
1

Who Watches the Watchers?
Transparency and Accountability 
in Workplace Personal Pensions 
 
This report looks at how effectively and transparently the independent governance 
committees (IGCs) for contract-based pension schemes reported in 2017 on their work 
protecting the interests of scheme members.

POLICY REPORT | February 2018 



1

Contents

Ranking....................................................................................... 

Executive Summary................................................................................. 

Introduction............................................................................ 

Methodology........................................................................ 

Results and Findings................................................................................

Areas on which IGCs were scored...................................................

Value for money (VfM): definition and assessment.................

Investment strategy and performance.......................................

Management charges and investment costs..............................

Member communications and engagement.............................

Member service and administration...........................................

Long-term factors, including environmental, social and 

governance (ESG).............................................................................

Overview of areas not scored..........................................................

Accessibility of report....................................................................

Scope of investment review.........................................................

Governance and transparency of IGC.........................................

Conclusion................................................................................................

Recommendations..................................................................................

For IGCs...............................................................................................

For policymakers............................................................................... 

For workplace pension providers...................................................

Appendix 1: Sample Scorecard..............................................................

Appendix 2: IGC Scorecards...................................................................

Appendix 3: Glossary...............................................................................

2

3

6

8

10

10

10

12

12

15

16

18

20

20

21

22

25

26

26

26

27

28

32

49



1

We would like to thank the independent experts who 
gave their time to provide guidance that informed 
this project. Affiliations are given for information 
only; group members participated in a personal 
capacity. The views expressed in this document are 
those of ShareAction and do not necessarily reflect 
those of the individuals listed here.

• Stephen Davis, Harvard Law School
• David Pitt-Watson, London Business School
• Henry Tapper, First Actuarial/Pensions Playpen

In particular, Henry Tapper’s work collating and 
reviewing the 2017 IGC reports1 was of great 
assistance to us in preparing this review.

We are grateful for the time given to this project by 
Clare Reilly and others at PensionBee.

We would also like to thank the IGC chairs, 
members and provider employees who offered us 
feedback on the draft scorecards we shared with 
them.
 

Acknowledgements



2

IGC
Score  

(out of 19)*
Bonus  

points**
Total 

Aviva 15 1 16

Legal & General 14 1 15

Standard Life 14 1 15

Scottish Widows 13 0 13

Royal London 11 1 12

B&CE 11 0 11

Prudential 10 1 11

Abbey Life 9 0 9

Aegon 9 0 9

Phoenix Life 9 0 9

Fidelity 8 0 8

Virgin Money 7 1 8

Zurich 7 1 8

ReAssure 7 0 7

BlackRock 6 0 6

Old Mutual Wealth 6 0 6

*Core questions
**For examples of innovation in reporting

Ranking: Transparency of 2017 IGC Reports
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In 2015, the Financial Conduct Authority (FCA)
required contract-based pension providers to set 
up independent governance committees (IGCs) to 
address poor consumer outcomes in pensions.2 
These issues had previously been highlighted in 
research by the Office of Fair Trading (OFT)3 and 
others.

At the outset, the FCA stated its intention to conduct 
a review of the effectiveness of IGCs in 2017, two 
years after their inception.4 However, in May 2017, 
the FCA announced that it was indefinitely delaying 
this review.5

In light of this announcement, ShareAction decided 
to undertake a review to assess the IGCs’ reports on 
their work in the past year (2017). The FCA requires 
IGCs to produce annual reports on their work and 
we have undertaken a review of these documents.

The FCA‘s stated policy intention is that the reports:

• “increase transparency and encourage 
comparison between IGCs”; and

• “enable interested scheme members, 
employers and consumer groups to scrutinise 
an IGC’s work.”6

Our review looks at, and scores, IGCs’ performance 
in terms of transparency and effectiveness of 
reporting.  We recognise that this is not necessarily 
a reflection on how well an IGC is performing 
its underlying role.  However, these reports are 
the only resource a scheme member has for 
assessing an IGC’s performance. The IGC reports 
play an important role in increasing transparency, 
accountability and, ultimately, the value for money a 
scheme member receives.  If an IGC has done an 
excellent job in scrutinising a pension provider but 
its reporting of this is poor, this would still mean that 
the FCA’s policy intention has not fully been met. 

In our review, we looked at how effectively the IGC 
addressed the following elements in their reports:

• Defining and assessing value for money.
• Investment strategy and performance.
• Management charges and investment costs.
• Member communications and engagement.
• Member service and administration.
• Long-term factors including ESG.

 
We also looked at the accessibility of the reports, 
the scope of investment review within the 
reports and the governance arrangements of the 

Executive Summary

Good practice 

• There is emerging good practice from IGCs in all of the areas we examined. We saw IGCs 
present detailed but accessible assessments of the provider’s performance in each of these 
areas.

• We saw examples of real innovation in the IGC reports. These related to both the topics 
considered within the reports and how the IGCs had presented them.

• In particular, some IGCs took a nuanced and thoughtful approach to understanding complex 
problems that have a significant effect on scheme member outcomes, such as low levels of 
engagement and historic under-saving. 

• Overall, there were widely varying standards of reporting from IGCs in different areas. No one 
IGC did well in all aspects of our scoring system. Rather, most had strengths in some areas 
and weaknesses in others. We anticipate that the overall quality of reports could be raised to 
a consistently high standard. This would be aided by IGCs and the FCA proactively monitoring 
emerging good practice as future reports are published.
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committees, as described in the 2017 reports. We 
did not score the IGCs on these factors but have 
included an analysis of these areas within the main 
report.  

Areas for improvement
• Some IGC reports made vague, high-level 

statements on provider performance and did 
not back them up with detail or data. We felt 
it would be hard for a consumer or consumer 
body to understand from these reports whether 
scheme member interests were being protected 
by the IGCs, and if scheme members were 
getting value for money from the various 
providers. 

• While some IGCs reported that the provider 
had assimilated and capped complex legacy 
charges, others decided to write to members 
to ask if they wanted to move funds. It was 
not always clear what the provider planned 
to do if this correspondence did not receive a 
response.  

• Sometimes we felt that the criteria established 
by IGCs would be insufficient to capture 
problems members could be experiencing. This 
was usually the case where an IGC had not 
gone beyond the minimum terms of reference 
set out by the FCA. 

• Undertaking exercises such as benchmarking 
across providers could be a powerful tool in 
assessing performance. However, we saw 
little analysis in the IGC reports of providers’ 
performance in terms of their market 
competiveness. 

• The FCA has required IGCs to use an “open 
and transparent’” appointment process, 
commenting that “[s]cheme members must 
have visibility of the process and confidence 
in the appointments”. However, it was rare to 
see an IGC give an account of the process 
used for appointing committee members. The 
vast majority of IGCs also failed to explain the 

backgrounds and skills of committee members 
using plain language suitable for laypeople. 

• Only two IGCs referred to investment-related 
environmental, social and governance (ESG) 
risks and opportunities in their reports.

Only two IGCs 
referred to investment-
related environmental, 

social, and governance risks 
and opportunities in

 their reports. 

“
Recommendations 

• We concluded that IGCs face conflicting 
objectives in producing the reports. The 
feedback we received from scorecards said 
they were aiming to produce reports that were 
accessible enough for the average pension 
scheme member to understand. In some cases, 
IGCs said they felt this meant they could not 
include detailed information on areas such as 
investment returns, or costs and charges. We 
recommend that IGCs produce a full annual 
account of their work, alongside a shorter, more 
engaging summary for members. 

• There is more to do for both IGCs and 
policymakers. Generally, IGCs seem to 
have made a good start in holding providers 
to account on the value they are offering, 
particularly with regards to legacy charging. 
However, it is not currently clear if customers 
of any given provider are receiving competitive 
returns and paying fair charges. To remedy 
this, we recommend that the FCA issues further 
guidance on reporting costs and charges. 
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This could include a checklist of relevant 
charges and costs, to be published by the 
FCA’s institutional disclosure working group. 
IGCs should also demonstrate that they have 
assessed the market competitiveness of their 
provider’s offering. They should report the 
results in a clear, comparable way, enabling an 
objective observer to understand the value for 
money offered by each provider. 

• We recommend that the FCA considers 
developing its rules for IGCs and issuing best 
practice guidance, with a view to offering IGCs 
greater clarity. This should include setting 
a specific definition of value for money and 
issuing clear, comprehensive guidance on how 
to assess it. The widely varied standards of 
assessment and reporting demonstrated by 
IGCs show that a more standardised approach 
is required. 
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Background
Following the Government’s highly successful 
introduction of automatic enrolment, around 10.5 
million people were contributing to a defined 
contribution pension in 2016.7 Just under half of 
these were in a workplace pension scheme. There 
are many more deferred members who are no 
longer contributing to that pension but have not yet 
received their pension benefits. For most people, 
their pension provider will have been chosen by their 
employer and they are not able to switch providers 
without losing their employer’s contribution.

In 2013, the Office of Fair Trading (OFT) found 
that the buy-side in defined contribution (DC) 
pensions was “one of the weakest that [it had] 

ShareAction has reviewed the 2017 annual reports 
published by independent governance committees 
(IGCs) for 16 of the largest contract-based pension 
providers in the UK. These committees were 
appointed to represent the interests of customers 
of workplace personal pensions or ‘contract-based’ 
pensions. The purpose of this review is to assess 
how well IGCs have reported on their work in this 
role.

analysed in recent years”.8 This had caused poor 
scheme member outcomes linked with practices 
such as routine overcharging by providers. The 
OFT attributed this to the fact that “most employees 
do not engage with or understand their pensions” 
and although the scheme member takes the 
risks and rewards of the DC pension, “they are 
not responsible for choosing key elements of the 
product”.9 It also found that “many employers lack 
the capability and/or the incentive to ensure that 
members of their schemes receive value for money 
in the long term.”10 

The OFT recommended that the FCA required 
contract-based pension providers to appoint 
independent governance boards to champion the 
best interests of scheme members.11 In 2015, the 
FCA published rules requiring the providers of 
these pension schemes to set up and maintain 
IGCs.12  The role of the IGCs was to review whether 
members were receiving value for money from their 
schemes and to challenge the providers to do better 
where necessary. The IGCs are required to report 
to scheme members annually on their work holding 
pension providers to account. The FCA‘s stated 
policy intention is that the reports should:

• “increase transparency and encourage 
comparison between IGCs”; and

• “enable interested scheme members, 
employers and consumer groups to scrutinise 
an IGC’s work”.13 

The FCA stated that since IGCs would be new 
governance bodies, it wanted to ensure that they 
are operating effectively. It said it would therefore 
review the effectiveness of IGCs in 2017.14  
However, in May 2017, the FCA announced that it 
was indefinitely delaying this review.15 Meanwhile, 
Willis Towers Watson’s 2017 FTSE 350 DC pension 
scheme survey16 found that only 7% of contract-
based pension schemes felt their IGC had had a 
significant effect on the day-to-day operation of the 
arrangement.

Introduction

Willis Towers 
Watson’s 2017 FTSE 350 

DC pension scheme survey  
found that only 7% of 

contract-based pension 
schemes felt their IGC had 
had a significant effect on 

the day-to-day operation of 
the arrangement.

“
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Purpose of the review
In light of the FCA’s announcement and a continued 
culture of widespread consumer disengagement 
along the lines flagged by the OFT, ShareAction 
decided to undertake a review to assess the IGCs’ 
2017 reports. Our motivation for conducting this 
review is to assess, from the member’s perspective, 
how well IGCs have reported on their work 
protecting scheme member interests. We hope that 
the findings of this report will:

• Inform the work of the IGCs. We have found 
examples of emerging good practice in our 
analysis of the reports but all IGCs had some 
weaker areas. We hope that this review will 
provide insight and learning on how other IGCs 
report on tackling the complex challenges 
posed by their role. 

• Inform the work of policymakers, specifically 
the FCA. We hope the review will assist them to 
look again at whether the rules governing IGCs 
are meeting the policy intention of protecting 
members and strengthening the buy-side of the 
market.
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Assessment process
We have based our review solely on the annual 
reports published by IGCs in 2017. We did not 
proactively seek further information from other 
webpages unless such a link was included within 
the 2017 report or from the IGCs directly. We chose 
this approach because the annual report is the 
material an interested member is mostly likely to 
access for information on the IGC. It also represents 
the most comprehensive public document on the 
IGCs’ activities.

It is clear that the FCA intended these reports to 
be scrutinised. In its policy statement on the final 
rules for IGCs, the FCA said: “The publication of 
IGC annual reports should increase transparency 
and encourage comparison between schemes 
provided by different firms. In addition, it will enable 
interested scheme members, employers and 
consumer groups to scrutinise an IGC’s work and 
the provider’s response to any concerns raised or 
recommendations made.”17 

In addition, the FCA states that in requiring the 
IGCs to report on the value for money of their firm’s 
schemes, it anticipated that “[t]his will increase 
the quality of information which employers and 
employees have access to and may improve 
competition between firms providing workplace 
personal pension schemes.”18

Our review looks at, and scores, IGCs’ performance 
in terms of transparency and effectiveness of 
reporting.  We recognise that this is not necessarily 
a reflection on how well an IGC is performing its 
underlying role. However, the IGCs’ reports are 
all a scheme member has to assess the latter 
and, as such, play an important role in increasing 
transparency and accountability. If an IGC has done 
an excellent job in scrutinising a pension provider 
but its reporting of this is poor, this would mean that 
the FCA’s policy intention has not fully been met.
 
 
 

Selection of IGCs
To our knowledge, there is no comprehensive list of 
the providers under a requirement to appoint IGCs. 
The online list of IGCs produced by the industry 
commentator Henry Tapper19 was of great use to 
us in selecting IGCs for our review, along with his 
helpful and informative assessments of the 2017 
IGC reports. We did not identify any further IGCs 
beyond the ones he had listed.

We chose not to include the IGCs appointed to 
oversee group self-invested personal pensions 
(SIPPs) within the scope of this particular report. 
However, we agree with the FCA that it is important 
for these providers to appoint an IGC to protect 
consumers where their employer has chosen the 
product. If we conduct another, similar review of IGC 
reports in future, we may include these IGCs in this 
report.

While we have scored each IGC individually 
based on its report, we note that Abbey Life has 
had a change of parent company, following its 
sale to Phoenix at the start of 2017, and Dr David 
Hare chairs both IGCs. We also note that Aegon 
has purchased BlackRock’s defined contribution 
business and the legal transfer is due to complete 
in 2018. B&CE EasyBuild scheme members are 
also in the process of transferring to the People’s 
Pension, B&CE’s mastertrust. These latter two IGCs 
state in their reports that the provider has delayed 
taking certain actions in some areas pending 
completion of these transfers.

Structure and scoring 
framework
The methodology for this review was based on the 
2013 OFT report, Defined contribution workplace 
pension study.20  The OFT’s view was that the 
following are key elements of value for money in DC 
pensions: 

• The charges the scheme member has to pay 
– including charges paid for the administration 

Methodology 
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of the scheme and for investment management 
services. Small differences in the level of 
scheme charges can make a significant 
difference to the value of a member’s 
accumulated savings at retirement.  

• The quality of the scheme, which includes:  

 ▶ the design and execution of the investment 
strategy;

 ▶ administration of the scheme and 
communication with the members; and

 ▶ the governance of the scheme, which should 
involve assessments at regular intervals of 
how well the scheme is delivering on each 
of the key elements of value for money on 
an ongoing basis - including the level of 
charges, investment strategy design and 
execution, and scheme administration. This 
ensures that a scheme remains good value 
for money into the future.21

Additional factors we considered include:

• The accessibility of the reports from the 
perspective of an ordinary member of the 
public. We looked at this because the IGC 
annual reports are intended for a consumer 
audience.  

• How well the IGCs have defined and assessed 
value for money, since this is their central 
focus. 

• How IGCs reported on the scheme’s approach 
to long-term factors such as environmental, 
social and governance factors (ESG). Exploring 
the long-term impact of investment decisions 
made by institutional investors is a vital part 
of pension provision: both in financial terms 
(managing risks to members’ pension pots), 
and from a broader perspective (the impact on 
the world in which they live, and will retire into).

Prior to publication of this review and ranking, 
we sent each of the IGCs a copy of their draft 
scorecard, incorporating notes on how we had 
come to our conclusions. This was to give the IGCs 

an opportunity to identify any areas where we had 
misunderstood or overlooked key information in their 
reports. We are grateful for all of the feedback we 
received. 

A full scorecard is included at Appendix 1.

Note on ‘readability’ 
assessment
We used The Writer’s online ‘readability’ 
assessment tool22 to assess how accessible each 
IGC report would be for an average member of the 
public. We selected three paragraphs at random 
from each IGC report. In each case, we made 
sure that the selected text did not include technical 
terms, which can skew the results. We submitted 
each paragraph individually to The Writer’s online 
readability tool and produced an average score from 
the results.

The Writer’s website states that the formulae it uses 
assesses “the ‘reading age’ someone needs to be 
to understand writing clearly on a first reading. All 
readability formulae work by counting the variables 
that have the biggest impact on readers being 
able to ‘take in’ a bit of writing: sentence length, 
number of syllables per words, number of passive 
sentences.

The creators of this assessment acknowledge 
that it is a blunt tool: for example, “some long 
words (‘hippopotamus’, with five syllables) are not 
‘difficult’, and… a well-crafted long sentence may 
well be easier to read than poorly thought-through 
short ones.” With this in mind, we decided not to 
include this rating within the scorecards themselves. 
Instead, we used it to give a general overview 
of how clear IGCs reports may be for scheme 
members.
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Value for money (VfM): 
definition and assessment

Why we looked at this

The central focus of the IGC’s role is to consider the 
value for money (VfM) offered to scheme members 
by providers. All IGCs are mandated by regulation 
to establish some kind of framework for assessing 
VfM. The FCA’s rules do not determine what is in 
this framework, with the exception of the following 
minimum requirements:

• whether default investment strategies within 
those schemes: 

 ▶ are designed and executed in the interests of 
relevant policyholders;

 ▶ have clear statements of aims and 
objectives; 

• whether the characteristics and net 
performance of investment strategies are 
regularly reviewed by the firm to ensure 
alignment with the interests of relevant 
policyholders and that the firm takes action to 
make any necessary changes; 

• whether core scheme financial transactions are 
processed promptly and accurately; 

• The levels of charges borne by relevant 
policyholders; and 

• The direct and indirect costs incurred as 
a result of managing and investing, and 
activities in connection with the managing and 
investing of, the pension savings of relevant 
policyholders, including transaction costs;23 

The OFT had originally identified certain factors that 
it considered important for VfM in its 2013 report. 
These included: 

• The charges the scheme member has to pay 
– including charges paid for the administration 
of the scheme and for investment management 

services. Small differences in the level of 
scheme charges can make a significant 
difference to the value of a member’s 
accumulated savings at retirement.  

• The quality of the scheme, which includes:  

 ▶ The design and execution of the investment 
strategy;

 ▶ Administration of the scheme and 
communication with the members; and

 ▶ The governance of the scheme, which should 
involve assessments at regular intervals of 
how well the scheme is delivering on each 
of the key elements of value for money on 
an ongoing basis - including the level of 
charges, investment strategy design and 
execution, and scheme administration. This 
ensures that a scheme remains good value 
for money into the future.24

Our findings

• The majority of IGCs (14 of 16) set out clear 
frameworks which include the factors identified 
in the OFT’s report. All IGCs met the minimum 
requirements established by the FCA.  

• The highest scoring IGCs provided:  

 ▶ clear criteria for assessment of each 
element; 

 ▶ a detailed assessment of the provider’s 
performance against these criteria; and 

 ▶ a rating system indicating the provider’s 
performance. 

• We awarded lower scores to IGCs in this 
area where they did not clearly set out the 
criteria against which they were assessing 
providers. For example, Old Mutual Wealth 
IGC states: “[t]o help assess value for money, 
a number of IGCs have taken account of a VfM 
Framework. This was designed to help them 
consider value for money in a consistent way”. 
It says the IGC has taken this framework into 
account but offers little further information. 
The FCA is clear that it expects IGCs to define 

Results & Findings:  
Areas on Which IGCs were Scored
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VfM for themselves, albeit in the context of its 
guidance. We note that all of the other IGCs 
have done this. 

• In assessing providers’ performance, some 
IGCs could have offered more concrete 
evidence demonstrating that a provider had 
offered VfM. One example was the BlackRock 
IGC. It had commissioned KPMG to benchmark 
the provider’s performance against the market.  
This is a commendable exercise.  However, it 
could have been presented more effectively.  
No methodology was disclosed in the report 
and it was not clear what the allotted scores 
meant in real terms. For example, it awarded 
BlackRock 120 out of a possible 130 points for 
investment (relative to 32.5 points for a ‘basic 
scheme’, 70 points for an ‘average scheme’ and 
130 points for an ‘above average’ scheme) but 
no details of investment returns are included 
within the report nor was it clear how KPMG 
had arrived at the 120 points for Blackrock.  

• Use of member research was problematic 
in some instances. Cross-industry research 

Good practice

• The Aviva IGC demonstrated good practice in its reporting on the provider’s performance 
against each element of the VfM framework. Its report sets out clear and detailed criteria for 
assessing each element. It then set out “areas we have assessed  as good” and “areas which 
require further  attention” for each element. It includes a well-designed diagram showing the 
performance rating for each area (red, amber or green).

• The Standard Life IGC produced a full report of 70 pages with an extensive amount of detail 
about its activities, and coupled this with a shorter summary for members. We thought this 
approach was commendable and innovative. We anticipate that this approach could solve 
many of the difficulties IGCs have faced in producing an annual report which: 

 ▶ provides a sufficient amount of information to enable an objective observer to assess the 
value for money offered by each provider; and 

 ▶ is accessible for scheme members without much knowledge of pensions or financial 
services. 

We recommend that other IGCs follow this approach.

conducted by NMG determined that members 
generally do not consider charges to be of 
much significance in generating value for 
money. Some IGCs noted that this was a 
reflection of the low levels of understanding of 
pensions among scheme members. However, 
others seemed to take this information at face 
value. For example, the Phoenix Life IGC report 
included a chart showing how much weight it 
gave to each element of VfM. It explained that it 
gives less weight to charges due to their lesser 
importance in member feedback. We should 
note that the work on charges carried out by 
Phoenix Life IGC did appear to be effective and 
its report received a good score in this area. 
We were nevertheless concerned by it using 
this rationale.
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investment funds are well governed with action 
taken if they are not performing well”.  

Management charges and 
investment costs

Why we looked at this

The main motivation for the OFT to undertake its 
2013 report on workplace pensions was a concern 
that members were being routinely overcharged. 
The charges and costs that a DC pension saver 
pays will have a substantive effect on the size of 
their pension pot, and therefore their income on 
retirement. The OFT noted in its report: “Small 
differences in the level of scheme charges can make 
a significant difference to the value of a member’s 
accumulated savings at retirement. For instance, a 
0.5 per cent AMC [annual management charge] over 
an employee’s working life can reduce the overall 
value of a scheme member’s retirement savings by 
around 11 per cent, whereas a one per cent AMC 
can reduce retirement savings by around 21 per 
cent.”25

The OFT estimated in its report that “average AMCs 
on contract based and bundled trust based schemes 
sold before 2001 (so-called ‘legacy schemes’) are 
currently around one-quarter to one-third higher 
than those sold after April 2001.” The OFT agreed 
that the ABI and its members would undertake an 
audit of these legacy schemes, with an Independent 
Project Board (IPB) appointed to oversee the audit. 
This found that up to £26 billion of in-scope pension 
assets in legacy contract and bundled trust-based 
DC schemes was potentially exposed to a reduction 
in yield of more than 1% due to charges.26

In 2016, the Department for Work and Pensions 
(DWP) and the FCA undertook a joint review 
of industry progress in remedying these legacy 
charging issues. This found that the industry had 
made significant progress but there still work to be 
done. It cited providers that had written, or planned 
to write, to customers asking for their permission to 
move them to lower charging schemes. It expressed 

Investment strategy and 
performance

Why we looked at this
 
The investment returns generated by a pension 
provider are a significant factor in producing 
a decent retirement income for an individual. 
Therefore, the governance and strategy around the 
provider’s investment decisions are very important 
in ensuring members will see good outcomes, as is 
monitoring the resulting investment performance. 

Good practice 

The Aviva and Virgin IGC reports provide 
good examples of how investment reporting 
can be done well. For example, the Aviva 
IGC report included clear charts showing 
the investment returns for each default fund, 
net of charges. It also includes a helpful 
explanation of what this would mean in real 
terms for a scheme member with an annual 
charge of 0.75% and an existing pension 
fund with a value of £5,000.

Our findings

• Just over half of the IGC reports reviewed (9)
reported some data on investment performance. 

• Three quarters of the IGC reports reported some 
analysis of their default investment strategy.  

• We awarded lower scores in this area 
where IGCs made general statements about 
investments without presenting any detail of 
investment returns or strategy. For example, the 
Aegon IGC describes investment governance 
processes in some detail but the only information 
it discloses on investment performance 
is “Customers can have confidence their 
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concerns about cases where it was not yet clear 
how these providers will improve the value of 
these schemes in the event that customers did not 
respond.27  

There has also been a great deal of concern in 
recent years about ‘hidden’ transaction fees charged 
to pension members without their knowledge. For 
example, a 2016 report from the Transparency 
Task Force found more than 100 charges are 
routinely levied on pension scheme members, 
many of them hidden. The study suggested the 
number of fees levied on a pension is three times 
higher than previously thought, encompassing 
fees including bank set-up costs, tax advice fees, 
transaction charges and fund administration, legal, 
compliance and governance fees.28 A forensic 
search commissioned by RPMI Railpen on its 2011 
investment costs found an extra £200 million in 
addition to the £90 million shown on investment 
managers’ invoices. It was able to cut these costs 
by £70 million by negotiating down charges and 
replacing fund managers.29

 
In 2015, the DWP capped the AMC permitted 
for auto-enrolment default funds at 0.75%. Exit 
fees for scheme members over the age of 55 
wishing to transfer or access their pension benefits 
were limited to 1% in 2017. The FCA has been 
undertaking an extensive exercise to create a 
standardised system of reporting transaction 
costs (and to require asset managers to disclose 
all relevant information), and this was finalised in 
September 2017. 30 

However, the role of IGCs in assessing the impact of 
costs and charges on pension scheme members is still a 
crucial one. Many deferred scheme members have their
money in funds not subject to the auto-enrolment cap. If 
they are paying a substantial AMC, they may not be able 
to change their provider without paying a significant exit 
fee (if they are still under the age of 55). Additionally, the 
reporting and assessment of transaction costs is still in 
its earliest stages and IGCs will need to ensure that the 
provider takes substantive action on this issue from 2018 
onwards.

Our findings 

• All IGCs included some information on costs 
and charges. However, this is the minimum 
that could be expected, given that the FCA 
requires the IGCs to look at both the levels of 
charges borne by relevant policyholders and 
the direct and indirect costs incurred as a result 
of managing and investing. The OFT had also 
identified this topic as central to the IGCs’ role. 
Nearly a third of IGC reports reviewed (5 of 16)
did not include any data showing the AMCs 
savers were being charged by providers. 

The role of IGCs in 
assessing the impact of 

costs and charges on 
pension scheme members 

is still a crucial one. Many 
deferred scheme members 
have their money in funds 

not subject to the auto-
enrolment cap.

“

• In assessing this area, we were looking for 
a sense that scheme members could be 
confident that all charges and costs had been 
considered. Some IGCs appeared to be on 
the right track, setting out data demonstrating 
the maximum management charges and 
investment costs (some estimated) a member 
would pay. However, it is still not clear whether 
the providers and IGCs have covered all 
relevant areas, given the range of ‘hidden 
charges’ that may be applicable. While we 
recognise that the FCA’s work in this area had 
not been completed when these reports were 
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published (discussed in more detail below), it 
is far from clear for a lay observer whether a 
comprehensive, forensic analysis of costs and 
charges has been undertaken. Mechanisms 
are needed for demonstrating this: this could 
include a checklist of relevant charges and 
costs, to be published by the FCA’s institutional 
disclosure working group. 

• We did not see clear conclusions in the IGC 
reports about what costs and charges could be 
considered reasonable in terms of both market 
competiveness and the overall impact on 
members’ pension pots. Most IGCs have made 
good progress on consolidating and capping 
the highest legacy charges, pushing their 
provider to cap charges at the 1% maximum 
identified by the IPB as acceptable. However, 
it is still rare to see providers capping their fees 
below this level for funds not used for auto-
enrolment. The OFT found that a 1% AMC can 
still reduce retirement savings by around 21 
per cent. AMCs are available elsewhere in the 
market at 0.5% or less, so it seems more could 
be done in this area.

We awarded lower 
scores for reporting on 

costs and charges where 
the IGC had not confirmed 

AMCs or other charges, 
or had failed to obtain or 

report information on 
transaction costs.

“

• We awarded lower scores for reporting on costs 
and charges where the IGC had not confirmed 
annual management or other relevant charges, 
or had failed to obtain or report information on 
transaction costs. For example, the BlackRock 
IGC states that schemes not used for auto-
enrolment have charges which “vary by scheme 
depending on the type of investment funds that 
are chosen by the employer”. 

• Some IGCs reported that the provider had 
consolidated and capped complex legacy 
charges. However, two IGCs reported that 
providers wrote to members to ask if they 
wanted to move funds. For example, the Old 
Mutual Wealth IGC reported that the provider 
had reduced or waived some charges (e.g. 
contribution service charge and exit charges). 
In other cases (product maintenance charge, 
for example), Old Mutual Wealth has written 
to policyholders to encourage them to review 
their options. It was not always clear what 
Old Mutual Wealth planned to do if this 
correspondence did not receive a response: 
particularly in the case of the fixed product 
maintenance charge, which the IGC said could 
have a disproportionate impact on policyholders 
with smaller pots. This problem was identified 
by the FCA and DWP in its review of this area 
(see ‘Why we looked at this’ above) and we are 
concerned these problems may not yet have 
been resolved. 

• The FCA’s methodology for reporting 
transaction costs had not yet been finalised 
by the time the 2017 reports were issued. 
Therefore, it is not surprising that there 
were widely varied approaches to reporting 
transaction costs. 9 of 16 IGCs had reported 
some data on transaction costs (implicit 
costs were only estimated, where they were 
included). They included explanations of 
the process they had undergone and what 
approach they would take following the new 
FCA requirements. Others stated that they had 
been unable to obtain this information before 
the FCA’s methodology had been agreed. It 
was clear that some IGCs had made more 
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progress in this area than others. However, 
we hope that the 2018 reports should offer a 
better insight into the effectiveness of IGCs in 
ensuring members receive VfM on transaction 
costs.

Good practice 

The Legal & General IGC appeared to have 
made the most progress in tackling the 
challenge of reporting on costs and charges. 
For example, it provided a good table with 
full AMCs and transaction costs (implicit 
costs being estimated) for directly managed 
funds.

The FCA has confirmed that: “The effectiveness of
member communications, including member support
beyond mandatory disclosure requirements, is clearly 

important to improving scheme member  
engagement and pension outcomes.”

“

Member communications and 
engagement 

Why we looked at this 

The FCA has confirmed that: “The effectiveness 
of member communications, including member 
support beyond mandatory disclosure requirements, 
is clearly important to improving scheme member 
engagement and pension outcomes. To the extent 
that the costs of communications are borne by the 
scheme member, this must be part of the IGC’s 
assessment of value for money.”31 

Many individuals in DC pension schemes are saving 
at the minimum level and show little interest or 
connection to their workplace pension fund, despite 
its importance for their quality of life in older age. 
Findings from the Pension Policy Institute32 show 
median employee contribution rates in DC schemes 
are decreasing, with newly enrolled employees 
generally contributing at minimum rates (giving rise 
to concerns that they could opt out as contribution 
rates go up). Furthermore, even contributions 
through auto-enrolment of 8% of band earnings, 
mandatory from April 2019, may not be sufficient for 
people to achieve an acceptable standard of living in 
retirement. 

There are no easy answers in addressing low levels 
of engagement in pensions. However, it is vital that 
the IGCs recognise their role in this area, given 
their responsibility for protecting member interests. 
We think the IGC should assess and encourage 
the provider’s attempts to capture their customers’ 
attention, interest and imagination. This should be 
with the aim of helping scheme members engage 
with their pension. 

Our findings

• Most IGCs (9 of 16) have reviewed sample 
communications from the provider and 
monitored the work being undertaken to 
improve these. Some also looked at providers’ 
initiatives for improving engagement levels, 
and/or made recommendations for further work 
in this area.
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• Most IGCs (9 of 16) could be clearer and 
more specific on what they hope the provider 
will achieve beyond ‘better’ communication.
For example, the Virgin IGC simply states 
that “[m]embers seem to receive appropriate 
communications, both in terms of the number of 
statements and content” and that the provider is 
undertaking a review. 

• The vast majority of IGCs (15 of 16) state they 
have carried out some kind of member survey. 
However, the degree of analysis applied to 
the results varies widely. Many IGCs focus 
principally on the performance of the individual 
provider in terms of customer satisfaction. It 
was not always not clear how the IGCs were: 

 ▶ planning to use (or request the provider 
uses) the information they obtained from 
surveys; and/or

 ▶ thinking about the bigger picture (i.e. low 
levels of member engagement).  

Member service and 
administration

Why we looked at this

Assessing the quality of member service and 
administration is not a straightforward exercise. 
Francois Barker (partner and head of the Pensions 
group at Eversheds LLP) commented in a Pensions 
Expert blog in July 2015: “There are likely to be a 
lot of soft components to a product offering, such 
as customer service, online access and brand 
recognition, which cannot be valued in pounds and 
pence. IGCs will need to decide how to factor these 
into their assessment”.33 

Good practice

• The best practice we identified on member communications and engagement was where the 
IGC has carried out a comprehensive assessment of the provider’s communication materials 
and engagement mechanisms, and the efficacy of these communications in influencing scheme 
member behaviour. These IGCs drew conclusions about what value member communications 
can have in terms of improving outcomes. Their reports included a nuanced analysis of barriers 
to engagement.

• For example, the Royal London IGC’s analysis of member communications and engagement 
was thoughtful, detailed and thorough. Although it participated in the cross-industry NMG 
research mentioned above, the IGC also asked Royal London to commission additional 
research. This looked at what relationship customers want with their pension provider, barriers 
to this relationship and how it can be better fostered. Nuanced and insightful conclusions were 
drawn, including recognition of a perceived lack of control on the part of the customer, due to 
the provider having been chosen by the employer. The IGC has asked Royal London to focus 
on building a stronger, longer-term, two-way relationship with customers and more personalised 
communications. 

• The Scottish Widows IGC has undertaken a similarly thoughtful analysis, identifying 
considerable knowledge gaps and misunderstandings among scheme members, shown by 
its own and wider industry customer research. It is commendable that the Scottish Widows 
IGC gave Scottish Widows an ‘amber’ rating for engagement despite having introduced some 
innovative initiatives. This was on the basis that Scottish Widows customers had the same low 
levels of understanding as pension customers more generally.
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We see service and administration as important 
because slow response rates, poor online access 
or inappropriate handling of customer contact can 
cause real frustration, disengagement and poor 
financial outcomes for customers. These customers 
have not, in most cases, chosen the provider they 
are dealing with. Many of them will not be able to 
change provider without losing their employer’s 
contributions and incurring a substantial exit charge. 
Therefore, they have little recourse when dealing 
with poor customer service, and will rely upon the 
IGC holding providers to account on the quality of 
service provided. 

Our findings

• In general, IGCs seemed to recognise the 
importance of good member service and 
administration. Most reports (12 of 16) included 
at least some analysis of service standards. 

• We awarded lower scores for service and 
administration where IGCs made high-
level statements about member service and 
administration levels but did not offer further 
detail, data or analysis. For example, the Virgin 
Money IGC says “day-to-day administration of 
the scheme appears to be fit for purpose” but 
does not give much further information. 

• In some cases, we felt the criteria apparently 
used to assess service levels would be 
insufficient to capture problems members 
could be experiencing. For example, the 
BlackRock IGC report merely notes that there 
are service level agreements in place with the 
administrators, the administration provider is 
reviewed regularly and members have access 
to support via a telephone helpline and email.  

• We were concerned that the IGC report may 
not always fully reflect the member experience. 
By way of example, we had access to some 
data from PensionBee, an organisation that 
offers consumers the option to transfer and 
combine multiple pension plans. PensionBee 
shared data and correspondence with us in 
January 2018 indicating that:

 ▶ The average transfer time it saw for 
completed transfers away from Aegon was 
54 days. We understand that uncompleted 
transfers from Aegon (where scheme 
members have not yet fulfilled a requirement 
or have given up on the process) stand 
between 30 and 180 days. This contrasts 
with an industry standard of circa 12 days. 
PensionBee estimated that around half of the 
consumers affected had workplace pension 
products. 

 ▶ Aegon has, in many cases, required 
consumers requesting a transfer to 
PensionBee (an FCA-authorised firm) to 
undergo a lengthy and demanding process 
that can take many months to complete. We 
understand that where customers failed to 
complete any of the multiple steps required 
within a limited time frame (in some cases, 
of two working days), the entire transfer 
process was then cancelled. Complaints 
made by customers in these instances have 
been met with further delays, resulting in 
referrals made to the Pensions Ombudsman 
and the FCA. This correspondence 
confirmed that not all of the customers 
affected sat within the scope of the IGC, 
but a proportion of them were under its 
protection. 

 ▶ However, we see no reflection of any such 
issues within the Aegon IGC report. The 
report states that the IGC reviews a regular 
dashboard of information from the provider, 
including information on customer calls, 
times to deliver key processes, service 
levels, complaints data and administrative 
systems performance. The IGC confirms that 
these all “remain satisfactory”. It has also 
reviewed customer feedback in the area and 
says it is “an improving picture”. We hope 
that these issues are addressed in the IGC’s 
2018 report.
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Long-term factors, including 
environmental, social and 
governance (ESG)

Why we looked at this

The long-term impact of investment decisions made 
by institutional investors is a vital part of pension 
provision: both in financial terms (managing risks 
to scheme members’ pension pots), and from a 
broader perspective (the impact of investment 
decisions on the world in which members live, 
and will retire into). There is increasing evidence 
showing that companies that perform well on 
environmental, social and governance (ESG) 
issues tend to produce better returns for investors.34 
This is especially true of investors with long-term 
investment horizons, like the pension providers 
discussed in this report, as these factors are more 
likely to be financially material over longer time 
horizons.

The Law Commission has recommended that IGCs 
should be required to report on providers’ policies in 
relation to:  

• evaluating risks to an investment in the long 
term, including risks relating to sustainability 
arising from corporate governance or 
environmental or social impact; 

• considering and responding to members’ ethical 
and other concerns; and 

• the provider’s approach to stewardship.
 
In December 2017, the FCA stated that it was 
considering these recommendations and would 
issue a final decision in mid-2018. Meanwhile, the 
DWP has announced its intention to consult on the 
equivalent recommendations made for trust-based 
pension schemes, including master trusts. The 
Pensions Regulator has issued clear guidance on 
ESG factors for trustees and it now looks probable 
that the law for trustees will be clarified as well.

There are clear parallels between the duties
of contract-based pension providers under the
Principles for Business (PRIN) and Conduct of
Business Sourcebook (COBS) rules and those of 
trustees of trust-based pension schemes. This is 
clear from joint statements made by TPR and the 
FCA that “[t]he FCA expects pension providers to 
ensure that customers are treated fairly [Principle
6] in the same way that The Pensions Regulator 
expects trustees to act in the best interests of 
their scheme members”.35 There is no reason why 
members of contract-based schemes, overseen 
by the FCA, are not exposed to the same risks as 
those of trust-based schemes, overseen by TPR. 
However, it seems contract scheme members may
be at risk of having less regulatory protection than 
their counterparts in trust-based schemes.
We believe that IGCs should state in their reports 

Good practice
• The Legal & General IGC sets out the areas it reviews in relation to member service (time 

taken to respond to member requests, quality of the provider’s servicing and members’ views 
on the service received). It receives bi-monthly updates on service performance and the IGC’s 
Pensions Manager receives monthly information covering service performance, volumes, trend 
analysis and commentary against each process in the IGC’s remit. 

• It is particularly impressive that the Legal & General IGC has published service performance 
statistics on its website on a six-monthly basis. Having located these, they are published in an 
accessible format. However, the likelihood of many people seeking them out is quite remote so 
we would suggest that they are published in an appendix to its report.
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the importance of longer-term factors such as ESG. 
They should report on how they have satisfied 
themselves that the provider has given sufficient 
consideration to these factors, and give a summary 
of the provider’s approach.

The majority of IGCs
 do not mention long-term 
factors such as ESG in their 

reports. Only two IGCs 
(Aviva and Legal & General) 
report any information on 

the providers’ approach 
to ESG.

“

Our findings

• The majority of IGCs do not mention long-term 
factors such as ESG in their reports. Only two 
IGCs (Aviva and Legal & General) report any 
information on the providers’ approach to ESG. 

• The Aviva IGC gives a clear explanation of 
ESG. It says Aviva takes ESG and Responsible 
Investment “very seriously in how and where 
they invest your money” and that they have 
seen “good evidence of this”. However, no 
further detail is given of the scheme’s approach 
to ESG. To achieve full marks in this area, we 
would want to see evidence of how the IGC has 
challenged the provider to demonstrate its ESG 
and stewardship policies, and how these have 
been implemented in real terms.  

• The Legal & General IGC states that the IGC 
has reviewed what Legal & General are doing 
on ESG issues. The IGC sets out the subjects 
covered, including their approach to active 

governance, how they attempt to raise market 
standards, company engagement and voting 
activities, addressing climate change, views on 
executive remuneration and Legal & General’s 
current engagement focus. A link is given to 
Legal & General’s corporate responsibility 
report. However, this report covers the Legal 
& General Group’s activities in general, 
rather than the approach to long-term risk 
management taken in relation to the specific 
funds discussed in the IGC report. It would be 
more effective if it were linked to the members’ 
money under management.  

• Three IGCs (Abbey Life, Fidelity and 
Prudential) do not mention the provider’s 
specific approach to long-term factors but do 
consider investment performance from a long-
term perspective. For example, the Prudential 
IGC does not mention ESG but specifically 
uses what it considers to be the most 
appropriate long-term measure of investment 
returns (backed by Professors Lynda Grattan 
and Andrew Scott and used by NEST). 

Good practice 
 
We were impressed by the following 
initiatives:

• The Aviva IGC undertook a survey to 
assess which ESG areas are most 
important to members is included. It says 
it will include additional ESG related 
questions in carrying out future member 
research. 

• Legal & General were invited to present 
at the annual members’ forum on the 
provider’s approach to ESG. 
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Accessibility of report

Why we looked at this

In the FCA’s policy statement on the final rules 
for independent governance committees, it 
commented:36

“The publication of IGC annual reports should 
increase transparency and encourage comparison 
between schemes provided by different firms. In 
addition, it will enable interested scheme members, 
employers and consumer groups to scrutinise an 
IGC’s work and the provider’s response to any 
concerns raised or recommendations made.”

It is clear, therefore, that the IGC annual reports are 
intended for a consumer audience. A number of IGC 
reports commented that there are very low levels 
of understanding of pensions among workplace 

pension scheme members. The Royal London IGC 
report comments that “the workplace pensions
industry has not communicated well enough with its 
customers in the past”. It also notes that engaging 
customers is “critical to encouraging [them] to save 
appropriate amounts to ensure a good retirement 
income”. We discuss provider communications in 
more depth in the ‘Member communications and 
engagement’ section above. However, as a bridge 
between the member and the provider, we feel that 
the IGC reports also play an important role in this 
context.

We used The Writer’s online ‘readability’ 
assessment tool37 to assess how accessible each 
IGC report would be for an average member of the 
public. We selected three paragraphs at random 
from each IGC report. In each case, we made 
sure that the selected text did not include technical 
terms, which can skew the results. We submitted 
each paragraph individually to The Writer’s online 

Grade Score Reading Age Which is like:

4 100+ 9 to 10 This sign

5 90 10 to 11 Most comic books

6 80 11 to 12 Harry Potter

7 70 12 to 13 Large chunks of The Writer’s 
website

8 65 13 to 14 Many of Obama’s speeches

9 60 14 to 15 BBC news website

10 50
Start of college (High 
School) The Financial Times

11 40 End of college Most of William Shakespeare

12 30 University Harvard Law Review

Results and Findings: Overview of Areas not 
Scored

Figure 1: Readability Checker Rankings22
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readability tool and produced an average score from 
the results.

Clearly, pensions is a complex subject. However, 
it is possible to discuss pensions in a way that is 
easy to understand for the average pension scheme 
member. For example, a BBC News article on how 
to get a £20,000 pension by the time you retire38 
received a score of 66.8.39

Our findings

• The most accessible reports used short, 
concise sentences and simple words, and 
explained all of the technical terms used. 
Only one full IGC report (Phoenix Life) scored 
highly enough to be assessed as suitable 
for a consumer audience (BBC News). We 
note that when we assessed shorter member 
summaries, they were generally rated as very 
accessible (BBC News or Obama’s speeches).  

• The reports we considered most visually 
appealing were those that divided text into short 
paragraphs and bullet points. They used charts 
and images to break up the text.

Good practice 
 
We thought the following features were 
particularly well designed:

• Case studies to illustrate the impact 
of charge reductions on hypothetical 
pension scheme members, including 
images of the fictional individuals and 
descriptions of their life circumstances 
(Prudential).

• Symbols to highlight important areas 
(Scottish Widows).

• Clear green/amber/red rating diagrams to 
demonstrate the provider’s performance 
on each element of value for money 
(Aviva, Phoenix Life, Scottish Widows 
and Virgin).

Scope of investment review
The FCA’s minimum requirements for this area 
are set out in its Conduct of Business Sourcebook 
(COBS). These state that IGCs must assess 
whether the characteristics and net performance 
of all investment strategies (including non-default 
investment strategies) are regularly reviewed by 
the firm, to ensure alignment with the interests of 
scheme members. The FCA states: “[b]eyond this 
minimum requirement, we thought that IGCs should 
determine their own priorities, subject to their terms 
of reference and having regard to the interests of 
workplace personal pension scheme members.”40

We decided not to include the scope of the IGCs’ 
investment review in the scorecards, as all IGCs 
appear to have met the minimum requirements 
mandated by the FCA. However, we were interested 
in looking at:

• how far IGCs had gone beyond this minimum 
requirement; and 

• where they had not, what effect this had had on 
their reporting.

This was for the following reasons:

• Although members who choose a non-default 
fund have made an active choice, they cannot 
be considered as informed consumers who do 
not need the protection of the IGC, given the 
asymmetries of information in this market. We 
felt it was often a positive sign when members 
made active choices and they should not be 
penalised for doing so.  

• While strong investment governance is 
an important aspect of producing good 
performance, it does not guarantee it. We 
believe the IGCs should have sufficient 
information to be able to comment on 
investment strategy and performance,  
providing recommendations for the provider 
and escalating concerns if necessary.
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Findings

• The majority of IGCs (13 of 16) directly 
reviewed the investment performance of the 
default funds within their scope. Six IGCs 
confirmed that they examine investment 
performance for all funds within their scope, 
including non-default funds.41 

• We noted that the three IGCs (Aegon, Old 
Mutual Wealth and Phoenix Life) that only 
looked at investment governance gave vague 
and high-level summaries of investment 
performance.  

• We thought these IGCs did not provide 
sufficient information for scheme members 
to understand how well investments have 
performed. For example, the only information 
reported by Aegon’s IGC on investment 
performance is “Customers can have 
confidence their investment funds are well 
governed with action taken if they are not 
performing well”. Old Mutual Wealth and 
Phoenix Life IGCsgive similarly high-level 
statements.  

Governance and transparency 
of IGC

Why we looked at this

When the FCA consulted on the rules it should 
set for IGCs, it asked how the boards should be 

constituted.  It received some responses that argued 
for:

• All members to be independent of the 
provider. There were concerns that employees 
of the provider may not challenge board 
decisions robustly enough. The FCA rules 
confirm that a majority of IGC members, 
including the chair, must be independent of 
the provider. This means that the provider 
must determine that they are “independent in 
character and judgement” and whether there 
are any relationships or circumstances that 
could affect their judgement. The rules state 
that the member is “unlikely” to be considered 
independent if they have been an employee of 
the provider within the last five years or have 
had a material business relationship with the 
provider within the last three years.42 

• Minimum diversity standards to be 
mandated. The FCA stated that while it was 
supportive of a diversity of members on IGCs, it 
did not intend to make this a requirement in its 
rules.43 

• A requirement for scheme members to be 
represented on the board. The FCA said 
it remained supportive of scheme member 
representatives on the IGC, considering it 
vital that IGCs listen to the actual concerns 
of scheme members. However, it said it did 
not consider it practical to require, in an 
FCA rule, the inclusion of scheme member 
representatives on IGCs.44 

 

We noted that the three IGCs (Aegon, Old Mutual 
and Phoenix Life) that only looked at investment 

governance gave vague and high-level summaries of 
investment performance.

“
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• An open and transparent appointment 
process, to avoid the provider appointing 
members with personal ties or obligations 
to those making the appointments. In 
response the FCA has stated that it believed 
that “an open and transparent recruitment 
process is fundamental to the credibility and 
independence of IGCs. Scheme members must 
have visibility of the process and confidence in 
the appointments”.45

Taking this into account, we considered certain 
aspects of governance and transparency for the 
IGC. We recognise that these factors are not 
comprehensive and other factors may also be 
relevant to ensuring effective governance and 
transparency. We therefore decided not to score 
IGCs on this area, but looked at the overall picture. 

The factors we considered included:

• the proportion of independent members (as 
defined by the FCA) on the committee;  

• whether the committee included a pension 
member or, at least, a member with experience 
of representing consumers’ interests; 

• diversity of gender; 

• how clearly the IGC report described the 
backgrounds and skill sets of IGC members; 
and 

• whether the IGC report describes the process 
undertaken for recruiting IGC members.
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Five of 16 IGCs (Aviva, Royal London, Scottish 
Widows, Standard Life and Zurich) include more 
independent members than required. 

Four of 16 IGCs (Aegon, Prudential, Scottish 
Widows, Zurich) includes an IGC member with 
experience of representing consumer interests.

No IGCs reported on:
 ▶ the financial resources that had been allocated by 
providers for their work
 ▶ the remuneration of IGC members; or
 ▶ whether the funding for these resources had come 
from member pots, or had been allocated by the 
provider.

One of 16 IGCs (Royal London) includes a 
pension scheme member on the committee. 

Only one IGC (Legal & General) gives a full 
description of the process for appointing IGC 
members in the 2017 report. 

16 women sit on IGCs out of a total of 82 
members (or 19.5 per cent).

Only one IGC (Phoenix Life) explained the 
backgrounds and skills of committee members 

using plain language suitable for laypeople.
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IGCs were created to address the challenge of a 
very weak buy-side in workplace pensions. The 
OFT had found that scheme members and their 
employers were ill-equipped to demand value for 
money from pension providers. For this reason, 
providers were not forced to compete with each 
other on the factors that would ultimately provide 
best value for scheme members. Governance at 
contract schemes was found to be insufficiently 
independent to address these problems. As a result, 
scheme members were being routinely overcharged 
for services.

Are IGCs bridging this gap in governance? They 
seem to have achieved tangible successes in 
addressing the most excessive charges. However, 
more than a third of the reports we looked at did not 
state how much providers are now charging. The 
only confirmation we have that workplace pension 
scheme members are no longer paying excessive 
charges is from our own independent research.

Furthermore, the OFT’s definition of value was not 
confined to charges (excessive or otherwise). It 
also addresses the quality of the scheme, including 
investment strategy, scheme administration, 
member communications and governance. We 
feel that good practice and innovation in each 
of these areas is starting to emerge in the IGC 
reports. However, no IGC is consistently reporting 
well across all areas. It is hard to judge their 

Conclusion

It is important for  
IGCs to assure scheme 

members that this is 
not just another case of 

industry assessing industry, 
and that this governance 

gap is truly being filled. 

“

effectiveness in many areas of their reports. 

This lack of clarity in reporting suggests that IGCs 
could generally do more to increase transparency 
and accountability for members. The FCA‘s stated 
policy intention is that the reports should “increase 
transparency and encourage comparison between 
IGCs” and “enable interested scheme members, 
employers and consumer groups to scrutinise an 
IGC’s work”. It is not currently possible to carry out 
a meaningful comparison between providers based 
on the reports published by the IGCs. We feel this 
is partly due to a lack of clarity and certainty offered 
by the FCA in its rules, and we have made some 
recommendations for policymakers below.

Overall, IGCs are all still far from assuring an 
external observer that the interests of members are 
being served ahead of those of the provider. We are 
concerned that IGCs are not wholly independent of 
industry. Each provider is responsible for appointing 
the IGC members and they are eligible for re-
appointment at the end of their first term. Indeed, 
a minority of IGC members (on all IGCs except 
Zurich IGC) are employees of the provider. IGC 
members are required to put their own concerns 
aside and act in the interests of members. However, 
regulatory requirements and good intentions are not 
necessarily sufficient to counter other behavioural 
biases.

Amid a general climate of distrust towards the 
financial services industry, clear and comparable 
reporting is needed to demonstrate transparency 
and build accountability. It is important for IGCs to 
assure scheme members that this is not just another 
case of industry assessing industry, and that this 
governance gap is truly being filled. We hope to 
see IGCs, supported by policymakers, deliver this 
assurance in their future reports.
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Recommendations 

For IGCs
• Produce a full annual account of their work, 

alongside a shorter, more engaging summary 
for members: 

 ▶ The full report should provide sufficient detail 
for an objective reader to understand how far 
their provider is offering scheme members 
value for money, relative to others in the 
market.

 ▶ The member summary should include 
tangible explanations of what key actions 
by the provider in response to IGC requests 
would mean in real terms for an average 
scheme member. 

• Demonstrate that they have assessed the 
market competiveness of their providers’ 
offerings on (as a minimum): 

 ▶ investment performance; and
 ▶ management charges and costs of 
investment. 

• Consider and report on the value effective 
member communications can have in terms 
of improving outcomes, particularly in raising 
engagement levels.  

• Report on the process used to recruit the IGC 
members in each annual report. 

• Describe the skills and qualifications of its 
members in accessible language suitable for 
laypeople. 

• Improve identity diversity by implementing a 
policy such as the requirement in the Code of 
the Dutch Pension Funds,46 that each body 
must include at least one man and one woman, 
one person under and one person older than 
40 years old. We believe this makes sense for 
bodies whose function is to represent a broad 
membership.

For policymakers
• Work with IGCs to review their definitions 

of value for money and ensure they are 
appropriate. Issue best practice guidance 
and case studies on how to assess value 
for money. The widely varied standards of 
assessment and reporting demonstrated by 
IGCs show that a more standardised approach 
is required. The FCA should keep this under 
review with the possibility of making stronger 
rules to deal with value for money. 

• Issue further guidance on reporting costs and 
charges. This could include a checklist of 
relevant charges and costs, to be published 
by the FCA’s institutional disclosure working 
group. 

• Write to IGC chairs to confirm that IGCs should 
directly review and report on the investment 
strategy and performance of default funds 
offered by the provider, and directly review non-
default funds on a comply-or-explain basis. 

• Accept Recommendations 3, 4 and 5 in the 
Law Commission’s 2017 report Pension 
Funds and Social Investment.47 These would 
require IGCs to report on providers’ policies in 
relation to long-term risks, ethical concerns and 
stewardship and the FCA to issue guidance for 
contract-based providers on long-term risks. 

• Encourage greater diversity on IGCs, with 
a voice for scheme members. This could be 
achieved by working with an organisation such 
as the Association for Member-Nominated 
Trustees to produce guidance on how IGC 
chairs can arrange for a proportion of IGC 
members to be elected or appointed by 
employers and scheme members. This would 
bring governance standards in contract-based 
schemes in line with those of trust-based 
schemes. 

• Consider the appropriateness of IGC members 
serving multiple terms if they are appointed by 
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the provider, rather than being elected. Work 
with IGCs to address any issues that may 
restrict pools for prospective members. We are 
concerned that in some cases the desire to be 
reappointed could limit motivations to challenge 
the provider. 

• Undertake a review of IGC reports by 2019 at 
the latest. 

• If the FCA takes these actions and there are no 
improvements to IGC reporting, the FCA should 
prepare to change its rulebook.

For workplace pension 
providers

• Invite all members to an AGM and give them 
the opportunity to question the IGC and senior 
executives of the provider. The existence of 
such an annual forum would help build much-
needed trust and confidence, even among 
members who do not attend. AGMs should be 
webcast and members attending over the web 
should be allowed to ask questions. 

• Ensure that contact details for the IGC, or a 
named member of it, are clearly displayed 
on the provider’s website and distributed to 
members with their welcome packs and annual 
benefit statements, so that the members 
know where to direct their concerns about 
scheme value for money and investment 
policy. Conduct regular checks and tests of the 
relevant mailbox.
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Appendix 1: Sample Scorecard
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Question Max. score
Value for money (VfM)

1. Definition of VfM and report on provider's performance 

a. The IGC report defines VfM and gives a comprehensive account of the provider’s 
performance on each element of VfM.  
‘Comprehensive’ includes, for example, a clear framework defining VfM, clear criteria for 
assessment of each element, a detailed assessment of the provider’s performance against 
these criteria, a rating system indicating the provider’s performance.

3

b. The IGC report defines VfM and gives a general account of the provider’s performance  on 
each element of VfM. 
This includes the majority of the above information but fails to address one or more elements.

2

c. The IGC report defines VfM and gives a limited account of the provider’s performance on 
each element of VfM. 
This includes some limited information on one or more of the above elements.

1

d. The IGC report does not define VfM and/or gives no account of the provider’s performance 
on each element of VfM. 
This may include high-level statements with no detail such as “The IGC is satisfied that 
members are receiving VfM.”

0

2. Does the IGC challenge the provider to take further action for improvement against each 
element of the VfM framework (where issues have been identified)?

a. Yes 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. The IGC report gives a comprehensive account of the design and performance of 
investment strategies.
‘Comprehensive’ includes a detailed report on, for example, the following elements: the 
provider’s investment governance processes, the suitability of investment strategy design and 
quantitative data on investment performance, a clear analysis of market competitiveness.

3

b. The IGC report gives a general account of the design and performance of investment 
strategies.
This includes the majority of the above information but fails to address one or more elements.

2

c. The IGC report gives a limited account of the design and performance of investment 
strategies.
This includes some limited information on one or more of the above elements.

1

d. The IGC report gives no account of the design and performance of investment strategies.
This may include high-level statements with no detail such as “The IGC is satisfied that 
members are receiving VfM with regard to investment performance.”

0
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Management charges and investment costs

4. Report on management charges and investment costs
a. The IGC report gives a comprehensive account of management charges and investment 
costs.
‘Comprehensive’ includes a detailed report on, for example, the following elements: annual 
management charge, exit charges, implicit and explicit transaction costs and any other 
relevant charges (such as advisor commission), a clear analysis of market competitiveness.

3

b. The IGC report gives a general account of management charges and investment costs.
This includes the majority of the above information but fails to address one or more elements. 2

c. The IGC report gives a limited account of management charges and investment costs.
This includes some limited information on one or more of the above elements. 1

d. The IGC report gives no account of management charges and investment costs.
This may include high-level statements with no detail such as “The IGC is satisfied that 
members are receiving VfM with regard to investment charges.”

0

Member communication and engagement

5. Report on member communications and engage
a. The IGC gives a comprehensive account of provider communication and engagement 
mechanisms, and their value to members. 
‘Comprehensive’ includes a detailed report on, for example, the following elements: key areas 
for assessing quality of member communication and engagement, steps taken to assess and 
improve member communications and engagement levels, an assessment of current member 
engagement level, an analysis of the value of member communications in terms of improving 
member outcomes.

3

b. The IGC gives a general account of provider communication and engagement 
mechanisms, and their value to members 
This includes the majority of the above information but fails to address one or more elements.

2

c. The IGC gives a limited account of provider communication and engagement mechanisms, 
and their value to members. 
This includes a limited review of one or more of the above elements.

1

d. The IGC gives no account of provider communication and engagement mechanisms, and 
their value to members.
This may include high-level statements with no detail such as “The IGC is satisfied that 
members are receiving VfM with regard to member communications.”

0
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Member service and administration

6. Report on member service and administration
a. The IGC gives a comprehensive account of member service and administration and their 
value to members.  
'Comprehensive' includes a detailed report on, for example, the following elements: key 
areas for assessing quality of member service and administration, steps taken to assess and 
improve service levels, quantitative data on service levels.

3

b. The IGC gives a general account of member service and administration and their value to 
members.  
This includes the majority of the above information but fails to address one or more elements.

2

c. The IGC report gives a limited account of member service and administration and their 
value to members.  
This includes a limited report on one or more of the above elements.

1

d. The IGC has not given an account of member service and administration.  
This may include high-level statements with no detail such as "The IGC is satisfied that 
members are receiving VfM with regard to member service and administration.”

0

Long-termism and environmental, social and governance (ESG) factors

7. Report on long-term investment factors, including environmental, social and 
governance (ESG)

a. The IGC report gives a comprehensive account of the provider’s approach to assessing 
and managing long-term investment risks and opportunities, such as ESG.  
'Comprehensive' includes a detailed report on, for example, the following elements: the 
importance of long-term factors such as ESG, an assessment of how the provider has taken 
them into account, a report on how this is done.

3

b. The IGC report gives a general account of the scheme’s approach to assessing and 
managing long-term investment risks and opportunities, such as ESG.  
This includes the majority of the above information but fails to address one or more elements.

2

c. The IGC report gives a limited account of the scheme’s approach to assessing and 
managing long-term investment risks and opportunities, such as ESG.  
This includes a limited report on one or more of the above elements.

1

d. The IGC gives no account of the scheme’s approach to assessing and managing long-term 
investment risks and opportunities, such as ESG.  
This may include high-level statements with no detail such as "The IGC is satisfied that 
members are receiving VfM with regard to long-term factors such as ESG."

0

Core questions 19

Bonus points 
We have awarded bonus points for examples of innovation in reporting where we felt they should be 
recognised but it was unfeasible to do so within our scoring framework.

Total 19
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Appendix 2: IGC Scorecards



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider's performance
a. Comprehensive account 3

b. General account 2

c. Limited account 1 1

d. No account 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account 3

b. General account 2 2

c. Limited account 1

d. No account 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account 3

b. General account 2 2

c. Limited account 1

d. No account 0

Abbey Life IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account 3

b. General account 2

c. Limited account 1 1

d. No account 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account 3

b. General account 2

c. Limited account 1 1

d. No account 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account 3

b. General account 2

c. Limited account 1 1

d. No account 0

Core questions 19 9

Bonus points 0

Total 19 9



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Aegon IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 9

Bonus points 0

Total 9



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3 3
b. General account. 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Aviva IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Core questions 19 15

Bonus points48 1

Total 16



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2 2
c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

B&CE IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 11

Bonus points 0

Total 11



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

BlackRock IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 6

Bonus points 0

Total 6



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1

b. No 0 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Fidelity IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Core questions 19 8

Bonus points 0

Total 8



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Legal & General IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Core questions 19 14

Bonus points49 1

Total 15



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Old Mutual Wealth IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 6

Bonus points 0

Total 6



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Phoenix Life IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2 2
c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 9

Bonus points 0

Total 9



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Prudential IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Core questions 19 10

Bonus points50 1

Total 11



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

ReAssure IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 7

Bonus points 0

Total 7



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Royal London IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 11

Bonus points51 1

Total 12



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Scottish Widows IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2 2
c. Limited account. 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 13

Bonus points 0

Total 13



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Standard Life IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 14

Bonus points52 1

Total 15



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1

b. No 0 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3 3

b. General account. 2

c. Limited account. 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Virgin IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 7

Bonus points53 1

Total 8



Question Max. score Score
Value for money (VfM)

1. Definition of VfM and report on provider’s performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0
 

2. Does the IGC challenge the provider to take further action for 
improvement against each element of the VfM framework (where 
issues have been identified)?

a. Yes 1 1

b. No 0

Investment strategy and performance

3. Report on investment strategy and performance
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Management charges and investment costs

4. Report on management charges and investment costs
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Zurich IGC Scorecard

Question Max. score Score
Member communication and engagement

5. Report on member communications and engagement
a. Comprehensive account. 3

b. General account. 2 2

c. Limited account. 1

d. No account. 0

Member service and administration

6. Report on member service and administration
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1 1

d. No account. 0

Long-termism and environmental, social and governance (ESG) 
factors

7. Report on long-term investment factors, including ESG
a. Comprehensive account. 3

b. General account. 2

c. Limited account. 1

d. No account. 0 0

Core questions 19 7

Bonus points54 1

Total 8
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Appendix 3: Glossary
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Annual management 
charge (AMC)

A fee charged every year by the pension provider, intended to cover 
the costs of running the fund.

Automatic enrolment 
(auto-enrolment)

A legislative requirement for employers to enrol their employees into a 
pension scheme if they are aged between 22 and State Pension age, 
earn more than £9,440 a year and work in the UK.

Contract-based 
schemes

In a contract-based scheme an employer appoints a pension pro-
vider, often an insurance company, to run the scheme. The scheme 
members sign an individual contract with this provider. These are also 
known as workplace personal pension schemes.

Default fund
A scheme member’s pension contributions are automatically paid into 
a ‘default fund’ unless the employee makes an active decision to opt
for another fund offered by their pension scheme.

Deferred member 
A member of a pension scheme who is no longer making regular 
contributions into their scheme (often because they have changed their 
employer) but has not yet received their pension benefits. 

Defined Contribution

A defined contribution scheme’s benefits are based on how much 
the member and employer pay into the scheme, together with the 
performance of the investments made with that money. This contrasts 
with defined benefit schemes, where a set retirement income is 
guaranteed by the employer.

ESG Environmental, social and corporate governance.

Independent 
Governance 
Committee

From 2015, the FCA has required providers of workplace personal 
pension schemes to set up and maintain independent governance 
committees (IGCs). IGCs are required to act in the interests of relevant 
scheme members by challenging firms on the value for money of work-
place personal pension schemes.

Investment strategy
A set of rules designed to guide an investor’s decisions in the selec-
tion, non-selection, retention and realisation of assets in its investment 
portfolio.

Master trust
A multi-employer pension scheme where each employer has its own 
division within the master trust arrangement. There is one legal trust 
and, therefore, one trustee board.
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Non-default fund
When a scheme member has made an active choice to opt for a 
particular fund offered by their pension scheme, the fund they choose 
is sometimes referred to as a ‘non-default fund’.

Transaction costs
Transaction costs are incurred when an investor buys or sells assets 
in its portfolio. These may include taxes, commissions and the costs of 
borrowing or lending securities.

Workplace personal 
pension

In a workplace personal pension scheme, an employer appoints a 
pension provider, often an insurance company, to run the scheme. The 
scheme members sign an individual contract with this provider. These 
are also known as contract-based schemes.
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