April 2007
Pension Administrator 

XXXX

XXXX

XXXX

AB1 1CD
Dear Ms X
Obtaining independent assurance on the effectiveness of internal control procedures

We have been a client of (name of your administrators) for over five years, and the Board of Trustees is agreed that we have been fortunate to receive a good quality service from you. 
As a Trustee Board of ABC Pension Scheme we are committed to meeting higher expectations and standards to bring more benefits to our members, sponsoring employers and associated providers.  We agree with the Pensions Regulator’s recent key findings: 

“Good practice in governance is clearly associated with the extent of training and having risk management processes…Those schemes which did were considerably more confident that they had internal controls in place to monitor and mitigate a wide range of specific risks.”
Pensions Regulator: Occupational pension scheme governance survey 2006 page 4

To put in place a solid risk management process and promote better governance, the Trustees wish to take full advantage of the recent work on internal controls and assurance by the Pension Regulator (TPR) and the Institute of Chartered Accountants England and Wales (ICAEW). 
The TPR stated in its code of practice on internal controls paragraph 35: “A number of third party administrators are obtaining independent reviews of their internal controls and are actively providing their clients with copies of the assurance reports.  Trustees should read and understand these reports to establish the adequacy of controls used by the organisations to which they outsource various functions”. 

The ICAEW has issued the AAF 01/06 ‘Assurance reports on internal controls of service organisations made available to third parties’ (‘AAF01/06’) as a more substantial report to replace the FRAG 21 in response to business needs and governance developments, and is withdrawing FRAG 21 reporting for periods ending on or after 31 March 2007.  The AAF 01/06 not only provides an independent opinion by the reporting accountant on how fairly and suitably described are the control procedures of a third party pension administrator; but also sets out minimum internal control objective criteria for them.  The minimum criteria being “accepting clients, authorising and processing transactions, maintaining financial and other records, safeguarding assets, monitoring compliance, reporting to clients and information technology”. 

We wish to obtain from you your Assurance Report produced in accordance with the guidelines detailed in AAF 01/06 as this allows us to achieve our goal of improving Scheme governance by complying with best practice and making sure our risk register and internal controls statutory requirements are fulfilled.  
I look forward to receiving your AAF 01/06 report or hearing how you intend to meet these new requirements. 
Yours sincerely,
XXXX
Chairman of the Board of Trustees, ABC Pension Scheme


