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Introduction

1.

This code of practice relates to the authorisation and supervision
of master trusts, which was introduced by the Pension Schemes
Act 2017 (the Act) and the Occupational Pension Schemes (Master
Trusts) Regulations 2018 (the Regulations).

The publication of this code of practice is a statutory requirement.’
This code’s purpose is to set out clearly how an application for
authorisation is made and the matters we will take into account
when considering applications. The code will help those involved
in master trusts to understand how to satisfy us that the
authorisation criteria are met at application and continue to be met
throughout supervision.

This code applies to those involved in the operation of a master
trust, for example trustees, scheme strategists, scheme funders and
their advisers.

This code assumes that trustees have a good working knowledge of
existing legal requirements and our expectations in other codes of
practice, which will continue to apply where relevant in addition to
the authorisation regime.

This code of practice is issued by The Pensions Regulator (TPR), the
body that regulates occupational pension schemes. The code has

been produced under the power given to us in section 90 of the
Pensions Act 2004.

Our statutory objectives are:

» to protect the benefits of pension scheme members
» to reduce the risk of calls on the Pension Protection Fund (PPF)

» inrelation to the exercise of functions under Part 3 of the
Pensions Act 2004 only, to minimise any adverse impact on the
sustainable growth of an employer

» to promote, and improve understanding of, the good
administration of work-based pension schemes, and

» to maximise compliance with the duties and safeguards in the
Pensions Act 2008.

We have a number of regulatory tools, including issuing codes of
practice, to enable us to meet our statutory objectives.

Codes of practice provide practical guidelines on the requirements
of pension legislation and set out standards of conduct and practice
expected of those who must meet these requirements.

This code is supported by a number of products, including

guidance, which assists trustees in applying for authorisation and T . _

throughout supervision to understand the evidence that will need Section 90(2)(a) and (jb)
. Pensions Act 2004.

to be provided.
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Introduction

Status of this code of practice

10. Codes of practice are not statements of the law and there is no
direct penalty for failing to comply with them?, although the
Regulations do provide for certain requirements to be set out in
the code and it is therefore a legislative requirement that those
provisions are followed. The parts of the code with a direct legislative
underpin are clearly indicated where referred to. The code sets out
what we will take into account in deciding whether we are satisfied
that a master trust meets the authorisation criteria. This includes the
information we expect to take into account in our assessment and
the standards we expect to see. If we are not satisfied that a master
trust meets all the criteria then we would not be able to authorise it
(or may de-authorise it), and our decision on this will be informed by
the expectations we have set out in this code.

11. It is not a statutory requirement for the provisions of the code of
practice to be followed, except in the circumstances set out above,
but if you do follow the code’s provisions you should be doing
enough to comply with the law in respect of those specific matters
on which the code gives guidance or sets out standards. You may
use alternative methods to those in the code in order to comply with
the law, however we may rely on the code before the Determinations
Panel or in legal proceedings as evidence that a requirement has
not been met3 and you would need to establish that the alternative
approach still met the underlying legal requirements.

12. If there are grounds to issue an improvement notice, or a compliance
notice, we may direct a person to take, or refrain from taking, steps
that are specified in the notice. These directions may be worded by
reference to a code of practice issued by us, and failing to comply
with an improvement notice or compliance notice carries a penalty.*
If we decide not to authorise a master trust, or to de-authorise a
master trust after it has obtained authorisation, the reasons for our
decision may refer to this, or any other, code of practice.

2
Section 90(4)
Pensions Act 2004.

3
Section 90(5)
Pensions Act 2004.

4

Section 13(8)
Pensions Act 2004.
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Introduction

Authorisation

13.

14.

15.

16.

17.

18.

Master trusts are required to be authorised in order to operate and
this code sets out the process for trustees to make an application
for authorisation. For a master trust to be authorised, we must be
satisfied that it meets all of the authorisation criteria.

This code sets out what we expect to take into account in deciding
whether we are satisfied that a master trust has met the criteria. The
code should be read in conjunction with relevant legislation and
accompanying guidance that provides more practical information
on how trustees may demonstrate that the scheme meets the
authorisation criteria.

The application for authorisation needs to be submitted by the
trustees and should be in our required format. The trustees should
be able to satisfy us that the scheme meets the criteria and the
application form(s) will guide trustees through the information and
evidence that must be submitted.

If a master trust is not authorised, it cannot operate and will be
required to wind up and transfer any members it may have.

After a transitional period for existing schemes, a master trust
cannot operate until it has been authorised.

We expect trustees, strategists, funders and those supporting them,
to be open and honest in the information provided and in their
dealings with us. Providing false or misleading information could
lead to a master trust not being authorised or being de-authorised.

Supervision

19.

20.

21.

Once authorised, those running a master trust will need to satisfy
us that it continues to meet the authorisation criteria. This is
called supervision.

Supervision will be a risk-based proactive process through which
we will seek to understand how master trusts continue to meet
the authorisation criteria. As part of this process, there will be a
supervisory return, which will provide updates against the criteria.
This can be issued no more than once per year. Significant events
must also be reported to us as they may have an immediate
impact on a master trust’s continuing ability to meet one or more
authorisation criteria.

If we are no longer satisfied that a master trust meets the
authorisation criteria we may take regulatory action, including
deauthorising the master trust.
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Introduction

What is a master trust?

22.

23.

24.

25.

26.

This section of the code covers master trusts and certain other types
of pension schemes that are to be treated as master trusts for the
purposes of Part 1 of the Act. The definition in this section of the
code is drawn from the Act and Regulations. This section provides a
summary of the position and should be read in conjunction with the
Act and Regulations.

Trustee boards should consider the need for professional advice to
establish the extent to which the legislation applies to them.

Should a pension scheme that is a master trust under the Act® and
Regulations® not apply for authorisation before it starts to operate,
it will be required to cease operating and wind up. If the master
trust started operating before 1 October 2018, it must apply for
authorisation before the end of the application period (1 April
2019, or up to six weeks later if an extension is granted) or it will be
required to cease operating and wind up’. Where an application
for authorisation is made, the master trust can continue to operate
while the application is determined. New master trusts from 1
October 2018 must apply for and receive authorisation before they
are permitted to operate.?

The law? defines a master trust scheme as an occupational pension
scheme which:

. . . 5
» provides money purchase benefits (whether alone orin Sections 1 and 2 Pension
conjunction with other benefits) Schemes Act 2017.
» isused, orisintended to be used, by two or more 5
unconnected employers, and Regulations 3, 28 and

29 of the Occupational
Pension Schemes
Any scheme offering mixed benefits which meets the definition is (Master Trusts)

also required to comply with the legislation and the requirements Regulations 2018.
of this code in respect of the money purchase benefits. There are
some exceptions to this which are set out below.

» is not arelevant public service pension scheme.

7

Section 3 Pensions
Schemes Act, as
modified by paragraph
8 of Schedule 2

to the Act, for the
period following the
commencement date.

8
Section 3 Pension
Schemes Act 2017.

9

Section 1(3) Pension
Schemes Act 2017 and
sections 1 and 2 Pension
Schemes Act 2004.
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Introduction

Cluster schemes

27.

28.

29.

30.

31.

32.

This code also covers groups of schemes providing money purchase
benefits (whether alone or in conjunction with other benefits), none
of which are master trusts, but where each scheme in the group is
under ‘common control” with other schemes in the group. We refer
to these arrangements as cluster schemes. In this case the schemes
are together treated as a single master trust.

Common control is defined as a situation where schemes have three
of the following people in common:

a. A scheme funder (or a person who would be a scheme funder if
the scheme were a master trust scheme).

b. A scheme strategist (or a person who would be a scheme
strategist if the scheme were a master trust scheme).

c. A person who promotes or markets the scheme.
d. A majority of trustees.

Alternatively, where the schemes have two of the persons listed
above in common, and are provided by a common service provider
or are subject to the same rules, they will be treated as a single
master trust scheme.

A group of schemes will not be regarded as a cluster scheme where
they only have outsourced service providers in common. Cluster
schemes are regarded as a single master trust where separate
schemes are subject to the same controlling influences.

Schemes such as relevant small schemes'0 (where 50% or more of
the trustees are members of the scheme), single member schemes
and schemes where the only money purchase benefits are in respect
of AVCs or transfers in (subject to restrictions on when those AVCs/
transfers were received) will not be regarded as cluster schemes.
Nor will a cluster scheme be created where we have appointed a
professional independent trustee to one of the schemes, provided
it is closed to future contributions.!! The requirement to treat
separate schemes as a single master trust will also not apply where
all of the employers in a cluster of schemes are connected as
prescribed in legislation.'2

A group of schemes, where one is a master trust and the other(s)
are promoted primarily to provide decumulation options for current
or former members of that master trust, will be treated as a single
master trust scheme where they are under common control.

10

Regulation 27(3) of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018 and
regulation 1(2ZB) of

the Occupational
Pension Schemes
(Scheme Administration)
Regulations 1996.

11

Regulation 29 of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.

12

Regulation 29 of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.
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Schemes that fall out of scope

33. For the avoidance of doubt, the Act does not apply and a scheme
will not be a master trust where one or more of the following

paragraphs apply:

a.

All of the employers participating in it are connected. The Act
and Regulations set out the circumstances in which employers
are connected. These include where employers are part of a
group undertaking as set out in legislation'? or are connected
through certain corporate activity such as joint ventures.

Mixed benefit schemes where:

— the only money purchase benefits are attributable to the
additional voluntary contributions (AVCs) made by or on
behalf of non-money purchase members when they are
active members of the scheme, or

— when they have ceased to be active members of the
scheme because they have reached a maximum service
limit in relation to the scheme.’

Mixed benefit schemes where the only money purchase
benefits are money purchase rights or benefits transferred in
respect of members who — at the time of the transfer — were
active non-money purchase members of the scheme, and where
those benefits are closed to future accrual.’®

Schemes where the only money purchase benefits are
attributable to pension credits.!’

Schemes offering only defined benefits.

Schemes providing money purchase benefits, alone or together
with other benefits, used or intended to be used by two or
more employers which on 20 October 2016 had membership
limited to members, or former members, of a pension scheme
established by statute for a specific occupational group,
industry or profession, which ceased to accept new members
before 1 April 2019.18 In this case, a new member would include
a deferred member who restarted active membership, except
where this was as a result of a TUPE transfer.

Schemes with only one member who is, or has been, employed
by all the employers which use the scheme.?

Schemes which are relevant small schemes (commonly known
as SSASs), where the scheme only has one member, or where
50% or more of the trustees are members of the scheme. These
schemes continue to be regulated where the relevant legislation
applies, as described in our existing codes and guidance.

13
Section 1161 (5)
Companies Act 2006

14

Regulation 3(1)(e) of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.

15

Regulation 27(4)(a) of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.

16

Regulation 27(4)(b)
of the Occupational
Pension Schemes
(Master Trusts)
Regulations 2018.

17

Regulation 27(4)(c) of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018 and
section 29 Welfare
Reform and Pensions
Act 1999.

18

Regulation 26(1) of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.

19

Regulation 27(1) of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.
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Northern Ireland

34.

35.

36.

37.

In this code, references to the law extend to the territories of
England and Wales and Scotland. The code will be updated to
include references to corresponding legislation in Northern Ireland
when this is brought into force.

The Pension Schemes Act 2017 introduces a prohibition on
operating a master trust unless the scheme is authorised. ‘Operates’
is defined? in this Act as:

» entering into an agreement with an employer for the provision
of pensions savings, or

»  accepting money from members or employers in respect of
fees, charges and contributions in relation to the scheme.

A master trust scheme may not operate in England and Wales or
Scotland unless authorised under the Pension Schemes Act 2017,
even if the scheme itself is based in Northern Ireland.

This means that an unauthorised master trust scheme established
anywhere in the UK cannot agree to provide a pension for an
employer’s workforce based in England and Wales and Scotland,
nor can it accept contributions, fees, charges or similar from
members or employers based in England and Wales and Scotland.

20
Section 3(5) Pension
Schemes Act 2017.
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The authorisation criteria

38.

39.

40.

The Act sets out the criteria that we need to be satisfied master
trusts meet for them to be authorised.

We will need to be satisfied that a master trust meets all five of the
authorisation criteria?! to be authorised and operate in the market.

The authorisation criteria are as follows:

a. Fit and proper
All individuals being assessed must be able to satisfy us that
they are fit and proper because they meet the standard of
honesty, integrity and knowledge appropriate to their role.

b. Systems and processes
Master trusts must have sufficient IT systems and processes in
place to run efficiently and have robust systems and processes
to effectively govern the scheme and comply with all the
relevant requirements.

c. Continuity strategy
Sufficient contingency planning is crucial to the effective
running of a master trust and we'll be looking for a credible
strategy as to how members will be protected if there is a
triggering event and how a master trust may be closed down or
how the triggering event will be resolved.

d. Scheme funder
Any scheme funder must be a body corporate or partnership
and only carry out activities relating directly to master trusts
(unless exemptzz). We will be looking for clear evidence in
relation to its business activities that it is able to financially
support the master trust.

e. Financial sustainability
The master trust needs to have enough financial support to
ensure it can set up and operate on a day-to-day basis and
to cover the costs subsequent to a triggering event without
increasing the cost to members. A key part of demonstrating
that the authorisation criteria are met is by having a business
plan in place setting out the expected activities and growth of
the master trust and how they will be funded. This plan will be
critical in our assessment of whether a master trust meets the
authorisation criteria.

21

Section 5(1) and (3)
Pension Schemes
Act 2017.

22

Regulation 8 of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.
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Fit and proper

41.

42.

43.

44

45.

Need to know

The requirement to be assessed as fit and proper applies to the scheme trustees, scheme

funder, scheme strategist and various other roles. Schemes will have to identify each person

subject to a fit and proper test.

There are different thresholds to this criterion for different roles. We may look through corporate

structures to the individuals on relevant boards who are performing core functions in relation to

the scheme. Details of, and forms for, the application process are provided online.

Evidence required

The evidence required will vary from role to role. A declaration and criminal conviction

certificate will be required for each individual subject to the assessment.

For trustees and strategists, we may request evidence of competence, including statements

of development, evidence of qualifications or learning programmes and other relevant

professional experience.

In order to obtain authorisation, we must be satisfied that those
who exert control over the master trust are fit and proper.23 The
Regulations?4 set out the matters we must take into account in our
assessment. These matters relate to:

a. honesty, integrity and financial soundness
b. competence
c. conduct.

We may also take into account other matters we consider

appropriate, including those relating to a connected person.?

We may take into account matters that occur within and outside
the UK.

In applying for authorisation, trustees need to ensure that sufficient
evidence has been provided to demonstrate that every person who
needs to be assessed meets the requirements.

Our expectation is that before applying for authorisation, those
running master trusts will use this code to carry out due diligence
(to the extent possible) to determine if the relevant persons meet
the requirements to be fit and proper, and identify any action
needed. The trustees are required to submit the application, but
applications are likely to be stronger if the funder, strategist and
trustee work together.

23
Section 7(1) Pension
Schemes Act 2017.

24

Regulation 5 and
Schedule 1 to the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.

25
Section 7(4)(b) Pension
Schemes Act 2017.
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Who we will assess

Who we will assess

46. We expect the application for authorisation to identify the persons
who fulfil the roles?® that are part of the fit and proper assessment
and to provide evidence of their fitness and propriety to us in the
application. Where the roles are fulfilled by a corporate entity,
we will assess the appropriate senior individuals. We would not
normally expect to assess the corporate entity as a whole.

47. ltis possible for an individual or legal entity to have more than one
role in relation to a master trust. For example, they can be both a
strategist and funder. In that case, the person will be assessed for
fitness and propriety in relation to each role.

Identifying who is subject to the fit and proper test

48. The person who establishes the master trust
This is the person who established the trust deed and rules and may
have provided the initial financial backing for the master trust. They
may still be the scheme funder or scheme strategist. In some cases,
they may remain connected to the master trust in the capacity of
a shadow director or scheme adviser. If they no longer have any
decision-making capacity in, or influence over, the master trust, we
do not consider that they need to be assessed.

49. Trustee
A trustee board may be comprised of one or more of the following:

— If the master trust has trustees who are appointed in their
capacity as individuals, all of those trustees will need to
be identified.

— If atrustee is a corporate body, then all of the trustee directors
carrying out trustee functions in relation to the scheme will
need to be identified.

— If any trustee directors are themselves a corporate body,
the individual who is performing the core functions?’ and
decision-making on behalf of the trustee director will need to 2%
be identified. If two or more individuals exercise core trustee Section 7(2) Pension
director functions on behalf of a corporate trustee director, they Schemes Act 2017.
will all need to be identified.

27
50. Scheme funder Regulation 5 and
A scheme funder is required to be a body corporate or paragraph 2 of
hio.28 Wh th h funder i te bodv. all Schedule 1 to the
'par‘trTers |p.' ere the sc eme uq ’er is a corporate body, a Occupational Pension
individual directors need to be identified. Where the scheme funder Schemes (Master Trusts)
is a partnership, all partners need to be identified. Regulations 2018.
28
Section 10(2) Pension
Schemes Act 2017.
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Who we will assess

51.

52.

53.

54.

55.

56.

The scheme funder?? is a person who:

a. isliable to provide funds to enable the master trust to
continue to run if it cannot meet its running costs from member
charges, or

b. is entitled to receive profits from the scheme where member
charges exceed running costs.

They may also be required to do the following:

c. Pay for the cost of running the master trust following a
continuity 0|otion3’O if there is a triggering event.

d. Agree the business plan and continuity strategy with the
trustees and strategist.

Whether a person is a scheme funder, or performing a core function
on behalf of one, is a question of fact. It is not determined by their
job title but what the person does in practice.

The scheme funder will most commonly be the person who is
financially supporting the master trust, with, where relevant, the
expectation of being able to later draw profits. It is not necessarily
the case that the person who is financially supporting the master
trust is the same as the person who is entitled to receive profits from
it. If this is the case, then both parties may be the scheme funder.

A scheme may have more than one funder. We do not consider

it practical for a scheme to have a significant number of scheme
funders, as it decreases visibility of scheme funding and may make it
more difficult to satisfy us that they are able to support the scheme.
The requirement for us to assess the fitness and propriety of a
scheme funder does not apply to mixed benefit schemes with two or
more scheme funders, each of which are participating employers.3'

In not-for-profit or other schemes where excess profits are used to
improve the service to members, we do not consider that the members
fall within the second part of the definition of scheme funder (a
person entitled to receive profits where charges exceed costs).

29
If a master trust operates from its own resources and has no legally Section 39(1) Pension
enforceable support from a third party or participating employers, Schemes Act 2017.
there may not be a scheme funder. These schemes may generate 0
sufficient income from assets under management or other fees and Section 23 Pension
therefore not need financial support from a scheme funder. Schemes Act 2017.
31

Regulation 28(1) and (2)
(b) of the Occupational
Pension Schemes
(Master Trusts)
Regulations 2018.
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57.

58.

59.

60.

61.

62.

Scheme strategist

All persons who fulfil the role of scheme strategist32, whether in

an individual capacity or on behalf of a corporate entity, will need
to be assessed. We recognise that a scheme strategist may be an
individual, multiple individuals, a legal entity or operate collectively
as a group of individuals.

All master trusts will have a scheme strategist. Your scheme
strategist will be a person or group of people who makes business
decisions about the master trust's commercial activities. This
includes making business and strategic decisions about how the
master trust will be run, such as which market segments the master
trust is open to, the benefits that are offered and the staffing levels
needed to operate.

The persons responsible for making these decisions must be
identified as the scheme strategist, rather than one person
being nominated as strategist where they do not actually make
those decisions.

Your scheme strategist is accountable for producing and
maintaining the business plan33 and continuity strategy.3* By
accountable, we mean the individual or group who makes the
decisions on what the business plan and continuity strategy will
contain. This does not extend to the trustees or scheme funder
where they approve the documents.

Persons who can appoint or remove trustees

We expect all persons who have the power to appoint or remove
trustees will be identified in the application. The trust deed would
normally identify who has this power. Members who vote as part of
an election process do not normally have the power to appoint and
they would not need to be identified.

Persons who have the power to vary the terms of the trust, or
vary the master trust if it is not held under trust

We expect all individuals and legal entities who have this ability to
be identified in the application. Where the scheme is under trust,
the trust deed will normally identify who has this power. We do not

consider that this includes employers who solely have the ability 32

to change the admission criteria for their section, or individual Section 39(1) Pension

members who have no other role within the master trust. Schemes Act 2017.
33

Section 9(1) and (3)
Pension Schemes
Act 2017.

34

Section 12(3) and (7)
Pension Schemes
Act 2017.
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Our approach to assessment

63.

64.

65.

Promoter or marketer

In addition, we may also assess a promoter or marketer of the
scheme. This will usually be in circumstances where the master trust
offers white labelled products or where the business model relies
on a limited pool of introducers. The individuals carrying out the
functions of a promoter or marketer should be included as one of
the persons to be assessed for fitness and propriety if one or both
of the following conditions are met:

a. The promoter or marketer has a level of influence in the
scheme, either in relation to other parties who have control in
running the master trust or in relation to the scheme’s design
and the benefits offered.

b. The promoter or marketer has a financial motive, receiving
commission or consultancy charges from the scheme or having
access to wider incentives such as a promise to award a contract
or benefit from other services provided to the scheme.

Our expectation is that, in applying for authorisation, trustees
will need to identify whether a promoter or marketer needs to
be included in the application according to the above criteria, or
provide an explanation as to why there are no relevant people.
We may choose to assess promoters or marketers that are not
specifically identified.

We may also consider other matters we consider appropriate,
including whether there are any persons connected to those
we are assessing that are relevant to our assessment of fitness
and propriety.

Our approach to assessment

66.

The Regulations set out the matters that we must take into account
when determining whether we are satisfied that a master trust is
operated by fit and proper persons. In carrying out this assessment,
we will consider the current and past behaviour of persons
(conduct), their competence to fulfil the requirements of their role
at the scheme, and any relevant financial matters. When considering
these matters, we will take the following factors into account:

a. The impact on others of the past or current behaviour
or actions.

b. How long ago the issue occurred.

c.  Whether there has been a pattern of behaviour which
creates concern.

Code of Practice no. 15 Authorisation and supervision of master trusts G



Our approach to assessment

67.

68.

69.

70.

We have set out below, for the fitness and propriety test, the factors
that are more likely to satisfy us that a person is fit and proper.

In a small number of matters, for example certain unspent criminal
convictions or bankruptcy, we would be very unlikely to be satisfied
that an individual is fit and proper. This is due to the serious nature
of these matters, which are strong indicators that a person lacks
the integrity or competence needed when charged with the care of
members’ pension savings and the management of their scheme.

If an application is submitted where these matters affect an
individual, we will seek to understand from the trustees how they
took reasonable steps to satisfy themselves that the individual
meets the requirements to be fit and proper.

In some cases, these matters may mean that an individual is
automatically barred under existing legislation from acting in different
capacities, for example from being a trustee if they are bankrupt.

Honesty, integrity and financial soundness

71.

72.

73.

74.

For a scheme to be authorised, we must be satisfied about
the honesty, integrity and financial soundness of all persons
being assessed, given all roles have significant control over
members’ savings.

If an individual is currently subject to a bankruptcy order, bankruptcy
restrictions order (including an interim order) or an award of
sequestration, we are very unlikely to be satisfied that they are fit
and proper.

If an individual has been or is likely to be subject to bankruptcy, a
county court judgment (CCJ) or individual voluntary arrangement
(IVA) including where an application has been made for a
bankruptcy order or a bankruptcy petition has been served - we are
more likely to be satisfied where:

a. they were discharged from bankruptcy, the CCJ or IVA more
than five years before the authorisation application

b. there is not a pattern of bankruptcy, CCJs and IVAs

c. the CClJs do not indicate a persistent failure to settle
outstanding debits.

If an individual is currently disqualified from acting as a director due
to unfit conduct®®, we are very unlikely to be satisfied that they are

fit and proper.
prop 35
https://www.gov.uk/
company-director-
disqualification

Code of Practice no. 15 Authorisation and supervision of master trusts @



Our approach to assessment

75.

76.

77.

78.

79.

If an individual was a director or partner of, or concerned in the
management of, a business that went into insolvency, liquidation or
administration either at the time of the event or 12 months before
that event occurring, we are more likely to be satisfied where:

a.

they can demonstrate they were not significantly responsible in
the failing of that company as a result of their action or inaction

there have not been multiple occurrences

the event occurred more than five years before the application
for authorisation.

If an individual is currently prohibited or disqualified from acting as
a trustee (in any capacity), we are very unlikely to be satisfied that
they are fit and proper in any of the roles we assess.

If an individual has an unspent criminal conviction3® related to
dishonesty, fraud or financial crime, we are very unlikely to be
satisfied that they are fit and proper.

If a individual has an unspent criminal conviction which is not
related to dishonesty, fraud or financial crime, we are more likely to
be satisfied where:

a.

the conviction relates to a minor offence, depending on
the particular circumstances of the offence and any
mitigating factors

there are not multiple convictions

the conviction is not relevant to the role being undertaken
in the master trust.

If an individual has been the subject of any adverse judgments or
settlements in civil proceedings, particularly in connection with
investment or other financial business, misconduct, fraud or the
formation or management of a corporate body, we are more likely
to be satisfied where:

a.

there is not a pattern of recurrent proceedings/ settlements for
a breach of contract, or failure to fulfil obligations or duties

the individual being assessed did not have a significant role in
the events that led to proceedings being brought

the impact that their action or inaction has had on other
individuals or organisations was relatively limited

the proceedings solely relate to family or private matters.
36
Within the meaning
of section 1 of the
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Offenders Act 1974.
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Our approach to assessment

Competence

80.

81.

82.

Trustees and strategists have overall responsibility for the

direction and operation of the master trust. It is therefore
paramount that these individuals have the relevant skills, knowledge
and experience to meet the needs of the scheme to ensure
adequate member protection.

This should not stop a less experienced individual from taking on
a new role, as long as they have a basic level of knowledge before
they're appointed.

We expect the trustees and the scheme strategist to demonstrate
they possess the relevant knowledge, skills and experience at the
time of applying for authorisation and throughout supervision.

Trustee competence

83.

84.

We will look at individual competence as well as the overall skills
and experience possessed by the board.

We expect each trustee to be able to demonstrate a basic level

of knowledge and understanding needed to run the master trust,
at the time of appointment, which is equivalent to the Trustee
Knowledge and Understanding set out in legislation.3” We are
more likely to be satisfied that each trustee has demonstrated they
possess the knowledge needed at the time of the application, and
subsequently throughout supervision, where:

a. they have completed the relevant modules of our Trustee
toolkit or equivalent learning programme, or

b. they demonstrate that they have gained sufficient equivalent
knowledge in relation to the scheme being authorised, through
previous experience over a number of years of acting as a
trustee or senior pensions role within a DC, mixed benefit or
master trust scheme.

37

As defined in sections
247 and 248 Pensions
Act 2004.
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Our approach to assessment

85. In addition to individual knowledge, it is equally important that the
trustee board as a whole is able to demonstrate that they jointly
possess the skills, knowledge and experience to run the master trust
effectively. In assessing this, we are more likely to be satisfied where:

a. the board can demonstrate that it has the skills, knowledge and
experience appropriate for governing their master trust

b. there is a balance of skills and experience spread throughout
the board and not concentrated in one or two members

c. the board can demonstrate that it has a range of diverse
skills and experience in senior roles, to include DC pensions,
trusteeship, investment, administration and communications

d. thereis a plan in place for the ongoing maintenance and
development of the board’s knowledge. This should also
address how any skill gaps will be tackled.

86. By senior role, we mean an individual who has accountability
and responsibility for the day-to-day running of a company or
organisation, including management, supervisory, technical or
compliance oversight roles.

87. The board must3® be able to demonstrate how competency will be
maintained, including how they will identify and address skills gaps
and seek to increase knowledge. This may be done by having a
training, succession and development plan in place, setting out how
this will be implemented and how progress will be tracked against
the plan.

88. The board should be able to demonstrate that they have processes
and standards for ensuring individuals subject to contract,
employment or delegation are themselves individuals that
possess relevant skills, knowledge and experience. This should be
considered in conjunction with system and process requirements
and the objectives set out in the business plan.

89. Where they have engaged a service provider, they should be able to
demonstrate how they have assured themselves that the provider’s
staff has the necessary skills, experience and integrity.

38

Regulation 5 of the
Occupational Pension
Schemes (Master Trusts)
regulations 2018.
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Our approach to assessment

Scheme strategist competence

90.

91.

92.

93.

We are more likely to be satisfied of a strategist’s competence
where the strategist has relevant professional qualifications and
business experience, over a number of years, including experience
obtained from pension, financial or insurance businesses of a
similar scale.

We are less likely to be satisfied where business experience is
limited to small scale operations not related to pensions, financial
or insurance business, for example a single retail outlet.

Where the scheme strategist operates collectively as a group, we
are more likely to be satisfied where the group can demonstrate
that the majority of individuals possess relevant business experience
rather than this being concentrated in one or two individuals.

The scheme’s strategist must3? also be able to demonstrate
within the business plan how they intend to maintain and develop
competence and succession planning.

Conduct

94,

95.

96.

In addition to having the skills, knowledge and experience to
hold a role within a master trust, it is important that the role is
being performed in line with legal requirements and regulatory
expectations. A person’s conduct can be relevant to both fitness
and propriety.

We must?? take into account a person’s conduct over the five-year
period before the authorisation application in relation to, a role
held relevant to the assessed role. Their conduct will also be taken
into account on an ongoing basis after authorisation.

We are more likely to be satisfied of an individual’s conduct where
they act in an open, honest and transparent manner. We expect
individuals to be responsive to issues that may arise in their master
trust and to drive better outcomes for their members.

39

Paragraph 20 of
Schedule 3 of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.
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Paragraph 1 (j)(i) of
Schedule 1 of the
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Schemes (Master Trusts)
Regulations 2018.
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Our approach to assessment

97. With regards to specific matters, we are more likely to be satisfied
about an individual’s conduct where:

98.

a.

they are not currently, or have not been, under investigation
or are not subject to disciplinary action taken against them by
a regulatory authority (including TPR), government agency or
professional body

they have not had action taken against them or had
permissions or licences removed due to misconduct by a
regulatory authority (including TPR), government agency or
professional body

they are not subject to any disciplinary or criminal proceedings,
or have not been notified of any potential proceedings,
including investigations.

they have not been dismissed, resigned or forced to resign
from employment or a role involving a fiduciary duty due to
negligence or misconduct

they have not been dismissed or forced to resign over poor
management or failure to resolve a conflict of interest.

Being subject to an event outlined above does not automatically
mean that we will not be satisfied that an individual is a fit and
proper person. We will take into account all relevant circumstances
including its relevance to the role, frequency, severity, impact,
explanation offered, and whether the person took action to reduce
the likelihood of the event recurring and any other mitigating or
aggravating factors.
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Systems and processes

Need to know

Master trusts will have to confirm that their IT systems can provide a minimum functional
capability, and we may require them to demonstrate this to us. They will also be expected to
demonstrate that they have effective systems and processes for running and governing the
scheme and its operations.

Where a master trust is administered by third parties, the trustees will need to obtain
evidence from them as to how the authorisation criteria can be satisfied.

Evidence required

This may include assurance processes, audits, or similar materials received from
service providers.

Terms used

Financial transactions (including core transactions): This includes, but is not limited to,
investment of contributions, transfers of member assets in and out of the master trust,
switches of investments within the scheme, and payments from the scheme.

IT systems: IT systems used in the administration and governance of the master trust.

Processes: Processes and procedures that are followed in the administration and
governance of the master trust.

Reconciliation: The process of ensuring that the records of contributions, transactions
and investments on administration and other systems relating to the master trust and its
members are consistent.
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Systems and processes

99.

100.

101.

102.

103.

104.

105.

106.

107.

A master trust needs to satisfy us that it has sufficient systems and
processes in place for it to be run effectively.4’

For us to be satisfied, we will carry out our assessment in three main
areas:

a. The standards, functionality and maintenance of the IT systems
used in scheme administration and governance.

b. The systems and processes and controls that are used in
scheme administration.

c.  The governance arrangements and processes used to ensure
sufficient oversight of the master trusts activities.

We expect to see evidence that the systems and processes
demonstrate how the key parties involved in the day-to-day
running of the master trust (trustees, scheme strategist, funder,
administrator and those managing investments) will work together
to ensure effective governance.

We recognise that in a number of matters, the trustee may be
reliant on a third party to provide information on how the master
trust is administered. In these circumstances, while the activity
itself can be delegated, the accountability cannot be delegated.
This means the trustee will need to assure themselves of how the
requirements are met.

The application should provide details of the assessment that the
trustees have undertaken to demonstrate that the master trust
meets the systems and processes requirements.

This could be demonstrated through independent checks on the
master trust, internal audits and scheme documentation, particularly
in respect of the functionality and maintenance of IT systems.

Our expectation is that, if the trustees do not have the internal
expertise to assess the master trust systems and processes, then
they will need to include evidence in the authorisation application
that the master trust has had an external, independent external
assessment, particularly in respect of the functionality and
maintenance of IT systems.

Our systems and processes guide will provide further clarity of the
specific areas where we believe independent external assessment
frameworks and accreditations may support your evidence.

We are aware that, for many of these frameworks, the scope and
methodology used in the assessment can vary and therefore, we will
also want to see the scope, methodology and supporting evidence

used by the assessor in making their report. 41

Section 11(1) Pension
Schemes Act 2017.
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Systems and processes

108.

109.

110.

We will want to understand the control objectives that have been
included, excluded or modified in any assessment and how the
scope is relevant to the requirements for the systems and processes
criteria. In addition, we will want to understand the level of
interrogation that has been carried out in assessing the master trust,
for example if a site visit was carried out.

Where an independent assessment is provided, we expect the
trustees to identify any issues or concerns that they consider to be
material to their application.

We recognise that in some master trust operations, there will
be a suitably qualified internal audit function which may also be
able to provide the same level of scrutiny as an independent
external assessment.

Functionality and maintenance of IT systems

1.

112

113.

114.

115.

The Regulations*? set out the IT system functionality a master trust
is required to have in place to effectively run the scheme.

It will be difficult for us to be satisfied that a master trust has
sufficient IT systems to ensure it is run effectively if the required
functionality is not in place and its effective use cannot be
demonstrated.

System functionality is important as it provides a basis for good
administration and ensuring that members receive the correct
benefits at the right time.

The requirements set out are the basic functionality needed to
ensure the master trust can run effectively, but this doesn't stop it
from having more advanced technology.

The table on page 25 outlines the matters more likely to satisfy us in
relation to sufficient systems functionality.

42

Schedule 4(1) of the
Occupational Pension
Schemes (Master Trusts)
Regulations 2018.
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Systems and processes

Requirement Matters more likely to satisfy TPR

Administration » The default is for all payments in and out of the master trust
system payments to be made electronically and any manual payments are made
by exception.

» The IT system has the capability to accept contributions from a
range of sources*® and caters for different sizes of employers.

» There is a capability for the transfer of data and monies from
and to employers (including third party payroll or other providers
acting on behalf of employers), administration systems, (whether
in-house or third party), investment managers, and investment
platform providers.

Administration » The IT system has the capability to record members' benefits
system records** correctly, including identifiers,*® contributions, investments,
member decisions, payments and transfers.

» The IT system contains the functionality to record member
contributions and generates reporting on historic contributions,
including each pay period, the amount, when it was received and
invested, how it was invested and unitisation.

Administration » The IT system has the capability to process financial transactions,
system transactions including core transactions? automatically and securely, and
calculating accurate investments and disinvestments. This needs to
be the case where there is a member instruction or a default is used.

» The system has the capability to carry out reconciliations of data
against transactions and investments held and there is capacity
for the reconciliation to be carried out against all members and
multiple cycles.

» There is a process for rectifying any errors identified.

» There is segregation of duties in the administration system to
encompass a more junior level of clearance to input data and
request payments or investment changes, and a more senior level
to authorise changes and transactions.

» There are authorisation levels in the administration system to
prevent payments of certain sizes exceeding those allowed by the
trustee mandate.

43 This should include multiple employers, payroll systems and individuals where applicable.

44 Regulation 10 and paragraph 1 of Schedule 4 to the Occupational Pension Schemes (Master Trusts)
Regulations 2018.

45 This may include names, addresses, reference numbers, date of birth and membership dates.

46 Schedule 4(1) of the Occupational Pension Schemes (Master Trusts) Regulations 2018.

47 Schedule 4(1)(a) of the Occupational Pension Schemes (Master Trusts) Regulations 2018.
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Systems and processes

116. Having put the appropriate functionality in place, it is important that the IT system is
maintained to reflect the scheme'’s current needs and legal requirements. We are more likely
to be satisfied where:

Requirement Matters more likely to satisfy TPR

Planning for » Evidence is provided of how known changes to the system are
change®® planned and executed, and this is reflected in the business plan.

» Evidence is provided to show that the system is able to be updated.
There is evidence of a robust methodology for releasing changes
to systems, along with a portfolio of ongoing change to systems for
the period of the business plan.

» Thereis an IT process for making scheduled and known changes,
including annual updates and changes in tax thresholds.

» There are adequate and sufficient resources, with appropriate skills
and resources, to carry out the work.

» There is evidence that the IT system can meet the physical system
requirements anticipated in the business plan and that it has the
funds to meet those requirements.

» The business plan accounts for how planned and potential future
upgrades can be managed within the administration system and
the strategist and trustee are satisfied that the system can be
upgraded to meet the needs of the master trust.

» Thereis a policy in place for maintaining, upgrading, and
replacing hardware and software and this is accounted for in the
business plan.

48  Schedule 4(3) of the Occupational Pension Schemes (Master Trusts) Regulations 2018.
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Systems and processes

117. An important element of maintaining systems is ensuring that data is appropriately protected
and in this respect we are more likely to be satisfied where:

Requirement Matters more likely to satisfy TPR

Protecting data®’ » There are cyber defence strategies in place, including firewalls and
intrusion detection systems.

» There are procedures and protocols in place for governance,
the identification of risks and breaches, and responding to
cyber incidents.

» There are roles assigned to manage these protocols
and procedures.

» Scheme and member data should be backed up at least daily, with
backup servers at an external location and an offline backup.

» There is a disaster recovery process in place with roles assigned and
it is tested every six months, or over a longer period if appropriate
for the scheme and the risk being managed.

Systems and processes, including how they are governed

118. The Regulations set out the systems and processes that a master trust is required to have in
place to operate effectively. By processes, we mean policies, processes and procedures.

119. If a master trust does not have all relevant processes in place, we are unlikely to be satisfied that
the authorisation criteria have been met. We also expect to see evidence that the processes in
place are those being used in the running of the scheme and that they are effective.

120. We will expect to see provision for processes to remain fit for purpose and for it to be clear
how and when they will be reviewed.

121. In respect of data reconciliations on the administration system we are more likely to be
satisfied where:

Requirement Matters more likely to satisfy TPR

Reconciliations » The process demonstrates how reconciliations will be completed
and by who.

» Reconciliations are completed at least once a month.

» The process sets out the action that will be taken to put members
in the correct position if errors or inconsistencies are found and how
under/over allocations of units will be treated and funded.

49  Paragraphs 2 and 8 of Schedule 4 of the Occupational Pension Schemes (Master Trusts) Regulations 2018.
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Systems and processes

122. The table below outlines what will satisfy us around processes.

Requirement Matters more likely to satisfy TPR

Record-keeping™® » The process directs how records are kept up-to-date and that
exception reporting is in place to ensure that errors and gaps, once
identified, are reported to the relevant governance function.

» Thereis a plan to rectify data errors, and the business plan and
continuity strategy reflect the impact of the data quality within
the scheme.

» Evidence of service provider agreements that include provisions,
roles, responsibilities and source of funds for resolving errors that
impact members.

123. In respect of contributions, we are more likely to be satisfied where the master trust can
demonstrate that:

Requirement Matters more likely to satisfy TPR

Maintaining » There is a process for ensuring the mas