PENSION REGULATOR CODE OF PRACTICE 14 - COMPLIANCE ANALYSIS

Powys Pension Fund

TEXT Current Position Action Required
Scheme manager - each public service pension scheme has one or more persons responsible for manging or administering the scheme. Compliant
22 Public service pension schemes can have different persons acting as scheme manager for different parts of the pension scheme. For theg The Administering Authority is designated
locally administered schemes, the scheme managers may be the local administering authorities or a person representing an authority offscheme manager under the regulations.
police force.
) ’ ; - . Compliant
Pension board — the scheme manager (or each scheme manager) for a scheme has a pension board with responsibility for assisting the
scheme manager to comply with the scheme regulations and other legislation relating to the governance and administration of the A Local Pension Board has been
23 scheme and any requirements imposed by the regulator. The established and operates under a

pension board must also assist the scheme manager with such other matters as the scheme regulations may specify. It will be for
scheme regulations and the scheme manager to determine precisely what the pension board’s role, responsibilities and duties entail.

Governing your Scheme

Schemes should establish and maintain policies and arrangements for acquiring and retaining knowledge and understanding to support

prescribed Terms of Reference. The Board
was established on

38 |their pension board members. Schemes should designate a person to take responsibility for ensuring that a framework is developed Training Log kept
and implemented.

39 However, it is the responsibility of individual pension board members to ensure that they have the appropriate degree of knowledge  [Carry out an up to date skills and
and understanding to enable them to properly exercise their functions as a member of the pension board. knowledge analysis
Pension board members must be conversant with their scheme rules, which are primarily found in the scheme regulations, and

40 [documented administration policies currently in force for their pension scheme. Being ‘conversant’ means having a working knowledge
of the scheme regulations and policies, so that pension board members can use them effectively when carrying out their duties.

They must also have k ledge and under: ding of the law relating to pensions (and any other matters prescribed in legislation) to

41 |the degree appropriate for them to be able to carry out their role, responsibilities and duties.

In terms of documented administration policies, specific documents recording policy about administration will vary from scheme to
scheme. However, the following are examples of administration policies which the regulator considers to be particularly pertinent and
would expect to be documented where relevant to a pension scheme, and with which pension board members must therefore be
conversant where applicable. This list is not exhaustive and other documented policies may fall into this category:

any scheme-approved policies relating to:

conflicts of interest and the register of interests

record-keeping

internal dispute resolution

reporting breaches

the appointment of pension board members

maintaining contributions to the scheme

risk assessments/management and risk register policies for the scheme

42 L ) ) . Available
scheme booklets, announcements and other key member and employer communications, which describe scheme policies and
procedures
the roles, responsibilities and duties of the scheme manager, pension board and individual pension board members
In terms of reference, structure and operational policies of the pension board and/or any sub-committee
statements of policy about the exercise of discretionary functions, statements of policy about communications with members and
scheme employers
the pension administration strategy, or equivalent, and
any admission body (or equivalent) policies.

For pension board members of funded pension schemes, documents which record policy about the administration of the scheme will

43 |include those relating to funding and investment matters. For example, where relevant they must be conversant with the statement of |Available on website
investment principles and the funding strategy statement.

Pension board members must also be conversant with any other documented policies relating to the administration of the scheme. For
example, where applicable, they must be conversant with policies relating to:

44 the contribution rate or amount (or the range/variability where there is no one single rate or amount) payable by employers
participating in the scheme
statements of assurance (for example, assurance reports from administrators)

Where DC or DC AVC options are offered, pension board members should also be familiar with the requirements for the payment of

45 |member contributions to the providers, the principles relating to the operation of those arrangements, the choice of investments to be [AVC Training has been carried out
offered to members, the provider’s investment and fund performance report and the payment schedule for such arrangements.
Schemes should prepare and keep an updated list of the documents with which they consider pension board members need to be

46 [conversant. This will enable them to effectively carry out their role. They should make sure that both the list and the documents are

available in accessible formats.




47

The roles, responsibilities and duties of pension boards and their individual members will vary between pension schemes. Matters for
which the pension board is responsible will be set out in scheme regulations. Clear guidance on the roles, responsibilities and duties of
pension boards and the members of those boards should be set out in scheme documentation.

48

Schemes should assist individual pension board members to determine the degree of knowledge and understanding that is sufficient
for them to effectively carry out their role, responsibilities and duties as a pension board member.

Carry out Training needs questionnaire

49

Pension board members must have a working knowledge of their scheme regulations and d ration policies. They
should understand their sch regulations and policies in enough detail to know where they are relevant to an issue and where a

particular provision or policy may apply.

50

led.

Pension board members must have | ge and under ling of the law relating to pensions (and any other prescribed matters)
sufficient for them to exercise the functions of their role. Pension board members should be aware of the range and extent of the law
relating to pensions which applies to their scheme, and have sufficient understanding of the content and effect of that law to recognise
when and how it impacts on their responsibilities and duties.

51

Pension board members should be able to identify and where relevant challenge any failure to comply with:
the scheme regulations

other legislation relating to the governance and administration of the scheme

any requirements imposed by the regulator, or

any failure to meet the standards and expectations set out in any relevant codes of practice issued by the regulator.

52

Pension board members’ breadth of knowledge and understandingshould be sufficient to allow them to understand fully and challenge
any information or advice they are given. They should understand how that information or advice impacts on any issue or decision
relevant to their responsibilities and duties.

53

Pension board members of funded pension schemesshould ensure that they have the appropriate degree of knowledge and
understanding of funding and investment matters relating to their scheme to enable them to effectively carry out their role. This
includes having a working knowledge of provisions in their scheme regulations and administration policies that relate to funding and
investment, as well as knowledge and understanding of relevant law relating to pensions.

54

All board members should attain appropriate knowledge so that they are able to understand the relevant law in relation to their
scheme and role. The degree of knowledge and understanding required of pension board members may vary according to the role of
the board member, as well as the expertise of the board member. For example, a board member who is also a pensions law expert (for
instance, as a result of their day job) should have a greater level of knowledge than that considered appropriate for board members
without this background.

55

Pension board members should invest sufficient time in their learning and development alongside their other responsibilities and
duties. Schemes should provide pension board members with the relevant training and support that they require. Training is an
important part of the individual’s role and will help to ensure that they have the necessary knowledge and understanding to effectively
meet their legal obligations.

56

Newly appointed pension board members should be aware that their responsibilities and duties as a pension board member begin
from the date they take up their post. Therefore, they should immediately start to familiarise themselves with the scheme regulations,
documents recording policy about the administration

57

Pension board members should undertake a personal training needs analysis and regularly review their skills, competencies
and knowledge to identify gaps or weaknesses. They should use a personalised training plan to document and address these promptly.

58

Learning programmes should be flexible, allowing pension board members to update particular areas of learning where required and tq
acquire new areas of knowledge in the event of any change. For example, pension board members who take on new responsibilities will
need to ensure that they gain appropriate knowledge and understanding relevant to carrying out those new responsibilities.

59

The regulator will provide an e-learning programme to help meet the needs of pension board members, whether or not they have
access to other learning. If schemes choose alternative learning programmes they should be confident that those programmes:

cover the type and degree of knowledge and understanding required
reflect the legal requirements, and

are delivered within an appropriate timescale.

60

Conflicts of Interest and Representati

62

Schemes should keep appropriate records of the learning activities of individual pension board bers and the board as a whole.
This will help pension board members to demonstrate steps they have taken to comply with legal requirements and how they have
mitigated risks associated with knowledge gaps. A good external learning programme will maintain records of the learning activities of
individuals on the programme or of group activities, if these have taken place.

In relation to the pension board, scheme regulations must include provision requiring the scheme manager to be satisfied:
that a person to be appointed as a member of the pension board does not have a conflict of interest and

from time to time, that none of the members of the pension board has a conflict of interest.




63

Scheme regulations must require each member or proposed member of a pension board to provide the scheme manager with such
information as the scheme manager reasonably requires for the purposes of meeting the requirements referred to above.

64

Scheme regulations must include provision requiring the pension board to include employer representatives and member
representatives in equal numbers.

70

Some, if not all, of the ‘Seven principles of public life’ (formerly known as the ‘Nolan principles’) will already apply to people carrying ou
roles in public service pension schemes, for example through the Ministerial code, Civil Service code or other codes of conduct. These
principles should be applied to all pension board members in the exercise of their functions as they require the highest standards of
conduct. Schemes should incorporate the principles into any codes of conduct (and across their policies and processes) and other
internal standards for pension boards.

73

Scheme regulations will set out matters for which the pension board is responsible. Schemes should set out clear guidance on the

roles, responsibilities and duties of pension boards and the members of those boards in scheme documentation. Thisshould cover, for
example, whether they have responsibility for administering or monitoring the administration of the scheme; developing, delivering or
overseeing compliance with requirements for governance and/or administration policies; and taking or scrutinising decisions relating to
governance and/or administration. Regardless of their remit, potential conflicts of interest affecting pension board members need to be
identified, monitored and managed effectively.

74

Schemes should consider potential conflicts of interest in relation to the full scope of roles, responsibilities and duties of pension board
members. It is recommended that all those involved in the management or administration of public service pension schemes take
professional legal advice when considering issues to do with conflicts of interest.

76

Schemes should ensure that there is an agreed and documented conflicts policy and procedure, which includes identifying, monitoring
and managing potential conflicts of interest. They should keep this under regular review. Policies and procedures should include
examples of scenarios giving rise to conflicts of interest, how a conflict might arise specifically in relation to a pension board member
and the process that pension board members and scheme managers should follow to address a situation where board members are
subject to a potential or actual conflict of interest.

77

Broadly, sch should ider p ial conflicts of interest in three stages:

identifying
monitoring, and

managing.

78

h should culti a culture of op and transparency. They should recognise the need for continual consideration of
potential conflicts. Disclosure of interests which have the potential to become conflicts of interest should not be ignored. Pensionboard
members should have a clear understanding of their role and the circumstances in which they may find themselves in a position of
conflict of interest. They should know how to manage potential conflicts.

79

Pension board members, and people who are proposed to be appointed to a pension board,must provide scheme managers with
information that they reasonably require to be satisfied that pension board members and proposed members do not have a conflict of
interest.

80

Schemes should ensure that pension board members are appointed under procedures that require them to disclose any interests,
including other responsibilities, which could become conflicts of interest and which may adversely affect their suitability for the role,
before they are appointed.

81

All terms of engagement, for example appointment letters, should include a clause requiring disclosure of all interests, including any
other responsibilities, which have the potential to become conflicts of interest, as soon as they arise. All interests disclosed should be
recorded. See the section of this code on ‘Monitoring potential conflicts’.

82

Schemes should take time to consider what important matters or decisions are likely to be considered during, for example, the year
ahead and identify and consider any potential or actual conflicts of interest that may arise in the future.Pension board members
should be notified as soon as practically possible and mitigations should be put in place to prevent these conflicts from materialising.

83

As part of their risk assessment process, schemes should identify, evaluate and manage dual interests which have the potential to
become conflicts of interest and pose a risk to the scheme and possibly members, if they are not mitigated.Schemes should evaluate
the nature of any dual interests and assess the likely consequences were a conflict of interest to materialise.

84

A register of interests should provide a simple and effective means of recording and monitoring dual interests and responsibilities.
Schemes should also capture decisions about how to manage potential conflicts of interest in their risk registers or elsewhere. The
register of interests and other relevant documents should be circulated to the pension board for ongoing review and published, for
example on a scheme’s website.




85

Conflicts of interest should be included as an opening agenda item at board meetings and revisited during the meeting, where
necessary. This provides an opportunity for those present to declare any interests, including other responsibilities, whichhave the
potential to become conflicts of interest, and to minute discussions about how they will be managed to prevent an actual conflict
arising.

86

Schemes should establish and operate procedures which ensure that pension boards are not compromised by potentially conflicted
members. They should consider and determine the roles and responsibilities of pension boards and individual board members carefully
to ensure that conflicts of interest do not arise, nor are perceived to have arisen.

90

While scheme regulations must require pension boards to have an equal number of employer and member representatives, there is
flexibility to design arrangements which best suit each scheme.

91

Arrangements should be designed with regard to the principles of proportionality, fairness and transparency, and with the aim of
ensuring that a pension board has the right balance of skills, experience and representation (for example, of membership categories and
categories of employers participating in the scheme). Those r ible for inting stoa ion board should also
consider the mix of skills and experience needed on the pension board in order for the board to operate effectively in light of its
particular role, responsibilities and duties.

h

Publishing Information about Schemes

The scheme manager for a public service scheme must publish information about the pension board for the scheme(s) and keep that
information up-to-date.

104

92
The information must include:
who the members of the pension board are
93 )
representation on the board of members of the scheme(s), and
the matters falling within the pension board’s responsibility.
Scheme members will want to know that their scheme is being efficiently and effectively managed. Public service pensionschemes
94 should have a properly constituted, trained and competent pension board, which is responsible for assisting the scheme manager to
comply with the scheme regulations and other legislation relating to the governance and administration of the scheme and
requirements imposed by the regulator.
Scheme managers must publish the information required about the pension board and keep that information up-to-date. This will
95 ensure that scheme members can easily access information about who the pension board members are, how pension scheme members|
are represented on the pension board and the responsibilities of the board as a whole.
When publishing information about the identity of pension board members, the representation of scheme members and matters for
which the board is responsible, schemes should also publish useful related information about the pension board such as:
the employment and job title (where relevant) and any other relevant position held by each board member
9 [the pension board appointment process
who each pension board member represents
the full terms of reference for the pension board, including details of how it will operate, and
any specific roles and responsibilities of individual pension board members.
Schemes should also consider publishing information about pension board business, for example board papers, agendas and minutes
97 of meetings (redacted to the extent that they contain confidential information and/or data covered by the Data Protection Act 1998).
They should consider any requests for additional information to be published, to encourage scheme member engagement and
promote a culture of transparency.
Scheme managers must ensure that information published about the pension board is kept up-to-date. Schemes should have
98 |policies and processes to monitor all published data on an ongoing basis to ensure it is accurate and complete.

Managing Risks

Good internal controls are an important characteristic of a well-run scheme and one of the main components of the scheme manager’s
role in securing the effective governance and administration of the scheme. Internal controls can help protect pension schemes from
adverse risks, which could be detrimental to the scheme and members if they are not mitigated.

Discussed at each Board meeting




105

h

s must blish and operate internal controls. These should address significant risks which are likely to have a
material impact on the scheme. Scheme managers should employ a risk-based approach and ensure that sufficient time and attention
is spent on identifying, evaluating and managing risks and developing and monitoring appropriate controls. Theyshould seek advice, as
necessary.

Discussed at each Board meeting

106

Before implementing an internal controls framework,schemes should carry out a risk assessment. They should begin by:
setting the objectives of the scheme
determining the various functions and activities carried out in the running of the scheme, and

identifying the main risks associated with those objectives, functions and activities.

Discussed at each Board meeting

107

An effective risk assessment process will help schemes to identify a wide range of internal and external risks, which are critical to the
scheme and members. When identifying risks, schemes should refer to relevant sources of information, such as records of internal
disputes and legislative breaches, the register of interests, internal and external audit reports and service contracts.

Discussed at each Board meeting

108

Once schemes have identified risks, they should record them in a risk register and review them regularly. Schemes should keep
appropriate records to help scheme managers demonstrate steps they have taken to comply, if necessary, with legal requirements.

Discussed at each Board meeting

109

should consider both these areas when determining the order of priority for managing risks and focus on those areas where the impact|
and likelihood of a risk materialising is high.

Discussed at each Board meeting

110

the administering authority. Schemes should review their existing arrangements and procedures to determine whether they can
prevent and detect errors in scheme operations and help mitigate pension scheme-related risks. For example, schemes could obtain
assurance about their existing controls through direct testing or by obtaining reports on controls.Any such review should be
appropriate to the outcome of the risk evaluation.

Discussed at each Board meeting

111

Schemes should consider what internal controls are appropriate to mitigate the main risks they have identified and how best to
monitor them. For example, the scheme manager(s) for a funded scheme should establish and operate internal controls that regularly
assess the effectiveness of investment-related decision making. Scheme managers for all pension schemes should establish and operate|
internal controls that regularly assess the effectiveness of data management and record-keeping.

Discussed at each Board meeting

113

Risk assessment is a continual process and should take account of a changing environment and new and emerging risks, including
significant changes in or affecting the scheme and employers who participate in the scheme.

Discussed at each Board meeting

114

For example, where relevant, schemes should put in place systems and processes for making an objective assessment of the strength
of an employer’s covenant (which should include analysis of their financial position, prospects and ability to pay the necessary
employer contributions).

In Place - exercise to be undertaken again
soon

115

An effective risk assessment process will provide a mechanism to detect weaknesses at an early stage. Schemes should periodically
review the adequacy of internal controls in:

mitigating risks
supporting longer-term strategic aims, for example relating to investments
identifying success (or otherwise) in achieving agreed objectives, and

providing a framework against which compliance with the scheme regulations and legislation can be monitored.

116

Internal or external audits and/or quality assurance processes should ensure that adequate internal controls are in place and being
operated effectively. Reviews should take place when substantial changes take place, such as changes to pension scheme personnel,
implementation of new administration systems or processes, or where a control has been found to be inadequate.

Annually reviewed by Wales Audit Office.
Internal Audit completed in 2016 - still
awaiting final report for signing.

119

The legal requirements relating to internal controls apply equally where schemes outsource services connected with the running of the
scheme. Providers should be required to demonstrate that they will have adequate internal controls in their tenders for delivering
services. The requirements should be incorporated in the terms of engagement and contract between the scheme and service
provider. Outsourced services may include, for example, the maintenance of records and data, calculation of benefits and investment
management services. Where services are outsourced, sch s should be satisfied that internal controls associated with
those services are adequate and effective.

120

An increasing number of service providers are obtaining independent assurance reports to help demonstrate their abilit to deliver
quality administration services. Schemes should ask their service providers to demonstrate that they have adequate internal controls
relating to the services they provide. It is vital that schemes ensure they receive sufficient assurance from service providers. For
example, the information from providers should be sufficiently detailed and comprehensive and theservice level agreements should
cover all services that are outsourced. Schemes should also consider including provisions in contracts for outsourced services
requiring compliance with appropriate standards. This should help to ensure effective administration.

Administration




124

Failure to maintain complete and accurate records and put in place effective internal controls to achieve this can affect the ability of
schemes to carry out basic functions. Poor record-keeping can result in schemes failing to pay benefits in accordance with scheme
regulations, processing incorrect transactions and ultimately paying members incorrect benefits. For funded schemes, it may lead to
schemes managing investment risks ineffectively. There is also the potential for the maladministration of members’ contributions and
failure to identify any misappropriation of assets. Schemes should be able to d rate to the , where required, that they
keep accurate, up-to-date and enduring records to be able to govern and their p efficiently.

Data Quality testing Undertaken in 2018.

125

d

Scheme s must h and operate internal controls, which should include processes and systems to support
record-keeping requirements and ensure that they are effective at all times.

Data Quality and Testing Policy in place

126

Scheme managers must ensure that member data across all membership categories specified in the Record Keeping Regulations is
complete and accurate. Member data should be subject to regular data evaluation.

Data Quality and Testing Policy in place

127

Scheme managers must keep specific member data, which will enable them to ly identify a sch ber and
benefits correctly. This is particularly important with the establishment of career average revalued earnings (CARE) schemes.Scheme
managers must be able to provide members with accurate information regarding their benefits (accrued benefits to date
and their future projected entitlements) in accordance with legislative requirements, as well as pay the right benefits to the right
person (including all beneficiaries) at the right time.

128

Schemes should require participating employers to provide them with timely and accurate data in order for the scheme manager to
be able to fulfil their legal obligations.Schemes should seek to ensure that pr are blished by employers which enable the
transmission of complete and accurate data from the outset. Processes will vary from employer to employer, depending on factors such
as employee turnover, pay periods, number of employees who are members and the timing and number of payroll processing systems.

129

Schemes should seek to ensure that employers understand the main events which require information about members to be passed
from the employer to the scheme and/or another employer, such as when an employee:

joins or leaves the scheme

changes their rate of contributions
changes their name, address or salary
changes their member status, and

transfers employment between scheme employers.

Guidance and training provided at time of
Admission into Fund

130

Schemes should ensure that appropriate procedures and timescales are in place for scheme employers to provide updated
information when member data changes, for checking scheme data against employer data and for receiving information which may
affect the profile of the scheme. If an employer fails to act according to the procedures set out above, meaning that they and/or schemq
managers may not be complying with legal requirements, those under a statutory duty to report breaches of the law to the regulator
under section 70 of the Pensions Act 2004 should assess whether there has been a relevant breach and take action as necessary.

Guidance and training provided at time of
Admission into Fund

131

Schemes should be able to trace the flow of funds into and out of the scheme and reconcile these against expected contributions
and scheme costs. In doing so, they will have clear oversight of the core scheme transactions andshould be able to mitigate risks
swiftly.

132

Scheme managers must keep records of transactions made to and from the scheme and any amount due to the scheme which has
been written off. They should be able to demonstrate that they do so.

133

udi dq h

Scheme managers must keep records of p board any made. should also keep records of
key discussions, which may include topics such as compliance with policies relating to administration of the scheme.

Available in Minutes

134

Scheme managers must also keep records relating to any decision taken by members of the pension board other than at a pension
board meeting, or taken by a committee/sub-committee, which has not been ratified by the pension board. The records must
include the date, time and place of the decision and the names of board members participating in that decision. This will ensure that
there is a clear and transparent audit trail of the decisions made in relation to the scheme.

Available in Minutes

Schemes should retain records for as long as they are needed. It is likely that data will need to be held for long periods of time and
schemes will need to retain some records for a member even after that individual has retired, ensuring that pension benefits can be
properly administered over the lifetime of the member and their beneficiaries.Schemes should have in place adequate systems and

Currently 15 years following GDPR review.

135

processes to enable the retention of records for the necessary time periods.

Schemes should have policies and pr that data on an ongoing basis to ensure it is accurate and complete, regardless |Monthly Data exchange and cleanse via
136 of the volume of scheme transactions. This should be in relation to all membership categories, including pensioner member data iconnect

where queries may arise once the pension is being paid.

137

Schemes should adopt a proportionate and risk-based approach to monitoring, based on any known or historical issues that may have
occurred in relation to the scheme’s administration. This is particularly important for the effective administration of CARE pension
schemes, which requires schemes to hold significantly more data than needed for final salary schemes.

138

Schemes should continually review their data and carry out a data review exercise at least annually. This should include an
assessment of the accuracy and completeness of the member information data held. Schemes should decide the frequency and nature
of the review in light of factors such as the level of data quality, any issues identified and key scheme events.

Data Quality testing and Improvement Plan

139

Where the management of scheme data has been outsourced, it is vital that schemes understand and are satisfied that the controls
in place will ensure the integrity of scheme member data. They should ensure that the administrator has assessed the risks that poor
or deficient member records may present to the scheme and has taken the necessary steps to mitigate them, where applicable.

Data Quality testing and Improvement Plan

140

Where there has been a change of administrator or the administration system/platform, <hemes should review and cleanse data

records and satisfy themselves that all data are complete and accurate.




141

Where schemes identify poor quality or missing data, they should put a data improvement plan in place to address these issues. The
plan should have specific data improvement measures which schemes can monitor and a defined end date within a reasonable
timeframe when the scheme will have complete and accurate data.

Data Quality testing and Improvement Plan

142

Schemes should ensure that member records are reconciled with information held by the employer, for example postal address or
electronic address (email address) changes and new starters. Schemes should also ensure that the numbers of scheme members is as
expected based on the number of leavers and joiners since the last reconciliation. Schemes should be able to determine those memberg
who are approaching retirement, those who are active members and those who are deferred members.

Monthly/Annual Reconciliation

143

Schemes must ensure that processes that are created to manage scheme member data meet the requirements of the Data
Protection Act 1998 and the data protection principles.

reviewed under GDPR May 2018

144

Schemes should understand:

o their obligations as data controllers and who the data processors are in relation to the scheme

« the difference between personal data and sensitive personal data (as defined in the Data Protection Act 1998)
* how data are held and how they should respond to data requests from different parties

* the systems which need to be in place to store, move and destroy data, and

* how data protection affects member communications.

reviewed under GDPR May 2018

147

Where applicable, schemes should be able to demonstrate that they keep records in accordance with these and any other relevant lega

requirements. Schemes should read the relevant legislation and any guidance in conjunction with this code where applicable.

ning C u

Employer contributions must be paid to the scheme in accordance with any requirements in the scheme regulations. Where
employer contributions are not paid on or before the date they are due under the scheme and the scheme manager has reasonable
cause to believe that the failure is likely to be of material significance to the regulator in the exercise of any of its functions, the scheme
manager must give a written report of the matter to the regulator as soon as reasonably practicable.

reviewed under GDPR May 2018

148

scheme at the latest by the 19th day of the month following the deduction, or by the 22nd day if paid electronically (the ‘prescribed
period’), or earlier if required by scheme regulations. References to ‘days’ means all days. References to ‘working days’ do not include
Saturdays, Sundays or Bank Holidays.

149

the failure is likely to be of material significance to the regulator in the exercise of any of its functions, they must give notice of the
failure to the regulator and the member within a reasonable period after the end of the prescribed period. Where there is a failure to
pay employee contributions on an earlier date in accordance with scheme regulations,schemes should also consider their statutory
duty under section 70 of the Pensions Act 2004 to assess and if necessary report breaches of the law. For more information about
reporting breaches of the law, see this section of the code.

150

As part of the requirement to establish and operate adequate internal controls,scheme managers should ensure that there are
effective procedures and processes in place to identify payment failures that are — and are not — of material significance to the
regulator. A ‘payment failure’ is where contribution payments are not paid to the scheme by the due date(s), or within the prescribed
period and a ‘materially significant payment failure’ refers to a payment failure which is likely to be of material significance to the
regulator in the exercise of its functions.

151

Schemes should monitor pension contributions, resolve payment issues and report payment failures, as appropriate, so that the
scheme is administered and managed in accordance with the scheme regulations and other legal requirements.

152

Adequate procedures and processes are likely to involve:
developing a record to monitor the payment of contributions
monitoring the payment of contributions
managing overdue contributions, and

reporting materially significant payment failures.

153

h

These procedures and processes should help s to meet their y duty to report materially significant payment
failures to the regulator, as well as ensuring the effective management of scheme contributions and payment of the right pension.

155

Public service pension schemes which meet these exemptions should nonetheless develop a record for monitoring the payment of
contributions to the scheme (a contribution monitoring record, which must reflect any requirements in scheme regulations where
relevant). Schemes should prepare thecontributions monitoring record in consultation with employees.

156

A contributions monitoring record will enable schemes to check whether contributions have been paid on time and in full, and, if they
have not, provide a trigger for escalation for schemes to investigate the payment failure and consideration of whether scheme
managers need to report to the regulator and, where relevant, members.

157

A contributions monitoring record should include the following information:

« contribution rates

 the date(s) on or before which employer contributions are to be paid to the scheme

 the date by when, or period within which, the employee contributions are to be paid to the scheme

o the rate or amount of interest payable where the payment of contributions is late.

158

The date when employer contributions must be paid is the date on or before which they are due under the scheme in accordance with
the scheme regulations (or other scheme documentation). Schemes should assess the timing of payments against the date specified.

161

Schemes should monitor contributions on an ongoing basis for all the membership categories within the scheme. Schemes should
regularly check payments due against the contributions monitoring record.

162

Schemes should apply a risk-based and proportionate approach to help identify employers and situations which present a higher
risk of payment failures occurring and which are likely to be of material significance and require the scheme manager to intervene.




163

Schemes should be aware of what is to be paid in accordance with the contributions monitoring record or other scheme
documentation, which may be used by the pension scheme. Schemes should also have a process in place to identify where payments
are late or have been underpaid, overpaid or not paid at all.

165

Schemes should have adequate internal controls in place to monitor the sharing of payment information between the employer,

p h and . Where the necessary payment information is not automatically available or provided by employers,
schemes should request the additional information they need. Schemes may not need to obtain payment information as a matter of
course, only where it is required for effective monitoring.

h

166

Scheme managers must record and retain information on transactions, including any employer and employee contributions received
and payments of pensions and benefits, which will support them in their administration and monitoring responsibilities.

167

Where the administration of scheme contributions is outsourced to a service provider, schemes should ensure that there is a process
in place to obtain regular information on the payment of contributions to the scheme and a clear procedure in place to enable them
to identify and resolve payment failures which may occur.
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When schemes identify or are notified of a problem, theyshould assess whether a payment failure has occurred before taking steps
to resolve and, if necessary, report it. During their assessment, schemes should take into account:

* |egitimate agreed payments made directly by an employer for scheme purposes, ie where the scheme has agreed that a contributions
payment can be made late due to exceptional circumstances

* |egitimate agreed payment arrangements made between an employee and employer, ie where the employer has agreed that a
contribution payment can be made late due to exceptional circumstances

 contributions paid directly to a pension provider, scheme administrator or investment manager

* any AVCs included with an employer’s overall payment.
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Where schemes identify a payment failure, they should follow a process to resolve issues quickly. This should normally involve the
following steps:

a. Investigate any apparent employer failure to pay contributions in accordance with the contributions monitoring record or legal
requirements.

b. Contact the employer promptly to alert them to the payment failure and to seek to resolve the overdue payment.
c. Discuss it further with the employer as soon as practicable to find out the cause and circumstances of the payment failure.

d. Ask the employer to resolve the payment failure and take steps to avoid a recurrence in the future.
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information will help to provide evidence of schemes’ effective monitoring processes and could help to demonstrate that the scheme
manager has met the legal requirement to establish and operate adequate internal controls. It will also form part of the decision of
whether or not to report a payment failure to the regulator and, where relevant, members.
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Provid
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The regulator recognises that a monitoring process based on information provided by employers may not be able to confirm deliberate
underpayment or non-payment, or fraudulent behaviour by an employer. Schemesshould review current processes or develop a new
process which is able to detect situations where fraud may be more likely to occur and where additional checks may be appropriate.

ing information to Membe

Scheme regulations must require scheme managers to provide an annual benefit information statement to each active member of a DB
scheme established under the 2013 Act or new public body scheme. The statement must include a description of the benefits earned b
a member in respect of their pensionable service.
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The first statement must be provided no later than 17 months after the scheme regulations establishing the scheme come into force.
Subsequent statements must be provided at least annually after that date.
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Statements must also comply with HM Treasury directions in terms of any other information which must be included and the manner in
which they must be provided to members.
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Managers of a scheme must also provide a benefit statement following a request by an active, deferred or pension credit member of a
DB scheme if the information has not been provided to that member in the previous 12 months before that request.
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These benefit statements must include information about the amount of benefits by reference to a particular date and how they are
calculated. The full details depend on the type of member making the request.
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The information must be given as soon as practicable but no more than two months after the date the request is made.




Under the Disclosure Regulations 2013, managers of a scheme must provide other information to members and others in certain
circumstances (for example, on request). The Regulations set out the information which must be given, the timescales for providing
such information and the methods that may be used. Not all information must be provided in respect of all public service pension
schemes (there are some exemptions for specified public service schemes or according to the type of benefit offered), but information
which scheme managers may need to provide includes:

* basic scheme information

« information about the scheme that has materially altered

« information about the constitution of the scheme

* annual report (this requirement will generally not apply to unfunded DB public service pension schemes and DB schemes for local
government workers) information about funding principles, actuarial valuations and payment schedules (these requirements will
generally not apply to unfunded DB public service pension schemes and DB schemes for local government workers)

* information about transfer credits

« information about lifestyling (this requirement will not apply in respect of DB benefits in public service pension schemes)

* information about accessing benefits, and

* information about benefits in payment.

The detail of the information that must be provided to scheme members and others and any exemptions are set out in the Disclosure
Regulations 2013. Managers must provide the required information, along with confirmation that members may request further
information and the postal and email addresses to which a person should send those requests and enquiries.

Managers of a scheme must ensure that scheme members and others are given information in accordance with the Disclosure
Regulations 2013, unless they are an ‘excluded person’ (as defined above).

The Disclosure Regulations 2013 make provision for scheme members and others to receive information that is relevant to their pensior|
rights and entitlements under the scheme. The categories of people who are entitled to receive information vary according to the
different types of information, and there are exemptions where information has already been provided in a specified period. The detail
of who is entitled to any particular type of information is set out in the Disclosure Regulations 2013 but may include any of the following
(‘a relevant person’):

* active members

o deferred members

* pensioner members

* prospective members

* spouses or civil partners of members or prospective members

« other beneficiaries, and

* recognised trade unions.

Managers must disclose certain basic information about the scheme and the benefits it provides to a prospective member (if practicablg
to do so) or a new member. Where the manager has received jobholder information for the member or prospective member they must
provide the information within a month of the jobholder information being received. Where they have not received jobholder
information, they must provide the information within two months of the date the person became an active member of the scheme.

Managers must also provide information on request to a relevant person within two months of the request being made, except where
the same information was provided to the same person or trade union in the 12 month before the request.
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Generally, schemes may choose how they provide information to scheme members, including by post, electronically (by email or by

making it available on a website) or by any other means permitted by the law. For benefit statements issued under the 2013 Act, HM
Treasury directions may specify how the information must be provided. Where schemes wish to provide information required under the
Disclosure Regulations 2013 by electronic means there are important steps and safeguards that must first be met. These include:

* scheme members and beneficiaries being provided with the option to opt out of receiving information electronically by giving written
notice to the scheme

* managers being satisfied that the electronic communications have been designed:

— so that the person will be able to access and either store or print the relevant information and

— taking into account the requirements of disabled people

 ensuring that members and beneficiaries who were members or beneficiaries of the public service pension scheme on

1 December 2010 (where the scheme had not provided information electronically prior to that date) has been sent a written notice

(other than via email or website), informing them that:

— it is proposed to provide information electronically in the future and

— scheme members and beneficiaries may opt out of receiving information electronically by sending written notice.
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Where schemes make information or a document available on a website for the first time, they must give notice (other than via a
website) to the recipient. They must ensure that the notice includes:

* a statement advising that the information is available on the website
¢ the website address
« details of where on the website the information or document can be read, and

* an explanation of how the information or document may be read on the website.
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When any subsequent information is made available on a website, managers of a scheme must give a notice (other than via a website)
to recipients informing them that the information is available on the website. This notice will not be required where:

* at least two documents have been given to the recipient by hand or sent to the recipient’s last known postal address

* each of those letters asks the recipient to give their electronic (email) address to the scheme and informs the recipient of their right tq
request (in writing) that information or documents are not to be provided electronically

¢ a third letter has been given to the recipient by hand or sent to the recipient’s last known postal address and includes a statement
that further information will be available to read on the website and that no further notifications will be sent to the recipient and

* the managers of the scheme do not know the recipient’s email address and have not received a written request that information or
documents are not to be provided to the recipient electronically.

206

In some cases, the Disclosure Regulations 2013 specify that information must be made available by one of the following methods:
 available to view free of charge, at a place that is reasonable having regard to the request

* published on a website (in which case the procedure to be followed before making information available on a website does not apply,
except that the person or trade union must be notified of certain details)

 given for a charge that does not exceed the expense incurred in preparing, posting and packing the information, or

* publicly available elsewhere.
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Schemes should design and deliver communications to scheme members in a way that ensures they are able to engage with their
pension provision. Information should be clear and simple to understand as well as being accurate and easily accessible. It is important
that members are able to understand their pension arrangements and make informed decisions where required.
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Schemes should attempt to make contact with their scheme members and, where contact is not possible, schemes should carry out a
tracing exercise to locate the member and ensure that their member data are up-to-date.

Numbers of "Gone Away" members
identified. Address tracing exercise to be
undertaken late 2018.
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Where a person has made a request for information, schemes should acknowledge receipt if they are unable to provide the information|
at that stage. Schemes may encounter situations where the time period for providing information takes longer than expected. In these
circumstances, schemes should notify the person and let them know when they are likely to receive the information. Scheme managers
and managers (where different) must provide information in accordance with the time periods specified in the 2013 Act and Disclosure
Regulations 2013.
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To promote transparency, schemes should make information readily available at all times to ensure that prospective and existing
members are able to access information when they require it.

Resolving Issues

Website, Intranet




Pensions Decision - Pensions
Administration Manager. Employer
decision - HR Manager

IDRP information made available to
Specified Person

Detail in Letter.

Included in letters

Included in letters

Two-stage adopted

Within 6 months of being notified of
decision

Within 6 months of being notified of
decision

Matter to be acted upon quickly but within
4 months

Procedure is documented and evidenced
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Applicants must be notified of the decision made by a scheme manager and specified person (where applicable) within a reasonable
time period after the decision has been made123. Schemes should usually notify applicants of the decision no later than 15 working
days after the decision has been made. However, there may be cases where it is possible to notify an applicant sooner than the
reasonable time given. Where this is the case, there should not be a delay in notifying them of the decision.
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Applicants must be notified of the decision made by a scheme manager and specified person (where applicable) within a reasonable
time period after the decision has been made123. Schemes should usually notify applicants of the decision no later than 15 working
days after the decision has been made. However, there may be cases where it is possible to notify an applicant sooner than the
reasonable time given. Where this is the case, there should not be a delay in notifying them of the decision.
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Scheme regulations or other documents recording policy about the administration of the scheme should specify internal dispute
resolution arrangements. Schemes should focus on educating and raising awareness of their internal dispute resolution arrangements
and ensuring that they are implemented.
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Schemes should ensure that the effectiveness of the arrangements is assessed regularly and be satisfied that those following the
process are complying with the requirements set, which includes effective decision making. This is particularly important where the
arrangements require employers participating in the pension scheme to carry out duties as part of the process, for example where
schemes have implemented the two-stage procedure and employers are acting as the specified person for the first stage

Guidance provided to Employers and
individuals where appropriate
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Schemes should confirm and communicate their arrangements to members, for example, in the joining booklet. Schemes should make
their arrangements accessible to potential applicants, for example by publishing them on a scheme website.

Information readily available
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Scheme managers must provide the following information

about the procedure and processes the scheme has in place for the internal resolution of disputes to certain people in certain
circumstances124:

* prospective members, if it is practicable to do so

* any scheme members who have not already been given the information

* certain relevant people who request the information and who have not been given that information in the previous 12 months, and

* members or prospective members when schemes receive jobholder information, or when a jobholder becomes an active member, in
connection with automatic enrolment.
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Scheme managers must also provide the postal or email address and job title of the person to contact in order to make use of the
internal dispute arrangements.

Included in correspondence

238

In addition, scheme managers must provide information about TPAS and the Pensions Ombudsman at certain stages125. Upon
receiving an application for the resolution of a pension dispute, scheme managers (or the specified person) must make the applicant
aware as soon as reasonably practicable that TPAS is available to assist members and beneficiaries of the scheme and provide contact
details for TPAS. When notifying the applicant of the decision, scheme managers must also inform the applicant that the Pensions
Ombudsman is available to investigate and determine complaints or disputes of fact or law relating to a public service pension scheme
and provide the Pension Ombudsman’s contact details.

Included in correspondence
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Schemes can decide what information they need from applicants to reach a decision on a disputed matter and how applications should
be submitted. Schemes should ensure they make the following information available to applicants:

 the procedure and processes to apply for a dispute to be resolved
o the information that an applicant must include
 the process by which any decisions are reached, and

* an acknowledgement once an application has been received.
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When reviewing an application, scheme managers and specified persons (where relevant) should ensure that they have all the
appropriate information to make an informed decision. They should request further information if required. Scheme managers and
specified persons should be satisfied that the times taken to reach a decision and notify the applicant are appropriate to the situation
and that they have taken the necessary action to meet the reasonable time periods. Scheme managers should be able to demonstrate
this to the regulator if required.

Reporting Breaches of the Law

244

Schemes should be satisfied that those responsible for reporting breaches are made aware of the legal requirements and this guidance.
Schemes should provide training for scheme managers and pension board members. All others under the statutory duty to report
should ensure they have a sufficient level of knowledge and understanding to fulfil that duty. This means having sufficient familiarity
with the legal requirements and procedures and processes for reporting.
















