


Independent and Professional Services for
Trustees of Occupational Pension Schemes

The duties of pension scheme trustees are increasingly
complicated and onerous. Trying to keep pace with
changing pensions legislation and regulations is a tough
but essential job.

The Pensions Act 2004 seeks to raise the standard of
pension scheme governance, and trustees are expected
to have a greater knowledge and understanding of
pension issues than hitherto, and may also be placed in
a position of conflict with the sponsoring employer.

Trustees must also govern the scheme within the context
of the post ‘A-Day’ tax environment, following the
implementation of the Finance Act 2004.

It's a daunting challenge but fortunately you don’t have
to struggle on alone. Over a decade ago, in the 1993
Goode Report, the important role of independent
trustees was recognised and a recommendation made
that they be appointed to most pension schemes.

At Alexander Forbes Trustee Services we believe that
this advice is even more relevant today as trustees
struggle to keep abreast of developments while
simultaneously managing potential conflicts in their

key relationships with the employer, trade unions and
professional advisers. We recognise and appreciate that
with the best will in the world it is extremely difficult for
trustees — whether member nominated or company
appointed — to avoid conflicts of interest and to maintain
total impartiality in employment related issues.

We understand the complexity of negotiations between
trustee boards and employers, in active, closed and
wind-up situations. We have extensive knowledge of these
sensitive issues, backed by several decades of hands

on experience. The appointment of an independent
professional trustee to the board can eliminate points

of conflict, and can provide an impartial channel of
communication between the trustees and the employer.

Our senior people have considerable experience in
dealing with conflict and reaching appropriate and
mutually satisfactory solutions for both the trustees and
the employer. We can also recommend insolvency and
business recovery professionals who are able to report
on an employer’s current position and future prospects.

In the following pages we provide examples of how we
can help. Please contact us for further information.
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Alexander Forbes

Services for Pension Schemes

Professional Trustee

As the role of trustee becomes increasingly more
demanding, we believe that a professional trustee can
play a vital part in ensuring that a pension scheme is
managed with maximum efficiency and at a controlled
cost. Whether a pension scheme is an active arrangement,
closed (either to new entrants or for future accrual) or in
wind-up, we are happy to act as a trustee, taking on the
role of Chairman and/or Secretary and to support or lead
discussions with employers on important issues.

Services include:
® Compliance with pensions legislation

® Scheme specific funding and negotiations with
the employer over Contribution Schedules and
Recovery Plans

® Communication with members and
their representatives

® Communication with regulatory bodies

® Ensuring that third party professionals carry out their
duties efficiently and at a predetermined cost

® Assisting with the dialogue between trustees and the
employer over the strength of the employers’ covenant

® Negotiations with the employer over additional
security or contributions to minimise the PPF levy

® Asset allocation and scheme investments (this is a
trustee duty but the employer will have a keen interest
in the investment policy)

® Discretionary issues such as early retirement,
incapacity and death benefits

® The identification and resolution of legal issues

Changes to scheme benefits (some employers may
wish to reduce benefit accrual to save costs)

Transition to a new pension arrangement, where this
is appropriate
Protecting members’ interests in the event of a

company merger or sale

The design, implementation and monitoring of the
wind-up process




Trustee Training

The appointment of a professional goes a long way
towards resolving the trustees’ dilemmas. However,
there is no substitute for the confidence that formal

training offers. The combination of a well-informed
trustee board, supported by the professional trustee,
meets the very highest standards demanded by the
government and regulators.

Under the terms of the Pensions Act 2004, trustees

are expected to be conversant with the documents
governing their scheme, and have a knowledge and
understanding of the law relating to pensions and

trusts, and the principles behind scheme funding and
investments (TKU). They must also develop negotiation
skills in order to deal with their key relationships with

the employer, the trade unions or other employee
representative bodies, and with their professional advisers.

The wrong decision at a critical moment could expose
trustees to personal financial penalties and there is doubt
over the effectiveness of exoneration clauses to provide
complete immunity. The need for formal training has
never been greater.

In order to assist trustees to comply with the requirement
to assess their knowledge and understanding,
Alexander Forbes Trustee Services has created a free
“TKU Healthcheck” service. The data on an initial
questionnaire will be analysed in order to highlight areas
that require priority training and a bespoke training plan
will be designed.

Please contact us for copies of the TKU Healthcheck
questionnaires.

Risk Management &
Internal Controls

Trustees are responsible for the administration of their
pension schemes and the security of the scheme’s
assets. Even where some of the functions have been
delegated to third parties, the trustees remain responsible
for ensuring that those functions are properly carried out.

The Pensions Act 2004 requires trustees and managers
of pension schemes to have in place adequate internal
controls to help them monitor the management and
administration of the scheme and for the security and
safe custody of the scheme assets. The details of the
requirements are laid down in a Code of Practice issued
by The Pensions Regulator.

The methodology for setting the controls is based on
a risk assessment process similar to that proposed for
Company Directors in the Turnbull report.

Based on our long experience in managing occupational
pension schemes, AFTS can assist trustees with the risk
assessment process and the drafting and analysis of
appropriate controls to minimise the risks to the finances
and credibility of the scheme and the trustees.
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Alexander Forbes

Services for Insolvency Practitioners

For several decades Alexander Forbes Trustee Services
has provided specialist pension services for insolvency
practitioners and business recovery professionals.

The pension issues that result from insolvency cases are
extremely complicated and sensitive. Alexander Forbes
Pensionbrief is the ultimate survival guide.

The Pensionbrief service provides:
® An initial rapid response report to assess the situation

® A detailed description of the structure of the
pension arrangements

® Guidance on whether the scheme should report
under Section 120 of the Pensions Act 2004

e A full audit of the immediate and impending issues
that must be tackled

® A clear presentation of the available options

® An executive summary that sets out the main
considerations and the necessary actions

® The report is provided at a fixed cost per scheme

The Pensionbrief service aims to provide a thorough
assessment of any work required to complete the
wind-up of the scheme.

The pension issues that result from insolvency cases are
extremely complicated and sensitive. Alexander Forbes

Pensionbrief is the ultimate survival guide.




