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TERMS OF REFERENCE OF 

INSURANCE INDEPENDENT GOVERNANCE COMMITTEE (“IGC”) 

PURPOSE 

The IGC is a committee of the Board of Scottish Widows Limited (“SWL”) (the “Provider 

Board”)). The IGC represents the interests of active and deferred members of relevant 

schemes (defined below) and operates independently of SWL (the “Provider”) to assess and, 

where necessary, raise concerns and challenge the Value for Money (“VFM”) of relevant 

schemes for relevant policyholders. The IGC must act solely in the interests of relevant 

policyholders (defined below), both individually and collectively. 

ACCOUNTABILITY 

The IGC is formed under the authority of and as a committee of the Provider Board. 

SCOPE 

The IGC is responsible for the oversight of the operation of UK based workplace pension 

schemes of the Provider, being personal pension contracts between individual employees of 

employer firms (including past employees who are not already in receipt of a pension) 

(“Members”) and the Provider under an agreement established between Members and the 

Provider on the Member joining a personal pension scheme through the workplace, whether 

qualifying or non-qualifying and where there is at least two relevant policyholders 

(“Schemes” and “Policyholders”). 

 Individual personal pensions, other than those that originated as workplace pension 

schemes, are excluded from the IGC’s remit. This exclusion extends to such arrangements 

even where the employer contributes or facilitates payments. 

 The IGC should act in the interests of Members in assessing and raising concerns 

about the VFM of the Provider’s Schemes, particularly the VFM received by individuals 

enrolled in default investment strategies. In addition, the IGC should consider all the 

investment choices available to Members when considering VFM. 

 The IGC must discharge its responsibilities at all times consistent with the 

requirements of the Financial Conduct Authority’s (“FCA”) rules set out in COBS19.5.5 and 

cognisant of the Lloyds Banking Group plc (“Group”) Conduct Risk Strategy, Risk Appetite 

Framework and Policies.  

RESPONSIBILITIES 

The IGC is expected to group schemes with similar characteristics and assess VFM at the 

level of groups of similar schemes, whilst still being able to drill down to the level of individual 

Schemes where required. An assessment of VFM involves weighing up the quality of the 

Scheme (ie the benefits and services it provides) against what it costs Members. Where 

there is the potential for conflict between Members, the IGC should manage this conflict 

effectively. The IGC is not expected to deal directly with complaints from individual 

policyholders. The responsibilities of the IGC are set out below: 
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Costs and charges 

1. Review costs and charges for investment administration, weighing services provided 

against all costs and charges borne by Members.  

2. Assess 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, and which impact on the Member’s 

pension outcome. Where the Provider is not aware of all the costs, it will be expected to 

obtain the required information from other suppliers in the value chain for those assets. 

This may include (but is not limited to) dealing charges, bid-offer spreads, transaction 

taxes, research costs, foreign exchange commissions, fees relating to stocklending or 

stockborrowing and initial charges / entry / exit fees for investment in underlying funds 

(for funds of funds) and transaction costs relating to investments held in underlying funds 

(for funds of funds). 

3. Consider whether the level of charges borne by policyholders is appropriate relative to 

the services provided to them. The IGC should weigh up all of the benefits and services 

that Members pay for in costs and charges, either directly or indirectly. The IGC should 

consider whether costs and charges borne by Members pay for services that deliver 

value to them, taking into account the characteristics of the Members enrolled, to 

determine whether a particular service is likely to deliver value for them. Emphasis 

should be on obtaining an appropriate balance between quality and cost, rather than 

simply the lowest cost. 

4. Higher costs and charges may apply to non-default investment strategies or to a 

Member choice to invest in an arrangement which is not used as a qualifying scheme by 

their employer, and in these cases higher costs and charges may apply. The IGC must 

seek details of the relevant costs and charges of these funds and arrangements. The 

IGC must prioritise in accordance with the interests of Members and, if pension 

outcomes are at risk because of poor decisions or support provided at retirement, the 

IGC should engage with the Provider on these issues. 

5. Determine appropriate arrangements to oversee the Provider’s compliance with the 

proposed charge cap for such funds as With-Profits funds, where the allocation of costs 

and calculation of charges borne by Members can be difficult to ascertain.  

Investment 

6. Assess whether default investment strategies within the Schemes are (i) designed and 

executed in the interests of relevant policyholders; and (ii) and have a clear statement of 

aims, objectives and structure. 

7. Assess whether the characteristics and net performance of investment strategies 

(including non-default investment strategies and investment choices  and/or funds made 

available to Members) are regularly reviewed by the Provider to ensure alignment with 

the interests of relevant Policyholders and that the Provider takes action to make any 

necessary changes. 
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Administration and operations 

8. Review the administration of all relevant Schemes and assess if core financial 

transactions are processed promptly and accurately. 

Communications and marketing 

9. To the extent that the costs of member communications are borne by Members, review 

their effectiveness and VFM. 

Legacy Audit  

10. Oversee the implementation of recommendations from the Independent Project Board’s 

Legacy Audit and consider if they are sufficient to address any recommendations for 

industry level actions. 

11. Oversee the sampling of deferred members with workplace pensions which were 

excluded from the Legacy Audit. 

12. Oversee the Provider’s compliance with the removal of Active Member Discounts with 

effect from the relevant date.  

13. Oversee the Provider’s compliance with the proposed charge cap on default funds and 

proposed bans on adviser commissions and consultancy charging with effect from the 

relevant date. 

14. Assess the VFM of legacy workplace personal pensions, including closed books. 

Escalation 

15. Where the IGC identifies poor VFM, it must raise concerns and make recommendations 

as it sees fit to the Provider Board, so as to present a credible challenge to the Provider 

on VFM issues.  

16. The Provider Board must consider concerns raised by the IGC and either address them 

or explain in writing to the IGC why it does not intend to do so ("comply or explain").  

17. Where the IGC has raised concerns to the Provider Board which, in the IGC's opinion, 

have not been addressed satisfactorily or at all, the IGC will escalate its concerns directly 

to the FCA but must first have giventhe Provider Board a right to respond.  The IGC must 

notify the FCA in advance of making any concerns public, including when it proposes to 

alert Members and/or employers, in order that the FCA can provide guidance to the IGC 

on whether and how to make its concerns public.   

18. The individual appointed by the Provider to take responsibility for managing the 

relationship between the Provider and its IGC is the Pensions & Investments Director. 

Annual Report 

19. The Independent IGC Chairman is responsible for the production of an annual report. 

The annual report is a public document which makes the IGC’s work transparent to 

Members and other stakeholders, including other IGCs, in order to increase 

transparency and encourage comparison between the schemes offered by different 

providers. It will also enable interested Members, employers and consumer groups to 

scrutinise the IGC’s work and the Provider’s response to any concerns raised or 

recommendations made. 
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20. The annual report must include the IGC’s opinion on the VFM delivered by schemes; 

how the IGC has considered relevant policyholders’ interests; any concerns raised by the 

IGC with the Provider Board and the response received to those concerns; how the IGC 

has sufficient expertise, experience and independence to act in relevant policyholders’ 

interests; and how each independent member of the IGC, together with confirmation that 

the IGC considers these members to be independent, has taken into account COBS 

19.5.12G (relating to independence requirements); the arrangements put in place by the 

Provider to ensure that the views of relevant policyholders are directly represented to the 

IGC; and the level of direct and indirect costs incurred for transactions and other 

activities in managing and investing the pension assets of relevant scheme members. 

Where the IGC is unable to obtain from the Provider and, ultimately from any other 

person providing relevant services, the information it requires to assess the matters 

within its remit the IGC should explain in the annual report why it has been unable to 

obtain the information and how it will take steps to be granted access to that information 

in the future. 

21. The Provider must ensure the IGC’s annual report is made publicly available and must 

make employers and Members aware of the availability of the annual report and these 

terms of reference. 

22. The IGC and the Provider must manage concerns surrounding confidential and 

commercially sensitive information within the context of the foregoing requirements as to 

the content of the annual report. 

23. The first IGC annual report must be produced on or before 5 April 2016, even if this 

would be a partial year report. 

Other Matters 

24. The IGC should look across the entire market to benchmark VFM, including NEST and 

other mastertrusts, as well as schemes provided by other providers. 

25. The IGC should assess any other priorities determined by the IGC, so long as these are 

consistent with these terms of reference in having regard to the interests of workplace 

personal pension scheme members. 

26. The IGC should listen and take into account the views of Scheme Members and require 

the Provider to ensure that Member views are directly (ie without intervention by the 

Provider as to which views are put forward) represented to the IGC and not to assume 

their concerns are understood, ensuring that all Scheme members have their interests 

appropriately represented. 

27. The IGC should review on a regular basis whether the Independent IGC Members 

(including the Independent IGC Chairman) continue to be independent and take 

appropriate action if it considers they are not. 

COMPOSITION 

Size, Membership and Independence 

The IGC shall comprise at least five members (one of whom shall be the Independent IGC 

Chairman) and a majority of the IGC’s members (including its Chairman) must be considered 
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independent (see guidance below). Provider appointed employees will make up the 

remainder of the membership of the Committee. The IGC must be made up of members with 

sufficient collective expertise and experience to be competent to make judgements on the 

VFM of relevant Schemes. 

Chairman  

The Provider Board shall appoint the Independent IGC Chairman, who must qualify as 

independent (guidance below) and must remain so for the duration of their appointment. An 

open and transparent process must be followed for the selection of the Independent IGC 

Chairman.  

 In the Chairman’s temporary absence, another Independent IGC Member may be 

nominated by the Independent IGC Chairman, or may be elected by the other Independent 

Members present to act as Chairman for the duration of that meeting, subject to the quorum 

requirements (see below). 

Independent IGC Members 

The following guidance applies to individuals appointed as Independent IGC Members: 

 Must be independent in character and judgement. 

 Must not be an employee of the Provider or be paid by them for any role other than 

service on the IGC. 

 Must not have been an employee of the Provider or of the Group of Companies to which 

the Provider belongs during the last five years. 

 Must not have, or have had within the last three years, a material business relationship 

with the Group. 

 Trustees of any Provider mastertrust would be eligible to become Independent IGC 

Members provided they meet the other requirements of independence outlined above.  

 

This guidance acknowledges that there may be situations where the Provider may be able to 

justify a different approach and may choose to determine whether such a member is 

independent in character and judgement and whether there are relationships or 

circumstances which are likely to affect, or could appear to affect, that member’s judgement. 

 Corporate persons can be appointed as Independent IGC Members, including as 

Independent IGC Chairman, provided that the corporate person is independent of the 

Provider, considering the circumstances of the corporate person and ensuring that any 

potential conflicts of interest are managed effectively and do not affect the corporate 

person’s ability to represent the interests of Scheme Members. The same corporate person 

cannot be appointed multiple times to the IGC. 

Provider IGC Members 

Provider appointed members: 

 Must at all times form a minority of the Committee’s membership. 

 Must not be appointed as the IGC’s Chairman nor can they ever act in that capacity in 

the temporary absence of the Independent IGC Chairman.  
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 Must be capable of bringing detailed knowledge about the Provider and its relevant 

schemes to support the IGC in reaching a balanced view.  

 At all times when acting in their capacity as IGC member must act solely in the interests 

of the Members and be capable of putting aside any commercial interests of the Provider 

and its duty to its shareholders. 

 Must not hold a day to day role which would put them in direct conflict with their role as 

an IGC member. 

Employees of the Provider who serve on the IGC should be subject to appropriate 

contractual terms so that, when acting in the capacity of an IGC member, they are free to act 

within the terms of reference of the IGC without conflict with other terms of their employment. 

In particular, when acting as an IGC member an employee will be expected to act solely in 

the interests of relevant policyholders and should be able to do so without breaching any 

terms of his employment contract. 

Appointment process 

 IGC Members shall be appointed by the Provider Board in consultation with the 

Independent IGC Chairman. An open and transparent appointment (and reappointment, if 

any) process must be followed for the Independent IGC Members, such as (but not limited 

to) the use of an external search consultancy or open advertising.  

 Any vacancies that arise within the IGC should be replaced as soon as possible and, 

in any event, within six months. 

Duration of appointments 

Individual Independent IGC Members shall be appointed for fixed terms of no longer than 

three years, with a cumulative maximum duration of nine years. Individual independent IGC 

Members who have served on the IGC for a cumulative maximum duration of nine years 

would not be eligible for reappointment until a further five years has elapsed.  

 No fixed term shall apply to the appointment of a corporate person as an 

Independent IGC Member, so long as the corporate person’s representative is named and is 

rotated at least as frequently as would be required for an Individual Independent IGC 

Member. 

 No fixed term shall apply to the appointment of Provider IGC members. 

Delegates 

Attendance by delegates in the place of IGC members is not permitted. 

Secretary 

The IGC Secretary will be determined by the Independent IGC Chairman in consultation with 

the Provider Board’s Company Secretary. The  Secretary will be responsible for managing 

the administrative requirements of the Committee. 

Attendees 

Only IGC members have the right to attend IGC meetings. The undernoted are not members 

of the IGC but, unless otherwise determined by the Independent IGC Chairman, will be 

regular attendees at its meetings: 
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 IGC Secretary 

 Head of Corporate Propositions 

Other individuals may be invited to attend all or part of any meeting as and when considered 

appropriate by the Independent IGC Chairman or the IGC.  

SENIOR COMMITTEES / LEGAL ENTITY BOARDS 

The IGC Chairman shall report formally to the Provider Board on the IGC’s proceedings after 

each meeting on all matters within its duties and responsibilities.  

 The IGC shall make whatever recommendations to the Board it deems appropriate 

on any area within its remit where action or improvement is needed. 

 The IGC Chairman must at least once each year present the IGC’s report to the 

Provider Board in person. He may present it in person more frequently if either he or the 

Provider Board Chairman considers it appropriate.  

MEETINGS & PROCEEDINGS 

Frequency of meetings 

The IGC shall meet at least quarterly within the first two years of its operation or at such 

other frequency as it shall determine. Thereafter, the frequency of meetings will be 

determined by the Committee or its Chairman. 

Papers and minutes 

Meeting papers shall be circulated to the IGC Members and other attendees as appropriate 

at least five working days in advance of each meeting, unless otherwise agreed by the IGC 

Chairman. The draft minutes of all proceedings shall be distributed to those members who 

wish to provide comments (following any necessary input from management). After review 

and correction the minutes should be approved and accepted as a true and accurate report 

on that meeting at the commencement of the next meeting.  

Quorum 

The quorum for a meeting of the IGC shall be three members, at least two of whom must be 

Independent Members forming a majority of those present (one of whom may be the 

Independent IGC Chairman) and at least one of whom must be a Provider Member. 

Terms of reference review 

The terms of reference of the Committee will be maintained by the Secretary and reviewed 

by the Committee at least annually. 

Committee evaluation 

The Committee will annually review its own performance, including consideration of 

effectiveness and compliance with its terms of reference.  

Conflicts of Interest 

Members should notify the Chairman immediately if they consider themselves to have any 

conflict of interest with any matter before the Committee and/or if an Independent IGC 

Member considers their qualification as independent (as defined above) may be impacted. 
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The Chairman will determine the materiality of any such conflict and the extent to which it will 

impact the member’s participation in meetings and ongoing membership. 

AUTHORISATION 

The Committee is authorised to seek and the Provider is required to furnish the Committee 

with any information or support, at the Provider’s expense, to the extent that it is necessary 

and proportionate and not inconsistent with the Provider’s duty to act in Members’ interests. 

The Provider should furnish: 

 Detailed information about the benefits and services of the Provider’s relevant Schemes 

and the costs and charges borne by Members. The Provider and the IGC must agree 

between them what constitutes a reasonable request having regard to the proportionality 

and the interests of Members and the IGC should recognise that requests for further 

information come with a cost and that cost may ultimately be borne by the Members it is 

intended to protect. 

 The services of independent professional advisers at the request of the IGC including, 

but not limited to, an independent investment adviser and an independent lawyer. 

 The IGC may request the attendance of any employee to be questioned at a meeting of 

the Committee as and when the Committee considers it appropriate.  

 The IGC may request any other resources of any kind considered by the Committee as 

reasonably necessary to undertake any activity covered by its terms of reference having 

regard to proportionality and the interests of Members, including Secretariat services. 

 The IGC must ensure that where confidential and commercially sensitive information is 

provided, this this is treated appropriately and consistent with Group protocols. 

 The primary focus of the IGC is the interests of relevant policyholders. Should the 

Provider ask the IGC to consider the interests of other members the Provider should 

provide additional resources to support the IGC such that the IGC’s ability to act in the 

interests of relevant policyholders is not compromised. 

 

All colleagues are directed to cooperate with any request made by the Committee. 

 

These Terms of Reference were approved as follows: 

Name Title Date 

Provider Board  

 

n/a 18 June 2015 

Independent Governance Committee 

 

n/a 15 June 2015 

 

Details of the previous versions of these Terms of Reference are set out below: 

Version 

No. 

Date of 

issue 

Author(s) Reason for issue 

1 18 June 2015 J. McKay 

(Secretary) 

Inaugural Terms of Reference 

2 [11 Feb J. McKay  Change of Provider, following Part VII, from 
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2016] (Secretary) Clerical Medical Investment Group Limited 

and Scottish Widows plc to “Scottish 

Widows Limited”; 

 Clarification that quorum requires a majority 

of independent IGC member; and 

 Minor stylistic modifications. 

    

 

 
 


