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Higher levels of governance 
will not necessarily guarantee 
more favourable outcomes, 

but should promote an 
environment for better 

decision making and 
understanding of risk

iapf

Presenter
Presentation Notes
When I was asked by Jerry Moriarty to speak on the topic that Better Governance = Better outcomes I looked for proof to back my assertion.What I found was more of a contradiction!
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Embracing Governance 
Should Produce 

Better Outcomes

Presenter
Presentation Notes
So I have changed the title to something less absolute!
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Increasing Regulatory Environment

• Pensions Authority – 11 DC Governance Codes

• IORP II
& 

Pension Reform Consultation 2016

Presenter
Presentation Notes
We are all operating in an increasingly regulatory environmentPension Authority  have throughout 2016 announced the Defined Contribution Governance Codes IORP 11 And Pension Reform Consultation Document 
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Pensions Authority DC Codes of 
Governance 2016

Pension Authority expects Trustees to establish a 
Governance “Plan of Action” 

“Help (Trustees) to develop and apply consistent 
policies, processes and controls in the management of 

their scheme” 

Presenter
Presentation Notes
What does the “Plan of Action look like”Firstly I would say that the Codes of Governance are to be welcomed and embraced by trustees and consultants alikeAnd not only for DC Schemes – they provide an excellent template for the management and good governance of both DB and DC Schemes
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Governance Plan Of Action

Staff
Trustee 

Meetings 

Conflicts of 
Interest 

2017 Work
Schedule 

Scheme 
Records 

Investment Trustee 
Governance 

Plan 

Presenter
Presentation Notes
This shows the areas that should be contained in a Governance Plan of Action – Sets out how you as a trustee board are going to deal with the issues that arise in the management of your schemeStructure of trustees meetings – quorum, chairman, decision making… etcOf the 11 codes of Governance 9 are relatively black and white and relate to managing the scheme in a compliant and efficient way, these include Statutory deadlines – Reporting – TAR, Benefit statements, contributions etcWork schedule – calendar of routing work  - dates for trustee meetings, scheme renewal, member communications, etcTrustee obligations – terms of reference – schedule of deeds & rules and amending documentsRecord KeepingRisk Management – Risk registerConflicts of Interest – Conflicts registerThe we have …Investment & Communications….this is what we are going to look at in more detail
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Trustee Investment Responsibilities – Trust Law

• Invest in accordance with the powers vested in them 
under the trust deed

• Subject to a duty of care (prudent person) to members 
and to sponsoring employer

• Requirement to obtain expert input

Presenter
Presentation Notes
Lets take a look at Trustee Investment Responsibilities under trust LawAll well known – Trustees typically delegate the task of investing the scheme or member funds to investment managers but Trustees remain responsible - 
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DC Code 5 – Investing Scheme Assets

• Actions
– SLA with Investment Managers
– Develop & Adopt appropriate investment strategy
– Produce SIPP
– Provide SRP annually
– Review performance against objectives
– Provide a Default Investment Strategy that reflects the profile 

and needs of the scheme membership
– Meet, monitor and review…..

Presenter
Presentation Notes
Trustees also have investment responsibilities under the Pensions ActCode 5 sets out what the Pensions Authority expect from trustees when investing the scheme assetsThese include – 
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Probably the area that is causing 
trustees most concern

Appropriate Default Investment Strategy
• Reflects profile and needs of the scheme membership

Presenter
Presentation Notes
A DEFAULT INVESTMENT STRATEGY THAT REFLECTS THE PROFILE AND NEEDS OF THE SCHEME MEMBERSHIPVast majority of members end up in the default strategy – more than 80% hence its importance.
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Default Investment Strategy –
Where are we now

Presenter
Presentation Notes
Lets look at where we are - IAPF DC Investment Strategy  - 2 years ago but not a lot has changed since then
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Presenter
Presentation Notes
More than 70% in the default fundMore than 73% of Default Fault funds are in a Lifestyle strategySo this is where trustees need to get it right
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Presenter
Presentation Notes
More that 72% of schemes use Bonds in the consolidation phaseThis is typically an Annuity strategy
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Majority of lifestyle strategies target Annuity 
option – ARF option available since 2011

Does Annuity strategy reflect the profile and 
needs of the scheme membership?

Default Investment Strategy –
What is the solution?

Presenter
Presentation Notes
So I ASK THE QUESTION IS defaulting to bond or in simple terms an annuity  A strategy that reflects the profile and needs of the scheme membership
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Does “reflecting the profile and needs of the 
scheme membership” mean the majority or 
the individual?

Presenter
Presentation Notes
Another question I ask is Does “reflecting the profile and needs of the scheme membership” mean the majority or the individual?
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If majority then requirement to take into 
account the demographics of the scheme 
membership & analyse how members are 
likely to draw benefits. 

Default to suit majority – but what of the 
minority!

Presenter
Presentation Notes
The minority can be a substantial number – trustees have a responsibility to“Provide a Default Investment Strategy that reflects the profile and needs of the scheme membership”So if the responsibility is to provide for the individual how can this be done, It can be done by meeting the minority on a one to one basisor 
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Default Investment Strategy –
What is the ideal solution?

Target 
Optimal 
Member 
Outcome

Presenter
Presentation Notes
Put in place an individualized or personal lifestyle strategy that analyses how members are likely to draw their benefits and defaults them in to an appropriate strategy.This is probably the nearest we can get to where Better Governance = Better OutcomesLifestyling is an administration process – PERSONAL LIFESTYLE STRATEGY  requires a robust administration platform with an appropriate investment strategy to match outcomes
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“Trustee responsibility to satisfy themselves 
that the communication is relevant and 
understandable”

(Pensions Authority)

DC Code 10 – Communication

Presenter
Presentation Notes
The other code I want to look at is Code 10 – CommunicationSignificant emphasis is now being put on trustees to ensure member communications are easily understood, right down to how choices are presented.“Member choices are significantly influenced by how the choices are presented to them.”
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DC Code 10 – Member Communication

Information is 
• Accurate
• Clear
• Simply Expressed
• Helps members make informed decisions 

about:-
• Investments
• Benefit options
• Contribution levels

Presenter
Presentation Notes
The action points raised in the governance codes require that information is……………..
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DC Code 10 – Member Communication

User friendly Disclosure information & meeting 
legal requirement “not mutually exclusive”

(Pensions Authority) 

Presenter
Presentation Notes
The Pensions Authority have recognised that information has to be first and foremost “easily understood”And that for the sake of meeting the regulatory Disclosure requirements we do not loose the messagePensions Authority have produced model benefit statements / leaving service options / Retirement Options These are a good starting place but all material should bee looked at 
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Member Booklets - Old Version 

Presenter
Presentation Notes
This is an example of what member booklets look likeVery bland and not welcoming
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Member Booklets - New Version

Presenter
Presentation Notes
As an organization we have moved to thisSame information – meets all of the disclosure requirements But presented in a much more user friendly manner
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Member Communication

Create a year-round pensions engagement strategy

- Can help maintain and increase interest over the longer term

Presenter
Presentation Notes
Member communications should not be just a once a year event – Creating a year round campaign can help maintain and increase pensions awareness and member engagement on the important issues of JoiningInvestment options Adequacy
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Ongoing Pension Awareness Campaign

Presenter
Presentation Notes
This is an example of a regular poster campaign for Auto enrollment in the UKSimple messages that get people thinking
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Ongoing Pension Awareness Campaign

Presenter
Presentation Notes
I particularly like the last posterEmployee contribution and then Employer contribution And Tax relief
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Consider the role of technology in promoting member engagement

Presenter
Presentation Notes
We have come a long way since using smoke to communicateEmbrace technology
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Member Communication

• Use multiple channels of communication 

• Target specific member cohorts

• Use personal events and messages to highlight relevant 
pension issues

Presenter
Presentation Notes
We all prefer to receive messages in different waysIt can be via the post or using different electronic communicationsTwitter / Email etc
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IORP II  

Communications – dealt with by PA Disclosure Regs

Risk Management –
• risk management function
• an internal audit function - including the oversight of outsourced functions 
• an actuarial function (where appropriate)
• effective internal controls and contingency plans.
• a risk evaluation report 
• a remuneration policy

Fit & Proper Test – “Professional qualifications, knowledge and experience”

A requirement for DC plans to appoint a depository

Presenter
Presentation Notes
Fit and proper test – dealt with in the Pension Reform Consultation DocumentTrustee experience of 2 years and professional qualifications – likely to see more use of professional trustees 
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Actions for Trustees

• Implement a Governance Plan of Action

• Ensure Default Strategy is “Fit For Purpose” 

• Review communications strategy
• Plain language
• Simple messages
• Multiple channels 
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Presenter
Presentation Notes
This message applies to both trustees and pension scheme members
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Sponsored by

Governance Conference 2016
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