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Scottish Widows Independent Governance Committee

STATEMENT FROM THE CHAIRMAN

The Scottish Widows Independent Governance Committee (IGC) was originally set up in May 2014, 
in accordance with a voluntary agreement between the pensions industry and the Government. The 
Government went on to formalise the role of the IGC with effect from April 2015.

The IGC Members
In the early part of 2015, I worked with Scottish Widows, supported by an independent recruitment firm,  
to identify and appoint the remaining independent Committee members: 

• Tilly Ross, who is a Board Member at The Pensions Regulator and has extensive experience in 
pension and investment oversight; 

• Mark Stewart, who has an extensive background in pensions consultancy with a particular focus  
on defined contribution arrangements; and 

• John Howard, a long-time consumer champion and former Chairman of the Financial Services 
Consumer Panel and former Board Member at the Financial Ombudsman Service.

Joining these independent Committee members are two senior members of the management team at 
Scottish Widows, Ronnie Taylor who is Pensions and Investments Director and Iain McGowan who is 
Head of Fund Development and Analysis. It was critical that the IGC had members who had expertise in 
the products and procedures operated by Scottish Widows, so that we could move quickly to identify key 
actions to improve value for money for customers with workplace pension contracts.

The IGC’s role
The Government has tasked the IGC to scrutinise the performance of Scottish Widows and to make 
recommendations to the Scottish Widows Board if we feel that there are areas, or groups of customers, 
who are getting poor value for money. In particular, we were keen to examine: the level and variation 
in types of charges; the design and performance of the investment options available; the efficient and 
accurate processing of core financial transactions; and to ensure Scottish Widows was giving sufficient 
support and information to their customers to help them understand their pension contracts and to make 
informed decisions about their retirement benefits.
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Scottish Widows is a very large and long-established pension provider. Scottish Widows is now also 
responsible for pension products previously sold by Clerical Medical. In looking at their products, 
it became clear to the IGC that we needed to consider separately older products (generally those 
established before 2001), which tended to be more complex in structure, and newer products which were 
much simpler. The older products are often referred to in the pensions industry as “legacy products”.

The Government now requires employers to put in place a pension scheme for their employees and to 
automatically enrol workers into that pension scheme. Employers must put in place a pension scheme 
which meets a range of quality standards which the Government refers to as a ‘Qualifying Scheme’. 
One of those standards is that customers invested in the default fund* should not experience charges 
greater than 0.75% of their pension assets each year. I am pleased to confirm that Scottish Widows was 
successful in implementing this charge cap for customers by the required date and that a subsequent 
audit confirmed that this was done correctly.

*Employers are required to select a default fund for their pension scheme. When an employee is 
automatically enrolled, their payments will be invested in the default fund unless they advise otherwise.

Charges applying to legacy products
However, we did feel it necessary to raise concerns we had in relation to charges paid by customers who 
were saving through older legacy products. We were concerned that the complex nature of charges in 
these older products meant that some customers could be paying quite high charges at certain points in 
time and in certain circumstances. We were able to agree with Scottish Widows that in future the ‘peaks’ 
in these product charges be capped at 1.0% of a customer’s fund in any given year, which will serve to 
reduce the average charge over the remainder of the term of the contract to a level below 1.0%.

We were also concerned that customers in older products who wished to transfer to more modern 
products might be discouraged to do so by the “exit charges” – charges which some customers are 
required to pay if they want to transfer their pension fund before their retirement age. We were able to 
agree with Scottish Widows that all such exit charges will be removed from these products.

Scottish Widows has now prepared a plan to implement both of these changes to charges by the end of 
2016 for 98% of customers, with the remaining more complex cases addressed by June 2017. This is a 
more ambitious timetable than was originally proposed and we are comfortable that we have challenged 
Scottish Widows to make these changes as quickly as possible for the majority of customers without 
introducing any unnecessary risks to the delivery of these changes.

Although these positive changes that customers will benefit from are to be welcomed, the risks involved 
in making such significant changes to computer systems at a time when Scottish Widows, along with 
other pension providers, is making many significant changes as a result of other Government initiatives 
to improve pension coverage and freedoms, cannot be under-estimated. We will, therefore, be monitoring 
progress closely.

Investment options and customer service
During the past year we have also examined the way in which Scottish Widows designs the investment 
options available to customers, how they perform and what governance is in place to ensure that the 
options remain appropriate over time, including the impact of the Government’s ‘Freedom and Choice’ 
initiatives. The IGC is broadly comfortable with the way in which the default investment strategies are 
managed, however, it is our firm belief that customers will benefit most from good products and good 
investment strategies when they feel they understand how their pension savings operate and feel 
engaged and able to make informed decisions. At this point the IGC feels that more needs to be done by 
Scottish Widows, and the pensions industry in general, to engage with its customers more effectively, both 
directly and through their employers, and this will be an important area of our focus in the coming years.

In response to concerns raised by the IGC, Scottish Widows developed proposals to build a new digital 
service for customers and for their employers to greatly improve the level of engagement between 
Scottish Widows and its customers. I am pleased that Scottish Widows has earmarked £50m for these 
developments and the IGC is encouraged by the early work which we have seen. The IGC will continue to 
monitor delivery through 2016 and 2017.



3

Scottish Widows Independent Governance Committee

We also examined the way in which Scottish Widows administers important financial transactions on 
behalf of customers, including the collection of new money, investing money in funds, switching money 
between funds and getting money to customers when they want to take it out. As outlined later in this 
report, we observed some delays in executing key transactions during the year and, as a result, agreed a 
recovery plan with Scottish Widows, and we are pleased to report that service levels are now in line with 
published service standards.

Although the IGC has carefully scrutinised the various elements of Scottish Widows’ pension products, 
it is also important that we are able to take into account the views of customers. The IGC has agreed 
with Scottish Widows a new programme of customer research which will be conducted annually with the 
first set of results expected in the first half of this year. As a result of this research, in future years when 
the IGC considers the question of ‘value for money’, we will be better able to incorporate the views of 
Scottish Widows customers.

Conclusion
In conclusion, we believe that Scottish Widows offers reasonable value for money relative to the market 
at this time and is making what we believe are sensible efforts to continue to improve value for money 
in the future. However, there are areas where Scottish Widows and the industry as a whole can improve 
and we will continue to monitor and challenge where appropriate. 

Our priorities for the coming year will include overseeing the implementation of the various improvements 
to which Scottish Widows has already committed and also in responding to any concerns which emerge 
from the new programme of customer research.

Further detail is included in the annual statement which follows on page 5.

If you have any comments, questions or concerns in relation to the work of the Scottish Widows IGC, 
please contact us at mailbox.contacttheigc@scottishwidows.co.uk

Babloo Ramamurthy,  
Independent Chairman, Scottish Widows IGC

31 March 2016



4

Scottish Widows Independent Governance Committee

SCOTTISH WIDOWS’ IGC MEMBERS

Babloo Ramamurthy, Independent IGC Chair
Babloo has an extensive 
background in pensions, and is 
currently the Chairman of RPMI, 
the financial services company 
delivering investment and 
pensions administration services 
to the Railways Pension Scheme, 

together with a wide range of other clients, and also 
is chairman of B&CE group, who operate The 
People’s Pension. Babloo gained an extensive and 
diverse international experience and perspective in 
the consultancy field after nearly 35 years with Towers 
Watson, where he headed the EMEA Region and was 
on the firm’s Global Executive Committee.

John Howard, Independent IGC Member 
John is a consumer champion 
and an expert in consumer 
affairs. John originally qualified 
as a solicitor but moved into 
broadcasting becoming best 
known as the principal presenter 
for 14 years of the daily BBC 

Radio 4 programme “You and Yours”. 

John was Chairman of the Financial Services 
Consumer Panel and a Board Member of the Financial 
Ombudsman Service and also the energy regulator 
Ofgem. He is currently an independent member of the 
Lloyds Banking Group With Profits Committee.

John holds a number of external positions including: 

• Vice Chair of National Counties Building Society 

• Trustee of the Thalidomide Trust 

• Director of Consumer-Insights

Mark Stewart, Independent IGC Member
Mark has developed extensive 
experience of the UK Pensions 
Market, over a 28 year career, 
primarily with Towers Watson. 
Mark has a strong understanding 
of the developing regulatory 
agenda on workplace savings and 

has extensive experience of advising a wide range of 
pension scheme clients over the course of his career.

Tilly Ross, Independent IGC Member
Tilly is a Fellow of the Institute & 
Faculty of Actuaries. 

Tilly brings over 35 years of 
experience gained in pensions 
and investments with National 
Grid plc as Global Head of 

Pensions and previously in actuarial consultancy. 
Tilly’s other non-executive roles include Board Member 
of the Pensions Regulator.

Ronnie Taylor, IGC Member
Ronnie is the Pensions and 
Investments Director of  
Scottish Widows.

Ronnie has extensive financial 
services experience. Previous 
roles include Workplace 

Managing Director at Standard Life with responsibility 
for all proposition development, marketing and 
distribution for the UK corporate pensions business 
and CEO of Vebnet and their flexible benefits 
business. 

Iain McGowan, IGC Member
Iain is Head of Fund Development 
& Analysis at Lloyds Banking 
Group, with responsibility for 
management and governance of 
the Scottish Widows fund range, 
including funds available to group 
pension schemes.

Iain joined Scottish Widows in 1999 and has over 
20 years of industry experience. He previously held 
distribution and proposition roles across the product 
range, including group pensions. Iain is an Actuary  
by profession.
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SCOTTISH WIDOWS INDEPENDENT 
GOVERNANCE COMMITTEE (‘IGC’)

STATEMENT FROM THE IGC FOR THE YEAR ENDING 31 MARCH 2016

1. WHAT IS THE IGC?
The IGC was established in May 2014 in accordance 
with a voluntary framework agreed between The 
Office of Fair Trading, The Department for Work and 
Pensions and the Association of British Insurers. 
The IGC was reconstituted in April 2015 to reflect 
subsequent regulations set out by the Financial 
Conduct Authority (FCA).

The IGC is an independent body of experts and has 
been established under rules set out by the FCA to 
promote the best interests of customers and to ensure 
that they are getting value for money through their 
workplace pension contracts.

A copy of the full Terms of Reference can be 
found at www.scottishwidows.co.uk/igc

The IGC oversees all contract-based workplace 
pensions (i.e. group personal pensions and group 
stakeholder pensions) operated by Scottish Widows. 
This includes customers who are currently contributing 
to their pension and also customers who have stopped 
contributing, but whose pension assets are still 
managed by Scottish Widows.

Scottish Widows is now also responsible for managing 
policies previously sold by Clerical Medical and the 
IGC therefore also oversees those group pension 
policies.

The remit of the IGC does not include:

• Trust-based schemes, where the Trustees of those 
schemes fulfil a similar duty to the IGC.

• Personal pensions purchased by individuals for 
their personal use.

• Products used by customers to provide either a 
regular retirement income, known as annuities, or 
income drawdown products. 

2. WHO ARE THE MEMBERS OF 
THE IGC?

The FCA requires that the IGC consists of at least 
five members, the majority of whom are independent, 
including the Chairman. The IGC Chairman is 
required to ensure that the IGC has access to 
the necessary expertise and to secure additional 
specialist expertise, whenever this is required.

The Scottish Widows IGC is chaired by Babloo 
Ramamurthy, supported by three further independent 
members, Tilly Ross, Mark Stewart and John Howard. 
Ronnie Taylor and Iain McGowan from Scottish Widows 
make up the remainder of the IGC. The inclusion of 
two members of the Scottish Widows management 
team brings considerable subject matter expertise to 
the Committee and ensures the right resources can 
be accessed quickly to support the IGC’s work. More 
information about the members of the IGC can be 
found on page 4.

The members of the IGC bring a wealth of experience 
at senior levels across the industry, including pension 
scheme trusteeship, typical pensions practice, 
investment oversight, the work of the Financial 
Ombudsman Service and the Pensions Regulator, 
together with in-depth knowledge of Scottish Widows’ 
products.
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3. WHAT DOES THE IGC DO?
The IGC’s primary role is to scrutinise the workplace 
pension products provided by Scottish Widows and 
to assess whether customers are getting value for 
money, i.e. the extent to which the services, benefits 
and safeguards put in place by Scottish Widows 
represent good value to customers relative to their 
cost. A brief summary of the IGC’s purpose, along with 
a copy of the Terms of Reference, can be found at 
www.scottishwidows.co.uk/igc

In particular, in its first year, the IGC has assessed 
value for money by reviewing:

• Whether default investment options are 
appropriate and have been designed in the best 
interests of customers, with a clear statement of 
aims and objectives.

• Whether default investment options are performing 
in the way they were designed to.

• The governance process for the default investment 
strategies to identify on an ongoing basis changes 
that could be made, where necessary, or where 
opportunities arise, that might benefit customers.

• Important administration functions (i.e. collecting 
contributions, switching between investment 
funds, giving customers their money back to invest 
elsewhere or to draw benefits) to ensure that these 
are processed promptly and accurately.

• The level of support Scottish Widows provides to 
its customers and whether it is sufficient to enable 
them to understand their pension product and 
to make informed decisions to help them plan 
appropriately for their retirement.

• Whether the level of charges is appropriate.

Outside of formal Committee meetings the members 
of the IGC have spent time in the Customer Contact 
Centre listening in to customer conversations and 
have been out to meet with employers and financial 
advisers to hear their views. There have also been 
regular meetings with independent members of other 
IGCs to share experiences and help support the 
establishment of IGC best practice.

4. WHICH SCOTTISH WIDOWS 
PRODUCTS ARE COVERED BY 
THE IGC?

Scottish Widows is a long established pension 
provider managing a range of different products which 
customers have bought over a number of years.

The products overseen by the IGC are group pensions 
arranged by an employer for their employees, where 
each member has their own individual contract with 
Scottish Widows and their own personal pension 
account (or ‘pot’) over which they have control. 
These products differ from occupational pension 
plans established by employers under a trust–based 
arrangement, where members have no direct 
relationship with the pension provider. 

Older products tend to be more complex, as was 
common across the pensions industry prior to 2001. 
These older, legacy products often have more complex 
charging structures, but can also contain valuable 
benefits which are no longer available today.

Most modern products are typically much simpler, 
with a single charge expressed as a percentage of 
the customer’s fund, which is deducted annually. This 
is known as an Annual Management Charge (AMC). 
Also, they tend to have a more extensive range of 
investment options and more services available to 
customers on-line.

Appendix 1 lists the Scottish Widows and Clerical 
Medical products which fall into each category.
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5. HOW HAS THE IGC ASSESSED VALUE FOR MONEY?
The following sections explain some of the work the IGC has done in assessing value for money for customers.

5.1 Charges
When considering charges, the IGC looked at the two groups of pension products separately.

Modern products
Scottish Widows has made its post-2001 products 
available to employers as a ‘Qualifying Scheme’ for 
‘Auto Enrolment’ purposes. (The Government now 
requires employers to put in place a pension scheme 
for their employees and to automatically enrol workers 
into that pension scheme. Employers must put in 
place a pension scheme which meets a range of 
quality standards which the Government refers to as a 
‘Qualifying Scheme’.)

The Government required that all Qualifying Schemes 
should be subject to an annual charge cap on the 
AMC of 0.75% with effect from April 2015 (or the 
subsequent date from when the employer was 
required to set up such an arrangement, called their 
staging date, if it was after that date). This cap applies 
to the pension product investing in the default fund 
selected on behalf of a workforce by their employer. 
Other more sophisticated funds, carrying a higher 
charge can be selected by individual employees who 
wish to use them.

Scottish Widows elected to cap charges at 0.75% for 
all schemes being used for Auto Enrolment, or which 
might be used for Auto Enrolment, from April 2015 
thereby introducing the new lower charges early for 
schemes with staging dates in 2016 and beyond.

The Government has also required that a charging 
structure known as ‘Active Member Discount’ 
be withdrawn no later than April 2016 and that 
commissions to financial advisers should no longer be 
paid from that point.

The IGC can confirm that the charge cap was 
introduced successfully in 2015 and is working 
closely with Scottish Widows to ensure that the April 
2016 changes are also implemented successfully.

The IGC has compared the charges applied by 
Scottish Widows to those published in a survey 
by the Department for Work and Pensions (DWP) 
last year and have concluded that charges are 
consistent with industry averages. 

Older products
The same survey from the DWP showed that charges for schemes not being used by employers for Auto Enrolment 
(known as Non-Qualifying Schemes), typically older products, ranged from 0.70% to 0.93%.

Whilst the IGC was comfortable that the average charges at Scottish Widows for their legacy pension products were 
consistent with the results of the DWP survey, the IGC expressed four areas of concern:

Area of concern Scottish Widows response

The complex nature of the older charging structures 
means that some customers could be paying significantly 
more than the average at certain points in time or in 
certain circumstances.

Since charges can vary from year to year, Scottish Widows 
has agreed to cap charges at 1.0% each year over the 
remaining life of their policy. This will serve to reduce the 
average level of charge to below 1.0% over the rest of the 
policy term in many cases.* 

Customers may be unaware that there are more modern 
products available with simpler charging structures at a 
potentially lower cost, although these modern products 
may not have some of the benefits associated with older 
products.

Scottish Widows has agreed to communicate with customers 
with older products, bringing to their attention the availability 
of more modern products, whilst reminding customers of the 
value of some of the benefits only available in those older 
products.

In the event that a customer wants to switch to another 
product (or to another provider), we were concerned that 
exit penalties could act as a barrier to switching.

Scottish Widows has agreed to remove all exit penalties in 
their entirety. 

Those customers who had previously participated in a 
group personal pension and switched to an individual 
personal pension when they left their employer, would not 
benefit from the changes until later.

Scottish Widows has re-planned the delivery of the changes 
so that customers who have switched from a group personal 
pension to an individual personal pension when they 
left their employer, will now benefit at the same time as 
members remaining in group personal pensions. 

Scottish Widows has agreed to make these changes by the end of 2016 for 98% of legacy product customers with 
the remainder of customers being addressed by the middle of 2017.
*Scottish Widows’ products include a core range of funds, the cost of which is included in the product charge. Customers can also select more 
sophisticated investment options at an additional level of charge. Additional charges will continue to apply in respect of those funds.
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5.2 Investment fund default options
Scottish Widows makes available to customers three 
default investment options which they call Pension 
Investment Approaches (PIAs). These default 
options are designed to use a mixture of equities and 
bonds during the growth phase to achieve higher 
returns and then to gradually de-risk a customer’s 
investments into a less volatile mix of assets, 
including cash, as they approach retirement. These 
PIA options are particularly important to the IGC 
because currently the vast majority of customers use 
one of these default strategies so it is important that 
these funds are well designed and well governed.

There are three PIA options available called: ‘Cautious’, 
‘Balanced’ and ‘Adventurous’, reflecting the level of risk 
during the growth phase. Employers typically select 
one of these options as their default, but members can 
select an alternative option, if they prefer.

Having reviewed the performance of these PIA 
options, the IGC believes that they are operating in 
line with their design and that the performance of the 
component parts are in line with industry benchmarks 
for these asset classes.

The IGC was concerned about the return from  
‘cash’ investments after deducting charges 
because of the effect of current very low interest 
rates. Scottish Widows was challenged to find an 
alternative solution which delivered better returns. 
The IGC can confirm that Scottish Widows developed 
and launched a new fund in 2015, as an additional 
option, based on cash instruments, that was 
designed to deliver a higher level of return, for those 
seeking a low risk option.

Scottish Widows has informed us that they do not 
use an in-house fund manager or receive income 
from fund managers in relation to the selection of 
funds and that the objective behind their charging 
structure is to align more closely their commercial 
interests with those of their customers.

The IGC has reviewed the annual governance 
process which Scottish Widows applies to the default 
investment options offered. Scottish Widows use an 
independent firm called Moody’s to provide an expert 
assessment of investment conditions for the next 12 
months and overlay this with in-house expertise to 
determine the best mix of investments for customers 
over the coming period. 

Overall, the IGC is comfortable that  
Scottish Widows has designed investment 
options which are appropriate for its customers, 
has aligned its own interests with those of 
its customers through its charging structure, 
and has responded positively to the challenge 
made by the IGC in relation to returns presently 
available from cash investments.

Adviser governed approaches
The IGC has noted that Scottish Widows’ current 
product range allows employers to appoint  
Scottish Widows as a product manager but to engage 
a separate expert adviser to design and monitor 
the investment strategy for their workforce. These 
investment strategies can only make use of the funds 
(building blocks) which Scottish Widows has available 
within its pension product.

In these cases, Scottish Widows oversees the 
performance of the building blocks, but does not 
oversee the overall investment strategy which has been 
agreed between the employer and their own adviser.

Transaction charges
Unlike the Annual Management Charge (AMC), a 
product charge which the customer can see, there are 
some other costs in relation to the investments, for 
example, stamp duty payable to the Government when 
a fund trades in equities, or maintenance costs when 
a fund holds a commercial property, which are less 
visible. These costs are borne by the fund and the level 
of these charges has a direct impact on the growth of 
the fund.

Scottish Widows currently receives only very limited 
information in relation to these transaction charges. 
However, both the IGC and Scottish Widows would 
like to see much more detail than fund managers 
are currently able to make available. This is a much 
wider issue being considered by UK and European 
regulators. Scottish Widows is working actively through 
a number of industry initiatives which it is hoped will 
drive a greater level of visibility of these charges, so 
that all investment-related charges may be scrutinised 
in more detail on behalf of their customers. 

The IGC recognises that Scottish Widows is 
playing an active part in these initiatives and 
supports the need for better disclosure of this type 
of information, and we will report further on this 
in the future as greater disclosure of such costs 
becomes available.
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Other investment options
Scottish Widows also makes available to individual 
employees a wide range of investment funds should 
they choose to become more actively involved in 
constructing their own investment portfolio for their 
pension account. This is normally done in conjunction 
with a personal financial adviser.

At present there are 127 funds available, across 28 
sectors, from 13 selected external fund managers. 
Scottish Widows receives no income or any other 
financial incentive from any of these fund managers*. 

The following link provides further information on all 
the investment options available to customers:  
www.scottishwidows.co.uk/corporate/about_our_
services/investment_options.html

Scottish Widows operates a governance 
framework in respect of these funds. The IGC will 
examine the governance process for these funds 
during 2016 and 2017.

*Lloyds Banking Group (Scottish Widows’ parent) retains a 10% 
stake in Aberdeen Asset Management as part of the divestment of 
the former ‘Scottish Widows Investment Partnership’ to Aberdeen 
Asset Management in March of 2014.

5.3 Engaging with customers
Helping customers understand their pension, and how 
to get the best from it, is an important part of helping 
customers effectively manage their journey towards 
retirement. The pensions industry as a whole has not 
been successful in engaging customers effectively and 
the IGC believes that Scottish Widows, in common 
with other providers, needs to do more to educate, 
support and engage its customers.

The IGC reviewed the communication materials 
and support which are currently in place. This 
included spending some time in the Edinburgh 
service centre. The IGC concluded that further 
improvements could be made. In particular, the IGC 
suggested making greater use of technology and 
making all communication material more intuitive.

The IGC is pleased to report that Scottish Widows 
took on board these concerns and has commenced 
the development of a new digital communications 
hub for customers, supported by more intuitive 
material which will also be available in paper format 
for customers who prefer this.

The IGC was encouraged by the quality and 
nature of the support which was introduced 
for customers in April 2015, specifically to help 
customers understand the new pension freedoms 
which the Government had introduced. The IGC 
is pleased to confirm that Scottish Widows has 
earmarked substantial funds to develop a wider 
digital communication platform for employees, with 
enhanced supporting material for their employers, 
to help customers engage more effectively with 
their pensions throughout the lifetime of the plan. 
Work has already commenced and the IGC will be 
monitoring closely the delivery of the new services 
in 2016 and 2017.
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5.4 Administration of core financial 
transactions

Scottish Widows provides customers with a range of 
administrative services and support. Most critical to 
customers are the core financial transactions and the 
IGC has examined these during 2015. In particular, 
the timely and accurate:

• collection and allocation of new contributions.

• completion of fund switches.

• payment of claims (where customers wish to take 
money out of their pension or transfer money to 
another provider).

Contribution collection
Leading into 2015, the IGC observed that  
Scottish Widows had experienced administrative 
challenges and delays in relation to the timely 
collection of contributions from employers. This 
followed a period of significant industry change as 
new rules introduced by the Government, in relation to 
Auto Enrolment, made this process more complex for 
Scottish Widows and its clients.

Scottish Widows shared their recovery plans with 
the IGC and the IGC has observed significant 
improvements in service standards over the course 
of the past year, which has also been reflected in 
the marked reduction of complaints from customers 
in this regard. 

Claims
In 2014 the Chancellor introduced new pension 
freedoms which came into effect from April 2015. This 
created a significant spike in demand from customers 
wishing to take some or all of their money out and the 
IGC observed that Scottish Widows was unable to 
execute all transactions within their published service 
standard of 5 days.

The challenge was industry wide. A survey conducted for 
HM Treasury and published in February 2016 showed 
that the average settlement timescale in occupational 
schemes was 39 days and for group personal pensions 
was 16 days. Scottish Widows shared their recovery 
plan with the IGC last summer and we have continued to 
monitor progress. Scottish Widows is now (March 2016) 
settling 80% of cases within 2 days. This is now in line 
with their published service standards.

Quality assurance
More generally, we were advised by Scottish Widows 
that they use an internal audit function and engage 
external auditors as an additional quality assurance 
measure. Where errors are identified, Scottish Widows 
notifies these to the industry regulator, the Financial 
Conduct Authority (FCA), along with the proposed 
rectification plan. Typically, customers who have 
gained as a result of an error are allowed to retain 
the gain, and those who have lost out due to an error 
are recompensed in entirety. Recompense extends to 
customers who have retired or who have transferred 
their funds to another provider.

The IGC recognises the value of this additional 
layer of governance and the protection this offers 
to customers.

5.5 Customer feedback
The IGC is keen to ensure that the representative 
views of Scottish Widows’ customer base are obtained 
so that the IGC can determine, from a customer’s 
perspective, what is important and what constitutes 
good value for money.

The IGC scrutinised the market research currently 
collated for Scottish Widows and concluded:

• There was a wealth of research capturing the 
views of employers and expert financial advisers.

• Research focused on scheme members tended 
to concentrate on specific initiatives, such as the 
recent response to the new pension freedoms.

• Sponsored research at industry level allowed 
for performance comparison of Scottish Widows 
against its peers, based on feedback from both 
employers and advisers, but with no such research 
covering scheme members. 

To improve our knowledge of customer views, 
the IGC has asked Scottish Widows to conduct 
customer research using an independent third 
party, covering a representative sample of the 
Scottish Widows customer base. We expect the 
findings to be available in the middle part of 2016 
and these findings will form part of the IGC’s ‘value 
for money’ considerations over the coming year. 

The IGC would also like to see the development 
of an industry-wide benchmarking of product 
providers by their customers. Scottish Widows 
is supportive of this initiative and it is hoped that 
other major pension providers and the industry 
will agree to develop a framework during 2016 for 
such research to be carried out.
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6. WHAT’S NEXT FOR THE IGC?
The IGC will continue to monitor the various actions outlined above which have been agreed with Scottish Widows, 
in particular:

• The charge cap and removal of exit penalties across older legacy schemes.

• Maintaining service levels against Scottish Widows’ published standards.

• The delivery of the new digital communication material for customers and their employers.

• Further work which the IGC would like to see Scottish Widows undertake to engage customers earlier in their 
careers in relation to the new freedoms available to them at retirement.

In addition, the IGC will be reviewing the findings from the new customer research programme and agreeing with 
Scottish Widows a series of actions to further improve value for money based on what their customers are saying.

The IGC will also review the governance of the non default investment funds available to customers and expects to 
be able to further scrutinise levels of transaction charges when expected enhancements to disclosure requirements 
are introduced later in the year.

7. WHAT ARE THE IGC’S CONCLUSIONS?
In conclusion, we believe that Scottish Widows offers reasonable value for money relative to the market at 
this time and is making what we believe are sensible efforts to continue to improve value for money in the 
future. However, there are areas where Scottish Widows and the industry as a whole can improve and we will 
continue to monitor and challenge where appropriate. 

Babloo Ramamurthy 
John Howard 
Tilly Ross 
Mark Stewart 
Ronnie Taylor 
Iain McGowan

Scottish Widows IGC 
31 March 2016 

If you have any comments, questions or concerns in relation to the work of the Scottish Widows IGC, please 
contact us at mailbox.contacttheigc@scottishwidows.co.uk
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APPENDIX 1

Scottish Widows has 1,675,000 customers saving for retirement through 42,000 workplace savings schemes.  
At present (March 2016), total member assets are £28.3bn.

CATEGORISATION OF SCOTTISH WIDOWS LEGACY PRODUCTS
Prior to 2001 it was common for pension products to have a more complex range of charges. These older products, 
often referred to across the industry as ‘legacy’ products can also contain some valuable benefits which are no 
longer available today.

The arrival of Stakeholder Pensions in 2001 set a Government-led benchmark for pensions charges.  In advance, 
Scottish Widows launched a new “stakeholder friendly” personal pension plan in July 2000, and at the same time 
simplified the charging structure on some of the other products offered by the company.

The information below summarises some of the key features of Scottish Widows’ range of current and legacy 
workplace pension plans. It is not intended to be exhaustive, and not all features necessarily apply to all plans. 
Customers should refer to their policy provisions and policy schedule for full details of the features that apply 
to their plan.

Products Categorisation Comments

Scottish Widows 
Pensionbuilder

Legacy Product • Wholly invested in the Scottish Widows ‘Unitised With Profits’ 
(UWP) fund.

• Minimum growth rate applies to units bought pre 1 July 1994.
• Additional death benefits available.
• A range of different types of charges have applied to these products.
• Charging structure will be simplified during 2016 and 2017 as outlined 

in this report.
• Not available as a ‘Qualifying Scheme’ for Auto Enrolment. 

Scottish Widows 
New Unitised 
Pension 
Contracts 
(Schemes 
established prior to 
July 2000)

Legacy Product • Customers can invest in a range of ‘unit linked’ investment options, 
as well as Scottish Widows UWP fund.

• Waiver of premium and additional death benefits available. 
• A range of different types of charges have applied to these products.
• Charging structures will be simplified during 2016 and 2017 as outlined 

in this report.
• Not available as a ‘Qualifying Scheme’ for Auto Enrolment.

Scottish Widows 
New Unitised 
Pension 
Contracts 
(Schemes 
established after 
July 2000)

Modern Product • Customers can invest in a range of ‘unit linked’ investment options. 
Some products can also invest in Scottish Widows UWP fund.

• Scottish Widows Pension Investment Approaches typically used by 
employers as a default fund. 

• Simple charging structures. 
• Available as a ‘Qualifying Scheme’ for Auto Enrolment.

Clerical Medical 
Products

Legacy Products • Customers can invest in a range of ‘unit linked’ investment options, 
as well as Clerical Medical UWP fund.

• Waiver of premium and death benefits available on some products.
• A range of different types of charges have applied to these products.
• Charging structures will be simplified during 2016 and 2017 as outlined 

in this report.
• Not available as a ‘Qualifying Scheme’ for Auto Enrolment.
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