about specific
stocks or assets to hold.
Pension Protection Fund
A statutory fund in the United Kingdom, intended to provide limited protection to DB
scheme members if their pension scheme winds up without sufficient funds to pay all
the benefits.
Professional trustee
A person whose business includes trusteeship. Someone will normally be considered
a professional trustee if they have represented themselves to one or more unrelated
schemes as having expertise in trustee matters generally (rather than just in certain
areas). See https:/
/www.thepensionsregulator.gov.uk/en/trustees/professional
pension-trustee-standards
Recovery plan
A plan put in place to enable a DB scheme to return to being fully funded on a
statutory basis.
Scheme rules
The rules and associated documentation setting out how a given scheme is to operate.
Working knowledge
Sufficient knowledge of the items, so that they can be used effectively when required
to do so.
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Governance of knowledge and understanding
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. This module applies to schemes required to maintain an effective system of
governance1
, (see Systems of governance), and to the pension boards of public
service pension schemes.
2. It is important that the governing body, or pension board, can demonstrate
that, as a group, they possess the skills, knowledge, and experience2
to run the
scheme effectively.
3. The governing body should:
a. have a balance of skills and experience throughout the board and be able to
demonstrate this
b. be able to apply its knowledge to governing the scheme
c. have enough skills to judge and question advice or services provided by
a third party
d. be able to identify and address skills gaps
e. have enough understanding of industry good practice and standards to assess
scheme performance and its service providers. See Managing advisers and
service providers.
f. keep records of the learning activities of individual members and the body
as a whole
g. be able to demonstrate steps it has taken to comply with the law
h. have and maintain training and development plans to ensure that individual and
collective knowledge and understanding is kept relevant and up to date. See
Knowledge and understanding.
4. Members of a governing body should be aware that their responsibilities and duties
begin from the date they take up their post.
1 Section 249A Pensions Act 2004 [Articles 226A of The Pensions (Northern Ireland) Order 2005]
2 Sections 247-248 Pensions Act 2004
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Governance of knowledge and understanding
5. Members of governing bodies required to have knowledge and understanding
should invest enough time in their learning and development, alongside their other
responsibilities and duties. Governing bodies should provide the necessary training
and support. Trustees of occupational pension schemes have the right to time off to
perform their duties as a trustee of their employer’s scheme and for trustee training3
.
6. Learning programmes should be flexible, allowing those taking them to update areas
of learning and to acquire new knowledge. Members of governing bodies
who take on new responsibilities will need to ensure they gain relevant knowledge
and understanding.
7. As a matter of good practice members of governing bodies can work towards
completing our trustee toolkit (or public service toolkit for members of pension boards
of public service schemes) or equivalent learning programme.
8. To enable governing bodies to ensure their knowledge and understanding is
established and maintained, members of a governing body should:
a. be able to demonstrate the basic level of knowledge and understanding needed to
run their scheme within six months4
of their appointment5
.
b. start on a programme of learning immediately on appointment, if not before, in
conjunction with a scheme-specific induction programme, if one is provided
c. undertake advanced scheme-specific learning once a good understanding of the
scheme has been obtained
d. consider how they are meeting our expectations of knowledge and understanding.
e. review their own knowledge and understanding and identify any gaps at least
annually, particularly in relation to changes in legislation or their scheme
f. keep records of any review of knowledge and understanding and steps taken to
address any gaps
g. keep records of any alternative or further learning activity (for example, reading,
attending conferences, sessions with the scheme advisers)
3 See section 58 of the Employment Rights Act 1996 [Article 86 The Employment Rights (Northern Ireland)
Order 1996]
4 This does not apply to professional trustees, or those appointed to the governing body in a professional
capacity, or for their specialist expertise. Those individuals should be able to demonstrate the relevant
competency from the day of appointment.
5 Sections 247 and 248 of The Pensions Act 2004 [Articles 224 and 225 of The Pensions (Northern Ireland)
Order 2005]
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Value for members
1. Unless exempt1
, governing bodies of trust-based occupational pension schemes
providing defined contribution (DC) benefits must, at least annually:
a. calculate the charges, and as far as they can, the transaction costs borne by
members’ funds
b. assess the extent to which the charges and costs borne by members represent
good value for members2
(VFM)
c. explain their assessment of VFM in the annual chair’s statement3
and publish the
explanation on a publicly accessible website. See also Chair’s statement.
2. Hybrid schemes should consider VFM for their DC benefits alone, separately to any
defined benefits they provide.
3. Schemes with assets under £100m that have been operating for at least three years
must carry out a more detailed value for members assessment at every scheme year
end after 31 December 2021. The governing bodies of these schemes must follow the
statutory guidance on VFM assessments.
4. Paragraphs 5 and 7 below describe how governing bodies not subject to the more
detailed VFM assessment should assess, determine, and manage VFM.
5. In assessing VFM, governing bodies should:
a. Engage early with relevant parties, such as investment managers, administrators,
and scheme advisers, and establish the lead in time required to provide information
about charges and costs.
b. Record any problems faced in obtaining the necessary information and the steps
taken to resolve them.
c. Document the evidence used to arrive at conclusions.
1 Regulation 25(1) Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulation
25(1) Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997].
See the definition of ‘relevant scheme’ for the exemptions.
2 Regulation 25(1) Occupational Pension Schemes (Scheme Administration) Regulations 1996 [Regulation
25(1) Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997]
3 Regulation 23(1)(c) Occupational Pension Schemes (Scheme Administration) Regulations 1996
[Regulation 25(1)(c) Occupational Pension Schemes (Scheme Administration) Regulations (Northern
Ireland) 1997]
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Value for members
6. In determining VFM governing bodies should:
a. Make efforts to understand the characteristics of their members in a way that is
proportionate to the scale, size, and resources of their scheme.
b. Consider characteristics such as scheme member demographics and, where
possible, their salary profile.
c. Consider all available evidence when exercising judgement about what represents
VFM. Remembering that VFM does not necessarily equate to ‘low cost’.
d. Where direct member feedback is limited, consider what other methods can be
used to assess VFM.
e. Consider using publicly available industry research reports to compare their
scheme to similar ones.
f. Where the costs of a service are shared between members and employers (for
example, through a rebate arrangement, or a proportional contribution from the
employer, as opposed to a distinct division of cost) take into account all elements
of services provided when carrying out their assessment and set out the basis of
cost sharing in their explanation of the VFM assessment in the chair’s statement.
7. Where governing bodies have identified areas of poor VFM, they may wish to consider
the following actions:
a. Document the issues identified, as well as the steps needed to improve VFM in
those areas.
b. Where it is not possible to improve VFM, document the reasons for this.
c. Where they are unable to resolve matters leading to poor VFM, consider whether
winding the scheme up is an appropriate action.
d. Where the power to trigger winding up sits with the sponsoring employer,
engaging with the employer regarding whether to wind up the scheme.
e. Record the outcome of this consideration and review it at agreed intervals whilst
poor value persists.
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Managing advisers and service providers
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. Governing bodies of schemes with 100 or more members1
that are required to maintain
an effective system of governance should follow the processes set out in paragraphs 6
to 9 below for selecting, appointing, managing, and replacing professional advisers and
service providers. Other schemes may wish to consider them as good practice.
2. The governing body often appoints professional advisers and service providers to its
scheme. In some cases2
, the governing body is required to make these appointments.
Advisers and service providers may be appointed to carry out specific tasks such as
administration. They also provide advice and supplement the skills and knowledge of
the governing body.
3. Where the governing body appoints advisers and service providers, it retains ultimate
accountability. The governing body should be able to demonstrate that it can manage
commercial relationships. The principles below apply equally to in-house and third-
party appointments.
4. When appointing service providers, governing bodies of certain defined contribution
schemes must disregard any requirements of the trust deed or scheme rules which
prescribe or restrict the choice of any adviser or service provider to the scheme3
.
5. The policies described below regarding outsourcing should:
a. only take effect after they have been approved by the governing body, and
b. be reviewed at least once every three years.
1 Section 249A Pensions Act 2004 [Article 226A Pensions (Northern Ireland) Order 2005]
2 Section 47 Pensions Act 1995 [Article 47 Pensions (Northern Ireland) Order 1995]
3 Regulation 6A Occupational Pension Schemes (Scheme Administration) Regulations 1996
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Managing advisers and service providers
6. In selecting advisers and service providers, governing bodies should:
a. Establish agreed and documented policies for making appointments to the
scheme. These should be reviewed at least every three years, and before
commencing any procurement or appointment process.
b. Consider running a tender process when appointing advisers and service providers,
and commit enough time and resources.
c. Carefully consider any proposed degree of delegation, as well as the experience
and skill set of the chosen service provider.
d. Be familiar with and understand the impact of the terms and conditions of
contracts with service providers (See our Scheme management skills guidance).
e. Review relevant independent frameworks, such as ISO certification or accreditation
frameworks for specialist functions like administration.
f. Assess service providers and carry out due diligence as part of the
appointment process.
g. Clearly set out the roles and responsibilities of service providers and advisers.
7. When appointing advisers and service providers, governing bodies should:
a. agree appropriate delegations and procedures for referral
b. agree performance indicators on appointment and secure accountability within the
service provider
c. include a process for managing advisers, recording decisions taken as well as
escalation points
d. ensure the flow of communication with the service provider or adviser, so all
parties have the necessary information to make key decisions and to fulfil their
assigned roles
e. take steps to identify and manage conflicts of interest. See Conflicts of interest.
f. understand the implications of data protection legislation4
for any information that
will be shared with or handled by service providers
4 Data Protection Act 2018 and UK GDPR
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Managing advisers and service providers
8. When managing advisers and service providers, governing bodies should:
a. seek to ensure that advisers make you aware of any relevant obligations,
professional conduct rules and whistleblowing requirements that they may be
obliged to follow
b. ensure service providers are able to demonstrate that they are fulfilling the
requirements of any legal obligation that has been delegated to them
c. ensure service providers are able to demonstrate that they have adequate internal
controls relating to the services they provide. See Internal controls and Assurance
reports on internal controls.
d. regularly assess performance against agreed key performance indicators (KPIs)
and service level agreements (SLAs). Record outcomes and ensure all actions are
allocated for remedy with progress tracked
e. review the performance of advisers and service providers against the objectives
set for them, including strategic objectives. See our objective setting guidance.
f. Periodically review the market for relevant service providers and consider if the
scheme continues to receive quality service and value for money. This may be part
of any value for members assessment run by the scheme.
g. Have enough knowledge and understanding to enable them to fully understand
any advice or information they receive.
h. Understand how any advice or information they receive affects decisions or
activities that they are legally responsible for.
i. Have a process to ensure that improvements are made where poor service
is identified.
j. Work with service providers to understand and secure any necessary resources to
deal with forthcoming legislative or scheme changes.
k. Have clear documented procedures in place, to allow a continuous and consistent
service if the service provider changes or fails. See Scheme continuity planning.
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Managing advisers and service providers
9. There may be circumstances where it is necessary for the governing body to replace an
adviser or service provider. This may include cases where service has been consistently
poor or no longer demonstrates good value; or where a contract is not or cannot be
renewed. In such circumstances, it would be appropriate for the governing body to act
to ensure that there is no member detriment from their actions. In replacing advisers
and service providers, governing bodies should:
a. Consider the interests of the scheme members when replacing the adviser or
service provider.
b. Understand the impact of the terms and conditions of contracts, including any fees
or penalties, and procedures for releasing relevant information to the governing
body and new advisers.
c. Understand the risks associated with transitioning to a new provider and put plans
in place to mitigate them.
d. Plan effectively for the transition to a new adviser or service provider, setting out
the key steps, actions, decisions, owners, and timescales, including how costs will
be met.
Glossary
Advisers
In the context of the code of practice, advisers is a broad-reaching term and may
refer to one or more of the following: actuary, benefit consultant, lawyer, independent
financial adviser, investment consultant, insurance broker, professional trustee,
investment manager, fiduciary manager.
Key performance indicator
A quantifiable measure which can be used to evaluate success.
Service level agreements
An agreement between a service provider and governing body setting
contractually binding service levels that are to be met by the service provider in
providing the service.
Service providers
Any person or body providing services to a pension scheme, including advisers.
Examples include insurer, administrator, accountant, and auditor.
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Identifying, evaluating, and recording risks page 43
Internal controls page 47
Assurance reports on internal controls page 50
Scheme continuity planning page 53
Conflicts of interest page 55
Own risk assessment page 61
Risk management function page 65
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Identifying, evaluating and recording risks
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. Under section 249A of the Pensions Act 20041
, governing bodies of certain schemes
must establish and operate an effective system of governance (see Systems of
governance) including internal controls (see Internal controls). However, there are
certain exemptions2
. The system of governance must be proportionate to the size,
nature, scale, and complexity of the activities of the scheme.
2. Under section 249B of the Pensions Act 20043
, scheme managers of public service
pension schemes4
are required to establish and operate internal controls, which are
adequate for the purpose of securing that the scheme is administered and managed in
accordance with the scheme rules5
and with the requirements of the law.
3. Before designing internal controls, the governing body should identify risks, record
them, and regularly review and evaluate them. The evaluation of risks will help the
governing body determine which risks require internal controls to be put in place to
reduce their incidence and impact (see Internal controls).
1 Article 226A of The Pensions (Northern Ireland) Order 2005
2 Section 249A(3) of the Pensions Act 2004 [Article 226A (3) of The Pensions (Northern Ireland)
Order 2005]
3 Article 226B of The Pensions (Northern Ireland) Order 2005
4 As defined in section 318(1) of the Pensions Act 2004 [Article 2(2) of The Pensions (Northern Ireland)
Order 2005]
5 As defined in Section 318(2) of the Pensions Act 2004 [Article 2(3) of The Pensions (Northern Ireland)
Order 2005]
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Identifying risks
4. The range of risks will vary from scheme to scheme and may include matters such as
investment, employer covenant, funding, administration, communications, fraud, and
pension payment, or decumulation options.
5. The governing body should identify risks including:
a. scheme investments, including asset-liability management (if applicable).
See Investment governance.
b. those affecting operational resilience, including where those risks belong to service
providers. See Scheme continuity planning.
c. insurances, compensation funds, and other risk-mitigation techniques
d. environmental, social, and governance risks (if applicable). See Stewardship and
Climate change.
e. scheme funding and the strength of the employer covenant (if applicable)
f. the risk of fraud
g. failure to comply with the law and/or scheme rules
h. poor record-keeping, poor administration, and IT and database failures
i. cyber security risks. See Cyber controls.
j. governance and decision making, or existing controls are not operating to the
standard required by pensions legislation
k. actual or potential conflicts of interest (the module on conflicts of interest sets out
the actions that governing bodies should take in relation to these matters)
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Evaluating risks
6. The governing body should evaluate all the risks faced by their scheme to determine
the key risks. They should then set acceptable parameters for each key risk with
key indicators.
7. In evaluating risks, the governing body should:
a. set scheme objectives (for example, to provide pensions benefits)
b. refer to documents the governing body is required to be familiar with.
See Knowledge and understanding.
c. consider relevant sources of information, such as records of internal disputes
and breaches of law consider the various functions and activities carried out in
the running of the scheme
d. evaluate the likelihood and impact of the risks occurring
e. evaluate the likelihood and impact of separate risks coinciding and the
interdependencies between such risks
f. be prepared to monitor, challenge, and review their risk evaluation process
and outputs
8. In recording and updating risk records, the governing body should:
a. record the risks identified and ensure that they are reviewed regularly (including
identifying new risks, such as significant changes affecting the scheme, employers,
and members)
b. record the key risks in a risk register and keep that up to date
c. maintain contingency plans for actions to be taken if risks materialise.
See Scheme continuity planning.
d. record and implement plans with target dates for mitigating risks
e. carry out ‘after action reviews’ and incorporate any lessons learnt
9. In allocating roles and responsibilities, the governing body should:
a. have processes that establish ownership and a responsible party for monitoring
risk and issues between meetings of the governing body (particularly if the action
is the responsibility of a third party)
b. receive information from relevant parties (for example administrator, investment
manager) at least quarterly to enable the risk register to be updated
c. be able to recognise when professional advice is required.
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Identifying, evaluating and recording risks
Glossary
Asset liability management
The ongoing process of formulating, implementing, monitoring, and revising strategies
related to assets and liabilities, to achieve financial objectives for a given set of risk
tolerances and constraints.
Internal controls
• Arrangements and procedures to be followed in the administration and
management of the scheme,
• Systems and arrangements for monitoring that administration and
management, and
• Arrangements and procedures to be followed for the safe custody and
security of the assets of the scheme.
Public service pension scheme
Schemes as defined in s318(1) of the Pensions Act 2004, established under section 1
of the Public Service Pensions Act 2013, new public body pension schemes and other
statutory pension schemes which are connected to those schemes.
Sponsoring employer
The employer, or employers, responsible for making payments to a pension scheme
(see our Statement on identifying your statutory employer).
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Internal controls
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. Under section 249A of the Pensions Act 20041
, governing bodies of certain schemes
must establish and operate an effective system of governance (see Systems of
governance) including internal controls. However, there are certain exemptions2
. The
system of governance must be proportionate to the size, nature, scale, and complexity
of the activities of the scheme.
2. Under section 249B of the Pensions Act 20043
, scheme managers of public service
pension schemes4
are required to establish and operate internal controls, which are
adequate for the purpose of securing that the scheme is administered and managed in
accordance with the scheme rules5
and with the requirements of the law.
3. The legal obligations, in certain areas such as scheme funding and scheme investment,
are different for public service pension schemes6
. However, as far as these matters are
either set out in the scheme rules7
or in the requirements of the law, scheme managers
of public service pension schemes must establish and operate adequate internal
controls in relation to them.
4. Internal controls refer to all the following:
• the arrangements and procedures to be followed in the administration and
management of the scheme
• the systems and arrangements for monitoring that administration and
management, and
• arrangements and procedures to be followed for the safe custody and security of
the assets of the scheme.
5. Before designing internal controls, the governing body should identify risks, record
them, review them regularly, and evaluate them. See Identifying, evaluating and
recording risks. The evaluation of risks will help the governing body to determine which
risks require internal controls to be put in place to reduce their incidence and impact.
1 Article 226A of The Pensions (Northern Ireland) Order 2005
2 Section 249A(3) of the Pensions Act 2004 [Article 226A (3) of The Pensions (Northern Ireland)
Order 2005]
3 Article 226B of The Pensions (Northern Ireland) Order 2005
4 As defined in section 318(1) of the Pensions Act 2004 [Article 2(2) of The Pensions [Northern Ireland)
Order 2005]
5 As defined in Section 318(2) of the Pensions Act 2004 [Article 2(3) of The Pensions [Northern Ireland)
Order 2005]
6 As defined in section 318(1) of the Pensions Act 2004 [Article 2(2) of The Pensions (Northern Ireland)
Order 2005]
7 As defined in section 318(2) Pensions Act 2004 [Article 2(3) of The Pensions (Northern Ireland)
Order 2005]
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Internal controls
6. The governing body should design internal controls which ensure that the scheme is
administered and managed in accordance with the requirements of the law and the
scheme rules. The scheme’s internal controls should also:
a. include a clear separation of duties for those performing them, and processes for
escalation and decision-making
b. require the exercise of judgement, where appropriate, in assessing the risk profile
of the scheme and in designing appropriate controls.
7. The governing body should then make sure that their internal controls are documented.
8. A scheme’s internal controls should be reviewed:
a. in line with the timescales for own risk assessments for the governing body, who
are required to carry out such assessments, see own risk assessment
b. at least annually for governing bodies of public service pension schemes
9. However, the review of controls can be staggered if they address different areas of a
scheme’s operations or governance.
10. In addition, reviews should also be carried out when:
a. substantial changes to the scheme take place. These include changes to pension
scheme personnel, service providers, scheme advisors, or administration and other
IT systems
b. a control is not working to the standard required by the law.
11. A persistent failure to put internal controls in place could be a cause of an
administrative breach. If this failure is likely to be of material significance to us in
carrying out any of our functions, the governing body should submit a breach of law
report. See also Decision to report.
12. The governing body should be aware that an internal controls framework is not
infallible and will not eliminate error or fraud from pension schemes. At any stage in a
process where judgement is involved, the possibility of error remains. Similarly, a failure
to understand how or why a particular control is operating or, more seriously, collusion
to circumvent a control, is a risk that cannot be entirely removed.
13. It is not necessary, nor possible, to eliminate all risks from a pension scheme. For
example, some investment risks may be accepted by the governing body in their desire
to seek greater returns.
14. The governing body should decide what internal controls are appropriate to mitigate
the key risks they have identified and how best to monitor them. They should exercise
judgement, both in assessing the scheme risk profile and in designing appropriate
controls to mitigate such key risks.
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Internal controls
15. The legal responsibility for internal controls always rests with the governing body,
even if functions or activities are delegated to advisers or service providers. See also
Managing advisers and service providers.
16. The rest of our expectations for internal controls can be found in paragraphs 17 and
18 below.
17. When designing internal controls, governing bodies should consider:
a. how the control will be implemented and the skills of the person
performing the control
b. the level of reliance that can be placed on information technology processes
(whether fully automated or not) and the testing of such processes
c. whether a control can prevent future recurrence or merely detect an event
that has already happened
d. the frequency and timeliness of a control process
e. how the control will ensure secure data management
f. processes for identifying errors or control failures
g. what would be appropriate approval and authorisation controls
h. whether professional advice is needed when designing internal controls
18. To maintain internal controls governing bodies should:
a. regularly consider the performance of internal controls in mitigating risks, and
where appropriate, achieving long-term strategic aims
b. consider obtaining independent or third-party assurance about controls. See
Assurance reports on internal controls.
c. obtain assurance that service providers are meeting their own standards for
internal controls. See Managing advisers and service providers.
Glossary
Public service pension scheme
Schemes as defined in s318(1) of the Pensions Act 2004, established under section 1
of the Public Service Pensions Act 2013, new public body pension schemes and other
statutory pension schemes which are connected to those schemes.
Sponsoring employer
The employer, or employers, responsible for making payments to a pension scheme
(see our Statement on identifying your statutory employer).
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Assurance reports on internal controls
1. Under section 249A of the Pensions Act 20041
, governing bodies of certain schemes
must establish and operate an effective system of governance (see Systems of
governance) including internal controls (see Internal controls). However, there are
certain exemptions2
. The system of governance must be proportionate to the size,
nature, scale, and complexity of the activities of the scheme.
2. Under section 249B of the Pensions Act 20043
, scheme managers of public service
pension schemes4
are required to establish and operate internal controls, which are
adequate for the purpose of securing that the scheme is administered and managed in
accordance with the scheme rules5
and with the requirements of the law.
3. Assurance reporting is the process through which the different processes, procedures,
and the operations of an entity are analysed. The governing body may consider using
assurance reports to assess whether the scheme or a service provider meets the
relevant legislative requirements on internal controls.
4. Assurance reporting may be carried out by resources that the governing body has
available in-house or by a participating employer(s). Service providers may be able
to provide assurance reporting on their own internal controls. It is also possible for
the governing body or service providers to commission assurance reporting from
independent third parties.
5. There are various assurance frameworks that may be suitable for use for aspects of
pension scheme operations. We set out some examples of assurance reporting the
governing body may choose to use below.
1 Articles 226A of The Pensions (Northern Ireland) Order 2005
2 Section 249A(3) of the Pensions Act 2004 [Article 226A(3) of The Pensions (Northern Ireland)
Order 2005]
3 Articles 226B of The Pensions (Northern Ireland) Order 2005
4 As defined in section 318(1) of the Pensions Act 2004 [Article 2(2) of The Pensions (Northern Ireland)
Order 2005]
5 As defined in Section 318(2) of the Pensions Act 2004 [Article 2(3) of The Pensions (Northern Ireland)
Order 2005]
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Statutory audit
6. The governing body of most occupational pension schemes will be familiar with the
annual statutory audit6
(see Audit requirements). But the governing body should not
rely solely on the output of the audit as a means of assurance reporting. It provides
assurance about a limited number of financial elements, but it does not for example,
communicate that benefits are being paid correctly.
7. Under certain circumstances, the statutory auditor may be prepared and able to carry
out an audit with a wider scope. However, this may be limited by their profession’s
ethical guidelines. For example, a statutory auditor cannot hold the office of
‘internal auditor’.
Internal audit
8. Some governing bodies may have access to internal auditors within a participating
employer, or within the scheme, who could provide scrutiny to a similar level as an
independent external assessment.
9. The scope and nature of internal audit work can be tailored to meet the requirements
of the governing body. This type of audit may include financial and non-financial
processes and controls. If selecting a suitable internal auditor, the governing body
should consider:
a. the candidate’s independence
b. any actual or potential conflicts of interest (see Conflicts of interest)
c. the candidate’s knowledge of the subject
Note: Not all internal auditors within a sponsoring employer will have sufficient
pensions knowledge to perform an adequate assessment of all scheme operations.
Assurance reporting by service providers
10. Some service providers may be able to supply assurance reports about their own
operations. The governing body should read and understand assurance reports
provided by service providers to establish if the controls used by the organisations
that they outsource various functions to are adequate. This will also include assurance
reports produced by the scheme’s investment manager and custodian.
11. The governing body should satisfy themselves of the scope of such reports and the
degree to which these are applicable. For example, whether the reports cover the
specific team or office providing services to the scheme.
6 Section 47(1)(a) of the Pensions Act 1995 with exemptions in Regulation 3 of the Occupational Pension
Schemes (Scheme Administration) Regulations 1996 (SI 1996/1715) [Exemption in Regulation 3 of the
Occupational Pension Schemes (Scheme Administration) Regulations (Northern Ireland) 1997 (SR 1997
No. 94 N.I.)]
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Assurance reporting commissioned by the governing body
12. The governing body may, from time to time, decide to commission assurance reports
for some aspect of scheme operation. Before commissioning or relying on any
assurance report, the governing body should understand the limits of each type of
assurance, the limits to the scope of any assurance process, and how any assurance
might play a part in the scheme’s internal controls framework.
13. For each assurance report, the governing body should:
a. consider the process for appointing service providers. See Managing advisers and
service providers.
b. understand the scope, methodology and supporting evidence used as the basis for
the assurance report
c. recognise the control objectives that have been included, excluded, or modified in
any assessment, and how the scope is relevant to the scheme
d. understand the level of interrogation that has been carried out in assessing the
scheme, for example if a site visit was carried out
e. identify and act upon any issues or concerns they consider to be material
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Scheme continuity planning
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. Under section 249A of the Pensions Act 20041
, governing bodies of certain schemes
must establish and operate an effective system of governance (see Systems of
governance) including internal controls (see Internal controls). However, there are
certain exemptions2
. The system of governance must be proportionate to the size,
nature, scale, and complexity of the activities of the scheme.
2. Scheme managers of public service pension schemes3
do not have the same
obligations in pensions legislation. This is therefore not part of our expectations on
them, but it is good practice for them to consider carrying out continuity planning in
the same way.
3. Governing bodies should develop and implement continuity plans to ensure that their
scheme operations can be maintained, in the event of a disruption to scheme activities.
Additional resources on continuity planning are available online (The UK national
standards body, BSI, maintains various resources for business continuity under
ISO 22301).
1 Articles 226A of The Pensions (Northern Ireland) Order 2005
2 Section 249A(3) of the Pensions Act 2004 (Article 226A (3) of The Pensions (Northern Ireland)
Order 2005)
3 As defined in section 318(1) of the Pensions Act 2004 [Article 2(2) of The Pensions (Northern Ireland)
Order 2005]
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Scheme continuity planning
4. Governing bodies should:
a. seek to ensure that the performance of scheme activities are continuous
and regular
b. have a resilient business continuity plan (BCP) that sets out key actions, in case
of a range of events occurring that impact the scheme’s operations
c. make sure key areas of scheme activities, including member data and general
scheme administration, are included in the BCP
d. ensure advisers and service providers also have a BCP in place to maintain
services to the scheme
e. choose how to rely on reports and information about their service providers’
BCP arrangements
f. set out roles and responsibilities within the plan, and agree these with
service providers
g. regularly review process documents and maps, particularly after a system or
process change and periodically test the BCP arrangements
h. prioritise scheme activities in the event of the BCP being triggered, for example:
receiving and monitoring contributions, pension payments, retirement processing,
bereavement services, and minimising the risk of pension scams
i. ensure continued access to resources, services, and communications
with key parties
j. have an awareness of the timeframes required to bring new resources on board
k. understand what contingency is in place to mitigate any under resource due to,
for example, increase in work volumes or the loss of staff
l. identify any events which may reasonably occur that may require
additional resources
Glossary
Internal controls
• Arrangements and procedures to be followed in the administration and
management of the scheme,
• Systems and arrangements for monitoring that administration and
management, and
• Arrangements and procedures to be followed for the safe custody and
security of the assets of the scheme.
Public service pension scheme
Schemes as defined in s318(1) of the Pensions Act 2004, established under section 1
of the Public Service Pensions Act 2013, new public body pension schemes and other
statutory pension schemes which are connected to those schemes.
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Conflicts of interest
This module forms part of our expectations for trustees of those schemes required
to operate an effective system of governance, see Systems of governance.
1. Conflicts of interest may arise from time to time while running a pension scheme,
either among members of the governing body themselves, or with service providers,
sponsoring employers, advisers, and others. Conflicts can also arise for members of
the governing body who for example, are members of the scheme or who represent
trade unions. Conflicts of interest may be either actual conflicts or potential conflicts.
Unless otherwise stated, references to ‘conflicts of interest’ include both actual and
potential conflicts.
2. Under section 249A of the Pensions Act 20041
, governing bodies of certain schemes
must establish and operate an effective system of governance (see Systems of
governance) including internal controls (see Internal controls). However, there are
certain exemptions2
. The system of governance must be proportionate to the size,
nature, scale, and complexity of the activities of the scheme.
3. Under section 249B of the Pensions Act 20043
, scheme managers of public service
pension schemes4
are required to establish and operate internal controls, which are
adequate for the purpose of securing that the scheme is administered and managed in
accordance with the scheme rules5
and with the requirements of the law. To the extent
that conflicts of interest are:
a. within that section: scheme managers should take that into consideration in
identifying and evaluating risks (see Identifying, evaluating and recording risks).
Our expectations of scheme managers for identifying and recording conflicts of
interest are in paragraphs 6 to 8. The specific expectations that apply will vary
from scheme to scheme.
b. not within that section: what is set out below does not form part of our
expectations of scheme managers, but it is good practice for them to adopt
those measures.
4. There are also additional requirements for the management of conflicts of interest
in relation to pension boards of public service pension schemes (see paragraphs 22
to 24).
1 Article 226A of The Pensions (Northern Ireland) Order 2005
2 Section 249A(3) of the Pensions Act 2004 [Article 226A (3) of The Pensions (Northern Ireland)
Order 2005]
3 Article 226B of The Pensions (Northern Ireland) Order 2005
4 As defined in section 318(1) of the Pensions Act 2004 [Article 2(2) of The Pensions (Northern Ireland)
Order 2005]
5 As defined in section 318(2) of the Pensions Act 2004 2004 [Article 2(3) of The Pensions (Northern
Ireland) Order 2005]
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Conflicts of interest
5. When identifying and evaluating risks (see Identifying, evaluating and recording risks),
governing bodies should consider conflicts of interest. A conflict of interest may arise
when a member of the governing body:
a. is obliged to act in the best interests of the members; and
b. at the same time has or may have either:
– a separate personal interest or
– another fiduciary duty or other duty owed to a different person in relation to
that decision, giving rise to a possible conflict with the obligation to act in the
best interests of the members6
.
Identifying and recording conflicts
6. It is possible that members of governing bodies will have other interests and
responsibilities. They therefore need to understand when actual or potential
conflicts arise.
7. Certain legal and professional requirements and legislation that apply to English
local authorities, set standards for conduct, conflicts of interest, and disclosure of
certain interests. These may apply to members of governing bodies, advisers, and
service providers.
8. When identifying and recording conflicts of interest, governing bodies should:
a. have a clear understanding of the importance of managing conflicts of interest
and the circumstances in which they may arise
b. understand any requirements of the scheme’s governing documentation, or
regulations under which it may operate, in relation to conflicts of interest
c. encourage a culture of openness and transparency in relation to conflicts
of interest.
d. maintain a written policy for managing actual and perceived conflicts of interests
and consider where to publish it on the scheme’s website
e. maintain a register of interests, which should be considered in every meeting of
the governing body
f. ensure all members of the governing body, advisers, and service providers make
declarations of interests and conflicts at their appointment, and as they arise
g. ensure contracts and terms of appointment require advisers and service
providers to operate their own conflicts policy, and disclose all conflicts to the
governing body
h. record conflicts of interest in relation to a decision-making process, as well as the
action taken to manage them, in the written records of the meeting (see Meetings
and decision-making)
i. if carrying out transactions with related parties, ensure transparency by complying
with financial reporting standard (FRS) 102 – related party disclosures
6 Such conflicts of interest may affect not only trustees but also directors, agents, professional advisers
and others
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Dealing with conflicts
9. Governing bodies should have processes in place to ensure that their decision-making
is not compromised by actual or potential conflicts. The processes required to manage
the conflict will need to take into account the particular circumstances of the conflict,
the actual, and potential risks the conflict poses, and the rules (and legislation where
applicable) governing the scheme.
10. Members of governing bodies who are also directors of the sponsoring employer(s) will
need to consider the requirements of section 175 of the Companies Act 2006 (duty to
avoid conflicts of interest). The governing body should adopt control procedures (see
Internal controls) to manage conflicts and mitigate the risks of tainted decision making.
The governing body should therefore assess the nature of the conflict being managed
and the risk or threat to decision-making7
.
11. Different options for dealing with conflicts of interest are set out below. The
effectiveness, validity, and attendant risks will vary depending on the option. Some
conflicts of interest may be so acute or pervasive that it would be better to avoid
them entirely – for example, an acutely conflicted member of the governing body
could resign.
12. In cases where resignation is deemed appropriate, careful consideration needs to
be given to the identity of any replacement member of the governing body and the
conflicts that they may face. Governing bodies should consider seeking independent
legal advice, to help decide whether an actual or potential conflict of interest can be
eliminated (and if so, the best way of achieving it).
13. Where conflicts of interest are not eliminated, depending on the situation, the options
below either singly, combined, or with other appropriate options should be put in
place to manage the conflict. Governing bodies should consider seeking independent
legal advice to help decide the best approach to manage an actual or potential conflict
of interest.
Withdrawal from discussions and the decision-making process
14. A member of a governing body who is conflicted should consider withdrawing from
decision(s) and decision-making process(es). The governing body should consider
whether the presence of a conflicted individual could undermine discussions, invalidate,
influence, or be perceived to influence a decision. A conflicted individual who simply
abstains may still unduly influence an outcome.
7 Governing bodies should also seriously consider seeking legal advice if they are in any doubt whether a
conflict is non-trivial or whether it could have the potential to be detrimental to the conduct or decisions
taken by them
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Establishing a sub-committee
15. Delegation to a sub-committee can help ensure that decisions are made by an
independent group whose views will not be compromised by another conflicted
member of the governing body.
16. Governing bodies should consider seeking legal advice, if considering delegating
certain tasks to a sub-committee(s). This is because there are many scheme-specific
and legal factors which need to be considered. This will include whether delegation is
possible or desirable, and the extent to which the full governing body is bound by the
decisions of the sub-committee.
Appointing an independent to the governing body
17. An independent member of the governing body, such as a professional independent
trustee or otherwise, can help ensure that decisions are not prejudiced by a conflict
of interest.
Confidentiality agreement and disclosure of information
18. Confidentiality agreements are documents under which members of governing bodies
agree not to share with third parties the information they receive in order to carry out
their role. Such agreements therefore:
a. facilitate the sharing of confidential and sensitive information with governing
bodies and help to ensure that the information will not become public
b. provide extra comfort to sponsoring employer(s) in relation to disclosing
information to governing bodies
19. Confidentiality agreements do not necessarily eliminate the conflict and there may
still be a need to manage it. Governing bodies considering the use of a confidentiality
agreement will need to seek independent legal advice.
20. Legislation8
requires sponsoring employer(s) and former sponsoring employer(s) of
certain schemes to disclose to the trustees or managers:
a. on request, information reasonably required by the trustees or managers or the
professional adviser(s)9
to perform their duties (the duty to disclose also extends
to those who act as auditor(s) and actuary(s) to such sponsoring employer(s)).
b. Within one month, any event relating to the employer(s) that could be reasonably
be considered to be of material significance in the exercise of any of the functions
of the trustees, or managers, or their professional advisers.
8 Regulation 6 of the Occupational Pension Scheme (Scheme Administration) Regulations 1996 [Regulation
6 of the Occupational Pension Scheme (Scheme Administration) Regulations (Northern Ireland) 1997]
9 As defined in Section 47(4) of the Pensions Act 1995 [Article 47(4) of The Pensions (Northern Ireland)
Order 1995]
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Application to the courts
21. If one or more members of the governing body of a trust scheme have serious conflicts,
which cannot be satisfactorily managed or avoided (or if there is no agreement on
how to manage or avoid the conflict), the governing body can apply to the courts for
approval of a decision, or to surrender their discretion to the courts.
Public service pension schemes – pension boards
22. Under section 5 of the Public Service Pensions Act 2013, scheme managers of public
service pension schemes10
have to meet certain requirements relating to conflicts of
interest regarding the pension board. In this situation, a conflict of interest is a
financial or other interest, which is likely to prejudice the way in which someone
carries out their role as a member of the pension board. It does not include a financial
or other interest arising merely from them being a member of the scheme or any
connected scheme.
23. The scheme manager must:
a. be satisfied that a prospective member of the pension board does not have a
conflict of interest
b. remain satisfied that none of the members of the pension board has a
conflict of interest
24. The scheme manager should:
a. circulate the register of interests and the other relevant documents to the
pension board for ongoing review
b. publish these documents (for example, on a scheme’s website)
10 As defined in section 1 of the Public Service Pensions Act 2013
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Glossary
Internal controls
• Arrangements and procedures to be followed in the administration and
management of the scheme,
• Systems and arrangements for monitoring that administration and
management, and
• Arrangements and procedures to be followed for the safe custody and
security of the assets of the scheme.
Pensions board
Board set up as required by section 5 of the Public Service Pensions Act 2013 to
assist the scheme manager with the matters set out in that section.
Scheme manager
The person responsible for managing or administering:
• the scheme, and
• any statutory pension scheme that is connected with it (See section 4 of the
Public Service Pensions Act 2013).
Sponsoring employer
The employer, or employers, responsible for making payments to a pension scheme
(see our Statement on identifying your statutory employer).
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