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Trustee risk review

The management of risk is an essential part of the internal
control procedures of any corporate entity —
do the same control procedures apply to your pension scheme?




Why do a risk review?

There are many parallels between the management of a business and the
management of a pension scheme. A trustee can be thought of as a "non-
executive director", having overall responsibility but delegating key elements of
the running of the scheme to others. However, delegation can often increase risk
rather than reduce it.

By undertaking an objective risk review you will hopefully be reassured that
many risks are already well controlled but you may also identify areas in which
your processes might be improved.

What is involved?

* LCP’s trustee risk reviews focus on five key areas:

delivery of member benefits
delegation of trustees’ responsibilities
trustee decision making process
protection of trustees
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ongoing employer commitment

+  The risk review process will highlight:

) overlooked or poorly controlled risks

p risks which could materially affect the ability of the scheme to meet
its objectives
) broad principles of best practice across a range of issues and risks

The risk review will result in an action plan that provides a
framework for ongoing risk management of the scheme and
a continuous process of good governance.

Risk Assessment

Risk Management
« Periodic Action Plan + Ongoing
. Led by trustees * Delegated

Governance

» Oversight & monitoring
» Principles & policy
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“The process of taking a
step back from the
management of the scheme
and focusing on wider
issues, such as our
interaction with the scheme
sponsor and all our
aavisers, was a valuable
use of time. We now have
a clear plan of action to
manage our risks going
forward. Overall, we
found the exercise
very worthwhile.”

Mike Noble, Trustee
The Hilton Group Pension Plan

Benefits to Trustees

— identify major risks

— plan how to meet them
review procedures
peace of mind

Benefits to Sponsors
mitigate and control risks

align pension plan risk with
corporate approach

Benefits to
Pensions Managers

collaborative process
cost effective




Trustee Risk Review

Examples of areas that will be covered:

Scheme management

Do you as a trustee have processes in place that identify, control
and mitigate risks across all your areas of responsibility?

Do you feel that your time spent as a trustee is used effectively and
is focused on the core issues around running the scheme?

“Going through this review
reassured us that we
have the appropriate

controls and processes
in place, and that we are

Regulatory compliance

Are you confident that your scheme is well placed to remain
compliant with the latest regulatory developments as they arise?

Benefit & asset accounting focusing our energy into
Is the checking process on the transfer of information from payroll to the right channels. It also
the administrator robust enough to pick up errors or deliberate fraud? highlighted the need for

appropriate and thorough

Management of assets R el
Are you satisfied that the controls around management and Rebecca Shevill
custodianship of assets are strong enough? Pensions Manager

Interbrew UK Ltd

Funding of benefits (for Defined Benefit or Hybrid schemes)

Have you identified and discussed what could undermine your
funding strategy?

Benefits administration
Are you confident that your members receive their correct benefits?
Is communication with members clear and accurate?

Action plan

By combining our analysis with our experience of working with
clients over many years, we guide you to assess your own plan’s
exposure to these risks. From this, the risks and existing controls are
recorded and, where improvements are needed, the actions agreed

and prioritised. If you would like more

information on trustee

risk reviews please call

on +353 (0)1 6144 393

We find that workshops are the best approach to risk reviews and deliver a '
number of other benefits. They: or email:

) . ) martin.haugh@lIcpireland.com
are interactive and practical

involve trustees, the pension manager and scheme advisers

further improve communications between these various parties
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About LCP

Lane Clark & Peacock Ireland Limited offers a full range of actuarial, benefit consultancy and risk services to
clients, through LCP Trustee Consulting, LCP Corporate Consulting, LCP Financial Dynamics Practice, LCP
Insurance Consulting and LCP Investment Consulting.

The LCP Trustee Consulting practice focuses on providing advice on pensions issues that are of concern to
trustees, such as implementing the new pension scheme funding regime, assessing the adequacy of contribution
plans, advising on investment issues, assessing the strength of the employer covenant, and advising on the issues
surrounding insolvency and the winding up of pension schemes.

The LCP Corporate Consulting practice specialises in advising companies on how best to manage their pension
schemes’ finances through contributions, investment policy and other approaches. The practice also advises
companies on how best to manage the impact of their pension schemes on company finances, how to represent
pension schemes in company accounts, ensuring that benefit plans attract and retain employees effectively, and
managing benefit issues in mergers & acquisitions.

The LCP Financial Dynamics practice specialises in offering a new dimension to risk appraisal, business
modelling and valuations for companies. The practice uses advanced financial models to give companies a
competitive advantage when considering business decisions.

The LCP Insurance Consulting practice provides specialist actuarial advice in the field of insurance and
reinsurance. The practice also advises on wider risk management issues for insurance organisations.

The LCP Investment Consulting practice specialises in advising both corporate sponsors and pension scheme
trustees on the appropriate investment policy, as well as on the broader areas of risk management. The practice is
able to identify the potentially complex and conflicting needs, explain clearly how to address those needs and help
with the implementation of the chosen solution.

LCP employs more than 450 staff including over 200 full and part qualified actuaries. We serve a wide range of
clients around the world, including some of the largest global multinationals, such as ABN-AMRO, Hilton
International, InBev, Smith & Nephew and Standard Chartered. We also serve a number of private equity houses,
charities and unions.

Should you have any further questions about our client satisfaction survey or any of our services,
please call Martin Haugh on +353 (0)1 6144 393 or visit our website: www.Icpireland.com
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