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Scottish Friendly Assurance Society Limited

- Workplace Personal Pension Plans

Executive summary

This report covers the following
workplace personal pension and
stakeholder arrangements provided
by Scottish Friendly Assurance Society
(‘the Firm’): The Investment Solutions
Group Personal Pension Plan ('ISGPP’),
The Investment Solutions Stakeholder
Pension Plan ('ISSPP”), Ex-Canada Life
Workplace Pension Plan, and Scottish
Friendly Staff Pension Scheme. This
report has been prepared by the Chair
of the ZEDRA Governance Advisory
Arrangement (‘the GAA’) and sets out
our assessment of the value delivered
to policyholders and our view of the
adequacy and quality of the Firm’s
policies in relation to Environmental,
Social and Governance (ESG) risks,
non-financial considerations and
stewardship.

Further background on the activity of the GAA
and details of the credentials of the GAA can be
found in Appendices C and D respectively, The
GAA works under Terms of Reference, agreed
with the Firm, the latest version of which is dated
18th August 2022 and are publicly available (see
Appendix D).

This is cur 2nd annual report. As Chair of the
GAaA for this Eirm, | am pleased to deliver this
value assessment of ISGPR, ISSPP, Ex-Canada Life
Workplace Pension Plan and Scottish Friendly
Staff Pension Scheme. The GAA has conductad

a rigorous assessment of the Value for Money
(WM delivered to policyhalders over the period
1 January 2022 to 31 Decermber 2022, The GAL
has developed a Framework to assess Value for
Money which balances the guality of services and
investment performance provided to policyholders
against what they pay for those services and
invastment performance, Further details are set
out on page 7,
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A COLOUR CODED SUMMARY OF THE GAA ASSESSMENT

Ex-Canada Scottish
Life Friendly
Weighting Woarkplace Staff
toward ISGPP Pension Pension
VM assessment* & IS5PP Plam Scheme
1. Product strategy design and investment objectives 7% .
2. Investment performance and risk 20% . .
3. Communication 13% . .
4. Firm governance 3% . . .
5. Financial security 7% . . .
&. Administration and operations 13% .
7. Engagement and innovation 3% . .
8. Cost and charge levels 33% . .
Overall Value for Money assessment 100%

* May not aoo fo 100% due fo rounding

Quality and investment features (1-7) Cost and charge levels (5)

@ Excellent @ Good satisfactory ) Poor oL @ Eﬁgerately Hi%ﬂerately @ Hioh

The Owerall Value for Money rating s determined on a rating scale based on the product of the overall
scores for the individual features and the weightings shown in the abowve table. The Quality of Service and
Investrment Features combined (e, 1ta 7 in the table above) representing two-thirds of the overall score and
the Cost and Charge Level (i.e. 8 in the table above) representing one-third of the overall score, It is visually
representad by the heatmap below.

VALUE FOR MONEY S5CORING

I?: attish Friendly
2 Scottish Friendly
5 - Staff Pension

P & ISSPP

Guality of
Features Score

Foor

High Charges Score Low
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The overall conclusion is that ISGPP and ISSPP, Ex-Canada Life Workplace
Pension Plan and Scottish Friendly Staff Pension Scheme all provide satisfactory
value for money, although it is important to note that for the Ex-Canada Life
policyholders this is only marginally above poor value.

The GAA has challenged the Firm in a number

of areas. Some of these paoints were raised in

the GAAs 2021 report and we have indicated
accordingly below, We understand that wark is
angoing to address these points through the Unit-
linked Fund Raticnalisation Project and Consumer
Duty related work but we have seen no evidence
of this being implemented in 2022 and accordingly
we have raised these again for attention:

Cwr challenges are summarised below:

| The GAA expects the Firm to complete a
strateqic review of the ISGPP and I1SSPP default
investment options to assess their ongoing
suitability for policyholders for our next report,

| The GAA notes the worl of the Unit Linked
Funds Rationalisation Project in delivering a
comprehensive review of investrment options
due in 2024, for the Ex-Canada Life Warkplace
Pension Plan and Scottish Friendly Staff
Pension Scheme and expects to see substantive
progress for our next report,

| In 2021 the GAA challenged the Firm to
provide fund fact sheets for the Ex-Canada Life
Workplace Pension Plan and Scottish Friendly
Staff Pension Scheme to the GAA and to make
them accessible to the policyholders. To date,
the Firm has not indicated when these will be
made available to policyholders.

| We have not seen any evidence that the
Management has provided governance
oversight to the ISGPP and ISSPP default
opticns. This suggests many policyholders
have been in default options that haven't
been reviewed for many years. Our review
has also indicated that the Management was
not aware there weare schemes being used for
auto-enrolment within the ISGPP and ISSFP
arrangements.

| In 2021, the GAA challenged the Firm to provide
rmore detail on administration performance
against the Service Level Agreement for
the Ex-Canada Life Workplace Pension Plan
and Scottish Friendly Staff Pension Scheme
such that core financial transactions can be
individually identified and reported on.

| The Scottish Friendly administration
performance of 78% on a 5 day turn around
is poor and this represents a significant
deterioration from 2021,

| In 2021 the GAA challenged the Firm to review
the charges for members of the Ex-Canada Life
Woarkplace Pension Plan which for the S largest
funds range from 1.3% to 1.51% and which for
the Scottish Friendly Staff Pansion Scherme are
1%, We understand that fund charges are being
considered as part of the Unit Linked Funds
Raticnalisation Project although this is not due
until 2024, A Product Review is also underway
looking at overall product charges. However,
we would urge the Firm to take more targeted
steps to address these high overall charges.

Other arsas of improvement the GAA has
observed and which the Firm may wish to
consider, includs:

| The GAA has noted that many of the funds have
underperformed their benchmarks during the
12-month assessment period to 31 December
2022 and specifically a number of passive funds
which is surprising.

| The ISGPP and ISSPF fact sheats provided by
Mobius dom't include performance comparisan,
risk or ESG ratings which means mamkbers have
limited fund information.

| Retirameant aptions remain limited for all
members unlass they transfer theair benefits
away. The Firm may wish to explore whether it
could provide more sclutions in this area.

| The GAA would expect there to be continuing
product developments by the Firm for the
Ex-Canada Life Workplace Pension Plan and
Scottish Friendly Staff Pension Scheme.

| The cnacing lack of policyholder feedback is
also disappointing.
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We also concluded that the Firm's policies in
relation to Environmental, Social and Governance
(ESG) risks, non-financial considerations and
stewardship wers adequate and of good quality.

The FCA introduced new requirements last year
requiring a comparison with other similar cptions
available in the market, If an alternative schemea(s)
would offer better value, we must inform the
pension provider, We have made a notification

to Scottish Friendly this yvear, Our view on each
feature that we are reguired to make a compariscn
an is included in the relevant section of the report.
Details of how we selected the comparator group,
and a consclidated view of our comparator
findings is set cul in Appendix B.

A consultation was launched in early 2023
between the FCA, the Departrment for Waork and
Pensicns (DWP) and The Pensions Regulator
{TPR). This consultation set out a transformative
framewark of metrics and standards to assess
value for money across Defined Contribution (DC)
pension schemes including the workplace pensions

Sam Burden

reviewed by the GAA. The consultation seeks to
improve retirement outcomes and encourage
greater transparency and standardisation across
the entire market offering OC pensions. This should
result in a2 more consistent Value for Money review
for policyholders irrespective of where their DC
pension originated. This consultation does not
affect this year's review but may mean a change
in the way that Value for Money is assessed for
policyholders in the future, if the consultation
prascribes a standard way of measuring Value for
Money which differs from the approach used by
the GAA.

Where we have used technical pensions terms
or jargon, these are explained in the glossary in
Appaendix E.

Details of the numbers of policyhalders and their
funds were supplied to ZEDRA for the assessment
and are surmmmarised in Appendix F.

| hope you find this value assessment interesting,
informative and constructive.

Chair of the ZEDRA Governance Advisory Arrangement for

Scottish Friendly Assurance Society Limited

September 2023

If you are a policyholder or pathway investor and have any questions, require any further
information, or wish to make any representation to the GAA you should contact:

Email enquiries@scottishfriendlypensions.co.uk
Email www.scottishfriendly.co.uk/contact-us

Alternatively, you can contact the GAA directly at ZGL.
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Overview of the
value assessment

The GAA has assessed the Value for | Attending a number of formal meetings with

MDHE}F delivered b}r‘ ISGPP. ISSPP. Ex- representatives of the Firm to interrogate

Canada Life Workplace Pension Plan the data provided and to enable the GAA to
¥

. \ ; question or challenge on any areas of concern
and Scottish Frlendly Staff Pension All such meetings have beaen documented by

Scheme to its workplace personal formal minutes and a log is also maintained
pension policyholders by looking at containing details of any challenges raised.
costs versus investment and service whether informally or through formal escalation
benefits. More detail about how we | Cnce the Firm has provided all information and
have done this is set out below. evidence requested, the GAA has met to discuss
and agree provisicnal Value for Money scoring
Our approach using the Framework developed by the GAA
and to undertake comparisons of the Firm's
he GAA believes that value for money is product against a suitable comparator group
subjective and will mean different things to of providers for certain Quality of Service and
different people over time, depending on what Investment Features and Cost and Charges.

they consider important at that time. - ) )
| The pravisional Value for Money score, including

What is clear is that it is always a balance of a full breakdown, has then been shared and
cost versus investment and service benefits, discussed with the Firm.

Qwur fundamental approach has therefore been

to compare all the costs paid by policyholders The Framework developed by the GAA to

assess overall Value for Money for policvholders
involves rating the Firm against eight different
features covering Guality of Service, Investment
The key steps for the GAA in carrying out the Performance and Strategy (the 'Quality of

Walue for Money assessment ara: Service and Investment Features”), and the Costs
and Charges borne by the Policyholders. This
assessment is undertaken of the Firm's productis)
relative to the GAAs view of good practice,

against the investment performance and guality of
services provided to policyhaolders,

| Issuing a comprehensive data request to the
Firm, requesting information and evidence
across a wide range of guality features,
including net investment performance, as well
as full infermation on all costs and charges,
including transaction costs.
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The Quality of Service and Investment Features
have been determined based directly on the FCA
requirements for assessing ongoing Value for
Money set out in COBS19.5.5, in particular services
relating to communications with policyholders

and processing of core financial transactions.

The Quality of Service and Investment Features
cansiderad have been expanded to include other
aspects the GAA considers important based on the
GALNs experience of conducting Value for Moneay
assessments over the past several years, such

as the Firm's governance structure, the financial
security for palicyholders, the Firm's approach to
engagement and innovation, and a wider averview
of the administration guality and processes,

Within each of the Quality of Service and
Investment Features are several sub-features.
These sub-features are each scored using a
nurnerical scoring system of O to 4, where 4 is
‘excellent’, 3 is ‘good’, 2 is satisfactory’, 1is ‘poor’
and O is ‘non-compliant or insufficient information
has been provided'. Scoring is aided by means

of score descriptors, developed for each sub-
feature, ensuring the GAA adopts a consistent
approach to scoring across clients. Each set of
score descriptors outline what the GAA would
expect to see (o achieve each numerical score,
The scores for each sub-feature are then
agaregated to the feature level based on the
GALAs view of the relative value of the sub-feature
to the policyholders.

The GAA will then consider the value represented
by the Cost and Charge Levels which policyholders
have to bear. The assessment of Cost and

Charge Levels is primarily driven by the level of
ongcoing charges for investment management,
administration, and any platform fees. The GAA
also considers the transaction costs and how

they are controlled, and any additional costs

the policyholders pay in the investrment and
management of their policies. The Cost and Charge

Levels are rated on a numerical scale of 1to 4 where

415 'low’ charges, 3 is 'moderately low’ charges,

2 is 'moderately high' charges and 1is "high' charges.

This assessment takes into account information
available to the GAA on general levels of costs and
charges far pension praviders in the marketplace,

8

The scores for each feature are then combined
using the weightings set out in the table in the
Executive Summary to determine an Overall Value
for Money rating. The weightings used are based
on the GAA's views of the relative importance to
the policyhelders of each feature. The weightings
are tilted towards the features which have been
identified in the regulations relevant to forming
thiz assessment of value. Where possible, the
GAA has taken into account the likely needs and
expectations of this group of policvholders, based
on the information made available by the Firm,

In the sections on the following pages, we have
described the Firm's approach to delivering

each of the features, and the rating the GAA has
awarded, together with any areas for improverment
wie have identified.

In addition, there is a section setting out the GAA'S
views on the adequacy and guality of the Firm's
palicies on ESG financial considerations, non-
financial considerations, and stewardship. Whilst
this is a largely gualitative assessment the GA A
has considered the Firm's policies in comparison o
others the GAA has knowledge of.

An assessment has also been made of the net
imvestment performance, guality of communication
and guality of the administration service including
processing of core financial transactions, and costs
and charges relative to a suitable comparator
group of product providers, Comments on the
outcome of these assessments is included in the
sections for the relevant Features. We have also
considered whether an alternative provider would
offer better Value for Money so that we can inform
the Firm if we believe this to be the case. Details of
the comparisons, including how the comparator
providers and products were determined is set out
in Appendix B.

Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans
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Scottish Friendly Assurance Society Limited

- Workplace Personal Pension Plans

1. Product strategy design
and investment objectives

ISGPP and ISSPP Excellent Good Satisfactory . Poor
Value score:

Ex-Canada Life
Workplace Pension Excellent Good Satisfactory Poor
Plan Value score:

Scottish Friendly
Staff Pension Excellent Good Satisfactory Poor
Scheme Value score:

What are we looking for? We are also looking far evidence of a robust
cngoing review process for all investrment options,

We expect to see an investment strategy for the including the default, and evidence that the

default that is designed and managed taking the Firm has taken steps to implement changes to

neads and interests of aln] I"L'f",-"ﬂl".ﬂﬂf.‘rf: into account, investment Or}[‘i(}r'\-sl where approapr ate, to ensiyre

evidenced by appropriately defined risk ratinas, alignment with policyholders’ interests.

and consideration of the investment time horizon

and age profile of the membership. Whilst policies on ESG financial considerations
and non-financial matters are considered

We want to see that all investment options have separately on page 30, we expect to see evidence

clear statements of aims and objectives - in of how these matters are taken into account

particular that as well as qualitative chjectives, in the design of the investment strategy and in

there are quantitative ijectiVE‘S N DL-:ICE. that investment decision r\qak”ﬂg

nvestment performance outcomes can objectively

be measured against. Ideally, we would like to see The Firm’s approach

evidence that these objectives link back to the

needs of policyhalders. [he Firm has separate business books
administered by Aegon and the Firm and so we
have commented on these separately below.

g // Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans

&
nair annual report Tor € L renaing (&I mber L0:



The Firm's pension business represents c.£327m
of a £4.5 billion portfolio, the majority of which
consists of savings and investment products.

ISGPP and ISSPP
(Administered by Aegon)

The ISGPPF and ISSPP comprise assets of
c.£257.9m, provided through 49 different
investrnent funds.

The plans are closed to employers setting up new
schemes, but existing employvers can continue to
add new memibers to theair existing plans.

A number of the schemes have a default option,
but no review process or maonitoring is currently
in place,

Members of ISGPP and ISSPP arrangemeants

are advised by Independent Financial Advisers
and hence the Firm, working with the external
administration service provider, liaise with the IFAs
to remind them of their responsibilities. The Firm
only provides information to members and no
guidance or advice.

Fund fact sheets are available which include the
stated cbjectives of the different funds. However,
the abjectives are communicated in & qualitative
manner without specific quantitative investrment
raturn targets. Specific benchmarks are usad
internally within the fund review process,

Ex-Canada Life and Scottish
Friendly Staff Pension Scheme
(Administered by Scottish Friendly)

The Scottish Friendly Staff Pension Scheme has
assets of cE20.9m and is open to new members,
The Scheme offers five funds to members, is not
used for auto enralment and does not include a
default option.

The Ex-Canada Life Workplace Pension Plan
book has assets of around £477m invested
through 35 different funds and is a closed book,
Mone of the schemes in this book of business
include a default option.

Mo fund fact sheets are available to the Ex-
Canada Life Workplace Pension Plan or Scottish
Friendly Staff Pension Scheme policyholders.
Palicyholders are referred to searching for

fund details on-line using MorningStar. This
approach means that fund information is hard for
policyholders to obtain current and appropriate
information on fund objectives,

Investment governance

The Fund Monitoring Framework is used to assess
different desian and parformance characteristics
of the unit-linked funds underlying all of the Firm's
workplace pension arrangements on a quarterly
basis, Some aspects such tha size of funds and
ESG ratings are taken into account and reviewed
on an annual basis,

The Firm has an ongoing project, the Unit Linked
Funds Rationalisation Project, which is undertaking
a comprehensive review of the Ex-Canada Life
Workplace Pension Plan and Scottish Friendly Staff
Pension Scheme investment options to provide a
fit-for the-future range that offers customers valus
for money. The project which started in 2021 aims
to deliver in 2024 and will take account of how
members are taking their benefits so that suitable
investment aptions are available to members,

The Investment Governance framewaork provided
details of the governance structure that is reguired
to ensure all actions and processes are foellowed
appropriately regarding investment objectives,
selection process as well as the review process,

The Firm’s strengths

The Investment Committes sets policies in relation
to ESG considerations for investrments.

Funds menitored via the watchlist mentioned
above also include those requiring acticns due to
ESG-related metrics.

The Firm's general view is that ESG is an important
risk factor and should be incorporated within
investment decision making by the Fund Managers,
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Areas for improvement

GAA challenge

The GaA expects the Firm to complete a strategic review of the ISGPP and ISSPF default
investment options to assess their ongoing suitakility for policyholders for our next report.

The GaA notes the work of the Unit Linked Funds Rationalisation Project in delivering a
comprehensive review of investment options dus in 2024, for the Ex-Canada Life Workplace
Fension Flan and Scottish Friendly Staff Pension Scheme and expects to see substantive
progress for our next report.

In 2021 the GAA challenged the Firm to provide fund fact sheets for the Ex-Canada Life
Workplace Pension Plan and Scottish Friendly Staff Pension Scheme to the GAA and to
make them accessible to the policyholders, To date, he Firm has not indicated when
these will be made available to policyholders.,

n Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans
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2. Investment performance
and risk

ISGPP and ISSPP

Excellent Good Satisfactory Poor
Value score:

Ex-Canada Life
Workplace Pension Excellent . Good Satisfactory Poor
Plan Value score:

Scottish Friendly
Staff Pension Excellent ® cood Satisfactory Poor
Scheme Value score:

What are we looking for? The Firm’s approach

We would expect to see a robust governance The Unit Linked Fund Committee meets
framework under which investment performance quarterly to review performance of investment
s manitored on a regular basis. Performance funds against their benchmarks using the Fund
should be measured against investment objectives, Monitoring Framework which includes metrics
ncluding against a measurable and stated such as size of fund, benchmark performance,
benchmarl. Performance should be net of fees. In fees, liguidity, ESG rating and other factors.

addition to the stated benchmarlk comparison risk

Active and passive funds are marked an a RAG
adjusted returns should also be considered. k !

rating and added to a Green Light list, a Watch

Where there are any concerns over investment list, or an Action List. The Action list is intended
performance, we expect to see evidence of to highlight funds where it is deemed necessary
appropriate action being taken, which may include to take action on a certain unit-linked fund,
engagament with investment managers and/or This may include:

mplemanting changes to fund options. We also

axpeact to see aevidence that the strategies ara

effective and take into account the policyhalders'

attitudes to risk | raising questions or concerns with the fund
manager, and

| further investigation of the possible actions
to taks;

| ratification of proposed action by the Unit
Linked Fund Committee to close or merge with
a similar fund.

Scottish Fr endly Assurance ::.H_ll_l L||'| ted - Workplace Personal Pension Plans
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The Watch list is intended to highlight funds for
closer monitoring. Mo immediate action for the
fund is required. The Unit Linked Fund Committes
may request the fund to be moved to the Action
list for exploratory action to be taken.

CGuarterly reports and recommendations are
provided to the Investment Committes for
approval,

The Firm’s strengths

The process for reviewing performance and other
characteristics of the funds operates within a
robust governance framework including wheraby
different aspects of the performance are loocked at
aver different time horizons.

There is a clear process when concerns are
identified and can be escalated and addressed via
the Watch list and Action list,

ISGPP and ISSPP

The Unit Linked Funds Raticnalisation Project is
reviewing the Ex Canada Life and Scottish Friendly
imvestment funds currently on offer.

Net investment performance

The net investment performance of the most
significant funds available to policy holders
and, where available, the performance of the
benchrmarks against which those funds are
measured are set out below.

Specifically, a number of Scottish Friendly's
passive funds have underperformed against
their benchmark indices and these should be
reviewed to understand whether the cause is
due to a pricing differences or something more
fundarmental.

There are 49 funds with total AUM of £257.9m of which 8 funds constitute around 84% of the Assets
Under Management (AUM). The net investment performance of these funds is listed below:

Fund Name

Met Investment Performance

Benchmark

Diversified_Global _Equity_Fund =11.90% =3.13%
M&G_PP_Global_Equity_Fund -8.90% -5.27%
Passive_60/40_Global_Equity_Fund =5.70% -2.56%
Passive_UK_Eguity_Fund -3.80% 0.30%
Retirement_Builder -13.10% 12.24%
Managed_Fund -27.90% -8.78%
Passive_Long-dated_Fixed_Interest_Gilt_Fund -35.50% -40.10%
Sterling_Liquidity_Fund 0.70% 1.40%

A fotal of 34 fund's {B9%) out of the 4% funds avalabie falled to beat thelr benchmark,
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Ex-Canada Life Workplace Pension Plan

There are 35 funds with total AUM of £47.7m of which & funds constitute around 84% of the ALM.
The net investment performance of these funds is listed below:

Fund Name Met Investment Performance Benchmark
5F CL Managed Pen SE -6.44% -8.78%
SF CL UK Equity Pen 54 -1.64% -2.72%
5F CL European Pen 54 =7.01% -8.13%
5F CL Multiple Investment Pen 54 -6.69% -8.78%
5F CL Managed Pen 52 -6.43% -8.78%

A fotal aof 12 fund's (34%) out of the 35 fund's avalable fafed to beat their benchmarks.

Scottish Friendly Staff Pension Scheme

There are 5 funds with total AUM of £20.9m. The net investment performance of these funds, excluding
the With-profits fund is set out below:

Fund Name Met Investment Performance Benchmark
Pension Managed Fund -2.20% -8.78%
Pension UK Equity Fund -4.38% =2.72%
Pansion Fixed Interest Fund -24.33% -24.32%
Pansion Cash Fund -1.29% 0.74%

Two furmds (50%) owt of the o funds with a benchmark have falled fo beat their benchmanks

For all the books, performance data is net of fees,
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Comparator results

We have assessed how the net investment performance provided to the Firm's policyholders
compareas to other sufficiently similar ermployver pension arrangements. This takes account of
both the nature of the provider and the performance of the investments being offered relative to
an appropriate benchrmark.

This assessment identified that the one-year net investment performance relative to benchrmark
far the Firm's policyholders over 2022, weightaed by the size of funds invested for ISGPP and
ISSPP was significantly below average relative to the comparator group for the underlying funds.

The one year net investrment performance for the Firm's policyholders over 2022 for Ex-Canada
Life Workplace Pension Plan was above average relative to the comparator group for the
underlying funds,

The ane year net investrment performance for the Firm's policyholders over 2022 for Scottish
Friendly Staff Pension Scheme was above average relative to the comparator group for the
underlying funds,

Areas for improvement

GAA observations

The GAA has noted that many of the funds within the workplace pension books

have underperformed their benchmarks during the 12-month assessrment period to

2] Decermnber 2022, The proportion is higher than in 2021 particularly within the ISGPP
and ISSPF arrangements wheare 69% have failed to match their benchrmark.

Specifically, a number of Scottish Friendly's passive funds have rmarkedly
underperformed their benchrmark indices. These should be reviewed to understand
whether the cause is due to a pricing differences or something meore fundarmental.

Scottish Friendly Assurance Soclety Limited - Workplace Personal Pension Plans
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Scottish Friendly Assurance Society Limited

- Workplace Personal Pension Plans

3. Communication

ISGPP and ISSPP

Value score: Excellent
Ex-Canada Life
Workplace Pension Excellent
Plan Value score:
Scottish Friendly
Staff Pension Excellent

Scheme Value score:

What are we looking for?

As a minirmum we expect communications to be fit
for purpose, clear and engaging and to be tailored
to take into account policyholders’ characteristics,

needs and ohjectives.

YWe would expect to see a comprehensive suite
of communications including annual benefit
staterments, pre-retirerment wake-up letters and
retirerment option packs.

Information on adrministration charges and
transaction costs should be made available

to policyholders on a publicly available

wabsite annually, including illustrations of the
compounding effect of the administration charges
and transaction costs an an annual basis,

Good Satisfactory Poor
Good Satisfactory . Poor
Good Satisfactory . Poor

In & high-quality communication service offering
we would expect a substantial online offering, with
a range of online support materials such as online
calculators to enable personalised calculations
with various selectable options. We would expect
telephone support to be available, with good
evidence of telephone scripts, call monitoring and
staff training.

Additicnally, we would expect policyholders to
be able to switch investrment options online and
to have support available to help them make
appropriate decisions. In particular, we waould
expect there to be appropriate risk warnings built
into the process,

We would expect the provider to able to offer

a range of different retirement options for
palicyholders, as well as clear signposting to
policyholders on where they can cbtain guidance
and advice on their retirerment options

16 // Scottish Frie rldly Assurance Society Limited - Workplace Personal Pension Plans
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The Firm’s approach

The ISGPP and ISSPP, administered by Aegon,
and Ex-Canada Life Workplace Pension Plan

and Scottish Friendly Staff Pension Scheme,
administered in-house by the Firm each have their
own communication suites, member portals and
an-line afferings. We have therefore evaluated
these separately.

At retirement all members can take an UFPLS or
transfer cut, There are no drawdown or annuity
options available except for the annuity option
offered to ex-Canada Life members. Mo guidance
15 provided, and members are signposted to an (FA
ar PensionWise for support.

ISGPP and ISSPP

A full suite of communications materials is provided
through Asgon. Policyholders also have access to
on-line functionality through a member portal.

Statutory member communications are reviewsed
at least annually by Aegon.

The investment fact sheets are provided by
Mobius. The onling switch process has adeguate
risk warnings and member support is available,
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Ex-Canada Life Workplace Pension
Plan and Scottish Friendly Staff
Pension Scheme

The range of communications for the Ex-Canada
Life Waorkplace Pension Plan and Scottish

Friendly Staff Pension Scheme is limited, Member
communications include a transfer pack, switch
form and wake up letters, which are satisfactory,
but there is no member guide or investrnent guide.

Costs and charges are hosted on a spreadshest
and publicly available.

Palicyholders can request a form to switch
investments but thera is no an-line option.

ExCanada Life members have the option of
a Canada Life annuity.

The Firm’s strengths

The communications for ISGPP and IS5PP
policyholders are clear and easy to follow and
benefit from the Firm's (through Aegon) wider
communications expertise and functionality.

These policyholders have on-line functionality and

a member portal which includes Aegon's TargetPlan
modeller. The on-line functionality is well developed.

Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans



Comparator results

We have assessed how the communication materials provided to the Firm's policyholders
compare to other sufficiently similar employer pension arrangements. This takes account of the
nature of the provider.

This assessment identified that the communication materials provided to the Firm's policyholders
over 2022 for ISGPP, ISSPP were average relative to the comparator group. The Ex-Canada Life
Workplace Pension Plan and Scottish Friendly Staff Pension Scheme were below average relative
to the comparator group.

Areas for improvement

GAA observations

The ISGPP and ISSPP fact sheets provided by Mebius dor't include performance comparison,
risk ar ESG ratings which means members have limited fund information.

Retirement options remain limited for all members unless they transfer their benefits away.
The Firm may wish to explore whether it could provide more sclutions in this area.

The GAA is aware that an extensive project is underway to review the Firm's communications
used by the Scottish Friendly administration team and any changes are due to be implemented by
July 2023,

GAA challenge

There ara limited memkber communication materials available to policyholders in the Ex-Canada
Life Workplace Pension Plan and Scottish Friendly Staff Pension Scheme. We would expect to see
greater member support including member guides and up to date investment fund informaticon.

18 Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans
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4. Firm governance

ISGPP and ISSPP

Excellent Good Satisfactory Poor
Value score: ®

Ex-Canada Life
Workplace Pension Excellent ® cood Satisfactory Paor
Plan Value score:

Scottish Friendly
Staff Pension Excellent ® cocd Satisfactory Foor
Scheme Value score:

What are we looking for? Aegon's regular Service Level Agreement (SLA)
reports and reparts into the Executive Commities.
We would expect to see a comprehensive

governance structure in place where, for The Executive Committee also receives regular
example, Terms of Reference are provided for reports in respect of the internal servicing of the
key cormmittees, reviewed on a regular basis, Firm's business book covering the Ex-Canada Life
with clearly defined scope, We would expect 1o Workplace Pension Plan and Scottish Friendly Staff
see evidence of the key committees operating Pension Scheme palicyholders.

during the year with minutes or meeting packs
demonstrating that the key scope elements of the
committes remit have been adequately coverad.

The Cutscurcing Committee is responsible for
reviewing all new outsourcing arrangements and
rmaterial third party services and for ensuring that

There should be a transparent and documentad internal and regulatory requirements are being met
procass for appointing and monitoring service for each arrangement reporting to the Executive
providers, with evidence of regular reviews being Committees. Assessment of Data and IT security
undertaken and changes being made as reguired, providers and Administration service providers are

conducted by the Outsourcing Committee.

The Firm’s approach
PP The Firm also operates an Investment Governance

[he cverall governance for all the boolks of Committes, a Unit Linked Funds Committee and the
business is done in house and oversaen by the Products, Partrnership and Process Approval Group

Executive Committees through regular reporting. _ ] )
The Operations and Audit Committee reviews the

[he Firmholds guarterly service review meetings Firm's intermal controls and liaises with external
with Asgon which includes the monitoring of auditors
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5. Financial security

ISGPP and ISSPP @ cxcelient

Good Satisfactory Poor
Value score:

Ex-Canada Life
Workplace Pension . Excellent Good Satisfactory Poor
Plan Value score:

Scottish Friendly
Staff Pension @ Excellent Gaod Satisfactory Poor
Scheme Value score:

What are we |0'Dkil19 for? The Firm has clear capital management objectives,
which include:
We look for information about the financial

position of the Firm supported by evidence such | protecting the Firm’s financial strength,
as accounts as well as ratings from third party providing security to policyholders;
rating agencies, where available. | complying with the PRA's capital requirements;

the Firm has not breached these requirements

We also look for information about how the assets L
at any point in 2022; and

are protected, for example in the event of fraud or

pankruptcy, at both Firm and manager level. This |  ensuring that the Firm's capital position
could relate to FCA ar PRA protection, ringfencing iz sufficient to enable it to invest in the
ar the structure of the underlying product. developrment of the business in order to fulfil

its stated core strategic objectives as

We are looking for evidence of a clear process to determined by the Board Committees

warn policyholders about fraud and scams and

for Firms to be actively monitoring for possible The capital paosition of the Firm is monitored on a

scamming activity, regular basis and reviewed formally by the Board
Committees. The With-profits fund is monitored

The Firm’s approach by the With-prafits Committee.

The Firm is ane of the largest UK mutual life Capital Management Policy is in place, which

offices, is regulated by the PRA and, as of Apri aims to protect the Firm's financial strength and

2022, had assets worth more than £4.5 billion and security for policyholders

an estimated 814,000 members
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The Firm’s strengths

The sclvency position {as measured by Solvency
Il Pillar 1 capital) of the Firm remains strong with
a solvency ratio of 204% as of 31 December
2022 up by 30% from the previous year and

is significantly above minimum regulatory
requirements.

A5 all funds offered by the Firm are unit-linked
funds wrapped by a life insurance policy these
are coverad in full by the Financial Services
Compensation Schame.

Areas for improvement

Adrministration Staff for all the books of business
in scope of the GAA are provided with extensive
training to remain up to date on key investor
protection measures such as pension scams

and phishing.

The GAA did not identify any specific areas for improvement,
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6. Administration and operations

ISGPP and ISSPP

Excellent Good Satisfactory Poor
Value score: ®
Ex-Canada Life
Workplace Pension Excellent Good Satisfactory Poor
Plan Value score:
Scottish Friendly
Staff Pension Excellent Good Satisfactory Paor

Scheme Value score:

What are we looking for?

We axpect Firms to have robust administration
processes in place with appropriate service
standard agreemeants and regular monitoring
and reporting around adherence to those service
standards. In particular, we are seaking evidence
that core financial transactions are processed
promptly and accurately, such as processing
contributions, transfers processing and death
benefit payments.

We lock for evidence of regular internal and
external assurance audits on controls and
administration processes. In particular, we are
ooking for a robust risk contral framework around
the security of IT systems, data protection and
cyber-security, We would expect to see evidence
that cyber-security is considered as a key risk by
the Firm's relevant risk governance committes
and that appropriate monitoring, staff training and
penetration testing is put in place,

We expect Firms to have a comprehensive
business continuity plan and evidence of its

effectiveness through appropriate testing or in
maintaining continuity of business during the
COVID-19 pandemic.

We would expect to see a low level of substantive
complaints and demonstration of a clear process
for resolving complaints.

The Firm’s approach

The Firm has an Information Security Folicy and has
established an Information Security Management
System to create an effective ocperational security
frarmework. Objectives are agreed on an annual
basis and reported to the Information Security and
Business Continuity Committes (ISBCC). There is an
extensive set of operational policies including patch
management and regular penetration testing.

The Business Continuity Policy (BCF) aims to
ensure that, in the event of a disruption to its normal
business, it can restore its critical activities with a
minimum of disruption. Key components of the
Business Continuity Management System are testad
annually to ensure the Firm's BCP will work as
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anticipated. The Firm's Business Continuity Exercise
Programme was reviewed in September 2022,

The Firm's separate business books have separate
SLAs and reporting mechanisms. We have therefore
considered these separately.

ISGPP and ISSPP

Comprehensive monthly and quarterly reparting is
provided by Aegon against a detailed SLA which
includes details of breaches and complaints,

Aggregated core financial transactions over the
assessmeant year were broadly in line with targets
{Aegon achieved an average SLA performance of
95% relative to an average target level of 97% for
core financial transactions).

There were 23 upheld complaints within the year
which the GAA deemed to be reascnable given
the size of membership.

Comparator results

Ex-Canada Life Workplace Pension
Plan and Scottish Friendly Staff
Pension Scheme

Administration reporting is provided but is not
at a sufficiently granular to assess the extent to
which the Firm met the SLAs for core financial
transactions.

All pensions-related transactions are assessed
using the same five-day SLA target.

Ower the assessment year, 78% of pensions-
related transactions were completed within the
5-day target which was materially lower than last
year's 91%. The GAA would expect core financial
transactions to be individually identifiable with
more refined targets in-line with thosa of ISGPP
and ISSPP.

The Firm couldn't identify complaints that were
specific to the products that were in scope for
this report.

We have assessed how the guality and timeliness of the administration services, including the core
financial transaction processing, provided to the Firm's policyholders compare to other sufficiently

sirnilar employer pension arrangements.

This assessment identified that the administration services provided to the Firm's policyholders owver

2022 for ISGPP and ISSPF were average relative to the comparator group. The administration services
provided to the Firm's policyholders over 2022 for Ex-Canada Life Workplace Pension Plan and Scottish
Friendly Staff Pension Scheme were below average relative to the comparator group.

Areas for improvement
GAA challenge

In 2021, the GAA challenged the Firm to provide more detail on administration
performance against the Service Level Agreement for the Ex-Canada Life
Workplace Pension Plan and Scottish Friendly Staff Pension Scheme such that
core financial transactions can be individually identified and reported on.

The Scattish Friendly administration performance of 78% on a 5 day turn around
is poor and this represents a significant deterioration from 2021

24
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7. Engagement and innovation

ISGPP and ISSPP

Value score: Excellent
Ex-Canada Life
Workplace Pension Excellent
Plan Value score:
Scottish Friendly
Staff Pension Excellent

Scheme Value score:

What are we looking for?

We expect to see evidence thal the product is
reviewed at least annually, with new products
or services being launchaed an a regular basis,
that have been developed taking into account

policyholders’ characteristics, needs and objectives,

ncluding direct feedback from palicyholders.

We are locking for evidence of regular, proactive
engagement with policyholders to cbtain feedback
and for this feedback to be taken into account
when reviewing the product offering.

Good Satisfactory

Good Satisfactory

Good Satisfactory Poor

. Poor

. Poor

The Firm’s approach

We understand the Firm is not actively seeking
new pensions business except for policy
contribution increases or new mambers to existing
schemes

While no engagement and innovation was
undertaken over 2022 for the Ex-Canada Life
Workplace Pension Plan and Scottish Friendly Staff
Pension Scheme, there is wider work as part of the
fund raticnalisation project which will impact these
books of business. The expected implementaticn
date for this is 2024 and is likely to result in
developments across the pension product range.

Mo feadback is obtained from any of the
policyholders in these blocks of business within
scope of the GAA,
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The Firm’s strengths

Aegon has an ongoing development programme to improve the functionality and member experience
of its administration and platform as part of its master trust development, which improves the service
and experience of the ISGPP and ISSPP policyholders,

Areas for improvement

GAA observations

The GAA would expect there to be continuing product developments by the Firm for the
Ex-Canada Life Workplace Pension Plan and Scottish Friendly Staff Pension Scheme.

The cngoing lack of policyholder feedback across all three business books is disappointing.
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8. Cost and charge levels

ISGPP and ISSPP

Value score: Excellent
Ex-Canada Life
Workplace Pension Excellent
Plan Value score:
Scottish Friendly
Staff Pension Excellent

Scheme Value score:

What are we looking for?

The GAA has considered the overall level of
charges borne by policyholders over the year.
This included assessing:

| the fund annual management charges,
adrministration charges and transaction costs

being borne by policyholders

| any other charges being paid by policyholders to
rmanage and administer their workplace pensions

| the process for collecting and monitaring overall
rmember charges, including transaction costs

| how the firm monitors charges

| whether the overall level of charges is
reasonable, bearing in mind the nature of the

investment, level of performance, and degree of
risk management,

. Good

Good

Good

Satisfactory Poor

Satisfactory

. Poor

Satisfactory Poor

the distribution of charges across policyholders.

Whilst we have considered the average total costs
and charges payable by policyhelders we have
noted where there may be notable cutliers such as
high charges for small pots.

Required disclosures relating to costs and charges
payvable by the Firms policyholders can be found
in Appendix A,

The Firm’s approach

Bealow we describe the charges for the different
books of business for the Firm which are in
scope of the GAA VM assessment during the
assessment period:
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ISGPP and ISSPP

The annual management charges borne by
members within the 8 largest funds (representing
84% of the alUM) for these products range
between 0.57% and 0.82%.

The transaction costs for the largest 8 funds range
from 0.04% to 019%. There are no other charges.

Ex-Canada Life Workplace
Pension Plan

The Ex-Canada Life policies have a complex
charging structure which includes loyalty bonuses,
The GALA understands that:

| after the first anniversary of each paolicy, a
group loyvalty bonus applies each yvear to each
individual policy and is equal to 0.25% p.a. of the
value of the units,

| After the tenth policy anniversary, a loyalty
bonus is added each yearand is egual to 0.875%
p.a. of the value of units on the policy.

However, these charges cease if a policy is
cantributions cease and so most members will not
be benefiting from these charge reductions.

The annual management charges borne by
members in the five largest funds (representing
84% of the AUM)Y range between 1.3% and 1.51%,
noring the impact of loyalty bonuses.

Comparator results

Scottish Friendly Staff Pension
Scheme

The & funds within the Scottish Friendly Staff
Pension Scheme have administration charges
of 1% p.a.

The & funds have transaction charges ranging from
0% to 0.52%. There are no other charges.

Improvements since last year

The Firm's Unit Linked Funds Rationalisation
Project aims to rationalise the unit-linked fund
range to ensure the funds provide a fit-for-future
range that offers customers value for money, We
have seen evidence that progress has been made
with this project which should in part address our
concerns regarding costs and chargeas, however
imoplementation is not due until 2024,

The GAA understands a Product Review is also
underway to assess the overall level of policvholder
charges. This work is urgently required to address
the high charges that policyholders in the Scottish
Friendly Staff Pension Scheme and Ex-Canada Life
Workplace Pension Plan are subject to.

We have assessed the overall cost and charge levels payable by the Firm's policyholders in
comparison to policyholders of other sufficiently similar employer pension arrangements, This

takes account of the nature of the provider,

This assessment identified that the overall cost and charge level paid by the Firm's policyholders
over 2022 for ISGPP and IS5PF and Scottish Friendly Staff Pension Scheme were average relative
to the comparator group. The overall cost and charge level paid by the Firm's policyholders aver
2022 for Ex-Canada Life Workplace Pension Plan were above average relative to the comparator

group.
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Areas for improvement

GAA challenge

In 2021 the GAA challengad the Firm to review the charges for memibers of the Ex-Canada
Life Workplace Pension Plan which for the & largest funds range from 1.3% to 1.51% and
which for the Scottish Friendly Staff Pension Scheme are 1%.

We understand that fund charges are being considered as part of the Unit Linked Funds
Raticnalisation Project although this is not due until 2024, A Product Review is also
underway looking at overall product charges. However, we would urge the Firm to take
more targeted steps to address these high averall charges,
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ESG financial considerations,
non-financial matters and

stewardship

What are we looking for?

YWhere the Firm has an investrment strategy or
makes investment decisions which could have

a material impact on policyholders’ investmeant
returns, the GAA will assess the adequacy and
quality of the Firm's policy in relation 1o ESG
financial considerations, non-financial matters and
stewardship, The GAL will considaer how thesea
are taken into account in the Firm's invastment
strategy or investmeant decision making. We will
also form a view on the adequacy and quality of
the Firm's policy in relation to stewardship.

We expect the Firm's policy in relation to these
considerations:

a) sufficiently characterises the relevant risks or
opportunities;

b)  seeks to appropriately mitigate those risks and
take advantage of those oppartunities;

c) is appropriate in the context of the expected
duration of the investrment; and

d) is appropriate in the context of the main
characteristics of the actual or expected

relevant policyholders.

We also expect that the firm's processes have been
designed to properly take into account the risks or
opportunities presented.

Scottish Friendl
30 / nnual rot

u T the year endinc 1a ber 2

Whilst this formal requirement falls outside the
overall Value for Money assessment, the GALAS
Yalue for Money framework does take into
account, where relevant, when scoring

13 Product Strategy Desian and Investment
Objectives, how the Firm has integrated ESG
financial considerations and non-financial matters
in the Firm's investrment strategy and investment
decision making.

The Firm’s approach

The GAA has received a copy of the Firm's ESG
policy which is reviewed annually. The Investment
Committes has overall responsibility for monitoring
and implementing the Firm's ESG Palicy.

Input is provided from the Unit-Linked Funds
Committes (ULFC) which is responsible for
monitaring and implementing the ESG Paolicy in
respect of underlying funds used for unit-linked
fund offerings and reporting the outcome of
manitaring and compliance,

Additionally, the GAA understands that work to
integrate climate risk into the risk management
framework and appetites, and underlying policies
has been undertaksn

ESG factors, and particularly climate change
risk, are considered in the Firm's Own Risk and
Solvency Assessment (ORSA).
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The Firm’s strengths

The Firm's general view is that ESG is an important
risk factor and should be incorporated within
Investments.

A comprehensive ESG strategy is embedded
within the investment strategy. The review process
is built into the Fund Monitoring Framework which
reguires the E5G rating to be monitored annually.

The Firm selects fund managers that are current
signatories of the UN PRI principles or conform to
a sirmilar standard, Fund managers annually
present the ESG performance and ratings to the
Board and the Investrment Committes,
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Funds monitored via the watchlist mentioned
above also include those requiring actions due to
ESG-related metrics.

The GAA cansiders the policies in relation to ESG
risks, non-financial considerations, and stewardship
to be adequate and of good quality,
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Appendix A:
Cost and charge disclosures

The FCA requires that administration charges and transactions costs, in relation to each Relevant
Scheme must be published by 320 September, in respect of the preavious calendar year: These
disclosures must include the costs and charges for each default arrangement and each alternative
fund option that a member is able to select. They should also include an illustration of the
compounding effect of the administration charges and transaction costs, on a prescribed basis
and for a representative range of fund options that a policyholder is able to select.

[he Firm has compiled these disclosures and compounding illustrations, which are provided on
a publicly accessible website at wy ottishfriendly.. nembers-area/latest-investment
information/scottish-friendly-governance-advisory-arrangement

UK
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comparator products
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Appendix B:

Comparison report

The FCA requires that a comparative assessment
be made of certain sub-features of the Value

for Money assessment, The GAA is reguired to
compare the Firm's offering against a selected
aroup of ather similar product options available in
the market based on publicly available information,
If an alternative schemels) would offer better value,
we must inform the pension providear

FEDRAs GAA operates for a number of Firms, all
of whom hawve agreed that the GAA can make use
of the data we have gathered on their offerings to
carry out the required comparisons this vear. This is
done on an ancnymised basis.

How the comparators were selected

The GAA has selected a numiber of comparator

products that we determined are sufficiently similar
products so as to be comparable to those provided
by the Firm for this purpose. The selection was
based on the following broad criteria:

| Type of product ie, whether accumulation or
pathways, and within accurnulation whether the
product is a SIPP or workplace group personal
pension

| Products where Firms provide similar services,
for example in the case of a SIPP whether
the provider has responsibility for setting and
monitoring the investment strategy

| Similar membership cohort, for example staff
schemes for staff of the provider

Based on these criteria we believe that the
chosen will provide a
reascnable compariscon for the policyholders of
ISGPPR, ISSPP, Ex-Canada Life Workplace Pension
Plan, and Scottish Friendly Staff Pension Scheme.

Comparison of Net Investment
Performance

We have assessed how the net investment
performance provided to the Firm's policvholders
compares to other sufficiently similar employver
pension arrangerments. This takes account of both
the nature of the provider and the performance

of the investments being offered relative to an
appropriate banchmark

This assessment identified that the aone year

net investrment performance for the Firm's
policyholders aover 2022 for Ex-Canada Life
Waorkplace Pension Plan was above average relative
to the comparator group for the underlying funds
The one year net investment performance for the
Firm's policyholders ocwver 2022 for Scottish Friendly
Staff Pension Scheme was above average relative
to the comparator group for the underlying funds

Comparison of Communication
provided to policyholders

We have assessed how the communication
materials provided to the Firm's policyholders
compares to other sufficiently similar emplayer
pension arrangements. This takes account of the
nature of the provider,

This assessment identified that the communication
materials provided to the Firm's policyholders aver
2022 were for |ISGPR, ISSPP were average relative
ta the comparator group, The Ex-Canada Life
Warkplace Pension Plan and Scottish Friendly Staff
Pansion Scheme were balow average relative to the
comparator group,
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Comparison of Administration
Services

We have assessed how the quality and timeliness
of the administration services, including the core
financial transaction processing, provided to the
Firms policyholders compares to other sufficiently
similar employver pension arrangements.

This assessment identified that the administration
services provided to the Firm's policyholders owver
2022 for ISGPP and ISSPP were average relative to
the comparator group. The administration services
provided to the Firm's policyholders owver 2022

for Ex-Canada Life Workplace Pension Plan and
Scottish Friendly Staff Pension Scheme were bealow
average relative to the comparator group,

Comparison of costs and charges

We have undertaken the comparison of cost and
charge levels considering three categories of
charges:

| Annual management charge

| Transaction costs

| Other Costs and Charges

We have assessed the overall cost and charge
levels payable by the Firm's policyholders in
comparison to policyhelders of other sufficiently
similar employer pension arrangements. This takes
account of the nature of the provider.

This azsessment identified that the averall cost and
charge level paid by the Firm's policyholders over
2022 for ISGPP and ISSPP and Scottish Friendly
Staff Pension Scheme were average relative to the
comparator group, The overall cost and charge level
paid by the Firm's policyholders over 2022 for Ex-
Canada Life Workplace Pension Plan were above
average relative to the comparator group.
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Appendix C: GAA activity
and regulatory matters

This section describes the work that the GAA has
done over the year and also covers the other matters
which we are required to include in our annual report

GAA engagement and actions
this year

We prepared and issued a request for data on all the
relevant workplace pension policies in early 2023,

Members of the GAA had a meeting with
representatives of the Firm to kick off the Value for
Money assessment process for the 2022 calendar
year and to discuss and agree timescales.

Membears of the GAA had a meeting with
reprasentatives of the Firm to discuss the
nformation that had been provided in response
to the data request. This was an opportunity for
meambers of the GAA to meet key personnel
with responsibility in the various different areas
ncluding investrment strategy and how this has
evolved, fund range including design of defaults,
nvestment governancs, approach to ESG, non-
financial matters and stewardship, administration
and communications and risk management. In some
cases, this mesting was virtual.

Mambers of the GAA had a meaeting with
represantatives of the Firm to discuss the GAA's
provisional scoring of Value for Money of tha
n-scope the Firm workplace pensions and the
approach for meeting the cost and charges
disclosure requirements in COBS 19,513,

As part of the Value for Monay assessment process
the Firm has provided the GA L with most of the
nfarmation that we requested, including evidence
n the form of minutes and other documentation to
support areas of discussion at the site visit,
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The GAA held several meetings during the year to
review and discuss the information we received and
to develop and improve the way that we assess Value
for Monsy and report on this,

Civer the last vear the GAA reviewed our Value

for Money assessment framework and scoring
methodology to ensure this continued to be applied
cansistently. Whilst the Value for Money assessment
frarmework itself remains largely unchanged from
the pravious year, significant work has taken place
reviewing and developing the data request and

the approach for Firms to provide information in
response to the data request, to make the process
mare efficient.

The GA LA documents all formal meetings with
Scottish Friendly and maintains a log which captures
any concerns raised by the GAA with Scottish
Friendly, whether informally or as formal escalations
The key dates are:

Issue data request 14/02/23
Kick off meeting 28/02/23
Site visit 22/05/23
GAA panel review meeting 30/05/23
Discuss provisional scoring 13/06/23

Concerns raised, and challenges
made with the Scottish Friendly by
the GAA and their response

The GAA has not raised any concerns with the
Firmm during the year covered by this report.
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The arrangements put in place
for policyholders’ representation

The following arrangements have been put in place
to ensure that the views of policyholders can be
directly represented to the GAA:

36

The role of the GAA and the cpportunity for
policyholders to make representations direct
to the GAA has been and will continue to be
communicated to policyholders via
www.scottishfriendly.co.uk/members-area,
latest-investment-information/scottish-
friendly-governance-advisory-arrangement

The Firm will receive and filter all policyholdar
communications, to ensure that this channel
is not being used for individual complaints
and queries rather than more general
representations which may be applicable

to more than one policyholder or group

of policyholders, Where Scottish Friendly
determine that a communication from a
policyholder is a representation to the GAA,
it will be passed on in full and without editing
or comment for the GAA to consider.

In addition, the GAA has established a dedicated
inbox at zgl.gaacontact@zedra.com so that
policyholders can make representation to the
Gas direct. The Firm will include details of this
contact e-mail address on www.scottishfriendly.
co.uk/members-area/latest-investment-
information/scottish-friendly-governance-
advisory-arrangement

Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans

Chair's annual report for the year ending 31 December 2022



7

Scottish Friendly Assurance Society Limited
- Workplace Personal Pension Plans

Appendix D:

ZEDRA GAA credentials

In February 2015 the Financial Conduct Authority
(FCA) set oul new rules for providers operating
workplace personal pension plans (called relevant
schemes) to take effect from 6 April 2015,

From that date, providers had to have set up an
Independent Governance Committes or appointed
a Governance Advisory Arrangement whose
principal functions would be to:

| Act solely in the interests of the relevant
policyholders of those pension plans, and to

|  Assess the ‘walue for money’ delivered by the
pension plans to those relevant paolicyholders.

[hese requiremnents were then extended to Firms
providing investment pathways in respect of
pathway investors from 1 February 2021

The FCA rules also require that the Chair of

each Independent Governance Committee and
GCovernance Advisory Arrangemeant produce an
annual report setting out 2 number of prescribed
matters,

The ZEDRA Governance Advisary Arrangemeant
{'the GAA"Y was established on 6 April 2015 and
has been appeointed by a number of workplace
personal pension providers and investment
pathways providers, ZEDRA is a specialist provider
of independent governance services prirnarily

to UK pension arrangements. Amongst other
appointments we act as an independent trustee
on several hundred trust-based pension schemes
and we sit on a number of IGCs. More information
on the ZEDRA GAA can be found at www.zedra.
comy/services/pensions-sponsoring-employer
services/professional-trustee-governance/

contract-based-pensions-governance,

The membears of the ZEDRA G4A are appointed
by the Board of ZEDRA Governance Ltd, The
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Board is satisfied that individually and collectively
the members of the GAA have sufficient expertise,
exparience, and indepandence to act in the interasts
of relevant palicyhalders or pathway investors

The Board of ZEDRA Governance Ltd has
appointed ZEDRA Governance Ltd to the GAA
The majority of ZEDRA Governance Ltd's Client
Directors act as representatives of ZEDRA
Governance Ltd on the GAA,

The Board of ZEDRA Governance Ltd has also
appointed Dean Wetton, acting on behalf of
Cean Wetton Advisory UK Ltd, to the GAL.
Dean Wetton and Dean Wetton Advisory UK Ltd
are independent of ZEDRA.

The Board of ZEDRA Governance Ltd has
appointed either a specific named Client Director of
FEDRA Governance Ltd or Dean Wetton of Dean
Wetton Advisory Ltd to act in the capacity of Chair
of the GAA In respect of each Firm

More information on each of ZEDRA's Client
Directors, their experience and gualifications can
be found at www.zedra.com/people/

Informaticn on Dean's experience and qualifications
can be found at www.deanwettonadvisory.com

The GAL has put in place a conflicts of interest
register and maintains a conflicts of interest policy
with the abjective of ensuring that any potential
canflicts of interest are managed effectively so they
do not affect the ability of Zedra Governance Ltd or
Dean Wetton Advisory Ltd to represent the interests
of relevant policyholders or pathway investors

The terms of reference agresed with the Firm
can be found at: www.scottishfriendly.co.uk/
members-area/latest-investment-information,/
scottish-friendly-governance-advisory-

arrangement

Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans
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Appendix E:
Glossary

Active management

The investmeant of funds where the skill of the
fund manager is used to select particular assets at
particular times, with the aim of achieving higher
than average growth for the assets in guestion

Annual management charge
(AMC)

A deduction made by the pension provider
ar investrment manager from invested assets,
narmally as a percentage of the assets. The
AMC is generally how the pension providsr or
nvestrment manager is paid for their services.

Annuity

A series of payments, which may be subject to
ncreases, made at stated intervals, usually for
ife. If the annuity is joint life’, it will continue to

a spouse (usually at a lower rate) after the death
of the original person receiving the payments
{'the annuitant™.

COBS

The Conduct of Business Sourcebook prepared
vy the Financial Conduct Authority (FCAD.

In particular when we use COBS in this report
we are referring to Chapter 12 of the COBS which
sets out the provisions relevant to the Value for
Money Assessrment of workplace pensions

Core financial transactions

The essential processes of putting moneay into
a pension policy or taking it out, namely:

| Investment of contributions

| Implementation of re-direction of future
contributions to a different fund.

| Investment switches for existing funds,
including life-styling processes.

| Settlernent of benefits - whether arising
from transfer cut, death or retirement.

Decumulation

The process of converting pension savings to
retirement iIncome.

Environmental, social and
governance (ESG)

These are the three main factors locked at

when assessing the sustainability {including the
impact of clirmate chanae) and ethical impact of a
company of business. ESG factors are expected
to influence the future financial performance of
the company and therefore have an impact on
the expected risk and return of the pension fund
investment in that company.
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Flexible access

This refers to accessing pension savings in the
form of income and/or lump sums. Pension
savings that are not being accessed immediately
will generally remain invested.

Life-styling

An automated process of switching investment
strategy as a policyhalder approaches retirement,
in & way that is designed to reduce the risk of a
policyhaolder’s retirement income falling.

Net investment performance

The investmeant performance of the fund
after deducting all asset management
charges, administration charges, taxes and
fees for managing the fund including any
transaction costs,

Relevant policyholder

A rmmermber of a relevant scheme who is or has
been a worker entitled to have contributions paid
by or on behalf of his employer in respect of that
relevant scheme.

Relevant scheme

A personal pensicn scheme or stakeholder
pensicn scheme for which direct payment
arrangements are, or have been, in place, and
under which contributions have been paid for two
ar more employees of the same employer.

39

Transaction costs

& combination of explicit and implicit costs
included within the price at which a transaction
(i.e. buying or selling an asset) takes place.

With profits

A insurance contract that participates in the
profits of an insurance company. The insurance
company aims to distribute part of its profits to
with-profits policy holders in the form of bonuseas.

Unit-Linked

& type of investment where the investments of

a number of people are pooled together and
divided into units of equal value, The value, or
price, of each unit depends on the value of the
assets of the unit linked fund, The unit price
determines the number of units the policyhalder
receives when they invest money in the fund, and
the sum they receive when they sell their units.

Scottish Friendly Assurance Society Limited - Workplace Personal Pension Plans
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Appendix F:

Summary of Workplace
Personal Pension Plan Data
as of 31 December 2022

Workplace Personal Pension and
Stakeholder In-Scope arrangements

Mumber of Policyholders Assets Under Management

The Investment Solutions Group Personal
Pension Plan {'ISGPP" and The Investment 9.5Mm £257.9m
Solutions Stakeholder Pension Plan (ISSPP")

Ex-Canada Life Workplace Pension 2,218 E47.7m

Scottish Friendly Staff Pension Scheme 1,662 £20.9m

Scottish Friendly Assurance 5ociety Limited - Workplace Personal Pension Plans
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