
 

3. DC Code – Managing conflicts of interest 
 

Trustees should be able to demonstrate that they effectively manage conflicts of interest. 
 

 

Introduction 
 
This code of governance (DC code) is issued by the Pensions Authority (the 

“Authority”), a statutory body set up to regulate occupational pension schemes. Part 

of the Authority’s mission is to support pension scheme trustees and the public 

through providing guidance and information.  

 
One of the functions of the Authority under the Pensions Act is to issue guidelines on 

the duties and responsibilities of trustees of schemes and codes of practice on 

specific aspects of their responsibilities. The DC codes provide practical guidance on 

the requirements of pensions legislation. They set out standards of governance 

expected of those who must meet these requirements. These are intended to assist 

trustees and supplement the Authority’s Trustee Handbook; however, they do not set 

out all of the trustees’ compliance obligations.   

 
Status of code of governance 
 
This DC code is not a statement of the law and there is no penalty for failing to 

comply with it. It is not intended to prescribe the process for every possible scenario 

but is likely to indicate behaviour, activities and control processes that are most likely 

to deliver good member outcomes. This DC code sets out the Authority’s view of 

good practice in the area of conflicts of interest management. Any alternative 

approach to that appearing in this code of governance will nevertheless need to 

meet the underlying legal requirements of the Pensions Act and Regulations, and a 

penalty may be imposed if these requirements are not met.  

 
To whom is this code directed?  
 
This DC code applies to trustees of all DC occupational pension schemes. How 

trustees apply this code should be proportionate to the size, nature and complexity of 

their scheme but trustees should always remember their duty of care to act in 

members’ best interests.  

 
DC Code – Managing conflicts of interest 
 
The Authority expects pension scheme trustees to be aware that one of their most 

fundamental duties is to act in the best interests of the scheme’s beneficiaries. In 

order to comply with this duty, it is important that the trustees avoid circumstances 

where they have other interests or duties that conflict with the interests of the 

beneficiaries.  

 



Conflicts can occur in situations where there are trustees who are also directors of 

either a corporate trustee or of their employer company, who might have an interest 

that conflicts with the interests of the scheme. Conflicts can also arise where a 

trustee has a perception that they are representing the interests of a particular 

faction or group rather than the interests of the membership as a whole or indeed 

where a trustee is also a scheme member. Whatever a trustee’s background, their 

duty is always to serve the members’ best interests. 

 
Note that conflicts of interest are also relevant in relation to advisers. If an adviser to 

the trustees is also acting for an employer or for another party that the trustees are 

dealing with, the trustees will need to consider whether that adviser has a conflict of 

interest. 

 
Possible areas that could give rise to conflicts of interest in a DC scheme include:  
 

 The management of confidential information;  

 Setting investment strategy and reviewing investment choices;  

 Choosing scheme advisers;  

 Setting contribution rates;  

 Dealing with bulk transfers; and 

 Settling a death in service benefit claim. 

 
Broadly, when considering conflicts of interest, this should be done in three stages:  
 

1. Identification; 

2. Monitoring; and  

3. Managing. 

 
Identification 
 
The existence of conflicts should be recognised as soon as possible. In their 

evaluation of the conflict, trustees need to consider whether the conflict would 

compromise their decision-making and whether it could prevent them from acting 

independently.  

 
Conflicts should be explained in induction programmes for new trustees. New 

trustees should also declare any actual or potential conflicts. The way in which any 

conflicts are dealt with should be documented and conflicts should be a standard 

item on the agenda for trustee meetings. A conflicts register should be maintained 

which should include actual, potential and perceived conflicts of interest. 

 
Monitoring 
 
Conflicts management is an ongoing process. Trustees should review the conflicts 

policy regularly and at least annually to ensure that it is adequate. It is also 



recommended to review the policy when circumstances change. It is best practice to 

have a nominated person to keep the policy under regular review and compliance 

with the policy should be monitored. 

 
Managing 
 
The way in which conflicts are managed will be case specific and may reflect the 

nature or scale of the conflict. This may include the use of a number of measures 

(provided such measures are permitted by the scheme’s legal framework). It is also 

important that the trustees recognise when legal advice is required.  

 
Even if a conflict is manageable, trustees should note that it is not sufficient to simply 

disclose and record the existence of the conflict and proceed. Trustees must go on 

to consider whether the conflict is such that the trustee in question is overcome or 

disabled by the conflict from making a decision in good faith in the interest of the 

beneficiaries.  

 
Confidential information 
 
In relation to trustees sharing confidential trustee information with other parties (for 

example the company, trade unions, other members etc.), it is important to 

remember that the trustees’ duty is to act on behalf of the scheme and this duty 

should not be compromised.  

 
Conflicting duties relating to confidential information should be effectively managed 

by: 

 

 An employer agreeing to the sharing of confidential information; 

 Ensuring that trustees involved on the employer side will not have access to 

information which is relevant to the issue being considered; or 

 Deciding that a trustee will be removed if they come into possession of any 

such confidential information. 
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Managing conflicts of interest 
 

 
Source 

 
Trust law 
 
Trust Deed and Rules  
 

 
Actions 

 
Produce a conflicts of interest policy that includes the below points. 
 
1. Maintain a register of trustees’ interests which could give rise to a 

conflict.  

2. Each trustee should sign an annual return confirming that their 
information contained in the register of interests is correct. The 



updated register should then be circulated to all trustees.  

3. Once a conflict has been identified, the trustees must consider 
how it should be dealt with before conducting any further business 
to which the conflict might be relevant. This might include 
considering: 

 Whether they need legal advice to determine how to proceed; 

 Whether the conflicted individual may be required to leave the 

meeting during the discussion on the conflicted matter; 

 Where a conflict is deemed to be less serious, the conflicted 

trustee may declare the conflict, which shall be recorded on 

the conflicts register, but take no further action; 

 A trustee may be required to withdraw from voting on the 

conflicted matter (though, depending on the seriousness of 

the conflict, this need not prevent the trustee from 

participating in the debate preceding the vote);  

 A sub-committee of the trustees, excluding that trustee, may 

be set up to deal with the matter; 

 Where a conflict is serious and ongoing the trustees may ask 

the conflicted trustee to resign.  

 

Practical issues may also need to be considered including: 

 

 Will the omission of the trustee impact the ability of the trustee 

board to form a quorum? 

 Will a decision require a unanimous trustee decision or is a 

majority sufficient? 

 Does the removal of a trustee upset the balance of 

representation or expertise on the trustee board? 

 Can a replacement trustee be found? 

 Is there a provision within the trust terms for decisions to be 

delegated to a sub-committee? 

 
4. Where a conflict has been identified, the chairperson should 

ensure that the discussion and decision in relation to the conflict 
are properly minuted. 

 
Monitoring 

 

 Record actual and potential conflicts of interest, both individual 
and commercial, in a register of interests. 
 

 Review the policy at least annually and include it as an item on 

the scheme’s risk register.  

 

 


