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Chairman’s statement
“We’
ve put in
place strong
standards and
collected extensive
information so
we have a full
picture of Aegon’
s
performance in the
key areas that you
have told us are of
most importance
to you.”
I am pleased to share with you the fourth annual report from Aegon’
s
Independent Governance Committee.

Over the last 12 months, the number of customers we seek to ensure are receiving value for money has
increased substantially. This is largely because Aegon successfully completed the transfer of 140,000
customers from the BlackRock group pensions business. The membership of our IGC has also changed,
but what remains unchanged is our commitment to work with and challenge Aegon UK (referred to as
Aegon in this report) to focus on delivering the best outcomes possible for you.
Over the last four years, we’ve put in place strong standards and collected extensive information so we
have a full picture of Aegon’s performance in the key areas that you have told us are of most importance
to you. These cover the service and support Aegon provides to you, the charges taken from your pension
fund, the performance of the funds you invest your money in, how Aegon communicates with you and the
security of your money and data.
All these areas are critical elements in making sure your pension offers value for money and provides good
customer outcomes. We monitor Aegon’s performance closely in all these key areas. Our findings and
conclusions on the delivery of each Value for Money principle are set out in detail in this report.
As part of this, we selected some specific areas to focus on this year:
• We gathered information on the total costs and charges of the funds you invest in, including new
information on fund-level ‘transaction costs’, to gain a fuller insight on whether these offer fair value,
compared to overall investment returns.
• We studied the outcome of an Aegon communication review to understand how this is being used to
improve communications with you, Aegon’s customers, to help you better understand and ‘engage’
with your pension.
• We spent time understanding the results of Aegon customer research and how it is using the findings
for the benefit of Aegon’s customers.
• We closely monitored the strategic developments across Aegon, identifying where these can
benefit workplace customers and ensuring Aegon remains focused on delivering value for money
to workplace customers.
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This year we have provided a shorter report alongside our full report which
provides an overview of our work during the year and our conclusions. We
hope this will make our conclusions more accessible to you, Aegon’s customers.
Overall our IGC believes that Aegon is delivering value for money to workplace
customers, but more needs to be done in some areas. We are encouraged by
the steps taken to improve communications to help customers better engage
with their pensions. We want Aegon to extend these improvements to every
one of its workplace customers and we’ll continue to challenge Aegon to do so.
In order to assess the value for money of fund level transaction costs, we need
information from fund managers. We are conscious that across the industry,
some fund managers have found it difficult to provide the required data in
this first year of the new rules, and it has taken longer than we and others had
hoped to get the right systems in place to provide this information. We are
satisfied these systems are now in place to provide a regular flow of data to
allow the IGC to carry out robust analysis going forward. Our initial conclusion
is that on the information available to us so far, the total costs you pay for the
funds Aegon offers you are reasonable and in line with what we would expect
relative to the market.

“Overall our
IGC believes
that Aegon
is delivering
value for money
to workplace
customers, but
more needs to
be done in some
areas.”

Over the next year we will continue to challenge Aegon to make further improvements with particular
focus on:
• Monitoring closely the total costs and charges of the funds you invest in compared to the investment
returns you receive, and how these compare with similar funds available in the market
• Reviewing what further improvements Aegon is making to communications and how many more
workplace customers are benefitting from these
• Making sure Aegon’s new partnership with the customer service supplier for ‘Existing Business’
customers is also focussed on delivering value for money to customers. You’ll find more information
on this in Section 1.
I would like to express my thanks to my fellow IGC members and to the Aegon employees for their ongoing
support for our IGC activities and their co-operation in responding constructively to our challenges.
As always we are very keen to hear from Aegon’s customers, to understand your needs and opinions,
and to drive a better outcome for all Aegon’s workplace customers. You can share these by emailing us
at igc@aegon.co.uk.

Ian Pittaway

Chairman of Aegon’s
Independent Governance Committee
Sadly I must report the death of Linda Woodall during the year. Linda joined the IGC in May 2018 and
made an immediate valuable contribution by bringing a wealth of consumer and regulatory experience.
Linda had a passion for addressing the challenges facing consumers when accessing and using financial
services and products. Our IGC misses the fresh perspectives, insight and challenge Linda brought.
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1. Aegon developments

We start by explaining some important developments at Aegon
this year to set our report in context.
In 2016, Aegon announced it had acquired Blackrock’s Defined
Contribution pension business. In 2018, Aegon became legally
responsible for these 140,000 ‘TargetPlan’ workplace personal
pension customers and our IGC is now responsible for seeking
to ensure value for money for them.
We have concentrated on getting to know the features of the
TargetPlan product and the customers who have them. We now
have in place the same Value for Money framework we use to assess
Aegon’s workplace pensions customers.
The assessment we provide in this report covers all Aegon customers,
including the TargetPlan customers. There are certain areas where
we specifically focus on the impact for TargetPlan customers and
these are made clear in the report.
Aegon’s business is split into two distinct business areas, Existing
Business and Digital Solutions, each with its own IT system and
dedicated management. TargetPlan customers are within the Digital
Solutions part of Aegon, whose policies are administered on Aegon’s
newest technology systems. Other customers are administered on
the Existing Business systems. You will see us referring to these two
parts of Aegon’s business in our report.

“Our IGC is now
responsible for
ensuring value
for money for 1.74
million workplace
customers written
across Aegon’
s
workplace pension
schemes.”

Our IGC is now responsible for seeking to ensure value for money for 1.74 million workplace customers
written across Aegon’s workplace pension schemes. There are around 900,000 customers in Existing
Business and around 840,000 in Digital Solutions, including the 140,000 TargetPlan customers.

TargetPlan customers
(previously with BlackRock)
1,740,000

900,000

700,000

140,000

IGC in scope population
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“With the successful completion of the legal transfer of

BlackRock’
s Defined Contribution pension business, we have

encouraged Aegon to work towards offering the best elements
of both the Blackrock’
s TargetPlan proposition and Aegon’
s

digital platform to all Workplace customers moving forward.”
- Ronnie Taylor

In November 2018 Aegon announced plans to partner with the customer services company Atos who will
manage all servicing and administration of Existing Business customers from the second quarter of 2019.
The Aegon people who currently service Existing Business will become employed by Atos and will remain
located in the same building in Edinburgh. Aegon remains fully accountable and responsible for all the
Existing Business customers, and for ensuring these customers receive value for money.
Ahead of the announcement, Aegon shared its plans with us and explained that one of the core aims of
this partnership is to modernise and improve the customer experience for 900,000 Existing Business
workplace customers. We fully understand and support these goals.
However, a key focus for us next year will be to review how workplace pensions customers are affected
in practice, following Atos taking over customer servicing. We will monitor closely the ongoing service
levels as well as the plans to further improve these. We are also keen to understand how customer
communications will be affected and will be very interested in plans to improve these.
The partnership with Atos will start during Q2 2019 so we will report on this in more detail next year.
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2. Challenging Aegon to meet
our Value for Money principles
Over the last four years, we’ve established strong standards to monitor closely the key areas which you
have told us are of most importance to you when considering value for money. The following summarises
our view for our key Value for Money principles across all Aegon workplace customers, including the
TargetPlan customers.
Overall RAG
status

Principle

Fair Charge
for services
received

2018

We carried out a detailed review of the product charges paid by the 1.74m workplace customers in
the Aegon book. We believe the range of charges and their levels is in line with the terms offered in
the workplace market.

2017

Outcome – GREEN – We believe the charges you pay on your Aegon plan are fair and in line
with terms available in the wider workplace market.

2018
Valuable
Investment
Solutions

IGC conclusion

2017

Aegon has provided us with clear evidence of strong governance of investment funds through its
Management Investment Committee (MIC) and we’ll monitor closely future actions taken by the
MIC to address any emerging concerns. Whilst we have seen a deterioration in the performance
of some key funds it has been broadly in line with relevant market benchmarks. The process for
fund managers to provide the required data on fund level transaction costs took longer than we
had hoped, but we are satisfied that systems are now in place to allow the IGC to carry out robust
analysis going forward. Our initial conclusion is that on the information available to us, the total
costs you pay for the funds Aegon offers you are reasonable and in line with what we would
expect relative to the market.
Outcome – AMBER – Overall we are satisfied with the governance Aegon have in place to review
fund objectives and performance. Investment returns are generally in line with the market
benchmark. Our initial conclusion is that the total costs you pay for the funds Aegon offers you
are reasonable and in line with what we would expect relative to the market. However the delay
in receiving this information limited the time we had to carry out as detailed a review as we would
have liked. This is an area that can improve therefore we have ranked this principle as Amber.

Quality Benefits
and Services

2018
2017

We carried out a detailed review of the Customer Service areas across Aegon and are satisfied that
Aegon is meeting your evolving demands for improved services. We have been impressed by Aegon
increasingly using technology across both older (Existing Business) and newer (Digital Solutions)
products, to provide a more efficient service to you and strongly encourage Aegon to continue this
trend. Aegon has been open with us regarding customer service challenges in other parts of its
business but we are satisfied this is not adversely impacting on the service offered to workplace
pension customers.
Outcome – GREEN – Overall we are satisfied that Aegon has the right measures in place to
monitor customer experience, is meeting your needs and is investing in the right areas to
further improved customer service.
We are encouraged by the improvements made to communication, mainly to Digital Solutions
customers but we want to see Aegon extend these improvements across all workplace customers.
We have been impressed by the quality and quantity of customer research Aegon has invested in this
year and how Aegon is using the findings to make improvements for you.

Communication
and
Engagement
with customers

2018

Security of
customer
information
and money

2018

We carried out a detailed review of the controls Aegon has in place to keep Aegon’s systems secure,
to protect customers’ data and money and to implement the new General Data Protection
Regulation (GDPR).

2017

Outcome – GREEN - We are satisfied that Aegon is taking strong steps to keep your information
and money secure.

2017

Outcome – AMBER – We are pleased with the improvements made but we want all, not just some,
of Aegon’s workplace customers to benefit from these improved communications.

We explore each of these findings in more detail throughout the report.
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3. Fair charge for
services received

The transfer of customers from the BlackRock business has increased significantly
the number of customers our IGC is responsible for seeking to ensure Aegon offers
value for money to.
We have carried out a full review of the charges applied across
Aegon’s workplace pension schemes, including the TargetPlan
customers, looking at how Aegon decides on charging terms and
whether these are competitive compared to the wider market.
We are satisfied that the terms offered to existing customers are
fair when compared to terms offered to new workplace schemes.
This conclusion was based in part on having seen how Aegon made
reductions to pension charges when in 2015 the Government
introduced a maximum 0.75% annual charge for workplace pension
schemes used for automatic enrolment where the customer invested
in the default fund.
Although there is no benchmarking of charges across the industry,
based on our knowledge of the workplace market we believe
the overall charges applied by Aegon are reflective of the wider
workplace market.
Throughout the year we have reviewed the number of customers
transferring their savings away from Aegon. The reasons for
transferring are wide and varied, and this is an area we would like
to explore further with Aegon, but the number of customers moving
away from Aegon are reducing, which is a positive trend.
We were pleased to see that when the auto enrolment minimum
contribution rates increased to 5% in April 2018, there was little
increase in the number of customers choosing to stop making further
contributions. While this is encouraging it is an area we need to pay
close attention to, as minimum contributions rise again from April
2019 to 8%. We will be asking Aegon to share with us how it will
continue to engage with you to ensure you understand and value
your pension plan.

“We were pleased
to see a detailed
description of
Aegon’
s charges,
which clearly
showed the
levels of charges
being paid by
different groups
of customers, and
the reductions that
have been achieved
over time. This
was very helpful
in enabling us
to conclude that
Aegon is providing
value for money.”
- Alison Bostock

Finally, Aegon has confirmed their upgrade programme, which gave
customers the opportunity to move from Existing Business into a
more modern arrangement in Digital Solutions, is winding down. A
key part of this decision is the partnership Aegon has announced with
Atos and the plans there to modernise the experience for Existing
Business customers.
Under the Upgrade programme, those who upgraded had their charges capped at 1%. Aegon will not be
actively upgrading customers in future, because they will benefit from service improvement plans Aegon
has in place with Atos. We have been reassured that workplace customers will have their charges capped
as part of these plans. We will continue to challenge Aegon to share its plans for the transition to Atos with
us and closely monitor any impact on you.
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4. Valuable investment
solutions

A key element of helping customers receive value for money and achieve a good
outcome with their pension savings is the investment funds available, their charges
and costs and the performance achieved.

Fund governance
Our role as IGC is to ensure you have access to an appropriate range of funds and that these are being
overseen effectively by the Aegon Management Investment Committee (MIC).
The MIC is responsible for the ongoing governance of all Aegon’s pension funds. These funds are typically
managed by fund managers outside of Aegon but Aegon is responsible for overseeing them. At each IGC
meeting, Aegon’s Investment Director updates the Committee on the performance of Aegon’s pension
funds and any changes that have been made.
During 2018, the MIC considered a wide range of topics and informed us of two significant fund changes;
1. A new default fund was launched in June 2018 to give individuals greater flexibility as they approach
their expected retirement date. We support this as more and more people no longer purchase an
annuity at retirement but stay invested and draw down an income.
2. Aegon made changes to its Universal Balanced Collection of funds to offer more flexibility in managing
the investment allocations to different markets and protection against currency changes which would
impact the returns from overseas investments.

Terminology
Passive management – this describes an investment approach where the fund is designed to closely
mirror stocks and shares in a market index (such as the FTSE 100). The manager typically buys all the
companies in the index with the fund holding the same percentage of each company as the index. It
means that the fund risk and return before charges will be very similar to that of the index.
Active management – an investment approach where the fund manager aims to achieve a better
return than the market or markets in which the fund invests. To do this the manager will decide which
companies’ shares the fund should hold based on their view of the prospects for each. The fund
holdings will be different to the make-up of the market.
Diversified – describes funds which spreads risk through investing in more than one market or type
of investment.
The Aegon website has a specific section on fund governance where you can read about
Aegon’s commitments to monitor funds and find updates on fund developments:
https://www.aegon.co.uk/about-aegon/investments/fund-governance.html

IGC ANNUAL REPORT 2018

09

Default funds
Offering you a wide choice of funds investing in different markets
and providing a range of risk levels is important. However, 73% of
workplace customers are invested in a ‘default’ fund chosen by
the employer. So it’s of great importance to offer employers a welldesigned range of default options with clear target outcomes.
We focus closely on understanding the ‘main’ Aegon default fund and
other funds that Aegon makes available to employers if they want to
pick their own default fund. We pay close attention to Aegon’s fund
governance approach and the performance of the most important
funds for workplace customers.

“It’
s of great
importance to
offer employers
a well-designed
range of default
options with
clear target
outcomes.”

Fund Performance
The last 12 months has been a period of significant economic and political change across the globe,
including within the UK with uncertainty over Brexit. This has led to investment markets being volatile,
particularly in the final quarter of 2018, and investment values have generally fallen. Pensions invest in
these markets so you may have seen this affecting your pension fund value.
The losses over Q4 resulted in most pension fund values falling over 2018 as a whole. When you save in a
pension, it is typically for many years. The 2018 fall comes after good returns in previous years. The last
year markets generally fell was 2008.
We receive regular updates from Aegon about the performance of its pension funds and assessments
carried out by the MIC. We have seen the majority of the funds Aegon’s workplace customers are
invested in experience a loss over the year. While this is disappointing it reflects the market conditions.
We pay particular attention to the top 5 funds used as defaults, as this is where 75% of workplace
customers who use default funds invest their money. The table below shows the relevant funds:
Fund

Investment
approach

2018 performance

Comments

Fund

Benchmark

Aegon Default

Passive

-4.8%

-4.6%

Aegon’s own default which is a passive fund
investing in a range of equity and bond
markets. The aim is to achieve a return
close to the benchmark.

Growth Tracker
(Flexible target)

Passive

-4.8%

-4.6%

The fund is a passive option investing
in a range of equity and bond markets.
The aim is to achieve a return close to
the benchmark.

Aegon 50/50
Global Equity
Index Lifestyle

Passive

-7.2%

-7.5%

A passive fund investing in UK and Overseas
equities with the aim of achieve a return
close to its benchmark.

Universal Lifestyle
Collection
(all versions)

Active and
passive

-5.6%

-5.5%

The fund is designed to achieve performance
close to the average of its sector and achieved
that over 2018.

Balanced Lifestyle

Active

-7.4%

-5.5%

The fund aims to achieve performance ahead
of the sector average. It had a disappointing
2018 with the final quarter causing most of
the underperformance due to holding more
in equities than other benchmark funds.

Source: Performance to 31 December 2018, Aegon fund prices based on the ARC version of the fund for fund performance,
Morningstar Direct for benchmark returns
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Performance of Aegon’s own default fund
We also assess how Aegon’s ‘main’ default fund is performing relative to the default funds of Aegon’s
competitors. Default funds differ in approach so don’t all have the same performance objectives or
benchmark. However this allows us to assess whether Aegon is an outlier relative to others. Looking at
performance to the end of 2018, while the impact of market losses is clear across all funds, we are satisfied
that the performance of Aegon’s fund remains competitive:

146

136
126

116
106

96

86

Q4
2015

Q1
2016

Q2
2016

Q3
2016

Q4
2016

Q1
2017

Q2
2017

Q3
2017

Q4
2017

Q1
2018

Q2
2018

Q3
2018

Q4
2018

Aegon Default Fund
Competitors

The chart above shows the performance of Aegon’s own default fund compared to the default funds of
a number of other leading pension companies who are direct competitors of Aegon.

TargetPlan business
Aegon became responsible for TargetPlan customers in July 2018. We are unable to bring you a full year
assessment of the default and other key funds but will include this in next years’ report.
Aegon has shared with us an issue around reporting TargetPlan fund performance in the latter part of 2018
which its control systems identified. It has resulted in delays to the production of performance reports and
factsheets in both Q3 and Q4 2018, however all reports and factsheets have now been issued. Importantly,
no customer will suffer financially. We will seek evidence that the improved controls Aegon has put in place
mean this type of incident will not happen in future.
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Transaction costs
One of our key focal points this year has been to obtain information on fund-level transaction costs so we
can fulfil our responsibility of assessing these for value for money. Aegon is required to provide us with this
information, which it in turn must obtain from the managers of each fund available to workplace personal
pension customers. These external fund management companies are not part of Aegon UK but are
required to provide transaction costs when requested by Aegon. The UK regulator, the Financial Conduct
Authority, specified a methodology for calculating transaction costs, referred to as the ‘slippage method’.
Some managers have found it challenging to use this as it requires information not previously captured
when a fund manager buys and sells stocks and shares.
All funds have transaction costs because they need to buy and sell investments as money comes into or
out of the fund and to implement investment decisions. Transaction costs vary by fund depending on a
number of factors, for example:
The type of investment that the fund holds. There is 0.5% stamp duty when buying UK equities so
they have higher costs than overseas equities. Fixed income securities and cash have lower costs
than equities and other types of investment.
How frequently the fund manager tends to buy and sell the underlying investments. Active funds
will tend to trade more frequently than passive funds as the manager is trying to get a better return
than the market. Passive funds aim to match the market so trade to allow for money coming into
or leaving the fund or changes to the index.
Its overall objective, for example the amount by which an active fund is trying to beat the market.
Typically those with a higher performance target will trade more often.
Managers also transact with the aim of delivering better returns or to manage risks.

The key elements of transaction costs for a fund are:
Explicit costs – covers taxes and dealing commissions
Implicit costs – captures the impact of any change in the price of the investment being traded
between when it was instructed (the arrival price) and when it was carried out (the execution price).
This can result in negative costs if the market has moved favourably for the trade.
Other – includes the indirect costs which can arise in a fund of fund structure and captures the costs
of trading the underlying fund(s). It also includes what is known as an anti-dilution levy which is used
by fund managers to offset the impact of cash flows into or away from the fund. It has a positive
impact so if greater than the indirect costs can result in negative costs.
The slippage cost calculation combines all of these and some funds showing negative transaction
costs, which we believe can be misleading. We are therefore looking separately at explicit and implicit
costs to assess value for money.
It is important to consider transaction costs and other charges against investment performance as high
costs and charges which generate higher investment performance can represent good value for money.
To assess value for money, we ask Aegon to provide transaction costs for its default funds and provide
comparisons based on the fund’s approach (ie whether it is active or passive) and the costs from other
fund’s which have a similar management approach. When we reviewed the top 5 default funds we see
a range of transaction costs, depending on whether they are actively or passively managed. The majority
of Aegon’s default funds are passive.

IGC ANNUAL REPORT 2018

12

Passive funds
For passive default funds the transaction costs vary from 0.01% to
0.06%. The low costs reflect the passive management approach. We
compared these costs against those in four other passive funds made
available by Aegon and saw a wider range of transaction costs, from
-0.01% to 0.15%.
We expect the transaction costs for passive funds to be lower than
active funds and this is evident from the costs for 2018. The costs for
passive funds are influenced by the investments held and the extent
to which a fund is diversified.

Active funds
For Aegon’s actively managed default funds the transaction costs
vary from 0.09% to 0.38%, with the majority of these costs due to
implicit costs arising from market movements. We have broken
down costs into explicit and implicit costs, and found the majority
are implicit.
We compared the transaction costs of these Aegon default funds
against those in seven other actively managed funds made available
by Aegon. There, we saw a wider range of transaction costs, from
0.07% to 0.91%, which partly reflects different styles and where
some trade more frequently than others reflecting different
performance objectives.
We also checked for signs of default funds trading more than seems
reasonable bearing in mind their objectives. We have seen no
evidence of this.

“We were pleased
to receive data
on the“slippage
method”for the
first time and
were also able to
look separately
at the explicit
costs such as
taxes and dealing
commissions.
We will need to
build up a picture
over a number of
years but at this
stage we have no
concerns that the
transaction costs
are out of line with
other comparable
funds.”
- Alison Bostock

Overall, we have no specific causes for concern over transaction
costs but as more information becomes available during 2019, we
will carry out further analysis to better understand why these costs
vary, closely monitor the ongoing trend in transaction costs and seek
to identify any concerns over value for money. If we do identify any
funds which appear to have transaction costs higher than expected,
we will also assess whether this has led to improved performance as
if so, this may still represent good value for money.
We acknowledge that Aegon relies on fund managers to provide
transaction costs for its funds and it has taken a while to get a regular
system in place. We are satisfied that it is now established and will
provide a regular flow of data which allows the IGC to carry out a
robust analysis going forward. From the data we have seen we can
conclude that the transaction costs we are seeing reflect the nature
and approach of the funds available to customers, allowing for the
impact of the slippage methodology.
Our initial conclusion is that on the information available to us, the
total costs you pay for the funds Aegon offers you are reasonable and
in line with what we would expect relative to the market. We will be
carrying out rigorous analysis next year as more data is forthcoming.
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Environmental, Social and Governance (ESG) matters
There is growing interest in how organisations take into account ESG matters in their activities and in the
products and funds they offer. This may be a consideration where individuals are choosing which firms to
buy from or invest in.
Over the last year, our IGC has taken an interest in developments around how investment funds can take
into account ESG factors. The financial regulator, the FCA, is planning to consult on this for IGCs and the
pension schemes we assess.
There are two main areas we’ve considered. The first is the extent to which Aegon offers you as an
individual the choice to invest in funds which reflect any specific views on ESG and ethical issues you may
have. Aegon provides a range of ethical funds investing in both equities and bonds. The funds specifically
exclude companies involved in defined activities such as armaments, alcohol, gambling and animal
experimentation from being considered for investment.
A more complex consideration is the extent to which ESG can be taken into account in the default funds
offered to customers. Aegon’s own default fund and the majority of others that can be selected as a default
are ‘passive tracker’ funds, which means they have to buy the stocks and shares which are representative
of the index – eg FTSE All Share. This makes it difficult to apply specific exclusions as doing so would lead
to increased costs.
We recognise that companies without effective policies on climate change or carbon fuels could find
their long term investment performance suffers. The stockmarket will already reduce the value of these
companies’ shares so passive funds which follow an index will also tend away from investing in these
companies, making them to some extent ‘climate resilient’.
Aegon offers one ethical default fund although this comes at a higher price reflecting its specialist nature
and additional research required. This is available to employers who wish to choose it.
We have asked Aegon to be clearer on its views about ESG, how it will seek to influence fund managers and
investigate if the fund managers they use may in future offer ESG screening on passive index tracker funds
without additional cost. We will consider this alongside the FCA consultation and challenge Aegon on this
important topic.
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5. Quality benefits
and services

Throughout the year we have tested the progress of key service measures which give us a
good overview of the service levels Aegon is providing to you and have challenged Aegon
to demonstrate how they are responding to your evolving needs.
The service levels we focus on are those which give the best
indication of real time customer experience, in particular Net
Promoter Score (NPS) and trends in complaints. NPS is a measure
of how satisfied customers are with the services provided. If you
would like to find out more about NPS our report last year detailed
how it works.
It is important that we identify and monitor the service areas that are
of greatest importance to you. We continuously challenge ourselves
and Aegon to ensure that the scorecards we assess are achieving
this. For example, we previously assessed a metric which targeted
resolving calls within 6.5 minutes, but Aegon realised that achieving
this was not necessarily leading to a better customer outcome if
it meant some calls were rushed and customers didn’t get a full
answer. We are pleased that Aegon identified this and removed this
target, allowing operators to spend longer on calls where necessary.
One of the key measures of customer dissatisfaction is customer
complaint levels. We assess complaint levels as a proportion of
customer transactions throughout the year and it is reassuring to
see that these are reducing.
We are satisfied that Aegon has the right measures in place to
monitor customer experience. We have seen a positive trend in
the key customer metrics over the last 3 years and hope this will
continue.

NPS - % of Target achieved

“Levels of customer
satisfaction give
a very important
insight into
whether you value
the service from
Aegon. It is very
encouraging to
see an improving
trend in both
customer Net
Promotor Score and
complaint levels,
with each business
area exceeding
targets on both of
these important
measures. We will
continue to monitor
these carefully.”
- Dougy Grant

125%
100%
75%
50%
25%
0%

Existing business
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Aegon has kept us informed of the initiatives they have implemented
this year on the back of customer feedback and we strongly
encourage Aegon to continue to seek improvements across both
Existing Business and Digital Solution.
• Allowing Existing Business customers to use online forms has
resulted in a 40% reduction in queries, and an improvement in
NPS by +42 in this area
• Last year we told you about the introduction of a new telephony
process which enables Existing Business customers to make a
claim by phone. This has now been used by 15,000 customers
resulting in an increase in NPS from +2 to +69
• All workplace customers in Existing Business can now access their
statements online. Aegon has confirmed this functionality will be
made available to TargetPlan customers over the next 12 months.
At that point all Aegon workplace customers will be able to
access their statements online, further driving the use of
online services.

“Next year, we’
ll
focus on monitoring
service standards
particularly in the
Existing Business
area as its servicing
moves to Atos.”

Next year, we’ll focus on monitoring service standards particularly in the Existing Business area as its
servicing moves to Atos. We also look forward to hearing more about the plans Aegon and Atos have to
modernise the customer experience within Existing Business including using digital technology to improve
communications and engagement.
Aegon has openly shared with us the administration and service challenges it has experienced after
moving clients of Cofunds onto a new technology platform. We have seen no detrimental impact on
the servicing levels across the workplace book but will continue to monitor this.
We asked Aegon to explain to us how it plans ahead to be able to attract and retain quality staff to
maintain necessary resourcing levels in various locations. We are reassured that Aegon is actively
managing this. Again we will closely monitor this aspect to ensure the service levels you require are met.
As we reported last year our experience across other industries has shown that where a company’s
employees are less engaged this can lead to poor customer service. While Aegon has had servicing
challenges, we have seen improvements in the employee engagement scores across the key customer
contact areas. This is a positive indication and an area that the IGC will continue to track.
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6. Communication and
engagement with customers

Our main focus this year has been studying the outcome of the Aegon communication
review and how this is being used to improve communication and engagement.
This was one area we felt Aegon could make significant
improvements in and this was reflected in the Amber rating we
awarded last year. In addition we have explored the outcome of
customer research initiatives Aegon is involved in and how it acts on
the findings for the benefit of customers.

Customer Communication
Saving for retirement can be a complex topic and communicating
clearly and in an engaging way has proved to be a difficult area across
the industry. However, it is a very important area and it’s critical we
keep pushing Aegon to improve how and when it communicates with
you to help you understand and engage with your pension.
Throughout this year Aegon has shared its communication strategy
and the actions it is taking. It has been working closely with a
specialist in customer communications and engagement to help
remove some of the barriers to engaging with financial planning.
The improvements made span across the whole customer journey;

“It’
s critical we
keep pushing
Aegon to improve
how and when it
communicates with
you to help you
understand and
engage with your
pension.”

At the start of a scheme – using creative material and listening to customer requirements to help
tailor the approach best suited to an employer launching a new scheme to employees.
Welcoming customers – A new range of communications issued at this crucial point which when
used has led to 48% more members logging into their accounts online.
While this part of the journey is very important to those just joining an Aegon scheme, the ongoing
engagement is of equal if not more interest to us and the 1.74m workplace customers we represent.
There have been some improvements in this area and we will continue to challenge Aegon on how it can
use the developments made for its Digital Solutions business to further enhance the experience for all
workplace customers.
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Online access – it is important that workplace pension
schemes offers simple online access. We are encouraged
by the progress made across the whole Aegon workplace
book, particularly for customers in older schemes using
a different technology platform, who now benefit from
receiving their annual pension statement online. Around
25% of you are now regularly reviewing your account
online, and this represents a 68% increase over the last 12
months. This is an area we will closely monitor and where
further developments will benefit customers.
Ongoing engagement – our IGC recognises that your
pension journey with Aegon stretches over many years and
will be influenced by your personal circumstances as well
as by external factors such as the economy and changes
made by the Government. We take a very keen interest
in the information provided by Aegon to help keep you
informed of important topics, and if customers are finding
these useful. Aegon now produces an informative quarterly
e-newsletter which has topical articles and insights to
help you better understand your retirement savings.
An example of Aegon’s articles can be accessed here.

“We encourage
you to use the
online retirement
planner designed
to help educate and
guide you through
your retirement
options.”

Approaching retirement – as you enter this phase of
your pension journey it is critical that you have all the
information you need to help you transition into your
retirement. The options now available to you are wide
and varied and can be overwhelming. It can be very
beneficial to seek advice but not everyone does. This
means it is critical people also have access to tools and
information to prepare for this stage of life, particularly if
you do not have an adviser, and we are encouraged by the
developments made by Aegon in this area. In particular,
during 2019 Aegon will start to contact customers about
their retirement options from age 45. This had been 55
previously. We encourage you to use the online retirement
planner designed to help educate and guide you through
your retirement options, or any others available on the
internet, to help improve your understanding of
the choices available to you.
While these are positive steps we recognise the main focus is on
customers in Digital Solutions and have challenged Aegon to extend
these improvements to reach all workplace customers.
“We are encouraged by the progress made in improving

communications across the various stages you will experience.
We recognise these improvements have focused mainly on

customers in newer schemes and have challenged Aegon to
extend these improvements to all workplace customers.”

- Ronnie Taylor
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Customer research
We believe it is vital that Aegon understands the evolving needs and requirements of its workplace
customers, and responds to these. During the year we have studied the findings of customer research
Aegon has carried out, and discussed with Aegon what actions it has taken as a result to further improve
customer outcomes.
We have been impressed by the quality and quantity of focused research that Aegon has invested in over
the last year. We particularly welcomed a joint project with the Confederation of British Industry (CBI) into
employer views on employee engagement with their workplace pensions and research commissioned
from the Centre for Economics and Business Research (CEBR) into ‘financial wellbeing’ in the workplace.

CBI Research
Read the report here
This research found that employers of all sizes see employees engaging with pensions as fundamental
to helping employees plan for later life. As the research concluded, much more can be done to get
employees engaged with their financial futures and to gain a better grasp of retirement planning.
In terms of solutions, there are a number of factors that firms believe can help influence employee
engagement on pensions:
• Educating employees about the benefits of saving through workplace pensions and wider
financial education.
• Using simpler language and minimising jargon in pension communications.
• If used appropriately, technology can be a valuable aid to communication and engagement.
• Individualising pension communications as far as possible.
We are pleased that Aegon is working with employers to understand this challenge and to look
for solutions. We look forward to seeing how Aegon builds this learning into its activities.

CEBR research
Read the report here
It’s generally accepted that offering a workplace pension is good for employees. Aegon wanted to look at
this through a wider lens to understand how employee ‘financial wellbeing’ affects not just the employees
but employers too. This research found that poor financial wellbeing means productivity suffers, so
improving it is not only good for employees but for employers and the wider UK economy. For example,
the research found over four million days are taken off every year because of financial worries.
Our IGC welcomes the findings of the report and is encouraged that there is the opportunity to have ‘win
win’ conversations about this issue so employees know where they can receive support, and employers
not only want to help but feel empowered to offer it.
“Understanding the issues that are important to workplace
customers helps us focus in on the areas that can make a

difference in terms of value for money. The research carried
out on customer engagement and financial wellbeing

has given the IGC and Aegon valuable insight into these

important topics. We will closely monitor the actions Aegon

takes on the back of this research and how it is used to shape
future propositions.” - Ronnie Taylor
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7. Security of customer
information and money

The security of your information and money remains a key focus for our IGC.
It’
s important you have comfort that the information you provide to Aegon is
protected and the money you invest remains secure.
Last year we introduced security as one of our core Value for Money principles and we regularly
monitor the key metrics on security within our dashboard.
Throughout the year we asked Aegon to provide detailed updates on the key areas of information
security and cyber-crime, financial crime and the implementation of the General Data Protection
Regulation (GDPR).
We understand the processes Aegon has in place to monitor and control risks of Financial Crime, and
recognise this is a constant and evolving industry-wide threat which Aegon will continue to closely monitor
and report to our IGC.
Earlier this year the government announced a ban on companies making unsolicited calls to you about
your pension. This ban covers all ‘cold-calling’ relating to pensions and is intended to target fraudsters. If
you do get a call, the advice from the government is to get any information you can, such as the company
name or phone number, but be careful not to give the caller any of your personal information. You can then
report this to the Information Commissioner’s Office via their website or on 0303 123 1113. Alternatively
you can contact Aegon using the details set out in section 8 of this report.
As we highlighted last year the threat of cyber-crime is a global concern and one which continues to evolve.
Aegon has demonstrated the actions it is taking to manage these risks. A good example of this was the
additional training Aegon provides to its staff to reduce the risks created by targeted spear phishing.
“Spear Phishing is an email sent to you that appears to be from a trusted source. It’s actually from
cyber-criminals attempting to steal your confidential information. They may target you by using
your details such as name, contacts you know and personal information gathered from sites such
as Facebook and LinkedIn, or they may customise the attack to target your company to make you
believe that you have a connection with the sender.”
In May 2018 we saw the implementation of GDPR which sets out
a new framework for data protection. This provides you with new
rights to access the information companies (including Aegon) hold
about you, as well as obligations for better data management for
businesses and a new regime of fines if they fail to do so.
Overall we are satisfied that Aegon is taking the steps required to
keep your information and money secure. Your funds are held by a
provider who is regulated by the Prudential Regulatory Authority, so
is required to demonstrate financial strength, meaning your pension
should be safe even if your employer were to have difficulties.
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the actions it is
taking to manage
these risks. A good
example of this
was the additional
training Aegon
provides to its staff
to reduce the risks
created by targeted
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8. Our contact with
Aegon’
s customers

It’
s vitally important for us to hear from you as customers of Aegon, and also from
employers and advisers, to understand your thoughts on the value for money of
Aegon’
s workplace pensions.

Employers
This year we have met with a number of employers across a range of industries. These sessions have
been invaluable to the IGC as we get the opportunity to hear first-hand their experiences with Aegon.
We’d be delighted to hear from employers and to discuss the importance they place on their pension
scheme. We welcome thoughts on what can be improved to help employees engage more with their
pensions.

Customers
While we follow the results from Aegon’s customer panels and closely monitor the outcome of customer
research, we are very keen to hear directly from you. If you would like to share your thoughts on the
experiences you have with Aegon and tell us what can be done to improve outcomes for you, then
please contact us using the details below.

How to contact Aegon if your query is for them
You can do this by telephone on 03456 10 00 10, or in writing to
Customer Services, Aegon, Edinburgh Park, Edinburgh, EH12 9SE.
Contact us
Email us: igc@aegon.co.uk
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9. Conclusions and
focus for next year

In our fourth year as Aegon UK’
s IGC, we’
ve built on the strong standards established
in previous years and we are confident our Value for Money‘dashboard’gives us
the information we require to assess if Aegon is delivering value for money to you,
Aegon’
s customers.
We have seen significant progress in the key area of customer
communication and are challenging Aegon to extend these
improvements to reach all workplace customers. We have been
impressed by the quality and quantity of focused research that
Aegon has invested in over the last year and look forward to seeing
how the findings are used to improve outcomes for you.

Whilst 2018 has been disappointing for investment markets, the
performance of key Aegon default funds has been in line with the
market benchmark although there are areas for improvement and we
will closely monitor the actions the Aegon MIC take to address these.
Aegon has now established with fund managers a process to provide
the required data on fund transaction costs. Although this took
longer than we would have liked, it will now enable us to carry out a
full analysis of the total costs you are paying. Our initial conclusion
is that on the information available to us, the total costs you pay for
the funds Aegon offers you are reasonable and in line with what we
would expect relative to the market. We will be carrying out rigorous
analysis next year as more data is forthcoming.

“The conclusion
of our IGC is that
Aegon is on the
whole delivering
value for money
to workplace
customers, but
more needs to
be done in
some areas.”

We have a full agenda for our fifth year and look forward to ensuring all Aegon’s workplace pension
customers continue to receive value for money. We’ve highlighted our top three priorities below:
1. Applying rigorous analysis to the information we need from fund managers to assess the total costs
and charges of the funds you invest in. We will then be in a position to compare these with similar
funds available in the market and confirm if the transaction costs, relative to investment performance,
are reasonable and deliver value for money.
2. Reviewing what Aegon is doing to make customer communications more engaging, and how it
can extend improvements to all workplace customers. While we have seen improvements in the
quality of the communications with Digital Solutions customers, we want to see this extended to all
workplace customers. We will also explore with Aegon what improvements can be made to investment
communications to ensure you are fully aware of the investment options available to you.
3. Making sure Aegon continues to provide the service levels and information you require as its
operations grow. In particular we will focus on TargetPlan customers and challenge Aegon to apply
their learnings from Existing Business and Digital Solutions to give the best outcome to all workplace
customers. We will also monitor closely the effect of moving the servicing of Existing Business
customers to Atos, including plans for further improvements.

We recognise that the needs of customers continue to evolve, so we’ll continue to challenge ourselves and
Aegon to make sure we maintain a complete picture of performance in all the key areas of Value for Money.
Finally, our role as an IGC is to act on behalf of you, Aegon’s customers, to ensure your workplace pension
is providing value for money. It is critical that we hear your views and feedback. If you would like to
contract us please do so by emailing igc@aegon.co.uk
IGC ANNUAL REPORT 2018
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Appendix 1

Value for Money principles
Value for money will mean different things to different people and there is no simple definition.
The Regulators like the FCA have deliberately not sought to define this. Our priority is to make sure the
workplace personal pension products and services you receive from Aegon meet the benchmarks we’ve
set for value for money as set out in our principles. We would like to stress that the principles are not set
out to reflect any order of importance.
Fair charge for services received
• The total charge customers pay while with Aegon represents good value against the nature and quality
of benefits and services received.
Valuable investment solutions
• Customers are offered a range of investment solutions which are governed and monitored
appropriately.
• Default funds and investment strategies are actively monitored with changes made where necessary
to ensure their characteristics and net performance continue to be aligned with the interests of
relevant customers
• Fund transaction costs are monitored to ensure they represent good value
Quality benefits and services
• Benefits and services are developed in response to customer needs and demands
• Customer service and interactions are timely, accurate and customer focused
Communication and engagement with customers
• Communications to customers are clear and straightforward, avoiding jargon, and designed to
ensure customers understand the benefits they are receiving for the charges they pay
• Communications and supporting tools encourage customers to engage with their pension and support
key decisions (e.g. investment decisions, retirement transition) to improve customer outcomes
• Changes, whether internal or external, which significantly affect customers are communicated in
a clear and timely manner.
Security of customer information and money
• Data and money provided to Aegon is held and managed securely

References to ‘customers’ refer to groups of similar customers rather than to individuals, and cover those within the scope
of the IGC remit, namely relevant members of Defined Contribution workplace personal pension schemes.
Customers will receive value for money but will not all receive identical services nor will they all have identical charges.
The pooling nature of insurance and pensions mean cross subsidies exist and are often required for practical reasons.
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Appendix 2

Aegon’
s IGC members
Aegon’s IGC is chaired by Independent Trustee Limited, a wholly owned subsidiary of Sacker and Partners
LLP, acting through Ian Pittaway as its nominated representative. Including the Chair, it is made up of four
members; two independent members and two Aegon appointed members, with plans in place to recruit a
third independent member following the death of Linda Woodall during the year.

Independent chairman: Ian Pittaway, Senior Partner at
Sacker and Partners LLP, nominated representative of
Independent Trustee Limited.
Ian acts for a number of pension schemes as legal advisor and has
gained extensive pensions law experience on a wide range of issues.
This includes acting as an arbitrator and as an expert witness in court
proceedings.
Ian is an expert on governance and often advises Trustee Boards
on the most effective way to approach and take decisions. He is
Chairman of his firm’s independent trustee company and is chairman
of trustees or independent trustee of a number of pension schemes,
including, as representative of Independent Trustee Limited, on the
Board of the Aegon Master Trust. As independent chairman or trustee
of several pension funds, he has gained a good appreciation of the
issues faced by trustee boards from a client perspective. He is also a
former Chairman of the Association of Professional Pension Trustees
(APPT) and a former Chairman and Secretary of the Association of
Pension Lawyers. Ian writes extensively for the pensions and national
press, and lectures widely.

Independent member (April 2018 – December 2018): Colin
Richardson, Client Director of PTL Governance Ltd (PTL),
nominated representative of PTL.
Member until 1 December 2018. Colin is an actuary with 5 years
of full-time pensions governance experience following more than
25 years of experience in pensions consultancy for trustees and
companies. Colin brought experience in all areas of assessment
of value for money in varied pension arrangements including
the impact of investments and charges. As well as independent
pension trustee appointments, Colin was a member of BlackRock’s
IGC and serves on the PTL Governance Advisory Arrangement,
which offers an alternative to an IGC for smaller providers running
workplace personal pension schemes. Colin also acts on behalf of
PTL as Trustee for a number of Master Trust pension arrangements
including, up to 1 December 2018, the Aegon Master Trust.
Colin stepped down as the PTL representative on 1 December 2018
and was replaced by Alison Bostock.
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Independent member (appointed December 2018): Alison
Bostock, Client Director of PTL Governance Ltd (PTL),
nominated representative of PTL.
Alison joined PTL as a full time professional trustee in 2015, after
a 25 year career in pensions consultancy as an actuary. Alison acts
as trustee to a number of DB and DC pension schemes, and is a
leading member of PTL’s Governance Advisory Arrangement, working
closely with 4 providers to assess value for money for their workplace
pension schemes. Alison holds the PMI Certificate in DC Governance
and now serves on the committee that oversees the syllabus and
examinations for the qualification. She was also appointed as
PTL’s representative on the Board of the Aegon Master Trust on
1 December 2018.

Ronnie Taylor – Managing Director, Head of Workplace,
Aegon UK
Ronnie is Chief Distribution Officer at Aegon. He’s responsible for
leading Aegon’s growth across both workplace and wealth channels.
Ronnie has over 20 years of experience in the industry and is an
actuary by profession. He joined Aegon from Scottish Widows where
he was responsible for the distribution of their workplace, protection
and direct propositions. Ronnie has also held a number of senior
sales roles at Standard Life, including time as Managing Director
of Workplace.
Having worked in a variety of senior roles across the pensions
industry, Ronnie has a wealth of experience of, and insight into,
the pensions industry, which he uses to ensure that Aegon is giving
you value for money. Ronnie’s main focus is on member engagement
and communications. He is ensuring that Aegon is devoting sufficient
financial and physical resources to understand what is important to
workplace members, and that information is presented to members
in a meaningful way so that they really understand what they have
and what their options are.
Ronnie is also a member of the Board of the Aegon Master Trust.

Dougy Grant – Managing Director, Existing Business,
Aegon UK
Dougy is an actuary with 20 years of experience within Aegon,
holding leadership roles in finance, marketing, sales, operations,
and general management. He has been Managing Director of Existing
Business since 2016. Dougy chairs the Existing Business Management
Committee, and is a member of Aegon’s Customer Committee, which
is responsible for ensuring good customer outcomes across all of
Aegon’s customers.
Dougy brings a deep understanding of Aegon’s business and its
operations. He takes a customer centric approach and has a proven
track record of improving customer outcomes. Dougy’s main focus
is on driving improved levels of customer satisfaction. He is ensuring
Aegon is focused on the right areas of customer service, taking and
applying learnings from across different business units and seeking
ways to improve the overall customer experience.
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Experience and expertise
We have concluded that, through initial and ongoing assessment of our individual experience and
expertise, we collectively have sufficient expertise, experience and independence to act in relevant
policyholders’ interests.

Independence
The independent members of Aegon’s IGC fulfil the FCA requirements to be demonstrably independent
of Aegon. None are, or ever have been employees of Aegon UK or of a company within the Aegon group.
None are or have been paid by them for any role other than as an IGC member or since Independent
Trustee Limited and PTL Governance Ltd were appointed to the Board of the Aegon Master Trust on 1 July
2018 in respect of which their fees are paid by Scottish Equitable as Sponsoring Employer and Scheme
Founder of the Aegon Master Trust. (The FCA rules explicitly acknowledge that there may be benefits in
a trustee of a master trust operated by a group also being a member of the group’s IGC.) They have never
had any material business relationship with any company within the Aegon group.
The corporate members, Independent Trustee Limited and PTL Governance Ltd, do not have any actual
or potential conflicts of interest and neither do their nominated representatives.
In the interests of transparency, we should highlight that the Chair of the IGC, Independent Trustee
Limited, is a wholly owned subsidiary of Sacker and Partners LLP which is appointed as conflict adviser
to the Trustees of the BP Pension Fund. BP is also a pension scheme client of Aegon. In the opinion
of Independent Trustee Limited and the IGC, no conflict arises between Sacker and Partners LLP’s
relationship with BP and Independent Trustee Limited’s role as the Chair of Aegon’s IGC.
The IGC can therefore confirm that it meets the independence requirement, taking into account the
relevant Financial Conduct Authority guidance.
Aegon has confirmed it also regards its independent IGC members as meeting the independence
requirements and will continue to review this, taking appropriate action if it considers that they are not.
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