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Use of a professional trustee, 
including sole trustee

One way of accessing improved governance 
may be to use a professional trustee as 
part of a trustee board, or perhaps as a 
sole trustee. Benefits can be gained from 
using the experience of the professional 
trustee, taking to care to select a trustee 
with the right skills and knowledge.  In the 
case of a sole trustee, this may bring some 
extra efficiencies, but in isolation would not 
in itself bring direct operational and cost 
savings. Nevertheless, it may be a good 
first step in improving governance for  
some schemes.

Pooling investments or fiduciary 
management

Under an investment pooling arrangement 
using a platform, smaller schemes in 
particular are able to access a wider range 
of funds at a more acceptable cost due 
to accessing larger economies of scale.  
Offsetting this is a charge for accessing  
the platform.

Fiduciary Management goes further, 
delegating some of the day to day 
management of investments to the 
manager. Again this offers economies of 
scale, but there will be larger additional 
fees to access the manager’s expertise. 
In addition, good governance also should 
include a regular review of the manager by 
an independent party, which will also incur 
fees.

We have highlighted recently whether the debate on consolidation was at the 
wrong end of the spectrum, focusing on covenant transfer which is only one of 
several options available (see article here).  This article is a follow up on the types 
of consolidation that might be suitable for a wider range of schemes that does not 
necessitate a change in covenant, but give benefits around governance, operations 
and costs.

Adviser alignment

Under this type of consolidation, advisers 
may offer to either bundle up different 
strands of advice (for example investment, 
administration and actuarial services) 
which may deliver efficiencies, or work 
closely with other advisers under agreed 
terms. Many schemes will use consistent 
advisers anyway, or if they don’t may have 
particular reasons for doing so. Generally 
we expect schemes are more likely to 
reduce costs of this nature through regular 
market testing of the cost and quality of 
services rather than seeking just a bundled 
service package.

Master trusts

Companies and trustees could use a 
combination of some of the methods above 
to consolidate further.  A further option 
which is designed to do this efficiently 
already is master trusts.

Master trusts typically offer a combination 
of accessing wider range of funds at a lower 
cost, with improved governance by use 
of professional trustees and operational 
efficiencies by consolidating some of the 
advisers.  Schemes should have their own 
section when transferring into the master 
trust, and trigger a wind-up of their  
original scheme.  

As mentioned in the DWP Green paper 
from February 2017, an additional cost 
saving on transfer, is that members with 
benefit values under £18,000 are able to 
take their benefits as a cash lump sum, 
rather than transfer (as long as the purpose 
of the winding-up is not solely to provide 
these lump sums). This may be of more 
value to members than a small stream of 
pension payments, and for schemes, the 
costs for administering these benefits in 
the future is removed.

As with all the different types of 
consolidation, there are different varieties 
of master trust.  For companies and 
trustees who want to access the benefits 
without losing control, they may want to 
access master trusts that enable to them to 
maintain their trustee board, have flexibility 
on investment and funding strategies, as 
well as being able to change their mind in 
the future.

We believe that all companies and schemes 
should consider whether adopting some 
of these forms of consolidation will provide 
better outcomes for members.
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