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1. Message from the Chair
Welcome to the 2019 Independent Governance Committee (IGC) Annual Report, for members 
of Aviva’s workplace pension schemes.

There are over three and a half million Aviva workplace pension members in both new and 
old pension contracts and many different contract types.  Our IGC remit is to assess Value for 
Money (VfM) for all workplace pension members, including those still paying contributions 
and people who have left the employment related to the Aviva contract.

As well as me, two new members joined the IGC in 2018 (Gurmukh Hayre and Ian Baines) and 
so we have had the opportunity to look at VfM from a fresh perspective. I am very grateful to 
all the IGC committee members and particularly for the strong support received from the two 
members who continued on the IGC from previous years (Marcia Campbell and Robert Talbut) 
whose assistance has been invaluable.

All the IGC members are independent of Aviva. We do however liaise closely with various Aviva 
personnel and we are grateful for their support.

Value for Money (VfM) Assessment

Our task as an IGC is to assess VfM for all workplace pension members. To do this we 
define our method of what constitutes VfM and consider all the information available 
to us. We challenge Aviva where needed, and report on our assessment in this Annual 
Report for you. We are also able to discuss matters with Aviva’s Board and, if necessary, 
the Financial Conduct Authority (FCA).

The summary of our assessment of VfM is in the next section of this report. You’ll see that  
the IGC has provided their assessment in a different way to previous years to give slightly 
greater detail. 

For modern, currently marketed pensions, which cover over 90 per cent of members, our 
assessment is that good value is being provided, but we have given varying ratings to each 
area of our VfM assessment. Even where good value is being provided, challenges for continual 
improvement will remain.

For older, non-marketed pensions there is a more mixed picture with greater challenges.  
While still being generally good, there is more to do to bring these pension policies closer to the 
level of VfM for currently marketed pensions. In some areas, the difference is slight. There has 
been overall good progress on costs and charges, but some matters still need to be addressed.

We believe Aviva is working on these challenges as quickly as is practical, but we will continue 
to challenge them to do more. If you are a member of an older workplace pension policy, then 
be assured that the IGC regards your VfM as just as important as new members in modern 
products.

Developments in investments

There have been areas of major improvement in the last year, notably far greater information on 
transaction costs from investment managers about the costs of their investment transactions, 
which are part of the costs you pay to achieve the investment return on your funds.

Also related to investments, the IGC and Aviva have had considerable discussions on the 
evolution of the main investment default funds used for most members. Aviva is in the 
process this year of implementing change.
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There has also been progress on an agreed timetable for a reduction in charges for contracts 
with residual charges higher than those which represent good value, and in updating 
investment funds for the small number of members with funds which don’t give members 
access to the full range of pension freedoms. We will be looking for this timetable to be 
adhered to. There remain small further elements of charges that the IGC is still pressing Aviva 
to agree to reduce. 

Aviva and the IGC are also discussing the investment principles around “ESG” (Environmental, 
Social and Governance) considerations, and how the funds are managed in this regard and 
how this may develop in the future. This is an area of both current change and expected 
future evolution, and Aviva has been at the forefront of this within the pensions industry. 
Aviva is considering how ESG factors which already apply can be further enhanced within the 
main default funds, and how funds with specific ESG features can be incorporated as further 
choices for members.

Your feedback is welcome

Aviva has over 3 million workplace pension customers and although it is impossible for us 
to speak individually with all of you, we are interested in your views and concerns. Please 
use the IGC’s mailbox, IGC@aviva.com to tell us what you think about the pension you have 
with Aviva, whether you think you are getting value for money, or simply to talk to us about 
the work we do. We are here to act in your interests and welcome any feedback you have.

Member engagement

On wider engagement, the IGC welcomes many developments from Aviva to communicate 
and interact with members. I encourage you to read pension statements and communications 
and to go on-line and register to use MyAviva https://www.direct.aviva.co.uk/MyAccount/login 
The portal has many useful features and information.

You should also use the customer telephone services if you have questions. It is good to 
think about and plan your future pension as much as possible, and Aviva is trying to help 
you to do this. We are encouraged by many developments in engagement but there is much 
more to do. 

Progress on 2018 priorities:

The specific priorities for 2018 from last year’s report are listed later in this report with details 
of progress. There is good progress on areas such as transaction costs, reviewing of default 
funds, removal of commission and reduction of higher charges.

Progress is slower than the IGC would like on the implementation of agreed changes to costs 
and charges, the removal of higher charging units and the implementation of the new default 
funds. We will be pressing Aviva further about the completion of these projects throughout 
2019. Overall, the progress on most of the specific areas has been reasonable.

All the matters I have noted are covered in further sections of this report. At the end of the 
report we set out some of the priority areas we will be looking for progress on in 2019. We will 
monitor Aviva’s progress to improve VfM and outcomes for you, and challenge Aviva in areas 
where we feel this is appropriate and necessary.

Finally, I want to thank you for taking time to read this report. I hope you find it useful. 
Any feedback or comment you send to IGC@Aviva.com will be received by the IGC and 
responded to, as well as being treated in the strictest confidence. We welcome your views.

Colin Richardson 
Independent Chair – Aviva IGC

mailto:IGC@aviva.com
https://www.direct.aviva.co.uk/MyAccount/login
mailto:IGC@Aviva.com
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2. Value for Money assessment
The IGC continuously assesses Aviva’s workplace pension products using a Value for Money 
(VfM) framework which is applied to all of Aviva’s products. We have assessed VfM in each area 
on a spectrum this year, as we believe using a three-colour chart for three potential levels of 
assessment is too limited.

Assessments are a matter of opinion so there is a danger of appearing too precise in 
assessments but it will challenge us to consider our view in more depth and it enables the IGC 
to show the movement from year to year.

We assessed the five areas shown here.

•  Product charges and costs – what you pay to Aviva each year for administering your 
workplace pension;

• Service and administration – the day-to-day administration of your workplace pension;

•  Communication and engagement – The communications Aviva sends to you and how 
these can help you improve your retirement outcomes.

•  Product design and suitability – how your workplace pension is designed to provide 
you with options both during the life of your workplace pension and at the time you retire;

•  Investment choices and returns – the range of investments Aviva makes available to 
you, how they manage these investments, and how they perform.

Throughout the year, we ask Aviva to tell us about their performance in all of these areas. 
We make our assessment of VfM based on how well they have performed.

Our overall assessment this year is that most members are receiving good VfM from your Aviva 
workplace pension.

Currently marketed and non-marketed workplace pensions

Workplace pensions can be split into two distinct groups:

• Currently marketed workplace pension products. (93.5% of members)

• Non-marketed workplace pension products. (6.5% of members)

What we mean by currently marketed and non-marketed workplace pensions

Currently marketed workplace pensions are the products your employer would use today 
to meet their auto-enrolment duties. Non-marketed workplace pensions are older products 
which Aviva no longer markets. They cannot be used for auto-enrolment.

We assess these products separately and make the differences in our assessment clear to you. 
Most of you (over 90%) will be members of currently marketed products.

Assessment of each area

The charts below show the assessment of each area on a scale from very poor to excellent – 
split between currently marketed products (top arrow) and non-marketed products (lower 
arrow).

Our overall assessment, when taking into account all of the scores attributed to each VfM area 
is as follows:

Currently marketed Non marketed

Costs charges Excellent Reasonable

Service and administration Very good Very good

Comms/Engagement Very good Reasonable

Investments Very good Reasonable

Product Design/Suitability Very good Good
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Non-Marketed

Currently 
Marketed 

Very  
Poor Poor Reasonable Good Excellent

Overall, this gives a VfM score as follows:

Each area has a further section in this report describing our assessment as background to the assessment ratings shown.
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3.  Benchmarking
Industry Benchmarking

Your IGC is very keen to show you how Aviva compares to other pension providers. To highlight 
these comparisons, we looked at one of the industry’s leading independent surveys carried out 
by NMG Consulting (an independent research company) which is undertaken each year. They 
conduct research on behalf of providers and Aviva has participated in this research during 2018.

The findings in the diagrams are based on NMG interviewing employee benefit consultants and 
large advisory firms who advise and work with large and small workplace pension schemes. In 
2018, there were 73 participants covering 70 firms across the UK.

The views expressed are from consultants and advisers who support and advise employers 
operating workplace pension schemes, so they provide a good view of how Aviva is seen in the 
market. The findings relate mainly to their experience in setting up and running new workplace 
pension schemes.

The rankings show the Aviva position in 2016, 2017 and 2018. This compares the position with the 
top 10 providers in the UK.

Chart A: BUSINESS MANAGEMENT

Source: NMG Consulting
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We are pleased to see that Aviva has improved its position in most areas, particularly in the 
overall value of what it offers to customers and price competitiveness. This is supported by 
the information that Aviva shares with us on a regular basis. However, there is more to do in 
terms of improving the overall service for its workplace pension customers.

Looking at some of the other areas of service and administration, such as responsiveness and 
accuracy of administration (Chart B below), we see again that Aviva has improved its position 
since 2016 across most areas but is now roughly in line with the median in the market.

Aviva encountered service issues in 2016 when switching administration platforms and it is 
good to see that the position has improved. We will continue to review overall service levels 
during 2019 by reviewing management information from Aviva on a regular basis.

Other benchmarking

In our last report we mentioned the benchmarking that was being carried out on behalf of 
several providers by Redington. Discussions have been ongoing about carrying out further 
benchmarking, however, agreement has not been reached on how the results of any survey 
may be used.

For now, we have decided that we will not participate in the second phase of that research 
because we were not satisfied that proper disclosure of the findings could be made by us in 
our annual report, whereas other providers had a different view. We may participate in that 
research in future if we are satisfied that we can provide adequate disclosure of the results.

Chart B: OPERATIONAL MANAGEMENT

Source: NMG Consulting
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4.  Product Costs and Charges

Our view as an IGC is that “Value for Money” is not simply about the charges you pay to Aviva, 
but they play a part; the higher the charges you pay, the bigger the impact on the size of your 
fund at retirement.

As in previous reports, we have illustrated this in the chart below with the impact of higher 
charges on a pension fund for two different members. It shows the value of their retirement 
pots based on various levels of monthly savings. The assumptions we have used are:

– both members are aged 40

– both are due to retire at age 65

– both members start with a pension fund of £20,000

– their investments grows at 4% per year

£0

£20,000

£40,000

£60,000

£80,000

£100,000

£120,000

£140,000

£160,000

0.50%

£0 pm

£ 47,000 £ 41,500

£ 94,500

£ 85,700

£ 142,000
£ 130,000

£100 pm £200 pm

1%

Source: Aviva

Non-Marketed

Currently 
Marketed 

Very  
Poor Poor Reasonable Good Excellent
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The chart shows the comparison between paying 1% in charges each year and 0.5% in charges 
each year over the 25-year period. The graph is for illustrative purposes only and demonstrates 
very clearly the importance of continuing to contribute to your pension and the effect of 
charges.

This comparison is relevant because Aviva is working towards moving members who currently 
pay 1% per annum into new policies with 0.5% per annum charges. This will take some time 
and we are encouraging Aviva to undertake this as swiftly as practicable.

We assess charges and costs to make sure that they are:

• Clear and fair;

• In line with market expectations; and

• Comply with pension regulations.

The structure of costs and charges is quite different between Aviva’s currently marketed 
workplace pensions and older or non-marketed workplace pensions.

Currently marketed workplace pensions

Aviva’s currently marketed workplace pensions benefit from recent regulation and a 
competitive marketplace. Where pension policies are used for auto-enrolment, the maximum 
charge you can pay every year is 0.75% of your fund (or 75p for every £100 you invest). 
Non-marketed workplace pensions do not benefit from these rules, and so many members 
will often pay more than 0.75% each year in charges although some of these older pensions 
may also include some additional valuable features such as With Profits funds or loyalty 
bonuses.

Currently marketed workplace pensions often have much lower charges than this and the 
average charge for active members is 0.44% per annum. The IGC assess the level of charge 
over these pensions as excellent.

Non-marketed workplace pensions

Here we will summarise the current position so far and latest plans for reductions in costs and 
charges for non-workplace pensions.

Overall reduction in charges since 1 January 2017

Aviva has continued their undertaking to review each pension policy when funds are taken, 
for example when a member retires or takes a transfer value. This review is to ensure that 
the combined impact of all direct costs and charges has been no more than an effective 1% 
per annum from 1 January 2017 onwards – excepting any exit charges which were already 
applicable before 1 January 2017 if the policy had been terminated at that date. Therefore, this 
limits the “effective” overall further charges after 1 January 2017 to 1% per annum.

This allows for measures already taken such as removing policy fees from many policies. If 
the effective charge has been higher than 1% per annum, then the policy is topped up to 
increase the fund to the level it would have been at if the charge had been 1% per annum. 
The proportion of members affected by this is highlighted in the chart below of estimated 
numbers within workplace pensions with varying effective overall charging levels.

233,000 Workplace Pension Reviewed

No action required

Policy fee removed

Policy fee removed and 
being reviewed on exit

Being reviewed on exit

Source: Aviva

Outcome Number %
No action required 144,200 62%

policy fee removed 60,600 26%

policy fee removed 
and being reviewed 
on exit

10,400 4%

Being reviewed on 
exit

18,100 8%

TOTAL 233,300 100%

233,000 Workplace Pension Reviewed
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The number of such pension policies for future reviews is around 28,500. To place this in 
context, this is significantly less than 1% of all policies. Other reductions in charges already 
implemented have reduced charges to the 1% per annum level or below for nearly all policies. 
The IGC welcome this clear commitment to ensure this limitation of charges after  
1 January 2017.

Some members can benefit from loyalty bonuses when they pay contributions continuously 
up to their selected retirement age. Aviva re-assesses these members should they leave Aviva 
to ensure that they are reimbursed for any charges they have paid above 1% per annum at the 
point they leave or stop paying contributions. We receive regular updates to check that this 
process is working and can confirm that we are satisfied with the process as it stands. We will 
continue to monitor work in this area.

The IGC is positive about Aviva’s programme to assess policies at retirement or on transfer, 
but we also note that it means members do not know in advance of retiring or leaving, the 
true current policy value before the review.

Higher charging units

These units, sometimes called “Capital” or “Initial” units were commonplace in the pensions 
industry before 2001. They were designed to recoup the commission payments made to 
financial advisers and other costs incurred when policies were set up.

We are pleased that Aviva has undertaken to remove these units for all members over age 55. 
However, these units remain in place for members under age 55. The IGC continues to ask 
Aviva to review this further. We recognise that the review of policies at retirement or on taking 
a transfer value does address the impact of any charges over 1% per annum for members at 
all ages after 1 January 2017 although members may not be aware of this until they take  
a transfer value or retire.
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Exit Charges

Exit charges were limited to 1% for members exiting at over age 55 some time ago. Aviva 
reduced the charges accordingly, as it had to do. For members exiting before age 55 higher 
exit charges may still apply. Overall, only a small minority of members have such contract 
terms and it only impacts those who exit before age 55. This remains a challenge by the IGC 
who are asking Aviva to consider reducing charges in line with members who exit at age 55 or 
older. These exit charges can vary from a small percentage to a more significant amount.

The IGC continue to ask Aviva to consider extending its 1% cap on exit charges to all members, 
at whatever age they exit.

Commission

Financial advisers are no longer allowed to receive commission payments from pension 
providers when they auto-enrol members into workplace pension schemes. Aviva’s 
currently-marketed products are therefore free of any commission payments. This rule, 
however, does not apply to members in older products not being used for auto-enrolment, 
and Aviva continues to pay commission on a “renewal” basis for some older products.

Aviva is extending its programme to establish if customers have an active relationship with a 
financial adviser or not. Where they do not, we have asked them to stop commission and look 
to pass that saving back to customers. The IGC welcomes Aviva’s commitment in this area.

Customer transfer programme

Aviva has committed to undertake a customer transfer programme to give members who 
are not currently on modern products and facilities, access to modern products. The IGC 
welcomes this for its impact on costs and charges, but also for other elements such as the 
additional facilities and value it will provide for members currently in older products.

The IGC understands that this programme may take three to four years in total. Once 
transferred, the level of charges for members who are transferred will generally be much lower 
than 1% per annum. Also, the order of transfers will prioritise members currently with the 
highest charges. Therefore, the medium-term plan is that workplace pension members will be 
in modern products with charges typically nearer 0.5% per annum. The IGC welcome this and 
hope that this programme occurs as swiftly as is feasible.

Summary

Aviva has taken considerable steps to reduce charges and taken some key decisions in 2018. 
There is still further to go and the IGC continue to press in a couple of areas. Some of the 
methods to reduce charges are quite cumbersome, such as the review of charges on exit 
programme and the IGC encourage Aviva to consider all measures which may speed this up. 
Nonetheless, the effective date of the reduction of charges to 1% per annum or less was at the 
start of 2017, even if the programme of ensuring this is gradual as and when members leave 
and retire.



 5. Service and Administration 



18

Aviva Independent Governance Committee (IGC) - Annual Report 2019

When we assess the quality of service and standards of administration Aviva provides to 
employers and workplace pension scheme members, we consider:

When assessing the quality of service and standards of administration Aviva provides to 
employers and workplace pension scheme members, we consider:

• Customer feedback

• Performance against key service measures

• Plans and achievement of plans to improve service

• Controls to ensure that your money is safe

We believe that these are the key measures to judge whether you feel that you are getting 
value for money for your pension.

Overall, we have assessed service and administration as good and we feel Aviva have 
continued to make further improvements over the last year. 

Customer Feedback

Aviva uses a variety of methods to collect feedback from customers. The key measure is the 
Total Net Promoter Score (TNPS). TNPS measures positive sentiment and deducts negative 
sentiment, creating an “advocacy” percentage.

The advocacy results for established products are as follows:

5. Service and Administration
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TNPS is now recorded against online activity for some customers, the scoring shows higher 
satisfaction ratings averaging +50. The most actively marketed product uses SMS text surveys 
to measure customer satisfaction. Texts are sent immediately following interaction with Aviva.

Here are the results:

 

All areas have shown improving TNPS or customer survey scores, with “ease of service” 
consistently at 80% or above.

As well as TNPS, Aviva holds employer forums, carries out surveys and undertakes market 
research to gauge employer and employee views. A member of the IGC, Ian Baines, has joined 
a new ‘Voice of the Customer Forum’ which aims to ensure that Aviva is driven by customer 
needs and feedback.

The IGC members also take the opportunity to visit offices and talk to staff who are dealing 
with customers. In 2018 there were visits to the Dorking and York offices.

Performance against key service measures

Workplace customer service teams supported over two million customer demands during 2018. 
Most services were delivered in a timely way and complaint levels were low, at 3642. Root cause 
analysis is being improved to reduce this number further.

Advisers, employers and employees contacting Aviva have seen good service levels 
throughout the year. Dips in performance have arisen from unexpected incoming demand 
peaks driven by changing customer behaviour linked to pension switching, transfers and 
information requests. During 2018 all customer service teams had new call and capacity 
planning tools or methods rolled out. To prevent recurrence of service variations in 2019, Aviva 
is continuing to implement enhanced data capture tools for call and administration services.

Aviva has a variety of IT platforms and changes can be complicated and lengthy, particularly 
on the older platforms. My Aviva is a portal which the company has created to be the single 
point of communication with customers regardless of the underlying platform. For 2019, there 
is a focus on simpler communications, digital, first point, experience, timeliness and easy to 
access help.

One notable success in 2018 was the revamp of the transfer customer journey. Many members 
have small pots of money with different providers which they want to consolidate. The process 
took 30 days and around a third of people would not complete the process. With simpler 
forms and straight through processing, the time has been halved and only 4% of members do 
not complete the process.

The largest customer demand across all products is “I want information on my plan”. 
By redesigning the customer journey and adding automation, the end-to-end time has 
reduced in Aviva’s established product from 12 days to 8 days. Further improvements in 
Q1 2019 will enable 80% of enquiries to be resolved at first point, and packs produced in less 
than 5 days.

NB: November data not available due to change of supplier.
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Driving paperless adoption is a key priority for Aviva. At the start of 2018 one established 
product had no documents available digitally, during the year 80% of its customer outputs 
were made available online. This matches the service offered to other customers. Focus is 
needed to drive up customer adoption as members get an instant response to their queries.

Plans to improve service levels

Aviva has moved away from measuring turnaround times on each aspect of a customer’s 
interaction with Aviva to looking at the overall customer experience and ensuring this 
meets the customer’s needs. To do this, Aviva has focused on making processes as simple 
as possible for customers: developing staff and changing mindsets to deliver end-to-end 
ownership; doing more digitally; automating high volume requests; and removing activities 
which add little or no value for customers. A programme called 99&3 is in place to encourage 
all staff to work towards completing 99 per cent of customer requests in one go with all 
processes being completed within three days, involving no more than three clicks and being 
no more than three pages.

Aviva has focused on improving its support for “vulnerable customers” and has invested 
heavily in training staff to better identify instances and assist customers with their enquiries. 
The instances of reported vulnerable customer cases have more than doubled year on year 
with money worries and health as the key reasons for vulnerability.

To recognise the increase in the volume of calls of this nature and to provide professional 
service, all Aviva Vulnerable Customer champions have received Samaritans training. This is 
available to support all customers.

The IGC supports, encourages and monitors these improvement plans.

Controls to help ensure that your money is safe

Aviva, working with Nexia Smith and Williamson, are working towards an Audit Assurance 
Framework (AAF) report which audits administration and IT controls. Following last year’s 
report, this year the testing is more detailed regarding operational effectiveness, and has been 
extended to cover all platforms for currently marketed products. Nexia Smith and Williamson 
are conducting transaction testing across all of these platforms, across varying stages of the 
member journey.

The AAF will also report on controls around the safekeeping of your money, making sure 
financial transactions are processed promptly and accurately, and that the information Aviva 
holds about you is up to date and is kept secure.

Once the AAF report has been finalised and signed off, we will review it and discuss the report 
with Aviva.

Last year’s report did not highlight any adverse findings.

Areas which require further attention

Standards of service and administration are constantly evolving as technology changes and 
expectations increase. While the various indicators show improvement, the pace of change 
must be quickened.

The IGC has asked for better management information and this was echoed in a recent 
Employer survey. This will be a key focus for 2019.



6.  Communication and 
engagement 
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6. Communication and engagement

We continue to believe that clear communication is key to helping you understand how  
your pension works, how you can improve your retirement outcomes, and what options  
are available to you.

Overall, we believe Aviva provides good communications to all their customers and they are 
embracing new technology to make further improvements as outlined in the table below. 
The table covers currently marketed products and covers over 93% of members. This shows 
that most features are available for nearly all members. However, increasing the levels of 
engagement amongst customers remains a challenge for Aviva, as is the case for all UK 

pension providers. This is very much an evolving area as the pension industry continues to 
debate what good engagement looks like for pension savers and what are the key metrics 
that evidence whether the pension provider is giving value for money in this area. Against this 
backdrop we will continue to challenge Aviva to do more over the next year.

We believe that good online functionality assists member engagement and decisions.  
The table below shows that once the 2019 developments are complete the online 
functionality should assist members greatly. We encourage you to log on and make use of the 
facilities.

Non-Marketed

Currently 
Marketed 

Very  
Poor Poor Reasonable Good Excellent
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Online functionality table Unisure NGP My Money

My Aviva 3 3 3

Login through App 3 3 3

Fund Value & Breakdown 3 3 Via single sign on

Total Contributions 3 3 Via single sign on

Contribution Breakdown 3 Via single sign on Via single sign on

Switch & Redirect Funds 3 Via single sign on Via single sign on

Paperless Documents (where available) 3 3 Via single sign on

Single Premiums 3 3 Via single sign on

Transfer In (under £30k) 3 3 Q3 2019

Update Beneficiaries 3 Q3 2019 Via single sign on

Change Retirement Age 3 Q3 2019 Via single sign on

Link to Alexa 3 3 Q3 2019

Change Personal Details 3 Q2 2019 Via single sign on

Forecasting Tools 3 Via single sign on Via single sign on

My Retirement 3 Via single sign on Q3 2019

Note: all the above apply where appropriate data permissions are agreed.
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Items we have assessed as good

Communication improvements - Aviva continues to improve the communications they 
send to you, both paper and electronic. In addition to listening to your feedback Aviva 
increasingly uses data analysis to provide customer insights which shape the information you 
get as well as when you get them and in what format.

Aviva has several million pension members and so the increasing use of data science to build 
insights into customer needs and to then segment communication initiatives to meet these 
needs is to be expected. It also clearly echoes what other sectors already do, such as large 
retailers and big tech companies. We believe such targeted initiatives are a good development 
and we will continue to monitor their success in promoting greater engagement.

Aviva continue to make its documents clearer and easier for you to understand and continues 
to use video and new ideas to make it easier to manage your pension.

Aviva has also continued to improve its online tools, so you will be able to view and manage 
your workplace pension online. The online app has started to be rolled out and this will be 
available to more customers in 2019. We will continue to monitor these communications 
initiatives in 2019 and see how they are being used by customers.

Targeted pensions at retirement – Aviva was proactive in supporting initiatives for targeted 
pensions at retirement and in supporting the dashboard initiative proposed by government 
which we believe will help customers better manage their pension savings. Aviva has 
already embedded target pensions in their annual benefit statements, modelling tools and 
personalised communications.

Aviva’s advice service - In previous years we have had presentations on the advice service 
and pension seminars that Aviva offers to customers and this remains a valuable service to 
customers.

Areas which require further attention

Understanding the views and role of employers - Employers play an important role in 
promoting greater employee engagement with pensions and in being a feedback mechanism 
for employees on Aviva. We are encouraged that Aviva has acknowledged this by appointing 
Ian Baines to the Committee given Ian’s role as Head of Pensions at Nationwide who have 
around 12,000 employees who are Aviva pension customers.

In addition, we will continue to seek further employer feedback and we will also challenge 
Aviva to provide greater help to constrained or disengaged employers, so they can promote 
greater pension awareness with employees.

Consistent approach to all customers – We continue to have concerns that Aviva is not 
providing a consistent approach to all customers and that legacy members are not getting the 
same quality of service.
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7. Product Design and Suitability

It is important that Aviva review all their workplace pension policies to ensure their design 
meets the needs and expectations of members and governance standards. This is part of 
Value for Money.

Many areas of legislation have changed in the recent past. For example, the options you have 
when you take your benefits at retirement have changed considerably over the last few years. 
Previously you had little choice and had to take part of your fund as cash with the rest going 
to buy you an annuity. Now, you have the choice to take an annuity, take all or part of your 
fund as cash, or to use flexible drawdown where you can take cash and an income when you 
want, rather than as a set monthly amount. The IGC regard it as particularly important that all 
members are aware of this and can easily use these new flexibilities in the way that suits their 
own circumstances.

Product Governance Framework

Aviva operates a robust and comprehensive product governance framework whereby all 
products, whether pension, protection or investment products are assessed for suitability 

and value for money. We have been shown how this process works across Aviva and we are 
comfortable that the process provides an extra layer of protection to all customers when 
looking at product features and suitability.

There are various internal committees within Aviva which have roles connected with product 
design and suitability. Some of these of particular relevance include:

• Product Governance Forum

• Proposition Development Forum

• Internal Customer Investment Forum

• External Customer Investment Forum

• External Fund Governance Group

• Board Investment Committee

Non-Marketed

Currently 
Marketed 

Very  
Poor Poor Reasonable Good Excellent
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The IGC has assessed the Terms of Reference for the main committees. Members of 
committees present to IGC meetings on key relevant areas they have looked at. In the coming 
year the IGC will see further the operation of these committees and their role in the evolution 
of product design.

The product governance process ensures that all policies are reviewed in entirety at least 
every five years, although changes in legislation and practice elsewhere will lead to changes as 
required between this main product review timetable.

A large structure of groups within Aviva considers design. The IGC will consider further the 
resulting effectiveness and how this benefits you.

Lifestyling and accessing pensions freedoms

The IGC sees the ability of all members to access the range of pension freedoms which have 
been allowed since April 2015 as a high priority. Aviva shares the ambition that all members 
should be in products upgraded to achieve this or have an effortless journey to transfer into 
such a product.

Progress towards this aim has been made, with a small proportion of members not in this 
position already. There is a plan to fully achieve this aim soon, but the IGC is disappointed 
that four years after pensions freedoms were introduced this remains incomplete and the 
remaining timetable will take some time. The IGC acknowledges that upgrading products or 
enacting transfers to other products takes time and urges Aviva to continue resourcing this 
project strongly.

There are a number of members in lifestyling investment fund designs targeting annuity 
purchases at retirement age. Data shows purchasing annuities at retirement has become a 
rare choice for retirees and the IGC and Aviva agree the programme to deal with this should be 
accelerated and completed.

This workstream is detailed in terms of communication and engagement with members.  
The number of members is substantial in nominal terms but small as a proportion of the total 

workplace pension members. Approximately 55,000 members still need to be contacted to 
address the issue and be provided with options for other lifestyling models or a default of 
moving to a more modern lifestyling profile.

Aviva has a timetable to address this before the end of 2019 and the IGC see this as a priority 
matter and will assess the progress through the year. The IGC welcomes the drive to complete 
this although consider it could have been addressed sooner.

Customer transfer programme

There are also pension customers who do not have access to a cash lump sum or flexible 
drawdown in their current pension product. Customers wishing to access their pension in this 
way would need to transfer to another Aviva product or to another provider which could lead 
to the loss of any guarantees or bonuses which their Aviva pension gives them.

The customer transfer programme to modern products referred to in the section on product 
costs and charges will help address this, but only over the medium term. It will also ensure 
that some of the newer features and facilities will be available to these customers. Once 
transferred, the level of charges for members transferred will be generally much lower, too.

Therefore, for a whole host of reasons including product design, the IGC encourages this 
programme of customer transfers and is asking Aviva to be ambitious in the timetable.

With-profits committee

The Chair of the with-profits committee has furnished details and discussed the matters 
considered by that committee. This is likewise a small proportion of workplace pension 
policies.

The IGC are clear that the with-profits committee is ensuring value for money for with-profits 
members and challenging Aviva and the investment fund managers on relevant aspects of the 
performance of the policies.
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8. Investment choices and returns

The return achieved on your investments alongside the underlying charges that apply are both 
key factors when looking at the value that Aviva’s pension plans deliver for you. During 2018, 
we saw continued growth in many investment markets during the first nine months or so, but 
with some significant falls in the last three months which led to negative returns.

Overall, the IGC believes that Aviva’s pension plans continue to deliver reasonably good value 
for policyholders although some matters could have been dealt with more quickly.

The performance of Aviva’s default funds in 2018 was competitive with other provider funds and 
has delivered good risk-adjusted returns over longer periods of time. The details are shown below.

Some of you will be invested in a default fund designed by your employer’s adviser and the 
returns achieved may be different to those shown below for Aviva’s standard default funds. 
The reason for any differences in investment returns may be down to the different types 
of assets in the fund, how the investment managers performed or other changes that may 
have been made by your employer. In addition, you may have chosen to invest in other funds 
available under your pension plan. We have shown below the investment returns achieved by 
the ten largest funds available from Aviva.

Update on changes to the Aviva default funds

In our 2018 report we set out details of the changes that Aviva intended to make to their 
default solutions. The Aviva defaults currently cover around a million existing workplace 
pension members. The default solutions are: “My Future,” “My Future Plus” or “Future Focus”. 
The changes taking place were because Aviva had designed new solutions to replace the 
existing defaults and achieve consistency in what is offered to its workplace customers.

The new default funds are:

My Future Focus - which aligns the existing solutions of My Future Plus and Future Focus 
and will invest in both passively and actively managed funds, with Aviva Investors Multi-
Asset investment team being responsible for deciding the allocation between the different 
asset classes (such as company shares - or equities - and bonds).

My Future - which will invest in passively managed funds, with BlackRock Investment 
Management Limited being responsible for deciding the allocation between the different 
asset classes (such as company shares – or equities – and bonds).

Non-Marketed

Currently 
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Poor Poor Reasonable Good Excellent
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The key drivers for changing the default solutions were to enhance the management of the 
asset allocation, while continuing to target a defined level of volatility to enable the funds used 
within each solution to deliver an appropriate level of return.

Over the longer term these changes are intended to produce higher returns, through a higher 
allocation to global equities, without adding too much additional risk. The difference in asset 
allocations can be seen in the following table, which focuses on the key funds within each 
solution (the Growth and Consolidation Funds).

Please note these allocations are indicative at the time of writing and may be different when 
the changes are made. Your IGC will continue to pay close attention to the performance of the 
default funds and crucially how the revised asset allocation is delivering.

My Future My Future Growth

Asset Class Current allocation Future allocation

UK Equities 30.0% 9.6%

Overseas Equities 37.1% 71.6%

UK Government Bonds (Nominal) 20.2%

UK Government Bonds (Inflation-Linked) 6.7%

UK Corporate Bonds 6.0% 5.8%

Overseas Government Bonds 13.0%

Cash

Total 100.0% 100.0%

My Future Consolidation

Current allocation Future allocation

6.1% 3.1%

12.5% 22.1%

37.5% 21.0%

14.4%

29.8% 33.8%

15.0%

5.0%

100.0% 100.0%
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My Future Focus (My Future Plus moving to My Future Focus) My Future Focus Growth

Asset Class Current allocation Future allocation

UK Equities 34% 4%

Overseas Developed Market Equities 33% 49%

Emerging Markets Equities 5% 12%

UK Government Bonds (Nominal) 7% 0%

UK Government Bonds (Inflation-Linked) 2% 6%

UK Corporate Bonds 2% 9%

High Yield Bonds 5% 4%

Emerging Market Bonds 5% 6%

Commodities 6% 0%

Property 5%

Cash 5%

Total 100.0% 100.0%

My Future Focus Consolidation

Current allocation Future allocation

14% 1%

3% 11%

0% 3%

40% 0%

13% 18%

12% 29%

5% 2%

5% 4%

9% 0%

8%

24%

100.0% 100.0%
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Future Focus moving to My Future Focus My Future Focus Growth

Asset Class Current allocation Future allocation

UK Equities 4% 4%

Overseas Developed Market Equities 53% 49%

Emerging Markets Equities 8% 12%

UK Government Bonds (Nominal) 11%

UK Government Bonds (Inflation-Linked) 6%

UK Corporate Bonds 15% 9%

High Yield Bonds 4%

Emerging Market Bonds 6%

Property 5%

Cash 9% 5%

Total 100.0% 100.0%

My Future Focus Consolidation

Current allocation Future allocation

3% 1%

32% 11%

5% 3%

23%

18%

26% 29%

2%

4%

8%

11% 24%

100.0% 100.0%

Although Aviva had planned to implement the changes to My Future in mid-2018, due to the dependency on internal fund related projects the changes have been put back to between May and 
August 2019. Although we are disappointed that this delay has been incurred, we understand that Aviva has multiple platforms that will be impacted and the need to do this only once is very 
important if there is to be no disruption to your pension plans.
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Investment Governance

Aviva continues to exercise good governance over the investment funds offered to members 
of both existing funds and the introduction of replacement or new funds. In our report 
last year, we highlighted the process and requirements that need to be met if employer or 
adviser-designed default funds are to be offered to members.

Those requirements still apply:

When considering the suitability of these funds, Aviva’s governance review specifically covers:

• Whether any of the funds proposed for use within the default are:

 – on the Aviva Watchlist of funds where performance or management is a concern

 – subject to an outstanding fund event or corporate action

 – pending removal

 – With Profits, as this cannot be used

•  Whether the suggested name of the default strategy provides a fair reflection of its risk/reward 
profile and uses terminology appropriate for the scheme members.

•  The number of funds within any one stage. Further rationale is sought from the adviser for any 
proposals including more than 5 funds in any phase, as this may be deemed too complex.

•  Whether the default is compliant with the regulatory charge cap.

•  The approach must include at least 1 growth phase and at least 1 de-risking/consolidation 
phase.

•  The de-risking/consolidation phase should normally feature a smooth glide path aiming to 
either reduce volatility or help preserve the level of income in the run-up to retirement.

Once an adviser-created default has been accepted and implemented, Aviva will undertake a 
governance review at least once every 2 years.

Some highlights from the last year include:

Investment Returns

In our previous reports we highlighted the investment returns delivered under Aviva’s default 
funds. This year we thought it would be helpful to show how the growth fund (so the fund 
in which your contributions are wholly invested until you reach a certain point before your 
selected retirement date) of Aviva’s default solutions compare with other pension providers in 
the market. When looking at the tables below, it is important to consider the volatility of the 
fund (left hand column) and the investment return (right hand column).

Volatility is the risk that your investment will fluctuate in value over time. A fund with a higher 
level of volatility will fluctuate more than a fund with lower volatility. Funds with higher 
volatility will generally also involve more risk because they will have greater exposure to 
assets which historically have shown greater variability of returns such as equities (company 
shares) with the aim of producing higher investment returns over the longer term. Table A and 
Graph B illustrate this point in practice.

You will see that Aviva’s default funds offer neither the highest volatility nor the lowest. So, the 
return achieved is consistent with the balanced position that Aviva is seeking to maintain. 
Aviva needs to consider what level of risk it wishes to take on your behalf but at the same time 
produce good investment returns on your money over longer periods.

There were 20 new employer designed default solutions added to the Aviva platforms.

Aviva removed 21 funds either due to underlying performance or other failures of funds to 
meet governance checks. Where any changes like this are made, Aviva will have written out 
to all affected policyholders.

£220m across 20,000 policyholders was moved into Aviva designed defaults as part of the 
move away from solutions that target annuity purchase. In addition, £200m across 7,000 
policyholders in adviser designed default solutions were changed to move away from 
targeting annuity purchase. 
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Name 3 year volatility to 
31/12/2018

Investment Returns 
per annum – 3 years to 

31/12/2018
Aviva Diversified Assets II 7.6 7.8

Aviva My Future Growth 7.8 8.4

Provider 1 6.6 8.4

Provider 2 7.9 8.2

Provider 3 10.0 8.4

Provider 4 5.2 3.5

Provider 5 9.1 8.8

Provider 6 5.9 5.4

Provider 7 10.1 9.3

Table A – Volatility level and investment returns over the last 3 years
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Risk & return for default growth fund, 3 year annualised to 31/12/2018
Aviva Diversified Assets II

Aviva My Future Growth

Provider 1

Provider 2

Provider 3

Provider 4

Provider 5

Provider 6

Provider 7  

Source: FE and Aviva. Performance is gross of charges.

We believe that the default funds have continued to deliver respectable returns for Aviva’s customers without taking extreme positions of risk. Aviva’s decision to shift the asset mix towards 
more equities within the default funds in the expectation of improved returns will be kept closely under review by the IGC.

We are comfortable that the switch to BlackRock for asset allocation of the “My Future” default solution has been carefully considered by Aviva. We will be monitoring both the implementation 
and the results which are generated on the portfolios.

Please be aware that past performance is not a guide to future returns.

Of course, many of you will not be invested in Aviva’s default funds, choosing instead to invest in funds that you self-selected. Below are the performance figures for the top ten funds for 
workplace pension customers by the size of assets held. Many of these funds have also been used within employer-designed defaults or having formed part of legacy Aviva default funds. 

Graph B – Performance of Aviva default funds compared to other pension provider’s 
default funds
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Investment return to 31 December 2018 1 Year % age return 3 Years % age return  
per annum 

5 Years % age return  
per annum

Av Balanced Index Fund Of Funds -3.53 7.5 6.29

Av BlackRock (50:50) Global Equity Index Tracker -7.37 8.82 6.98

Av BlackRock (60:40) Global Equity Index Tracker -7.48 8.21 6.25

Av BlackRock Consensus -4.38 7.51 6.4

Av Managed -6.52 5.17 4.73

Av UK Equity -6.58 7.29 3.57

Av Mixed Investment (0-35% Shares) -3.11 4.56 5.10

Av Mixed Investment (20-60% Shares) -5.07 4.80 5.05

Av Mixed Investment (40-85% Shares) -6.81 5.74 5.63

Av Global Equity -6.78 8.77 8.34

Source: FE, Aviva. Performance is gross of charges.

Graph B – Performance of 10 largest funds

Fund performance
Returns over the past 12 months are disappointing if considered in isolation. Overall, 2018 was a poor year for most stock markets. The first nine months saw positive returns, but the last quarter 
saw a significant fall of around 10% or more across most markets. This resulted in the overall returns for the year as shown in the table above. The Aviva funds’ returns were similar to other 
comparable pension providers in the year. Pension savings are a long-term investment and shouldn’t be viewed or decisions made based on short term fluctuations in the markets. As the table 
shows, the returns over three and five years show good returns, despite the short-term falls.

Following the significant falls in the final three months of 2019, markets bounced back at the start of 2019. This resulted in many funds recouping most of the losses they had sustained during 2018. 
For example, the Aviva Mixed Investment (40%-85% shares) and Aviva Global Equity funds, which fell by 6.81% and 6.78% respectively over the course of 2018 had risen by 5.35% and 5.99% between 
the start of the year and 8 March 2019.

The funds are measured against volatility targets and are performing as designed and expected within the context of market conditions over the past 1 and 3 years. Performance has been 
favourable against comparable funds and relative to cash and inflation plus ‘targets’.

With the main default funds evolving through 2019 the IGC will be looking to discuss with Aviva further benchmarks for some of the investment funds for future performance measurement. 
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Investment transaction costs - Transaction costs is the term used to describe the costs 
of buying and selling shares and other assets, which you incur when you invest in a fund or 
funds. These costs are important because they impact the overall return you receive on your 
pension savings. You would not normally see these costs as they are reflected in the day to 
day changes in fund unit prices. However, as part of a broader push for greater transparency 
and to help assess value for money the Financial Conduct Authority (FCA) has been working 
on a disclosure method for these costs.

In early 2018, the Financial Conduct Authority (FCA) issued its views on the method that 
pension providers should use to report on transaction costs. Over the past year Aviva has 
been working with fund managers to gather information for reporting these costs.

A full summary of the transaction costs incurred by Aviva’s auto-enrolment default funds 
during 2018 are shown in the Appendix. These are based on the figures provided to Aviva by 
the fund managers.

There is no standard way of calculating these implicit costs. The FCA has stipulated that a 
calculation methodology called ‘slippage cost’ should be used. This calculates the difference 
between the expected price of trading a fund’s underlying investment, such as company 
shares or bonds, at the time the order is raised by the fund manager and the price at which the 
trade is executed on the relevant market.

One consequence of this calculation method is that, rather than generating a cost, it can 
result in a profit (also known as a ‘negative cost’). This can happen, for example, when the 
actual price paid in buying an investment is lower than the expected price.

You will see from the Appendix that most of the transaction costs are in the range of -0.21% 
to +0.10 %. These costs would normally be in addition to the Annual Management Charge 
(“AMC”) that applies to different funds.

The overall conclusion from these figures is that the transaction costs are in total not 
significant but the IGC will be reviewing comparator figures and how the costs evolve over 
time to ensure that members only pay competitive charges on their funds.

My Future: changes and transaction costs

Changes that Aviva will be implementing to the My Future solution will incur transaction 
costs - these are the costs associated with buying and selling the underlying investments 
used by My Future. Aviva estimates these costs will be 0.10% across the My Future funds, with 
the actual cost not known until after the changes have been completed. These costs will be 
borne by members invested in the My Future funds, and Aviva has informed the IGC that they 
estimate that these charges will be covered by the improved investment returns that the 
remodelled My Future will deliver over the next 12-18 months.
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9. Environmental, Social & Governance factors (ESG) 
The importance of ESG

The importance of Environmental, Social and Governance (ESG) considerations in creating 
long term value of investments has been at the heart of Aviva’s investment decisions for over 
a decade. Over that time, Aviva has sought to advocate for recognition and inclusion of these 
value factors in the rules and guidelines around investment decision making by policymakers 
and regulators. It has also engaged with companies in seeking to change current practices 
and creating more sustainable business plans.

The IGC is supportive of the ESG actions taken so far by Aviva. There are major ESG issues to 
consider in the future and we are pleased to say Aviva is assessing these. There are many ways 
in which further ESG measures could be taken which all have varying degrees of additional 
cost and potential impact. These are not straightforward areas to balance and we look 
forward to debating these further with Aviva.

Highlights of ESG actions affecting members

To enable Aviva to use its influence to a greater extent on behalf of our customers, in February 
it secured the voting rights to the shares held in a range of funds passively managed by 
BlackRock and which are included in the existing My Future and My Future Plus default 
options. These rights will be exercised by the Aviva Investors Global Responsible Investment 
team going forward. Further opportunities to enhance this offering are being considered in 
2019. This is an important way to maximise Governance influence within passive investment 
funds.

In April 2018, Aviva brought the Stewardship Funds back in-house to be managed by Aviva 
Investors fund managers. The investment philosophy of the funds is to give customers the 
opportunity to provide a secure future for themselves and their families while contributing 

to a sustainable long-term for the future around us. This is achieved by excluding companies 
that do not meet certain ethical standards or that harm society or the environment, and by 
supporting companies that make a positive contribution to society and, encourage better 
business practices through shared ownership and dialogue. Aviva is exploring how they can 
make these funds more easily accessible to workplace pension customers.

Aviva has also added a number of ESG funds to its platforms to further widen customer choice 
for investing in areas that reflect their values (e.g. we added the LGIM Future World fund in 
2018 to add to the Columbia Threadneedle UK Social Impact Bond in 2017.

The IGC has an annual agenda item to learn of the latest actions taken by Aviva in respect of 
financially material considerations including environmental and climate change, social and 
governance considerations that we consider to be financially material. This is also discussed in 
our meetings generally throughout the year.

Environmental issues

Over the past year, Aviva has welcomed interventions by the government and regulators in 
this area. These have included the government’s Environmental Audit Committee surveying 
twenty-five of the largest trust-based pension schemes and highlighting the need for further 
awareness among trustees, the Department of Work & Pensions consultation and the FCA’s 
climate change and green finance discussion paper, both of which Aviva and Aviva Investors 
have responded to. We look forward to further smart regulation and guidance on disclosure 
from these stakeholders.

Aviva Investors has had substantive stewardship engagements with 502 companies in 2018. 
This includes direct interactions with companies, both on an individual and collective basis 
with other likeminded investors.
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Climate change

Aviva also takes climate change risk very seriously and knows that it will increasingly impact on 
its business and customers over the coming year. So, as well as investing £3bn in low carbon 
infrastructure since 2015, and divesting (because of their expanding coal operations) from 
17 thermal coal mining and power generation companies, Aviva (through Aviva Investors) has 
also engaged with others in the energy sector to encourage the move to a lower carbon future.

Aviva has also considered climate risk in the funds that underly the default investments. Using 
open source online analysis tools to create these baseline graphs has helped understanding 
of how aligned two funds currently are to the Climate Paris Agreement (which attempts to 
prevent the global rise in temperature by more that 2 degrees by 2100).

World ex-UK Equity and Non-Gilt All Stocks Fund - The analysis measures the most and 
least carbon intensive sectors, in this case this equates to 11.8% of the total investments in 
the fund under analysis (“the portfolio”). The graphs show the estimated exposure in 2023 to 
high-carbon and low-carbon technologies for the fossil fuels, power, and automotive sector, 
in both funds.
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Fixed income

Equity

Source: 2ᵒii PACTA tool/ Aviva
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UK Equity Fund - Again, the analysis measures the most and least carbon intensive sectors, in this case this equates to 22.2% of the total investments in the fund under analysis (“the portfolio”). 
The graphs show the estimated exposure in 2023 to high-carbon and low-carbon technologies for the fossil fuels, power, and automotive sector, in both the fixed income and equity portfolios 
of the fund.

It is evident that Aviva is taking further steps to integrate ESG even more strongly into its products to mirror the increasing awareness and demand of such considerations by customers, and to 
reduce the associated risks. The IGC is encouraging this direction of travel.

Source: 2ᵒii PACTA tool/ Aviva

UK Equity
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10. Security: data security and wider security 
Why security matters to the IGC

The IGC is very interested in the security for members in various forms; the security of member 
personal information, the security of investment funds and the financial strength and security 
of Aviva as a workplace pension provider.

Member surveys and research has highlighted that this is one of the features of pensions 
considered most important by members. It is an important part of value for money that 
providers make all continual efforts in these areas.

Data security

Since our last report, GDPR has been enacted in UK law. Aviva undertook an extensive 
programme to incorporate these requirements. Aviva presented its latest compliance and 
information security measures to some of the IGC during the year. We can assure you that 
the security of your information is treated as of the highest priority by Aviva and stringent 
measures are taken to safeguard your data.

The independent auditors noted in their most recent AAF report that they are provided with a 
range of evidence providing reassurance that IT security and updates are managed properly. 
Control reports of cyber attack testing are provided and on the maintenance of systems and 
software. The auditors provided considerable detail on their data security assessment.

Financial strength

The financial strength of Aviva is important to you, because it enables Aviva to be committed 
to developing features and facilities for you. Also, by investing to be a major provider in the 
workplace pensions market enables it to build greater investment funds, which in turn assists 
in securing good prices for investment funds to pass onto you.

In its latest published accounts, Aviva’s financial reserves were 204% of those required under 
international solvency requirements for insurance companies, giving excess reserves over the 
requirements of £12bn. The required solvency amount itself is a very cautious requirement 
before this surplus is considered. The IGC is assured that the financial position of Aviva 
remains very strong, which is of benefit to you.

Cyber security and other threats

Identifying and dealing with cyber security threats: The IGC received a detailed presentation on 
this area. The investment in cyber defence is considerable as is system testing against attack.

The staff training across all sites is detailed and constantly refreshed because human error 
from staff is always a risk for all businesses. Password systems are comprehensive and staff 
are fully aware of security requirements. This is a large endeavour for Aviva due to the high 
numbers of staff. The access to Aviva buildings has rigorous security enforcement.

Financial transactions undergo intensive identification checks and internal checking 
processes before monies are paid out. If you are accessing your own funds and 
documentation is required from you, please understand that these measures are for  
your own security.

There is no complacency from Aviva or the IGC. Information security always requires continual 
effort and development to repel ever increasing sophistication of cyber attacks.

Aviva’s aim is to reach levels of cyber defence equal to any financial institution including 
banking institutions for whom this has always been an area of absolute critical importance. 
Aviva is advancing on a journey in this respect and the IGC will be challenging Aviva for details 
of testing, incidents, how staff training has been enhanced, and other measures.
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11. Progress on 2018 priorities 
In its 2018 annual report, the IGC outlined priorities for the 2018/19 year ahead. These are 
outlined below with our assessment of progress.

Review of commission paid to advisers

This review has continued and has moved from an initial pilot stage to incorporate over time 
all workplace pension members where commission is being paid. The IGC consider good 
progress is being made and encourages Aviva to continue.

Higher charging “Capital” or “Initial” units

Aviva has a plan for these units. The IGC is pleased with the main plan to remove these units 
for members over age 55 and is pleased that there is a committed timetable. However, the 
IGC would like the timetable to be swifter, if possible, and is pressing this point. The IGC would 
also like to see further consideration of extending this below age 55 and is continuing to raise 
this matter. The impact for members under age 55 is nullified by the review of charges on 
retirement or transferring.

A review of exit charges

Exit charges still apply for a small number of workplace pension members if they transfer away 
from Aviva before age 55. Although it affects few members, the impact can be significant when 
such a charge applies. There has been no change over the year on this issue and this remains 
an area which the IGC continue to ask Aviva to reconsider. It means that the review of charges 
on exit which places a 1% per annum effective charge after 1 January 2017 does not allow for 
these charges, although the impact was already effective prior to that date if a member had 
exited before then. It also can lead to a jump in transfer value at age 55 compared to age 54.

Implementation of a new default fund

The IGC has received details of the intended new default funds and their design which we 
believe is positive for members. While understanding that it is not straightforward to make 
changes, the IGC would have liked to have seen greater progress, although this is now 
timetabled for 2019 to be completed between May and August. Progress has been a little slow, 
but this should soon be complete.

Availability of pension freedoms

As described in our section on product design and suitability, the availability under current 
workplace pension contracts is not yet universal. The IGC encourage the programme of 
addressing default funds targeting annuity purchase in 2019 and the customer transfer 
programme to be embarked upon with sufficient resourcing and commitment. Progress has 
been slow but comprehensive future plans have been timetabled.

Disclosure of transaction costs

This has been an area of considerable improvement over the last year. Following the 
requirement to compile costs from January 2018 onwards using a method prescribed by the 
FCA, figures for 2018 have been forthcoming for most investment funds enabling the IGC to 
assess these costs.
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12. Priorities for 2019 
As the IGC noted in previous reports, members in modern products (used to support 
auto-enrolment) and new policies are receiving good value for money in most areas. There 
remains the continual challenge to improve member engagement and to continually refine, 
optimise and implement evolving default investment funds.

Members in older policies have seen considerable improvements and most have received 
reductions in charges where these were above 1 per cent per annum and the benefit of 
modern design and features developed by Aviva. However, in some cases there are areas 
where further work from Aviva is needed, or changes already agreed need pushing through 
and completed.

Here are some of the areas highlighted in this report where we are looking for progress from 
Aviva in the next 12 months:

–  To consider exit charges for members who exit below age 55 further where these remain in 
a small proportion of workplace pension contracts.

–  Timely completion in 2019 of projects to remove capital units for members over age 55 
and engaging with members in default funds targeting annuity purchase at retirement to 
offer alternative default arrangements.

–  A strong commencement to the customer transfer programme of moving members from 
older contracts into newer contracts thereby leading to a series of improvements. This is 
vital and a high priority for the IGC.

–  Development of further management information for employers of workplace pensions: 
to achieve a similar level of reporting as is normally the case for trustees of occupational 
pension schemes.

– Final implementation of the new default funds.

–  To take forward integrating ESG principles further into the main default investment funds 
and wider ESG considerations.

–  To progress the removal of commission from older products not being used for 
auto-enrolment.

–  To develop and implement further engagement methods to increase member 
engagement. The pipeline of developments is strong, but we would like continuation of 
the current commitment to implementation.

–  Further development of investment solutions including ‘to and through” investment 
pathways at retirement age.

In our next report we will tell you how Aviva has progressed in all of these areas.
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13. About your IGC members 
Colin Richardson (Independent Chair)

Colin joined the IGC (representing PTL Governance Limited) as Chair in July 2018 and has 
been at the centre of modern defined contribution (DC) pension governance in the modern 
era. Colin has chaired the Aviva Master Trust since 2014 and has formerly been a member of 
other IGC’s (Aegon and Blackrock) and other Master Trusts. Colin also chaired for 3 years the 
PTL Governance Advisory Arrangement undertaking the IGC role for 14 small group pension 
providers.

Colin also acts as trustee for several employer DC pension schemes and was Pensions Insight 
DC professional trustee of the year in 2017. Colin also acts as a trustee for defined benefit (DB) 
pension schemes and has helped construct new standards for professional trustees. Colin is 
an actuary who moved into pensions governance after 25 years in pensions actuarial work

Colin says “the value for money for pension members has been steadily improving in recent 
years in many respects including charges, internet facilities, evolving investment funds, 
higher quality administration, transparency and a striving for improved communications. 
Nonetheless, there remains a continual challenge for improvement and considerable scope 
for further development. There is also a challenge that long-standing members enjoy the 
benefits of improvements as well as new members for which all pensions providers compete 
heavily for.”

Colin lives in North Yorkshire although work is based in many places and enjoys reading, 
various sports, socialising and economics.

Robert Talbut (Independent Member)

Robert served as Executive Director and Chief Investment Officer for Royal London for 10 years 
between 2004 and 2014, developing an investment team which delivered outstanding 
investment performance during his time there.

He has worked in an executive capacity within the insurance and asset management 
industries for over 30 years and has directly managed various client portfolios both in stock 
selection and asset allocation together with overseeing the management of whole asset 
management businesses. Robert has a particular interest in how investment managers 
demonstrate added value over client benchmarks and how through good quality corporate 
governance processes they can hold corporate management to account. For the last few 
years he has developed a portfolio of non-executive and advisory roles covering asset 
management, insurance, pensions and charities.

Robert is married with four children, three of whom now live away from home with one still at 
university, allowing him more time to enjoy his interests which include travel, most sports and 
the theatre.

Marcia Campbell (Independent Member)

In all her roles, Marcia has pushed technology and simplicity to help employees understand 
and improve their pensions.

Marcia is an independent non-executive director with over 30 years experience in the financial 
services industry, with roles covering pensions administration, strategy, IT and operations. 
She is currently on a range of Financial Services company Boards spanning banking, asset 
management and insurance. The main part of her executive career was with Standard Life.

Marcia lives in Edinburgh with her family and is actively involved in the local Women in 
Banking and Finance group, mentoring young executives and small businesses.
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Ian Baines (Independent Member)

Ian is an experienced pension professional who has helped manage many workplace 
pensions plans for several large UK employers. He is currently head of pensions at Nationwide 
Building Society.

Ian and his team at Nationwide are passionate about providing a quality service to the trustee 
boards, stakeholders and pension plan members they support. At the heart of this is a desire 
to help pension members understand better and engage more with their pension savings so 
they can maximize their financially security at retirement.

Ian says, “the pension savings industry needs to be better at helping savers and for 
me this includes embracing technology to deliver regular, personalised and above all 
simple messages which nudge people to take action or which signpost sources of further 
information, help etc.” 

Outside work Ian lives in the Essex countryside spending as much time with family & friends, 
walking his dogs and going to the odd football, cricket and rugby match.

Gurmukh Hayre (Independent Member)

Gurmukh has been in the pensions industry for over 35 years. He has worked with two 
leading pension providers and spent 28 years with KPMG advising employers and trustee 
boards on all areas of pensions including administration, risk management, investment and 
communications strategy.

He is now a professional independent trustee and governance advisor for both defined benefit 
and defined contribution schemes.

Gurmukh says he is “pleased to see that the pensions regulator is at last giving more focus 
and attention to defined contribution pension savings to ensure they deliver value and good 
outcomes for members”.

Gurmukh is a passionate cyclist in his spare time and enjoys coaching his sons to play decent 
Hockey.
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14. Jargon Buster
Auto-enrolment/Auto-enrolled
Starting from October 2012, all employers are required to offer a workplace pension scheme 
and automatically enrol eligible workers into it.

Allocation rate
This describes the amount of your pension contribution invested in to your pension. For 
example, if you pay £100 each month and your allocation rate is 95% this means that £95 is 
invested in your pension and £5 is taken in charges. The allocation rate you received depends 
on the age of the pension product you have and how long you have been paying into it. The 
majority of currently-marketed pensions have allocation rates of 100%.

Charges
Are levied on scheme members with the most common charge often referred to as the 
“annual management charge” (AMC). This is the price you pay for holding the product and is 
usually expressed as a % per year. E.g. if you are invested in a fund with an AMC of 0.75% then 
this means that you’ll pay 75p a year for every £100 invested in it. Other types of charges may 
also apply, especially on older products.

Charge cap
This is the maximum charge that can be applied to a default fund. A charge-cap of 0.75% per year 
was introduced in from April 2015.

Commission
Means payments (sales commission) that are deducted from your pension plan and paid to 
financial advisers.

Costs
Are typically related to investment related activities carried out by fund managers. These 
costs are not explicitly levied on you (i.e. they are not included in the AMC), but they are 
included in the net returns achieved by fund managers.

Customer Satisfaction (CSAT)
This is one of the measures Aviva uses to gauge customer satisfaction. The question used to 
help determine this is “How satisfied are you with the service you received from Aviva?” The 
scoring uses a 0-10 scale. All customers scoring between 0-6 are classed as detractors and 
7-10 are classed as promoter. The CSAT score is calculated by subtracting detractors from 
promoters.

Default fund(s)
Scheme members who do not choose a particular investment fund or funds have their money 
invested in a default fund. The default fund will usually consist of a small number of funds 
which in combination, are sometimes referred to as a strategy.

Deferred members (scheme leavers, leavers)
This is where a scheme member has left their employer and their pension plan is no longer 
part of their former employer’s workplace pension scheme.

Ease of doing business
This is another measure Aviva uses to gauge customer satisfaction. The question used to 
help determine this is ‘based on your recent experience, how easy was it to achieve what you 
wanted to on this occasion?’ Aviva’s ‘Ease’ score is calculated by taking all customers who 
scored 0-6 and subtracting this from the customers who scored 7-10.

Financial Conduct Authority (FCA)
The FCA regulates financial firms providing services to consumers and maintains the integrity 
of the UK’s financial markets. It focuses on the regulations of conduct by both retail and 
wholesale financial services firms.
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Loyalty Bonuses
These can take many forms and depend on the type of pension you have. Loyalty bonuses are 
usually paid upon your pension maturity date and provide you with some additional benefit 
which increases the value of your pension pot.

Net Promoter Score (NPS)
NPS or Transactional Net Promoter Score (TNPS) is a measure Aviva uses to gauge customer 
satisfaction. The question used to help determine this is “Based on your most recent 
experience how likely is it that you would recommend Aviva to a friend or colleague please use 
a scale of 0-10 where 0 is not at all likely and 10 is very likely”. The TNPS score is the number 
of customers who have given a score between 9 and 10 minus the number of customers 
that have given a score between 0-6. Scores between 7-8 are classed as passive and are not 
included in the TNPS score.

Pension Freedoms
Pension freedoms are sometimes referred to as ‘pension flexibilities. They give you more 
choice over how you take your pension.

Policy fees
This described a charge which may be taken from your pension each month to cover the cost 
of administration.

Reduction in Yield (RIY)
Put simply, it’s a way of expressing the effect the total charges on a pension policy will have on 
its potential rate of growth. It’s a handy tool for comparing the cost of one policy with another. 
Here’s an example: Let’s say that your pension policy has a projected investment return (or 
‘yield’) of 4% a year. If all the charges on that policy brought its projected return down to 3%, 
it would have a ‘reduction in yield’ of 1%.

Scheme member
Essentially this is you, as you are a member of the workplace pension scheme.

Stakeholder pension schemes
These were introduced in 2001. Originally the maximum annual charge was 1.0% of the fund 
value each year. Since 2005 this has increased to 1.5% of the fund value for each year until 
the 10th year and 1% thereafter. The actual charge members pay is determined on the terms 
agreed by their employer and the pension scheme provider.

Transaction Costs
This is the term used to describe several costs which can occur when you invest in a fund or 
funds. These costs are important because the level of them impacts the overall return you 
receive on your investment.

Workplace pension scheme
This is the type of pension which your employer, or if you are a deferred member, your previous 
employer, has set up and which you are a member of.
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Appendix 
Summary of investment transaction costs
Transaction costs is the term used to describe different costs which you can incur when you 
invest in a fund or funds. These costs are important because they impact the overall return 
you receive on your investment.

The way these costs may be incurred can be summarised as follows:

1. Those incurred by the fund in, for example, buying and selling the shares or bonds it holds.

2. Those incurred when you buy into a fund or sell out of a fund.

The types of transaction costs can be separated into two categories:

Explicit costs

Costs incurred by a fund when executing a transaction, including tax (such as stamp duty), 
broker commissions (fees charged by a broker to buy and sell the underlying investments held 
by a fund) and exchange fees.

Implicit costs

These costs are not directly identifiable (hence the use of the term ‘implicit’) and can include 
the difference between the buy and sell price of an investment (known as the ‘spread’) and 
the movement in markets because of the execution of a large order (‘market impact’).

There is no standard way of calculating these implicit costs. The FCA has stipulated that a 
calculation methodology called ‘slippage cost’ should be used. This calculates the difference 
between the expected price of trading a fund’s underlying investment (e.g. company shares or 
bonds) at the time the order is raised by the fund manager and the price at which the trade is 
executed on the relevant market.

One consequence of this calculation method is that, rather than generating a cost, it can 
result in a profit (also known as a ‘negative cost’). This can happen, for example, when the 
actual price paid in buying an investment is lower than the expected price.

While these costs are important, they should not be looked at in isolation but should be 
viewed within the context of the performance of the fund or funds in which you invest as these 
costs are, ultimately, reflected in the performance of the fund (i.e. they’re not deducted from 
your pension savings).

The first table below shows the transaction costs incurred by the component funds of the 
Aviva auto-enrolment default solutions (My Future, My Future Plus and Future Focus). The 
second table shows the transaction costs incurred by the 10 largest funds (excluding the 
component funds of the auto-enrolment default solutions) by assets under management. 
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Fund Total transaction costs %

Diversified Assets Fund I -0.21

Diversified Assets Fund II -0.12

Diversified Assets Fund III -0.09

My Future Growth -0.01

My Future Consolidation -0.07

My Future Annuity -0.08

My Future Cash Lump Sum -0.06

My Future Drawdown 0.04

My Future Plus Growth -0.05

My Future Plus Consolidation -0.04

My Future Plus Annuity -0.02

My Future Plus Cash Lump Sum -0.02

My Future Plus Drawdown 0.02

Fund Total transaction costs %

Av Balanced Index Fund of Funds 0.02

Av BlackRock (50:50) Global Equity Index Tracker 0.01

Av BlackRock (60:40) Global Equity Index Tracker 0.03

Av BlackRock Consensus -0.02

Av Global Equity -0.01

Av Managed 0.09

Av Mixed Investment (0-35% Shares) -0.04

Av Mixed Investment (20-60% Shares) 0.00

Av Mixed Investment (40-85% Shares) 0.03

Av UK Equity 0.05

Transaction costs for the component funds of Aviva’s  
auto-enrolment default solutions

Transaction costs for the 10 largest funds by assets under management (AUM) (excluding the 
component funds of the auto-enrolment default solutions)
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