
	 	

 Scheme Governance – TPR’s new Single Code of Practice ~ Page 1 

Scheme Governance  

The Pension Regulator’s New Single Code of Practice  

Background 
For many years, the Pensions Regulator (TPR) has been advocating the importance of good pension scheme 
governance and already has in place 15 Codes of Practice detailing the standards of governance it expects 
pension schemes and trustee boards to meet.  
 
However, changes introduced by the following legislation has required TPR  to review and set out further 
measures to improve the existing Codes of Practice and the standards of governance across all types of 
pension schemes.  

 
• the Occupational Pension Schemes (Governance) (Amendment) Regulations 2018 which became 

effective from 13 January 2019 requiring certain occupational schemes to establish an “effective and 
proportionate system of governance” (‘ESOG’) and which transposed  certain aspects of the second 
European Pensions Directive (IORP II) into UK  legislation; and  

  
• the Pension Schemes Act 2021 which introduced new powers for TPR, the tightening of rules affecting 

the way in which governing bodies  behave, the implementation of funding and investment strategies, 
consideration of climate change and  pension scams, and also the strengthening of the existing 
criminal and civil regime sanctions.  

 
The Pensions Regulator has consulted on a new single Code of Practice which closed on 26 May 2021 to 
which Cartwright has responded.  There has been an interim response from TPR indicating that it does not 
expect the new Code to be laid before Parliament before spring 2022, or for it to become effective before 
the summer 2022.  
 

The New Single Code of Practice  

The new Code will consolidate 10 of the 15 existing Codes of Practice into 51 new web-based modules.  
  

What are the proposed changes?   

Although the new Code is based largely on the existing Codes of Practice, it introduces new governance 
responsibilities for trustees of both DB and DC schemes.  Some of the code that already exists for DC 
schemes includes DB schemes. The proposed Codes of Practice will comprise:   
 

The Governing Body   

There will be 18 modules in this category. The 9 new modules cover:  
 
Role of the Governing Body (new for DB)  
Recruiting the Governing body - the appointment of advisers and providers; (new for DB)  
Meetings and decision making (new DB & DC)  
Remuneration policy of all persons or corporate bodies who run the scheme (new DB & DC)  
Governance of knowledge and understanding (new DB & DC)  
Building and maintaining knowledge (new DB & DC)  
Continuity and succession planning for trustees, advisers and providers (new DB & DC)  
Own risk assessment (new DB & DC)  
Scheme governance (new DB & DC)  
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Funding and investment  

There will be 8 modules in this category. The 6 new modules cover: 
 
Investment decision making (new DB & DC) 
Implementation Report (new DB & DC) 
Investment monitoring (new DB & DC) 
Stewardship (new DB & DC) 
Climate change (new DB & DC) 
Statement of Investment Principles (new DB & DC) 
 

Administration 

There will be 10 modules in this category. The 7 new modules cover: 
 
Administration (new DB & DC) 
Financial Transactions (new DB & DC) 
Transfers (new DB & DC) 
Scheme Records (new DB & DC) 
Data monitoring (new DB & DC) 
Maintenance of IT Systems (new DB & DC) 
Cyber controls (new DB & DC) 
 

Communications and disclosure 

There will be 11 modules in this category. The 3 new modules cover: 
  
General principles for member communications (new DB) 
Pension Scams (new DB)  
Audit requirements (new DB & DC)   
 

Reporting to TPR 

There will be 4 modules in this category. The new module covers: 
 
Additional registrable information and Scheme Returns (new DB)   
 

What will trustees have to do?  

 
Trustees of schemes with more than 100 members will need to have an effective system of governance 
(‘ESOG’) in place and undertake and document their own risk assessment (‘ORA’) to examine how well their 
system of governance is working and how any potential risks are being mitigated. This is to take place within 
one year of the Code being implemented.  
 
Written policies in place demonstrating an effective system of governance should be reviewed every three 
years (or sooner if there is significant change to the scheme’s governance or key risks).  
 
The own risk assessment (‘ORA’) must be in writing and signed by the Chair of Trustees and made available 
to TPR on request. The findings of each ORA should be incorporated into the trustees’ decision-making and 
risk management processes and may result in changes to the scheme’s governance framework. 
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The ORA will need to cover: 
 
How the trustees have assessed - the effectiveness of each of the policies and procedures covered by their 
own risk assessment and whether they consider these to be effective and why. 
 
Policies for the governing body – include how risk assessment and mitigation is integrated into management 
and decision-making processes, and policies relating to the role and knowledge of the governing body. 
 
Risk management policies – include internal controls policies, management of conflicts, and continuity and 
succession planning. 
 
Investment – include investment governance processes, stewardship, investment monitoring and decision-
making, climate change, protection of member benefits on sponsor insolvency, assessment of protection 
mechanisms such as sponsor guarantees, and risks relating to indexation of benefits. 
 
Administration – include risks associated with financial transactions, scheme records and receiving 
contributions and how the trustee manages overdue contributions. 
 
Payment of benefits – include how the governing body assesses operational risks such as record-keeping 
and payment of benefits, and the management of risks relating to potential reductions to member benefits. 
 
IT and cyber security – with most scheme records held digitally the security and maintenance of scheme data 
has become a significant issue and the assessment should include the risks relating to potential IT issues and 
cyber-attacks.  
 
 

Cartwright Comment 

Many pension schemes will already have robust governance frameworks in place and meet many of the 
requirements for an effective system of governance (‘ESOG’). However, it is likely some changes to schemes’ 
existing policies and processes will be required and it is expected that many schemes will require an ‘over-
arching’ policy to be written to encompass all the existing governance policies in place, and for new policies 
to be written. 
 
This summary highlights only the key aspects of the new Code and it is recommended that a review of your 
scheme’s governance framework against the new single Code of Practice is undertaken to demonstrate 
whether or not the current governance policies and procedures meet the ESOG requirements, so that any 
gaps and risks can be identified and addressed. 
  
Depending on the scheme’s size, nature, scale and complexity a proportionate approach can be taken. 
 
Although this Code of Practice is not due to be implemented until the summer of 2022, Cartwright are in the 
process of drafting documents that can be used to aid their clients in undertaking these ESOG assessments. 

 
If you would like to discuss any of these matters further, please get in touch with your usual 
contact at Cartwright.          
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