Outline Terms of Reference for a Pensions Consultant / Review

1.
Background

[Background Text]

2.  Objectives and Scope of the Work

The principal objective of the assignment is to undertake a review of the pension schemes and related benefits for the [PPI scheme name].  The consultant’s role will be to review existing pension arrangements, investment policies and outcomes, to identify risks, to conduct an actuarial review of the financial sustainability of the scheme (for defined benefit schemes in particular) and to fully assess the options open to the implementing agency.
[Pensions will be the main issue for the pensions specialist, as these are usually the biggest component of social insurance in a large utility or infrastructure company.  In some countries, however, it may be useful to extend the scope of the review to include compulsory State schemes for occupational injury, unemployment benefits, temporary disability and medical insurance.  In countries of the former Soviet Union, and central and eastern Europe, for example, the total cost of compulsory social insurance arrangements can be as high as 45% of wages.  ]

[Client Name], to whom the consultant, will report will be the client.

3. Deliverables

The outputs of this consultancy will be:

· A draft report which will be circulated for comment

· A presentation summarizing the findings

· A final report that takes into accounts any comments and suggestions from the presentation.
4. Consultant Tasks

The consultancy will have three components:

· Component A: Analysis of Pension Laws and Scheme rules

· Component B: Financial Review of the Schemes

· Component C: Costing of Alternative Options

The final report will bring together the three components, summarize the findings and conclusions and will make specific recommendations on the implications of these for the design of the pension elements of [PPI scheme name].
Component A:  Analysis of Pension Laws and Scheme Rules

Review all relevant laws, rules, and other agreements (including collective bargaining agreements) in order to:

· Assess what provisions apply in the country for both compulsory social insurance arrangements and voluntary pension arrangements for affected workers, disaggregated by groups of workers (in order to identify any groups likely to be without a safety net)

· Assess the roles of government, the [PPI company], unions and scheme trustees to determine what legal discretion, if any, exists in changing the existing social insurance and pension arrangements

· Assess the impact of eligibility and vesting rules on the likely attractiveness of early retirement or severance for different age and years of service cohorts of employees

· Identify the potential impact of any proposed pension reforms (if any) on investors, government, unions and workers, and practical implications for the [implementing agency].
Component B:  Financial Review of the Schemes

· Conduct an initial assessment of:

· The asset register and records of the pension scheme

· Levels of arrears of contributions (if any)

· Levels of ghost workers and ghost pensioners (if any)

· Opportunities to correct these problems to reduce costs in the short-terms

· The performance of the pension scheme investments

· The performance of the pension scheme trustees or supervisory board

· Determine whether an actuarial valuation is necessary, particularly in respect of defined benefit schemes or possibly introducing early retirement schemes.

· Review all aspects of the pension schemes for workers of the infrastructure utility or company, paying particular attention to:

· The ability of the scheme to meet its obligations to workers (in the case of a defined benefit scheme) 

· The ability of the scheme to provide an effective safety net for retired workers (say, by comparison with minimum wages)

· The roles and responsibilities of Government, the company and the pension scheme trustees / supervisory board.

· Assess the assets and liabilities of pension schemes (where company specific schemes are in place), including title and liquidity of assets and investments.  Identify where the scheme manager needs to perfect title to an asset.

· Review fully the potential costs of scheme liquidation or employee opt-out: 

· Identify any potential problems outside pensions proper in the areas of death and disability

Component C:  Costing of Alternative Options

· Provide estimated costs for different options as required by the [implementing agency]
· Comment on the feasibility of alternative options

· Conduct a risk analysis of the options

· Make recommendations to the [implementing agency] in the context of overall government policy on pension reform, state-owned enterprise reform and specific PPI schemes.

· Suggest necessary communications activities.

5.  Timeline
The review will take xxx weeks [suggested minimum is 2 months].  The consultant will need to conduct interviews with relevant officials in government (actuarial department), social insurance, as well as pension scheme advisers, and trustees or supervisory board members.

6.  Consultant Profile

The consultant undertaking the assignment will be a qualified and experienced pensions specialist, with experience of handling large, complex private sector and public sector schemes.  The consultant will have:

· Relevant experience of the review of pension schemes and the restructuring of pension schemes (ideally including PPI transactions)

· A good understanding of relevant pension, employment, trust, company, and labor laws

· Appropriate tertiary qualifications or membership of an appropriate actuarial society.
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