Best Practice Paper No 1

Retirement Scheme Communication

Introduction

This paper aims at setting out the principals that should be considered by retirement schemes when communicating with the members.  We believe these principal are important in assisting schemes communicate effectively with their members. 

Providing retirement benefits is expensive.  However, most members do not appreciate its value.  Communication is the best way of making sure the members value this very expensive benefit.

We have set out in the Appendices the information we believe should be provided in a member booklet and annual trustee report.  This paper does not intend to list out the requirements under the Occupational Retirement Schemes Ordinance.

General Principals

Principal 1

A communication policy should be established for the disclosure of scheme governance information to members and beneficiaries.  Communication should be appropriate, timely, accurate, complete, consistent, cost-effective, comprehensible and accessible.

The governing body should consider its fiduciary duties and standard of care when deciding what to disclose, the manner and form of disclosure and to whom the information will be disclosed.  The operations, administration and investment of the retirement scheme should be as transparent as possible.

Scheme members and beneficiaries should be provided with the names and responsibilities of the governing body members and information regarding key contacts should be disclosed to scheme members and beneficiaries.

Principal 2

A clear objective for the communication exercise is required before embarking on one.

This would include clearly defining the messages that are required to be communicated to the members, assessing what is the best way of communicating with the members, and the method of delivery.  This may entail drawing up a strategic plan for communication, targeted communication to different groups of employees and customisation.

Targeted programmes should be used where appropriate. For example some members are better communicated through hard copies, and others could be through web-based communications.  Some members may benefit from personalised statements.

Principal 3

A framework of measuring the success of the communication programme should be in place. 

Communication is an expensive and resource intensive project.  The success of the programme should be measured, and also areas which are ineffective should be identified for future improvement.

Member survey could be used to track the member satisfaction with the communication programme provided, and check the level of usage by the members.

Principal 4

A mechanism for members to provide feedback should be set up.

This will provide sponsors valuable insight into which are the areas which are the problem areas and help identify dissatifaction.

For Defined Contribution Schemes

Principal 5

A communication and education plan for scheme members should be designed to ensure that scheme members understand the inherent risks of member choice defined contribution schemes, and the effects of risk versus return, the investment choices and basic investment strategies.

In developing the education and communication strategies and policies, the following should be taking into account:

· Members’ needs, investment knowledge and different learning styles

· How to best communicate to scheme members the risks of a member choice defined contribution scheme, in particular during times of low investment returns

· What information or investment counseling will be provided to scheme members

· How to educate scheme members to make good investment decisions

· How to measure the effectiveness of communication and education policies.

Members should be provided with adequate information about the retirement scheme and education material related to investments, both on initially joining the scheme and also on an ongoing basis. 

Principal 6

Communication would involve provision of information.  Only provide advice if you are qualified to do so.

There is a fine line between providing information and providing advice.  Provision of advice involve providing individualised information that serves directly as the primary basis for a scheme members investment decisions while communication is general financial and investment information about markets and risks.

Principal 7

Focus on assisting members to establish investment goals and time horizon, and providing information and education to assist members to achieve the goals through investing in the investment funds available.

Investment goals are required to suit individual’s specific circumstance, and plan to review whether the actual investment is on track will be required.  Communication and education provided should focus members on the risk and return characteristics of the investment options, and how these would help to achieve their goals.  Investment performance should be used to illustrate the risk and return characteristics.

Principal 8

Reporting and education should be separated.

Reporting involves providing information on how the investment options have performed in the past, and this should be compared to the appropriate universe or benchmark.  Education should involves providing information on investment principals, which should be divorced from the actual performance of the portfolios.

Disclaimer

The document provides a guide for Retirement Scheme Association members on best practice in governance.  The information is intended to be a general guide and should not be used or relied upon as a substitute for specific professional advice.

The Retirement Scheme Association disclaims all liability and responsibility to any person who relies, or partially relies, upon anything done or omitted to be done by this document.

The Retirement Scheme Association

June 2002
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Appendix A

Member Booklets

The aim of the member booklet is to provide members a clear, accurate and concise summary of the benefits provided to them.  Contents of the member booklets must be consistent with the formal rules of the retirement scheme (e.g. trust deed and rules, legislation) but should be presented in uncomplicated, non-legalistic terms.

A.
Presentation issues

Clear and effective language
All information should be presented in a clear and effective manner in writing.



Contents page
A member booklet is a reference point for members about the basic rules of the retirement scheme.  Information should be easy to locate.

 

Layout
The booklet should be easy to read.  Clear headings, the use of graphics and bullet points may assist the reader.  Incorporate examples where necessary and appropriate.



Length
In determining the length and language used for the booklet, the audience, their knowledge level and literacy should be taken into account.

 

Feedback section
A tear-away section for comments/questions or a brief survey can provide a useful tool for gathering member feedback about the scheme.

Include opportunities for members to request more written or verbal explanations on scheme details.

 

Definition or Glossary of key terms
An easy reference would assist the reader in locating the key terms while reading through. 

B.
Information to be included in Member Booklets

B1
Basic information to be included:

· Name of scheme

· Name of trustees

· The governance structure of the retirement scheme

· Contact details for enquiries and complaints

· Governing law of the retirement scheme

· Jurisdiction and legislation under which the retirement scheme is set up and governed

B2
Summary of the features of the retirement scheme

· Purpose of the scheme

· Description of the type of benefits provided

· Membership category

· Eligibility details

· Retirement age

· Details of the contributions required by members and scheme sponsor

B3
Benefits

· Circumstances in which benefits are payable

· Method of working out benefits – on resignation, death, retirement (ill health, early or normal), disability

· Method of payment (pension / lump sum / transfer)

· Preservation

· Interaction with other legislation/regulations (e.g. Employment Ordinance, the Mandatory Provident Fund Schemes Ordinance)

B4
Fees and Charges

· How fees and charges are attributed to members (including when and from where, deducted)

· Administration charges

· Insurance charges

· Redemption charges

· Switching charges

· Investment management charges

· Amount of fees and charges where these are pre-determined.  If these are not pre-determined how they are determined

B5
Taxation

· Details of the taxation rules on contributions and benefit payment

B6
Member Investment Choice (if applicable)

· Investment strategies the members can choose. If the investment choice information is not provided in the member booklet then the information should accompany the member booklet.

B7
Investment objectives/strategy/mix/risk profile of strategies

· How earnings are determined and credited

B8
Other information

· Availability of trust deed and rules, account and valuation report (if applicable)

· Future amendments

· Lien on benefits

· Other information provided to members (e.g. member statements, annual reports)


Appendix B 

Annual Report

The aim of the Annual Report is to provide members with a regular update of the retirement scheme. 

A.
Presentation issues

Clear and effective language
All information should be presented in a clear and effective manner in writing.



Key development issues
Key development issues update would keep members informed, for example changes to the trustee board, service provider, benefit level.



Highlights section
A highlights section on the front cover or inside the front cover, or graphically presented throughout the report could assists with the visual impact.

Sidebars in the margin or at various places in the report can be used to draw attention to important information.  



Layout
The booklet should be easy to read.  Clear headings, the use of graphics, bullet points may assist the reader.  



Length
In determining the length and language used for the booklet, the audience, their knowledge level and literacy should be taken into account.

 

Commonly Asked Questions
A section of commonly asked questions and answers may assist members with further understanding of the retirement scheme .



Graphics
The use of graphic illustrations may assist in understanding.



Feedback section
A tear-away section for comments/questions or a brief survey can provide a useful tool for gathering member feedback about the scheme.

Include opportunities for members to request more written or verbal explanations on scheme details.






B.
Timing

The Annual Report should be provided as soon as practicable, subject to the availability of all relevant audited financial information.  In general, the Annual Report should be available within 6 months of the retirement scheme’s year-end.

C.
Information to be included in Annual Report

C1
General

Information provided should highlight the changes that have occurred during the reporting period.  Where possible, positions for sub-scheme(s) and comparative figures should be shown.

C2
Basic information to be included

· Name of Fund

· Name of trustees

· The governance structure of the retirement scheme

· Contact details for enquiries and complaints

· Governing law of the retirement scheme

· Jurisdiction and legislation under which the retirement scheme is set up and governed

· List of all services provider and relationship with the employer/trustee (including administrator, investment manager(s), auditors, actuaries)

· Breaches of any legislation during the reporting period and the actions taken

C3
For defined benefit schemes

· Summary of the financial position of the scheme 

· Investment strategy, investment objective and investment performance of the scheme 

· Asset allocation at the end of the reporting period

C4
For defined contribution schemes

· The investment arrangement

·  For investment funds available for member choice schemes, the objectives, and asset allocation of each fund

· Information to allow members to make an informed judgment about the investment performance of the retirement scheme

· Details of fees and charges deducted from members’ balances




C5
Other information

· Statement as to what other information is available on request.  For example documents such as the trust deed and rules audited financial statements, actuarial reports.

· Information on any significant events that have occurred during the reporting period.

· Information on any future events that the members would reasonably be expected to be informed

· Trust Deed changes

