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The true value of a specialist pension
scheme secretary

It may be easy to think that the role of a pension scheme secretary is simply a matter of organising
meetings and taking minutes. Nothing could be further from the truth. The reality is that the role of
secretary to a trust-based pension scheme is the equivalent of a company secretary, and comes

with similar diverse legal and compliance requirements.

The changing world

In the UK, the shift from defined benefit (DB) to defined contribution (DC) pension schemes has been
well documented. Within just a few years, we may well find ourselves in a world where more than
90% of defined benefit schemes will be closed to future accrual and less than 10% of DB scheme

members are still employed by the scheme’s sponsor.
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As buying out and winding up a defined benefit scheme will be unaffordable for many,
most will be managed as closed schemes for many years to come. Employers in this

situation are faced with several challenges, including:

* high management cost for the closed scheme

* the need for ongoing funding negotiations with the trustees and to ensure the
scheme is well-governed - both areas that could cause reputational issues if not

managed carefully

¢ the cost of management time - especially when internal resources are used that
could be more profitably allocated elsewhere in the business

* loss of knowledge about the scheme within their business.

This could mean that significant amounts of time and money are still required from the
sponsoring employer; time and money that are not being used effectively to provide

reward for current employees.

At the same time, the move to defined contribution pensions is being accelerated by the
introduction of the new automatic enrolment requirements and the Pensions Regulator is

strengthening its focus on the governance of both trust and contract based DC schemes.

This brings an additional set of challenges, such as the need:

All of which are key areas highlighted in the recent Pensions Regulator’s consultation

document on defined contribution pension scheme management.
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The difference an experienced scheme secretary can make

Many employers will turn to their pension consultant, administrator or scheme provider to
help deal with these challenges. Whilst they can all certainly provide assistance, areas such

as scope of service, cost and independence should be considered.

Ideally, what is needed is someone who can ensure all third parties are used effectively
and appropriately. Historically, this would have been an employer’s pensions manager,
but few have them now. If they do, their time (and additional support available internally) is

often limited and they may be unable to focus on all the issues that will make a difference.

This is where a professional scheme secretary becomes especially valuable to an
employer, trustee body or pension governance committee. Aside from their excellent
organisation and project management skills, which are a given, the specialist knowledge
and extensive pensions experience a professional scheme secretary has can be used to

extremely good effect.

For example, they can:

-

V'
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Having a professional scheme secretary that is independent from the trustees/governance
committee and employer brings many benefits. Independence enables them to manage
expectations and balance requirements, whilst also ensuring that duties are properly
separated and internal controls are effective. This is particularly valuable when a conflict
of interest is present or possible. For example, if the employer’'s CFO asks the pensions
department to put a specific pension amount into payment, are the right controls in place

to ensure that this payment is being made in line with the scheme rules?

By choosing your scheme secretary carefully, you may find that you benefit from the

skills of more than just one individual. Some professional secretaries are backed up by a

supporting team, whose complementary technical and practical pensions experience will
also be available for you to draw on. This has the added bonus that succession planning
is already catered for, as a pool of experienced, highly-skilled people knowledgeable

about your scheme is immediately available to you if needed.

Minimising and managing the cost of providing and running a pension scheme is a key
issue for almost every employer and trustee body. As mentioned above, your scheme
secretary should help you make sure that third parties are being used effectively and
efficiently. However, by appointing a professional scheme secretary, you will also minimise
internal costs such as wages, overheads and management time, and achieve certainty
through a fixed fee agreement. Within your control, you will have a team member tap

that you can turn on when you need additional support - for example, when implementing

auto enrolment - and off again as soon as the period of peak workload has passed.

What do you think? Share your thoughts with us, email clare.owen@psitl.com

For further information about our services, visit www.psitl.com
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