
Good governance is central to a well-run pension scheme. We 
give our top tips for trustees looking to evaluate and improve 
the core governance of their scheme. 
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The foundation of a well-managed pension scheme is good governance. In 
the response to its recent consultation on the “Future of trusteeship and 
governance”, the Pensions Regulator (the “Regulator”) emphasised this and 
stated its aspiration that all savers will “…participate in well-run schemes that 
have excellent standards of governance.” 

1. Plan ahead for trustee meetings
As routine trustee meetings will often take place on a quarterly 
basis (and quite possibly more frequently in the current 
environment), it is vital to ensure that meeting time is used as 
effectively as possible. With that in mind:

–  trustees and key advisers should input into the agenda  
before it is finalised

–  meeting papers should be circulated at least two weeks in 
advance to ensure that trustees have adequate time to  
consider and evaluate the issues that will be discussed

–  any trustee decisions that will need to be taken at the meeting 
should be highlighted so they can be considered ahead of time 

Action: Set appropriate deadlines for issuing the agenda and 
meeting papers and highlight what decisions will need to be made 
in advance of each meeting. This applies just as much to virtual 
meetings as to face to face gatherings.

2. Trustee minutes and actions
Minutes are the official record of the discussions and decisions 
made at each meeting – and the document of record by which 
trustees will be judged legally – so their content and accuracy is 
paramount. The minutes should be prepared shortly after each 
meeting and include a summary of the matters discussed and the 
decisions reached. Given their importance, legal review 
is recommended. 

It’s also good practice to maintain a log of all actions arising from 
each meeting so that they can be reviewed and monitored 
between meetings. 

Action: Ensure that accurate minutes of meetings are produced 
and reviewed by all parties after every meeting. Record all action 
points in a log that is regularly reviewed.

Whilst each pension scheme is unique, the governance framework that sits behind the running of each scheme should be robust and 
appropriate. Good governance should enhance decisions and lead to positive member outcomes, supporting the Regulator’s statement. 

Governance touches on all aspects of managing a pension scheme, from running trustee meetings to managing risk, from reviewing 
investment strategies to issuing member communications. To help schemes navigate through the governance landscape, we’ve set out 
below some top tips for trustees.
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3. Sub-committees
Sub-committees are often formed to support in areas where there is a 
greater workload, for example, funding and investment, administration, 
communications or where there is a particular project to consider 
such as a re-organisation of the sponsor’s business. 

Delegation of powers to a sub-committee can: 

–  reduce the workload on the full board and unlock time at 
trustee meetings

–  utilise the expertise of individual trustees (depending on their skillset 
and background)

–  allow delegated matters to be considered in greater detail and more 
efficiently

Before a sub-committee is set up, the scheme’s rules – and the articles 
of any trustee company – should be considered to ensure that a 
delegation can be granted. Once that’s done, we’d suggest drafting a 
terms of reference document which sets out the responsibilities, 
composition and reporting terms back to the full trustee board. 

Action: Consider if it would be efficient to establish one or more 
sub-committees to progress certain areas of trustee business.  This 
can be particularly important at times – like now - when normal 
business operations are under challenge.

4. Business plan 
Producing and maintaining a business plan will support good 
governance through planning ahead and prioritisation. The Regulator 
notes that a “clear purpose and strategy is essential” to managing a 
scheme and that a business plan can help, amongst other things to:

–  set strategic goals

– monitor progress in achieving the goals

– take action where objectives aren’t being met

In addition to considering more strategic objectives, the trustees’ 
business plan should also set out key statutory deadlines, build in time 
for trustee training and set out where input is required from 
professional advisers. 

Action: Ensure that the scheme’s business plan is reviewed and 
updated on a frequent basis. 

5. Conflicts of interest 
Conflicts of interest need to be managed proactively and 
appropriately. In order to understand and identify actual or potential 
conflicts, trustees should ensure that they have a conflicts of interest 
policy in place, maintain a conflicts register and cover conflicts of 
interest as an agenda item at every trustee meeting. Trustees should 
also ensure that they have the appropriate training, as required, on 
conflicts of interest. 

Trustees should evaluate and manage all conflicts but, if in doubt, legal 
advice should be sought. Any decision taken on the management of 
conflicts should be recorded in the minutes.

Finally, don’t forget that third party adviser conflicts will also need to be 
identified and managed in a similar way.

Action: Implement and maintain a conflicts policy and conflicts 
register for trustee and third party adviser conflicts. Request legal 
support where necessary to ensure that conflicts are evaluated and 
managed in an appropriate way. 

6. Risk register
Risk management is an important consideration for trustees. Key areas 
of risk in pension schemes centre around funding and investment, 
scheme administration, legal compliance and business continuity  
(see below). As highlighted by the Regulator, trustees should also be 
alive to “new and emerging risks” such as cyber security but also risks 
that directly affect members, such as pension scams (a heightened risk 
at present).  To assist with risk management, trustees should produce 
and maintain a risk register that assesses the likelihood of a particular 
risk happening against its potential impact and this should be 
considered regularly. 

Action: Ensure that systems are in place to identify, assess and manage 
risks and ensure these are reviewed frequently. Maintain a risk register 
and consider it regularly, adding new and emerging risks 
as appropriate.
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7. Business continuity plans 
The coronavirus pandemic has highlighted the need for business 
continuity plans (“BCPs”) to not only be in place, but to be effective 
when action needs to be taken. Trustees need to ensure that, as far as 
possible, day to day activities such as the payment of pensions to 
members can take place. As such, it’s crucial for trustees to understand 
the BCPs that are in place for the scheme’s administrator and all third 
party advisers. Trustees also need to consider if they have the 
appropriate systems in place to continue operating as an effective 
trustee board during a crisis event. 

Action: Take steps to make sure that your administrator and third party 
advisers have a BCP in place to ensure that key scheme activity is 
maintained during a crisis event. 

8. Relationship with the sponsor
Having an open dialogue with the scheme’s sponsor will ultimately 
benefit trustees in managing their scheme and understanding the 
covenant and other support afforded to the scheme. Whilst there is no 
one size fits all approach to maintain a successful relationship with the 
sponsor, it can help both parties to document expectations around 
information sharing. Also, inviting a representative from the sponsor to 
trustee meetings (even if just for one meeting per year) could help 
strengthen the relationship between both sides. This could be 
particularly helpful for DB schemes when discussing investment 
strategy and assumptions regarding the scheme’s valuation but can 
also add value in a DC environment. 

Action: Where appropriate, consider drafting a protocol to cover the 
nature and frequency of information provided by and to the sponsor.

Coming down the track…
Governance standards and requirements are constantly changing and 
trustees need to be alive to this. Following the Regulator’s recent 
response to its consultation on the “Future of trusteeship and 
governance”, it is important to look out for governance developments 
in relation to trustee knowledge and understanding, diversity on 
trustee boards and expectations in relation to trustee learning and 
development.

© Eversheds Sutherland 2020. All rights reserved. DTUK002138_04/20

Scott Rorke
Senior Associate

T: +44 161 831 8564
scottrorke@ 

eversheds-sutherland.com

Visit the Future of Pensions hub

Download the Future of Pensions report

eversheds-sutherland.com

Good governance guide 
Mallowstreet blog

https://www.eversheds-sutherland.com/global/en/what/practices/pensions-law/future-of-pensions/index.page
https://www.eversheds-sutherland.com/global/en/what/practices/pensions-law/future-of-pensions/future-of-pensions-research-report.page?
https://www.eversheds-sutherland.com/global/en/index.page

