Paper 1                                                                               MRIC sub-committee 18 September 2024

Teachers’ Pension Scheme Pension Board (TPSPB)
Managing Risk & Internal Controls Sub-Committee

19 June 2024 @ DfE, Bishopsgate House, Darlington

	Present:
	
	

	Susan Anyan 
	Independent Pension Specialist - Chair
	SA

	Susan Fielden
	Employer Representative
	SF

	Maria Chondrogianni
	Member Representative (by TEAMS)
	MC

	Lisa Sproats
	Employer Representative
	LS

	John McGill
	Member Representative
	JM

	Stuart Heatley 
	TP Managing Director (by TEAMS)
	SH

	Andrew Carter 
	TP Governance Manager
	AC

	Keith Barker
	TP Head of Scheme Finance & Payroll
	KB

	Anna-Marie Alderson
	DfE TPS Senior Contract Manager
	AA

	Richard Lees
	DfE TPS Contract Manager (Finance)
	RL

	Matthew McNaughton
	DfE Head of Programme Management
	MM

	Helen Cowan
	DfE Secretariat Team Leader
	HC

	Loraine Dodds
	DfE Secretariat 
	LD

	
	
	

	Apologies:
	
	

	Amy Gibbs
	TP Head of Governance and Risk
	AG

	
	
	

	Observers:
	
	

	Michael Collier 
	New Member Representative
	MC

	Abbie Myles 
	Secretariat
	AM

	Heather Mckenzie 
	Member Representative
	HM




	
	Item
	Action

	Agenda Item 1
	Welcome and apologies:
· SA welcomed the attendees, especially new member representative Michael Collier and Abbie Myles and Heather Mckenzie who were observing the meeting.
· Apologies were received from Amy Gibbs.
· The minutes from the MRIC sub-committee on 20 March 2024 were ratified.  

	




	Agenda Item 2
	Actions from the previous meeting: 
· MR1/200324- End of Year Certificate (EOYC) and financial impacts – this is now being included in the Quarterly Report and the action can be closed. 
· MR2/200324 – Annual Report and Accounts re measures in the dashboard related to SLA8a.  RL advised that the dashboard data had reflected the in-month position at the end of the reporting period as opposed to covering the full reporting period included in the quarterly report.  To remove this inconsistency the data in the dashboard had been removed as it was adding limited value.   SF asked if the unallocated versus contributions percentage could be added to the dashboard.
· MR3/200324 – Cyber Attack Risks – to be discussed further in the agenda.
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	Agenda Item 3

	Finance Update:
End of Year Certificates (EOYC)
· KB reported progress on outstanding returns, with TP actively engaging three local authorities from 2018/19 to secure submissions. Regular calls are held to expedite this process.  
· For 2018/19, 32 employees outstanding have contributions worth £49m, but the cash variance is only £3,000. This minimal discrepancy provides assurance in the process and the minimal risk associated with the outstanding returns. Variances for 2019/20 and 2020/21 are £73,000 and £180,000 respectively and are being thoroughly examined.
· The MRIC requested the inclusion of the 2022/23 report.
· KB reported good news from the 2023/24 exercise - over 4,900 unaudited returns have been submitted, out of 6,500 returns issued; a response rate exceeding 75%, compared to historical 50-60%. This improvement is expected to yield favourable results post-audit.
· RL noted that MRIC members had previously raised EOYCs as a topic for further discussion, but this had not been recorded as an action. Reviewing the current process RL noted the intended assurance role of Monthly Data Collection (MDC) and Monthly Contribution Reconciliation (MCR) to more effectively support the change in employer landscape where historically, 170 local authorities made up the employer base, since the launch of academisation this has now reached 13,000 employers. MCR now provides more comprehensive member data as contributions are reconciled at member level.
· The MRIC questioned if the cost of external auditors was providing value for money. The discussion highlighted the need for independent assurance and whether MCR could replace the EOYC. Efforts to develop reliable metrics and ensure robust data are ongoing, with further exploration of assurance mechanisms agreed.
· KB confirmed that any change to EOYC would need National Audit Office (NAO) approval.

Annual Reports and Accounts (ARA)
· RL reported that the project is on track for completion by July.  In relation to the Capita cyber incident, the scheme auditors had taken assurance from Capita’s internal controls report (AAF) and had determined that no further testing work was required in respect of TPS.
· Drafting the ARA is in progress, scheduled for review by the Audit and Risk Committee on July 3rd pending final approval. Considerations include potential election impacts where emerging priorities could potentially impact on the sign-off processes.
· Ministerial approval isn't needed for TPS accounts.
· The MRIC asked about suspense account balance updates. RL noted good progress on recovery rates, but there was ongoing engagement with a small number of payroll providers to resolve issues impacting MCR and non-MCR suspensions.
· The MRIC noted concerns over ongoing data issues at a specific local authority, with union involvement in resolution efforts.
· KB committed to investigating an employer issue and continuing dialogue with payroll providers. While EOYC certificates haven't posed problems, concerns linger over missing contributions, necessitating further discussions.

Office for Budgetary Responsibility (OBR)
· KB advised the autumn OBR schedule is set to begin shortly. There is a need to understand if the General Election will impact the timetable. 
· RL reported that typically, the OBR’s commission is released in June, with delivery date in early September. Engagement with the HMT is ongoing to ensure early insight into their plans and expectations.
· Despite the uncertainties, preparations continue behind the scenes. All necessary data is being compiled, though the specific requirements from the OBR are yet to be clarified.  RL explained that where we lack evidence, analysis and associated assumptions will be developed and included in the OBR return.
· Once instructions are received, the team will incorporate any central assumptions provided by OBR into the cash flow model.
· The MRIC discussed potential school opt-outs due to financial pressures and administrative changes. RL confirmed that forecasts will be based on known information, with scenario analysis provided as part of the return to OBR to highlight any potential impact. 
· The opt-outs of schools and employees, though concerning individually, constitute a small proportion of the scheme, but monitoring continues.
· 
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	Agenda Item 4
	Group Internal Audit (GIA) - Overpayment and Recovery Report
· The MRIC noted that the overpayment and recovery report, included in meeting packs, received a positive assessment.
· The MRIC raised concern regarding the Group Internal Audit report around TrP which shows some red and amber findings and expressed surprise that TrP is managed via spreadsheets rather than a core system.
· AC advised the spreadsheets handle preliminary calculations for TrP before data is transferred to the core Hartlink system. Actions are ongoing to address audit findings, with significant progress reported on four key actions.
· The MRIC asked to carry this forward as a matter for its next meeting to clarify the management response to address the findings.
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	Agenda Item 5
	Cyber Update

The remainder of this section has been removed to ensure commercial sensitivities are maintained. A full set of minutes (and actions) will be produced from the sub-committee meeting, which took place on the afternoon of 19 June 2024 and will be shared with the Board Members.

	






	Agenda Item 6
	Review Dashboard and supporting papers

The MRIC noted the following matters:

Quarterly Report

· AA referred to Paper 5, the Quarterly Report explaining the Easter Retirement Exercise (ERE), was successfully delivered with a 28% higher volume of applications compared to last year. Increased transactions are causing operational challenges.
· The high risk of significant volume increases remained on the operational risk register. Analysis was ongoing to understand, through trend analysis, the impact of cost of living on member behaviour, especially around the retirement calendar.
· Membership increased by 7.51% from 2022 to 2023, leading to an uplift in the contract fee to TP.
· There had been a notable increase in telephone calls to the contact centre, indicative of increased member engagement with pensions. Likely influenced by the TrP process.
· With regard to MDC/MCR, the commercial arrangement signed to support dual running aspects until the end of the current contract, the focus was on managing the suspense account and supporting employers in transitioning.

Dashboard
· KB advised upon the accuracy of forecasting exercises, with adjustments needed to reflect the end of the financial year. Contributions increased significantly from April 2023 to April 2024.
· Plan to reforecast the position on suspense as part of CAN180 up to the end of December 2024, to be reforecast to 30 September and consider the transition then.
· Preparing for the transition period post-March 2025.

Issues Log

· There is one risk regarding HML which the MRIC noted had been covered during the earlier SD&MoD sub-committee.

	



























	Agenda Item 7
	Review of Operational and Strategic Risk Registers

· AA highlighted that the significant volume increases is a major risk currently being managed. Efforts are focused on maintaining good member and employer experience.
· There are no new emerging risks identified this quarter.
· Collaboration with policy colleagues to monitor potential changes, particularly the Lloyds case related to GMP equalisation.
· The MRIC queried the Lloyds case.  AA advised that the Lloyds case involves GMP equalisation and may require legislative changes. Continuous monitoring is necessary to address any required actions if legislation changes.
· The MRIC reflected upon the fact that the risk register is extensive, causing concerns about potentially missing important risks.
· SA observed that the risk register often feels more like a list of controls rather than actual risks. However, strategic and operational risks are separated to help manage them better. Top risks are highlighted in the quarterly dashboard and the quarterly report for focused attention.
· The MRIC agreed that the emphasis should be on trusting the executive team to monitor and address high-risk items. Board and committee members should focus on top risks and rely on the executive team for detailed risk management.
· However, the importance of not overlooking emerging risks and ensuring they are monitored was acknowledged.
· AA confirmed that there are bi-monthly Risk Committee reviews where all high and medium risks and mitigations are reviewed in detail between Capita and DfE; green risks are reviewed quarterly.
· A full risk review is conducted every six months to ensure no changes are missed. Constant monitoring of controls and escalation of risks as needed.
· Top risks are highlighted in subcommittee meetings for focused discussion.

Emerging Risks
· A part of this section has been removed to ensure commercial sensitivities are maintained. A full set of minutes (and actions) will be produced from the sub-committee meeting, which took place on the afternoon of 19 June 2024 and will be shared with the Board Members.
· SA highlighted the recent Pension Ombudsman Case related to the recovery of overpayments; it has a potential impact on the recovery processes for the TPS. The MRIC suggested adding this to the emerging risks log for further review.

The MRIC thanked TP for all their hard work.
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TP colleagues left the meeting

	[bookmark: _Hlk163117180]Agenda Item 10
	Portfolio Management Executive Overview with risk update 

The remainder of this section has been removed to ensure commercial sensitivities are maintained. A full set of minutes (and actions) will be produced from the sub-committee meeting, which took place on the afternoon of 19 June 2024 and will be shared with the Board Members
	







	Agenda Item 11
	Transition sub-committee update from 4 June 2024

The remainder of this section has been removed to ensure commercial sensitivities are maintained. A full set of minutes (and actions) will be produced from the sub-committee meeting, which took place on the afternoon of 19 June 2024 and will be shared with the Board Members
	







	Items 8 and 9
	Highlights to report to the Board: 
· Portfolio Management Executive Overview 
· Cyber Update – lessons learned
· Annual Reports and Accounts Progress and OBR
· Group Internal Audits 

Papers to be shared with the Board:
Cyber attack (Paper 8)
Portfolio Management Executive Overview with risk update (Paper 10)

	







	Item 12
	AOB
· There was no other business received.


	

	Next meeting
	 Wednesday 18th September 2024 by Teams
	



Minutes agreed by Chair: Susan Anyan                                    Date: 4th July 2024              
       
Confirmed by circulation to sub-committee members on 8 July 2024

To be ratified at sub-committee meeting on 18th September 2024.
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