
Code of Best Practice for Trustees 
of employer sponsored trust based pension schemes

A. Introduction

Codes of practice provide practical guidelines on the requirements of 
pensions legislation and general law.

Codes of practice are not statements of law and there is no penalty for 
failing to comply with them.  It is not necessary for all the provisions of a 
code of practice to be followed in every circumstance.  One may deviate 
from a code of practice if the alternative approach complies with the 
relevant legislation or general law.

The purpose of this code of practice is to provide the primary duties, 
powers and responsibilities of trustees which trustees of trust based 
pension schemes should attain in order to deliver good member outcomes.

A pension scheme trust is a legal relationship between an employer, 
trustees and scheme members.   The Trustees should consider taking 
professional advice from lawyers, actuaries, accountants, investment or 
other advisors as appropriate, especially in relation to matters outside 
their expertise. 

B. Duties of Trustees

The key duties of a trustee are:

1. Act in accordance with the trust deed and rules

The trust deed and rules of a scheme, together with any applicable 
legislation and general trust law principles, govern the powers, rights 
and duties of the trustee.  It is important that a trustee is familiar with 
the provisions of the trust deed and rules, as well as any other 
documents governing or affecting your scheme.

2. Act prudently, diligently and honestly, to the best of their abilities 
and skills and with the utmost good faith 

Trustees must act in a way that an ordinary prudent person of business 
would in managing their own affairs.  This means that insofar as the 
scheme rules allow, in deciding whether to exercise a power, trustees 
should consider the circumstances impartially, taking into account 



relevant facts.  

Trustees should seek professional advice, where necessary.

Trustees must not make unauthorised personal profit at the expense of 
the scheme.  However, it is expected that professional trustees will be able 
to charge the scheme reasonable fees and expenses incurred.

3. Act in the best interests of the beneficiaries

Trustees' primary duty is to the scheme beneficiaries and they must 
always act in their best interests.  A beneficiary is anyone who is entitled, 
or contingently entitled to receive a benefit from the scheme, now or in the 
future.

4. Act impartially

Trustees must consider the interests of all the classes of beneficiaries 
under the scheme and act impartially between them.  In the context of an 
occupational pension scheme, trustees will need to weigh up the interests 
of the individual beneficiaries against the need to protect the security of 
the beneficiaries as a whole.  For example, between currently employed 
“active” members, former employees (“deferred” pensioners) and those who 
have already retired and are drawing pensions.   Trustees should also not 
forget the interests of others who may benefit from the scheme, such as 
widows and dependents.

Acting impartially does not meant that each type of member needs to 
receive the same treatment, such as to receive the same amount of 
distributions, but it does require the trustees to weigh the differing 
interests of the different members against each other.

C. Powers of Trustees

The trust deed and the rules will set out the scope of the trustee's powers 
and whether these are fixed, discretionary or delegable. The trustee powers 
will differ from trust to trust and there is no standard set of powers. Some 
schemes will require employer or other consents before certain powers are 
exercised or will require powers to be exercised only on an employer or 
member direction. However, common trustee powers include:

a. To accept additional contributions from the employer and/or the   



members to the scheme;

b. To make investments and to determine the investment strategy;

c. To accept new members and agree the terms of acceptance;

d. To amend the scheme trust deed and rules;

e. To wind up the scheme. 

Unless a power is stated to be delegable, the trustees must exercise their 
powers personally. Where powers are delegable, the trustees will continue 
to be liable for the actions of their delegate and so trustees should be 
careful to select an appropriate person and to oversee their actions. 

D. Responsibility of Trustees

1. Information

Trustees must keep accurate and up to date records of information and 
have adequate internal processes to manage and administer the scheme.
In particular, trustees must keep the following records up to date and 
under review:

a. Member contributions and records of members;

b. Financial records and prepare annual financial statements;

c. Investments;

d. Reporting certain matters to the regulator or comptroller of income   
tax;

e. Registration of the scheme;

f. Carry out, and review annually, a comprehensive risk assessment;

g. Carry out and record Trustee training.

Depending on the type of scheme, Trustees will have additional
responsibilities for example: to select a range of investment funds for 
members of defined contribution pension schemes; for occupational 
defined benefit schemes, to ensure that the scheme is funded properly and 



take appropriate recovery action if not; to engage a suitably qualified 
independent actuary to carry out a valuation of the assets and liabilities at 
least once every three years.  

Trustees must provide certain information to the members and employers 
about the scheme and the options available under it, for example:

a. Pension Scheme Information Booklet;

b. Amendments to the Scheme Rules;

c. Annual Summary of Report and Accounts, including a 
summary of the latest actuarial valuation if relevant;

d. Annual Statement of Benefits;

e. Annual Statement of Contributions.

All booklets and other information provided to members should be kept up 
to date.  The Scheme's trust deed and rules should also be made available 
to members and employers, if requested.

2. Trustees' role in a defined contribution scheme

Members of defined contribution schemes may, if the scheme rules allow, 
have the right to choose or influence how their pension pots are to be 
invested and the way they turn their pensions into an income.  Trustees 
should support their members to make informed decisions, bearing in 
mind their fiduciary responsibilities.  The support trustees can provide 
their members include:

a. To ensure that an appropriate default investment fund is available
in the event that members do not choose an investment option;

b. Understand the investment options that are offered to the members 
and make sure appropriate fund choices are offered;

c. Help members to understand that the benefits they receive from the 
scheme is linked to the amount of  contributions made in respect of 
them, and adjusted for investment performance;

d. Encourage members to obtain independent advice and provide as 
much support to the members as possible;

e. Provide relevant and timely information to:
i. Prospective members about the scheme;
ii. Current members about their savings;
iii. Members approaching retirement about the options they have 



when they turn their savings into an income.

3. Trustees' role in a defined benefit scheme

Trustees of a defined benefit scheme have the responsibility to ensure 
there is sufficient money in the scheme to meet members' pensions as and 
when they fall due.

Trustees should obtain an actuarial valuation on the scheme once every 
three years, which will inform the trustees of the assets and liabilities of 
the scheme.  The actuarial valuation must be carried out by an actuary.  If 
there is a shortfall between the scheme liabilities and assets, the trustees 
must work with the employer to come up with a recovery plan.  Such plan 
sets out the amounts that must be paid into the scheme by both the 
employers and the members (if applicable) and over what periods.

Trustees must monitor scheme investments and monitor the financial 
strength of the employer who is sponsoring the scheme.

E. Decisions

Decisions taken by the trustees will be binding on all persons who act as 
trustees. This is the case whether there is a group of individual trustees or 
a corporate trustee with a board of directors, and each person will be 
equally responsible for actions and decisions taken by the trustees, unless 
the trustee who is in the minority has his dissent recorded in the minute 
book.

F. Indemnity

In order to ensure that members or appropriately qualified independent 
professionals are encouraged to stand for trusteeship, the rules should 
either indemnify a trustee against claims made against him or provide for 
insurance to be effected at no cost to the trustee for Trustee’s liability. 
However, such an indemnity cannot cover a trustee for fraud, gross 
negligence or wilful misconduct.
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