Defined Contribution Services
Today, there are almost 20 million members in DC schemes, with more than 4
in 5 employers automatically enrolling their employees into master trusts. The
challenge facing employers and trustees is to help build members’ DC pots to a
level that provides an adequate retirement income.
Members depending on DC benefits for their
retirement expect to see their schemes working
hard for them. It is more important than ever
that DC schemes are well governed.
Looking ahead over the next five years, DC
schemes will come under increased scrutiny
from regulators and members to provide
better value for money. There will be higher
expectations of well-designed, ESG-aware
default investment strategies providing
sound returns at competitive fees, along with
technology-led member engagement.
Against this backdrop, the expertise of an
accredited, professional pension trustee to
achieve better outcomes for members has never
been more vital.

“ITS has been the sole trustee for
our DC plan since its inception
in 2014. We have developed
and maintained an excellent
working relationship over that
time. We have found that ITS
provides a proactive, balanced and
pragmatic approach to trusteeship,
understanding the purpose and
culture of our business.”
Ben Hawley – Manager, Pensions, IHG

Ongoing DC Trusteeship
ITS has significant experience of working
with over 40 DC Trusts in the capacity of
Chair, Co-trustee or as a Sole Trustee. We
critically understand the special dynamics
that distinguish a DC scheme including the:
•

importance of a well-designed default
investment strategy

•

nuances of auto-enrolment

•

communication cycle of DC

•

need for reliable administration

•

use of technology to deliver effective
member engagement

•

measurement and delivery of relative
value to members

•

ever-changing regulatory and compliance
environment

For those employers committed to
their own in-house DC schemes, ITS
brings deep experience to bear to help
futureproof your scheme and keep it
current. Our insight comes from our
involvement across the full DC spectrum
including single-employer and master
trusts, contract-based schemes and
Independent Governance Committees, as
well as DC sections in hybrid schemes and
sole trustee appointments.
This wide perspective brings industry
knowledge to benchmark schemes and
support ongoing delivery of value for
members.
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Transfers of DC schemes to Master Trust
As a result of all the demands on DC schemes, consolidation in the pensions industry is likely to be
one of the most significant future trends as schemes enable members to benefit from scale.
Having been involved in several bulk transfers of DC schemes into Master Trust, we have considerable
expertise at both trustee and support level (through our Trustee Governance Office) in:
•

Understanding the different roles in the
transfer process of the employer (focussed on
future contributions) and the trustee (focussed
on accumulated funds)

•

Targeting schemes’ Value for Money
proposition and selecting the right fit

•

Regulation and guidance surrounding
member consent

•

Communication to members

•

Investment mapping advice

•

Understanding the basis of project
management and milestones, including
ﬂexibility in meeting schedules

•

Leading and supporting lay trustees
throughout the transfer process

•

Taking advice and managing risks
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Move to DC Master Trust
good value for members and sponsor
Context
A long-standing, successful manufacturing
firm, Stelrad, operated a small DC trust-based
scheme alongside a group personal plan for autoenrolment purposes. The in-house trustees were
about to retire and approached ITS to consider
moving to a sole trustee arrangement.
The Challenge
While the pension trust was exceptionally well
governed, ITS raised the option of an authorised
master trust to combine all the company’s future
pension needs. Some time ago, Stelrad had
looked at master trusts but were unsure whether
the pricing could match or better their current
arrangements, which were already competitive.
They were also unsure whether their particular
contributions structure could be accommodated
by master trust providers.
Our Approach
ITS met with Stelrad’s Group Financial Controller
and Chair of Trustees as well as its long-term
legal and investment advisers. It was agreed that
in the recently authorised master trust market,
attractive terms were possible for the firm’s DC
trust and auto-enrolment members. Looking
ahead to upcoming regulatory and compliance
changes on the horizon for small DC schemes, it
also seemed that the company might be better off
outsourcing pension governance responsibilities,
with both costs and risks potentially reduced.
An initial market review was undertaken by
the scheme’s pension consultant to obtain
indicative terms from a long list of authorised
master trust providers. It was soon clear that
the move to master trust could achieve good
outcomes for both company and members. The
firm drew on one of its experienced engineering
project managers to lead the process, and ITS
was appointed to the Trustee board to support

the trustee governance and decision-making.
The company’s HR and finance teams worked
together with the trustees throughout the
selection, consultation, and transfer process,
while taking separate, independent advice and
decisions where appropriate. Members were kept
fully informed along the way, so they understood
their options.
The Outcomes
Over the following 12 months, the company
established a new section with an authorised
master trust for all ongoing employee pension
contributions. The existing scheme was fully
wound up and members’ trust-based pots
transferred to the new arrangement. 60% of
members in the GPP consented to their pot
following suit. Default fund fees for members
were on average 40% lower than the previous
arrangements and Stelrad’s direct costs and
risks of governing an inhouse scheme fell away.
Members also gained access to high quality
communications and support services, as well
as at-retirement guidance and drawdown when
needed. Despite the challenges of the COVID-19
pandemic and property fund suspensions, the
move to master trust was fully completed within
the year.
Testimonial
“In completing this project, an area of strength
was the collection of skills present within the
chosen project team. In particular, the trustees
and company benefited from the presence of
a professional trustee in Dianne Day, of ITS
Ltd. Dianne’s knowledge and experience in her
trustee role contributed significantly to a greater
feeling of control than might otherwise have been
experienced.”
Leigh Wilcox, Group Financial Controller,
Stelrad Group
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DC Discontinuance in
distressed situations
All the areas of expertise required to
deliver transfer projects effectively and
efficiently are essential in the context
of discontinuing a DC scheme with an
employer in distress. However, there is
added pressure on areas such as budgeting,
negotiating with liquidators and providers,
and understanding and managing risks. Our
work on the three Carillion DC schemes in
2018-19 illustrates this, where in the case
of the company’s insolvency, all round skills
are needed by a Trustee including:
•

Collaboration with the receiver/liquidator

•

Securing funds to wind up the scheme

•

Negotiating with suppliers to ensure
continuation of services and the
agreement of capped fees

•

Effective Member communication to
provide reassurance and minimise
concern and queries

•

Data management

•

Effective decision-making and project
management

Master Trust appointments
ITS has experience with appointments across
7 DC Master Trusts and is well versed in the
challenges of authorisation with its higher
level of regulatory supervision, having been
involved in this market since the outset.
We are familiar with the requirements of
dealing with multiple employers and their
needs. In addition, we are highly aware of
the need to have a strong relationship with,
and understanding of, the Master Trust
provider’s standing, closely monitoring
the adequacy of capital funding backing
the scheme. Current appointments include
Mercer, HSBC, Fidelity and Cushon
authorised master trusts.
Consolidating Master Trusts
ITS has been directly involved in both
exit from and merger of Master Trusts –
a unique area in a market still in its infancy
and primed for further consolidation in
the future. As the exit/merger process is
heavily prescribed and supervised by the
Pensions Regulator, the ability to forge a
good relationship with the regulator and
demonstrate the requisite knowledge and
experience of undertaking such a process is
critical. Clients have included Welplan and
Aspire (Punter Southall).

During the pandemic, ITS chaired Welplan Pensions following the sponsor’s decision to close its
master trust and not apply to TPR for authorisation. Welplan is the largest master trust to exit as
a result of authorisation, and first to undertake this in the new regulatory regime. ITS stepped in
at a delicate time when all but one of the previous trustee board departed. The scheme provided
auto-enrolment to over 1,800 employers,55,000 members, with assets of £210m. We safely
transferred members’ benefits to another authorised scheme and the wind-up completed to the
regulator’s satisfaction.
“Being the first of its kind to close, it was invaluable to be able to pull on ITS’s network and Dianne
Day’s strong relationships with the Pensions Regulator as we navigated unchartered territory. In
Dianne, ITS has an incredibly professional Chair and the calibre of the experience that both she and
her ITS colleagues bring is unrivalled.” Skye Hardy, Group Finance Director, BESA
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Independent Governance Committees (IGCs)
IGCs were established in 2015 by the FCA to
monitor and assess the value for money provided
to members provided by insurers, including
contract-based GPPs and stakeholder pensions.
The duty to act in the sole interests of relevant
policyholders is essential, since there is no
trustee performing this fiduciary role in such
arrangements.

vary substantially, and an effective IGC member
needs to have experience operating in the FCA
regulatory environment. Inﬂuencing skills to deliver
better value for money for members by working
in collaboration with providers is of paramount
importance. ITS appointments include Virgin
Money and Fidelity.

It is vital for the effective governance professional
to understand the difference in the role between
a trustee and a member of an Independent
Governance Committee. Powers and obligations

ITS works with over 40 DC Trusts, IGCs and Master Trusts – our
largest appointment is a scheme with over £9bn in assets, whilst our
smallest has assets of less than £20m
Some of the schemes we work with are:
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If you would like to find out more about how ITS’s Defined
Contribution Services can help you contact:

Dianne Day
Client Director and
DC Practice Leader
Mobile: 07946 204 055
Dianne_day@itslimited.org.uk

Ian Terry
Sales & Marketing Director
DD: 07788 491582
Ian_terry@itslimited.org.uk

Or visit: www.itslimited.co.uk
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