
2013 saw an explosion in pension liberation 

headlines and whilst not all liberation schemes 

could be classed as fraud, there is no doubt  

Pension Schemes need to be increasingly aware 

of how vulnerable their scheme may be to a 

possible fraudulent activity. 

 

When trying to assess just how prevalent fraud is 

within pension schemes, in all its guises, Baker 

Tilly publishes an annual fraud risk report. This 

shows reported fraud over the last three years has 

been broadly consistent, ranging between 14% - 

19% of schemes. This tends to suggest fraud 

prevention is not improving significantly and 

potentially, neither are detection rates. 

 

This seminar aims to help identify where schemes 

are most vulnerable and what trustees can do to 

help mitigate the risk.  We will also be looking at 

the impact of pension liberation on individuals and 

what, as an industry, we can do to help. 

 

We are pleased to welcome Ian Bell, Head of 

Pensions at Baker Tilly, who will be looking at the 

wider aspects of pensions fraud and just how 

effective are schemes’ internal controls.  

 

Roger Cooper, Head of Pi Pension Trustees, will 

look at what lessons we can learn from pension 

liberation and what trustees and employers can 

do to help members be aware of the potential 

consequences. 

Seminar details: 

 

• 1¼ hours of PMI CPD may be recorded for 

Pi seminars, based on your assessment of 

the seminar’s value to you 

 

• Venue:     The UK Chamber of Shipping,  

                   30 Park Street, London,  

                   SE1 9EQ 

 

• Timings:     8.45 a.m. arrival and breakfast 

                   9.15 a.m. - 10.20 a.m. seminar 

                   10.30 a.m. finish and 

                   refreshments 

 

We look forward to seeing you and would be 

grateful if you could advise your availability by 

telephoning Janet Symes on 020 8879 6500  

or e-mailing us at events@piconsulting.co.uk.   

 

Please do share this invitation with any 

colleagues you feel would benefit from 

attending. 

 

 

 

 

Amanda Burden 

Pi Consulting 
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Helping protect your pension scheme 

and its members from fraud 

Breakfast Seminar  

Agenda 

0845 Arrival, registration and breakfast 

0915 Opening comments                                                 Susan Smith, Pi Consulting    

0925 Pension fraud risk                 Ian Bell, Baker Tilly          

1000 What your members need to know about 

pension liberation 
                Roger Cooper, Pi Consulting    

          

1020  Open forum 

1030 Finish and refreshments 

Thursday, 27 February 2014 

UK Chamber of Shipping 

30 Park Street 

London 

SE1 9EQ 

Venue: 



Professionalism and Independence in 
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Thursday, 27 February 2014 
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0915   Opening comments and welcome –  
       Susan Smith, Pi Consulting 
 

0925   Pension fraud risk – Ian Bell, Baker Tilly 
 

1000   What your members need to know about pension 
   liberation – Roger Cooper, Pi Consulting 

 

1020   Open Forum 
 

1030   Finish and refreshments 
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www.bakertilly.co.uk 

Helping protect your 
pension scheme and its 
members from fraud 
Ian Bell  



Why is fraud an issue? 

Fraud Risk Report 2013 

Case studies 

Responsibilities 

Next steps 

 

Agenda 



Fraud Risk Triangle 

Need felt by a 

person who commits 

fraud 

 

Ability to commit 

fraud 

 

Belief that fraudster’s 

activities will not be 

detected 

Ability to reconcile fraudulent behaviour with 

commonly accepted notions of decency and trust 

Either a real 

financial need or a 

perceived need 



Fraud: A real issue 

 
 

 

 £6M pension schemes  
fraud pair jailed   

 

  

 

Two jailed over £52m  

GP Noble fraud 

   
AIJ president arrested in 
$1.4bn pension scandal 

 
 

 

Navy widow jailed for pension fraud 

after failing to reveal new boyfriend 

 
 

 

Hewitt team leader jailed  
for £250,000 theft 

 
Two jailed for £5m 
pension scheme  
tax fraud 

 
Pensions regulator 
tightens up to prevent 
repeat of Cheney fraud 

 
 

Flagship UK pension scheme hit by 
£1.4m fraud 

http://www.engagedinvestor.co.uk/
http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=q0xYvDaqDenJsM&tbnid=EZCUgbRaTrB--M:&ved=0CAUQjRw&url=http://www.panologic.com/articles/14&ei=uFmDUvCYDObM0QWYn4HYCg&bvm=bv.56343320,d.ZG4&psig=AFQjCNFeLTb12OQh0RJbVMWiDO9GdtbNYA&ust=1384426248793399


• Initiative begun in 2011, in recognition of 
lack of awareness amongst Trustee 
Boards  

 
 

• 2013 survey covered over 70 schemes 
and included 12 questions 
 
 

• Schemes ranged in size from less than 
1,000 members to over 10,000 members 
 
 

• 62% administered by a third party, 23% 
in-house and 15% by a combination 
 
 

 
 

The Baker Tilly Fraud Risk Report 



Our survey says… 

2013 

2012 

17% 

19% 

Almost 1 in 5 schemes 

have reported fraud 

within past 24 months. A 

similar level to last year  

 

2012 

81% 

79% 

2013 2% rise in number of 

schemes actively 

considering fraud risks in 

past 12 months 

51% 
Schemes not tested 

internal controls for 

more than a year if ever.  

Up from 35% in 2012. 

86% 
Of defined contribution 

schemes have never 

tested internal controls 

or not tested them for 

over 12 months 

25% 
Of trustees failed to 

recognise they are 

responsible for 

detecting and 

preventing fraud.  Up 

from 16% in 2012 

66% 
Say their trustee board 

has not received fraud 

risk awareness training, 

or don’t know if they 

had. 



8% 
Creating 
fictitious 
member 
records 

9% 
Unauthorised 

payment 

14% Identity 
theft 

What is the biggest risk  

for pension funds? 

 

 

FRAUD 

28% Pension 
liberation 

41% Pensioner 
existence 



“Isn’t  my auditor responsible for 

detecting all frauds?” 

• Obtain reasonable assurance financial 
statements are free from material mis-
statement, whether caused by fraud or error 
 

• Discuss key financial fraud risks with the 
team 
 

• Design and perform audit procedures to 
respond to the assessed risk of material 
mis-statement due to fraud 
 

• Make enquiries of Management 
 

• Make enquiries of ‘those charged with 
governance’ 



Fraud Risk – Statement of Trustees’  

responsibilities 

 The financial statements, which are prepared in accordance with UK Generally Accepted Accounting Practice, are the responsibility of the Trustees.  

Pension scheme regulations require the trustees to make available to scheme members, beneficiaries and certain other parties, audited financial 

statements for each scheme year which:  

• show a true and fair view of the financial transactions of the scheme during the scheme year and of the amount and disposition at the end of the 

scheme year of its assets and liabilities, other than liabilities to pay pensions and benefits after the end of the scheme year, and 

• contain the information specified in the Schedule to The Occupational Pension Schemes (Requirement to obtain Audited Accounts and a 

Statement from the Auditor) Regulations 1996, including a statement whether the financial statements have been prepared in accordance with 

the Statement of Recommended Practice ‘Financial Reports of Pension Schemes’. 

The trustees have supervised the preparation of the financial statements and have agreed suitable accounting policies, to be applied consistently, 

making any estimates and judgements on a prudent and reasonable basis. 

The trustees also have a general responsibility for ensuring that adequate accounting records are kept and for taking such steps as are reasonably 

open to them to safeguard the assets of the scheme and to prevent and detect fraud and other irregularities including the maintenance of an 

appropriate system of internal control. 

 

The trustees also have a general responsibility for ensuring that adequate 

accounting records are kept and for taking such steps as are reasonably open to 

them to safeguard the assets of the scheme and to prevent and detect fraud 

and other irregularities including the maintenance of an appropriate system 

of internal control. 

 
 



Fraud Risk – Representations made 

to Auditors 

 
We have disclosed to you the results of our assessment of the risk that the financial 

statements may be materially misstated as a result of fraud.  

  

We have disclosed to you all information in relation to fraud or suspected fraud that 

we are aware of and that affects the Pension Scheme and involves: 

 

• Management;  

• Employees and others responsible for the operation of the Pension Scheme who have 

significant roles in internal control; or  

• Others where the fraud could have a material effect on the financial statements. 

  

We have disclosed to you all information in relation to allegations of fraud, or 

suspected fraud, affecting the Pension Scheme’s financial statements communicated by 

members, former members, employers, regulators or others. 

  

We confirm that no service organisation used by the Pension Scheme has reported 

any instance of fraud, non-compliance with laws and regulations or uncorrected 

misstatements affecting the financial statements. 

 

 



Fraud red flags 

 Internal/External audit have raised 

concerns about the quality of financial or 

management reporting 

 Out-dated and legacy systems are run in 

isolation and not subject to governance 

scrutiny 

 Inadequate segregation between “risk 

takers” and “record makers” 

 Frequent changes of adviser 

 Lack of policies regarding values and 

behavioural standards and no  published 

code of conduct 

 Complex transaction or accounting 

treatments that require such intricate 

explanations that they are difficult for 

non-specialists to comprehend 

 

 

 Poor segregation of duties 

 Unusual transactions with related 

parties 

 Payments for services that appear 

excessive for the actual services 

provided 

 Inadequate documentation about a 

member 

 Delays in investment decisions being 

actioned 

 Adjustments to membership data with 

no third party oversight or controls to 

capture unauthorised changes 

 Unprofessional or close relationships 

with members or advisers 
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What should you do? 

• Ensure fraud risk and related internal controls 
are included in the risk register 
 

• Test those controls 
 

• Help trustees develop a fraud risk action plan 
 

• Ensure fraud risk policy clearly defined and  
everyone is aware of their responsibilities 
 

• Ensure fraud risk is on the agenda at least twice 
a year in the current economic climate 
 

• Be aware of fraud warning signs 
 

• Educate trustees -  consider offering training 
sessions 



www.bakertilly.co.uk 

Contact Us 

Ian Bell 

© 2013 Baker Tilly UK Group LLP, all rights reserved 

 

Baker Tilly UK Audit LLP, Baker Tilly Tax and Advisory Services LLP, Baker Tilly Corporate Finance LLP, Baker Tilly Restructuring and Recovery LLP and Baker Tilly Tax 

and Accounting Limited are not authorised under the Financial Services and Markets Act 2000 but we are able in  certain circumstances to offer a limited range of investment 

services because we are members of the Institute of Chartered Accountants in England and Wales. We can provide these investment services if they are an incidental part 

of the professional services we have been engaged to provide. Baker Tilly & Co Limited is authorised and regulated by the Financial Services Authority to conduct a range of 

investment business activities. 

 

Before accepting the engagement, contact with the existing advisers will be requested so that inquiries may be made as to whether there are any professional or other 

reasons why the appointment should not be accepted. 

 

Head of Pensions 
 

020 3201 8608 

Ian.bell@bakertilly.co.uk 
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Roger Cooper 



8% 
Creating 
fictitious 
member 
records 

9% 
Unauthorised 

payment 

14% Identity 
theft 

 
 

FRAUD 

41% Pensioner 
existence 

28% Pension 
liberation 
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Pension liberation or trust busting scams work by: 
 

 members enticed to transfer benefits to sham 
schemes set up by “liberators” 

 payment of instant cash but at price of a 20-40% 
commission (some members lose all of their 
benefits) 

 members receive fake employment contracts to 
help cover the liberator’s tracks 

 

And this was written when? 
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 Scheme structure 

 Numerous involved parties 

 International 

 Wider range of members 
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Members 

Receiving 
Pension 
 Scheme 

Cold 
callers 

Introducers 
Transferring  
 scheme 

In
vestm

en
ts 
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 Members over 55 

 Members who distrust existing scheme 

 Members who want better returns 

 Members who don’t want to buy an annuity 
 

Members of  DB, DC, large, small, trust based, 
contract based schemes 
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 If I am over 55 can I access my fund from my current 
provider? 

 If someone offers to take all the papers away by 
courier, does this seem right? 

 What are the chances I could lose everything? 

 Is this investment real? 

 Not all websites are genuine 

 What about HMRC? 
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 Communicate better - why don’t people over 55 
know about the options? 

 Realise people think the pension companies aren’t 
to be trusted 

 Understand personal pensions are just as subject to 
attack as trust based schemes 

 Realise the pension pot can be of any size 

 Be friendlier 
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 Thirty years of legislation and regulation and it has 
never been harder to make sure pension members 
are protected 

 Projected £830bn in eight years time  

 

 

 



Professionalism and Independence in 
trusteeship and occupational pension consulting 



Professionalism and Independence in 
trusteeship and occupational pension consulting  

Future seminar dates for your diary: 
 
Thursday, 8 May 2014 
Wednesday, 10 September 2014 
Thursday, 27 November 2014 
Thursday, 26 February 2015 
Thursday, 14 May 2015 
 

 
If you have any suggestions for future seminar topics, 
please let us know. 
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 We would welcome your feedback on: 
 Subject 

 Content 

 Format of session 

 Time 

 Venue 

 Arrangements 

 Please email us at feedback@piconsulting.co.uk 
or via the seminar page on our website 
www.piconsulting.co.uk  

mailto:feedback@piconsulting.co.uk
http://www.piconsulting.co.uk/
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