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Effective written communications can go a long way to support members and help them
get the best they can out of their pension scheme.

Also, our Trustee toolkit provides more information on the importance of effective
communication.

Key points

e In DC schemes, many of the important decisions which affect
members’ benefits are made by the members themselves.

e If members have a lack of understanding of their pension
arrangements they may well make poor decisions or take no action at
all.

e These guidelines set out principles of good practice and provide
examples to help trustees, managers and employers to consider what
they are trying to achieve and determine whether their written
communications are successful.

e The principles we describe may be useful for anyone involved in
producing member communications, including pension scheme
providers, advisers and administrators.
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About our approach

Our research shows that member communications vary greatly in their effectiveness. By
providing these good practice guidelines and examples we hope to help some schemes to
evaluate their communications and find ways to improve their effectiveness. This can often
be achieved without incurring increased costs.

These pages do not describe the legal requirements — these are set out in the disclosure
regulations (Occupational Pension Schemes (Disclosure of information) Regulations 1996
and the Personal Pension Schemes (Disclosure of information) Regulations 1987) which
set out the minimum information which a member must receive. The regulator would
expect every scheme to comply with these requirements. Providers of contract-based
schemes must also comply with requirements of the Financial Services Authority’s (FSA)
rules.

We have worked together with the FSA in producing these pages.

The importance of effective member communications

If members don’t understand their pension scheme then they may not appreciate its value
or realise how it can help them to save for retirement. As a result they may not benefit from
their scheme as much as they should.

Trustees or managers and employers have a shared interest in seeing that:

e members are engaged and motivated to plan for their eventual retirement and do
not become confused and discouraged;

e the scheme is effective in attracting, motivating and retaining employees;

e unnecessary time and resources are not taken up by ineffective or badly planned
communications exercises; and

e the requirements of legislation are complied with.

These benefits are unlikely to be achieved unless the scheme is clearly communicated to
the employees.



What makes member communications effective?
Effective communications will have impact, clarity and accuracy.

e Impact — to get the members’ attention
e Clarity — so the members are able to understand it
e Accuracy — so members receive full and reliable information

These qualities all work together; a communication that is clear and accurate but makes
no impact may not have the desired effect, and a communication that makes an impact
and is clear, but is inaccurate, may be misleading.

Trustees of occupational pension schemes should refer to our Trustee toolkit which sets
out many of the principles of effective communication. If schemes have access to
communications experts they may want to make use of that expertise.

Trustees should also be prepared to challenge their advisers or providers of group
personal pensions if it appears that a communication may not achieve what it sets out to
do.

Following good practice

Identify your objectives, and have a clear communications plan
Identify the best ways to communicate

Tailor communications to the audience

Remember the needs of all groups, not just active members
Be open and honest

Avoid jargon

Choose a good time and try to get members to engage

Identify your objectives and have a clear communications plan
Communications should be made with a clear plan in mind and everyone involved in a
communications exercise should understand its objectives.

When deciding whether to publish a communication, try to gauge the reaction of those
receiving it, to determine whether it will achieve its objectives. This is particularly important
if a difficult message is involved, in which case the communication should give the
members confidence to make any necessary decisions.

You can sometimes anticipate members’ reactions by carrying out ‘consumer testing’
among a limited cross-section of the intended recipients.

If possible, try to assess the members’ reactions to the communications after the event
and evaluate whether the communications objectives have been achieved so that lessons
for the future can be learned.



Identify the best ways to communicate
Consider the advantages of various forms of communication when setting out to
communicate with members.

Effective communication does not have to be elaborate, glossy or costly. A simple poster
or one-page hand-out, if it makes the point well, may be all that is needed for some
situations; other changes may benefit from a sustained communications campaign.

There are many alternatives available, and experience should suggest which methods are
likely to be most successful for a particular workforce. Sometimes it may be helpful to use

more than one channel of communication, or to repeat the message at suitable intervals. It
Is often better to deliver complex messages in bite-sized pieces.

Some messages may be best conveyed face-to-face or by direct communication whereas
others can be adequately covered by a notice on a staff notice-board. Email can be a very
effective form of communication if it is in common use throughout an organisation and
available to all members. However, where email is used, it is important to remember the
need to keep the communication for future reference.

Even when face-to-face communication is possible, many members like the additional
security of receiving information in writing.

When deciding the best way to communicate your message to members, the following are
among the factors you might want to consider:

e the length of the subject-matter;
e the degree of urgency; and
e the need for an individual response.

Tailor communications to the audience
Communications of any sort are most effective if they are closely based on a good
understanding of the members receiving them.

Very technically complex communications can be daunting. If the majority of the workforce
of an organisation is not used to dealing with financial matters a very simple and direct
approach to communication will be needed. A large bulk of technical text might put
members off considering decisions that could have a serious impact on their benefits in the
long term.

Where it is necessary to deal with technical matters, simple explanations should be
provided if at all possible.

The employer (and the trustees, if any) should know the workforce and be aware of:

their needs;

their levels of financial awareness;
their access to technology; and
any disabilities or impairments.

Some members may benefit from alternative forms of communication or special
arrangements.



Remember the needs of all groups, not just active members
Sometimes, the same message will be relevant to different groups:

active members;

members who have changed employers;
deferred members; and

pensioners.

However, this will not always be the case, and different groups may be affected in different
ways or may be most receptive to different forms of communication.

Ideally, target your communications to the groups they affect. However, some
communications which are widely circulated will contain a note that a group (such as
pensioners or deferred members) are not affected. Where this is the case, these notes
should be carefully worded to avoid any group feeling ‘cut out ‘of the process.

Maintaining contact with deferred members and pensioners is more than just a good
publicity exercise — it will smooth the administration process for the future. A newsletter
can be a good way of achieving this.

Be open and honest
Communications should always be fair, clear and not misleading. They should be factually
accurate, and should be set out clearly so that members can readily understand them.

Communications should be balanced to present a fair view of the facts (particularly
important where changes are being introduced), and should convey relevant information.
Aim to cover any detail legally required, but avoid covering every possible situation,
however remote, with the result that the communication becomes overly long and
complex.

Avoid jargon
The subject of pensions is one which readily lends itself to technical terms, but these may
well mean little to anyone not closely associated with the pensions industry.

Jargon, specialist terms and acronyms are best avoided where possible; if they are
absolutely necessary explain them clearly in terms the reader will understand.

Choose a good time and try to get members to engage

Where there is a choice about the timing of a communication, it makes sense to choose a
time when the members are likely to be receptive. Also, try to avoid overburdening
members with too many communications in a short time.

Our research shows that if it is possible to engage with the members and make the
communication a two-way process, this is likely to generate higher levels of interest than if
the communication makes no provision for feedback.



Key areas

It is important that all communications to members should be produced to a consistently
high standard. However, there are key areas that are critical to members’ decision taking
and which may also present a particular challenge to those charged with the task of
communicating. As we cannot cover every aspect of member communications, this
guidance is focussed on four key areas.

At or prior to the time of joining the scheme

Early communications should aim to spark the members’ active interest. Members will
need information about the decisions they will be required to take, including
communication about choice of funds (including charges and their effects on members’
funds) and the risks and rewards of a DC scheme compared to other forms of saving.

If a scheme is introducing a new DC section into a DB scheme, it may be advantageous to
make comparison to the relationship between risk and reward under the two types of
scheme.

Members may also need assistance in dealing with the complexity and volume of
information available on joining a scheme.

Member approaching retirement

Whether or not members are given pre-retirement counselling face to face (either
individually or on a pre-retirement course) effective written communications can help
improve member understanding. Members would need timely information about the open
market option and support to enable them to decide on the annuity ‘shape’ that would best
suit them, and on other retirement income products available.

Times of change

Changes in scheme design, changes to the funds the member can invest in, or even the
change from DB to DC (or vice versa) all present a challenge, to trustees, scheme
managers and provides, and to the members’ understanding. Certain changes require the
employer to consult with the members, under the terms of the Employer Consultation
regulations. In any event, members would require sufficient information to understand the
changes being made, the effect on their benefits and contributions and what the changes
require from them.

Ad hoc communications through notices, the intranet etc.

It is easy to overlook the importance of ongoing member communications, but often these
are the only communications that members, especially deferred members, will receive
from the scheme.

Trustees, scheme managers, providers and employers use a variety of media to maintain
contact with members and convey messages that may provide support as needed, from
time to time. They can include reminders to active members to review fund choices and
levels of contributions, and can encourage deferred members to remain in touch and
provide schemes with updated details of addresses and marital status if these change.



Examples
Here we provide a number of examples to help explain the tips identified below.

At or prior to time of joining the scheme

If a page of text is broken up into small sections with interesting headings, members will be
more likely to read through it. Clear, interesting explanations will help the members.

See Appendix A - examples numbered 1 and 2.

An attention-getting headline may be effective in introducing a complex subject.
Newspapers use the same technigue — a bold headline, and then the story.
See Appendix A — example 3.

Members need to understand the importance of their role in DC schemes. Sites which set
this out clearly, or which direct members to modellers or other tools, will engage members
with the scheme and help them realise the importance of their investment decisions.

See Appendix A — examples 4 and 5.

It is valuable to highlight the things that members need to consider, without holding back
any information. It is also useful to tell members clearly how they can exercise their
choices.

See Appendix A — example 6.

Members can be worried by technical explanations and this can lead to them ignoring what
Is being said. Clear simple explanations of technical matters like charges and investments
can help members make appropriate decisions.

See Appendix A — examples 7 and 8.

Trustees should consider directing members to alternative sources of information. See
Appendix A — example 9.

Member approaching retirement
Planning for retirement needs to start well before retirement — members should be
encouraged to think ahead. See Appendix A — example 10.

Taking members through a choice step-by-step will help them make decisions with
confidence. When members have a complex choice to make, such as the open market
option, use clear headings and simple language to help them. See Appendix A —
examples 11 and 12.

Often, form design is an afterthought, but a poorly designed form may discourage
members from taking action. Use well-designed forms to make members think about the
decisions they have to take (such as the type of annuity they want). See Appendix A —
example 13.

Make sure that the open market option is given the right level of prominence in
communications to members approaching retirement, as this can be vital for the members
to take appropriate decisions. See Appendix A — example 14.



Times of change
Communications should be clearly planned, so that everyone involved understands the
objectives. See Appendix A — example 15.

If you have good news, tell it clearly and it will be appreciated. Use strong visual imagery
to draw attention to a rule-change. See Appendix A — example 16.

Not all news is good news, but if bad news is clearly explained the members will then be
equipped to deal with it. See Appendix A — example 17.

Strong visual images can make DC concepts memorable. See Appendix A — example 18.

Drawing members’ attention to any support that is available will reassure them and will
help them engage with the pensions process. Set out any costs to the members clearly.
See Appendix A — example 19.

Ad hoc communications through notices, letters, newsletters etc

Seeking the views of different categories of member will enable communications to be
tailored for them. Different groups will have different benefits and different needs. See
Appendix A — examples 20 and 21.

Use timing to achieve the desired outcomes. See Appendix A — examples 22 and 23.



Appendix A — example images

Example 1:

Why you should join your company pension plan

The taxman will top up your savings

Imeesting In a pension has a unique and valusble

benett - 1he taman wil acthualy #dd money 1o your
sWINgE. To encourags you 10 save for retirament, he
gvemment ghias wou baskc rate ta ralefl on wour
contrioutions ard this |s edded Lo your pension Und.

20 for swery £1 you =3ve, 1he taaman adds another 25p.
Thie means that for every £100 you pay In, you'll get
€125 In wour penskon iund.

H you'ne & higher raba tavpayer, You can claim badk higher
rate 1ax rellet foo, through your ta offica - bl Ewon't be
adad to your percion fund.

Your employer can contribute too

H wour emplover = going 1o confributa tomards wour
pansion, you should make sUre you don't miss out on
whats effectivaly 'Tee monsy” for you. Jon 1he pien and
thet confrisutions wil go inko your perslon fund - you
WON't FEwe o pay any 1ax o National Ireurenca on
tham® —and iz w1l make a real dfieranca to what you
gat when you ewventualy take your pension.

*uniess thay tEke your tobal pansion confrioutions over hie
annuel abowEncs sst by the government - 225,000 for
200772008 and £235,000 o 200872008,

The state pension won't be enough

1t wioid want to be abke to enjoy your relirement, the s1ata
pansion = unlleaty 1o give you encugh. For iInstanca, the
bxrsic state pension Tor the tax year 2008/2000 | £90.70
B weel 1o & sngle parson and £145.05 &'week for 2
manmiad coupe (seurca: Depariment for Work and
Fenalons, Decambar 2007). But of coursa them's no
fguarantes how much i might bawhen you evenualy
come o ghve Up work. So Hyou hope o hava a long and
Feppy ratirement, you realy need to save lowards f
woureel! and not raly on the stata,

You'll have choices when you retire

In fact, wou don't even have 1o ralire — you can teke somes
o al of your maney Yom the pension Jrd you've bulk up
B 900N a8 you're 55 [or 50, up to 2010), whether you'ra
=il waorking or nat.

Wioul can take up to 25% &3 8 18 -Fes TP 9um and do
whiatever you ke wih It You can usa 'what's lefl 1o ghe
WO &N Ircome, ardd wou can choose 1of this to go on
being pald 1o your husband, wite of oivl pariner after you
dia.

The sooner you join, the more you'll
build up for a better retirement

Maryy pacpie get b retrarment regrattivg that they ddn't
start Eaing 500NEr, OF S3ve Mo, Wi 1ha benstl of
hird=ight ey resliss that the sarker you start, the mors
you'll potentialy get whan you retrs.

It's clear too that hio later you leeve i 1o siart seving the
miore you'l nesd bo save to give you 1he pension you
wart. The 1able bedow shows that Hyou walt ten years 10
start your persion plen, wour avantual penskon fund could
be less thian hall of what i would hiave been:

Thesa fgures are only IUstrEiive &N assUme nvesiments
grow Bt 7% Sach year and &n anual management
charga of 1% of e value of vour Lird |9 taken dall

Thie vakie of your invectmiant can go up and down &2 2
reguit of markal movemsnts. The final fund valle may be
les3 than the amount you orgnally Fvasted.
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Example 20:
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Example 21.:

Seeking your views

e have taken a different approach in this year's Members'
I'<r9| ort, having listened to what you had to say in the recent

pension communication research project.

This Members' Report
is the first Trustee

communic Gh g 1"0

reflect the findings of
E-J_IIIEL-L.

the research p

Why did we carry out the
research projecty

The aim of the research, which was a
joint project with ,was to find
outw hatvou thought about the paension
communications you have received in
the past.

What did you tell us?
In total, 5.524 surveys were completed

and nine foCus group meetings ware hald.

The feedback was mostly positive but at
the same time, constructive and candid.
You shared your ideas with us and madsa
it clear that in some areas, there was
roaim for irmprovearmeant.

What have we done with the
results?

This Members' Report is the first Trustes
cornmunication to reflact the findings of
the research project. The changes that we
have made include:

* Providing information to meet differant
levels of interest—'We have included a
summary of the main messages as well
as more detailed informmation.

» Meeting the needs of the different
kinds of mambers — We have produced
saparate versions of this report, tailored
to the different needs of each of the
Sactions of the Fund.

» Focusing on membears’ needs - 'We
have tried to tal vou what we think wou
want to know, while still mesting our
regulatory requirements.

» Signposting’ — We have made usa of
tabs to help vou to go straight to the
information thatyou are interested in
reading.

More feedback

Flease let us know what you think
about this report and the way in which
Wa Cormrmunicats with you by retuming
the enclosed feedback form. Wewill
continue to listen to your views aswe
develop all our future communications.
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Example 22:

-

F Ly

KEEPING ¥OU ON TRACK

Salary Increase

Your salary has recently increased, which is good news., If you are thinking about how
best to spend it, this may be a good time to look at whether you should be
confributing rmore 1o your pension account each month,

Advantages of contributing more to your
pension account

» Confributions influence how much your pension account grows, Generally the
earlier you start contributing and the more you confribute, the better your
benefits will be when you retire,

m The company will match your increased contribution on a 2 to 1 basis up o a
maximum company contribution of 10%. So, if yvou contribute 5% of yvour
penszionable salary, the company will contribute 10%,

m Every £1 you contribute actually costs you 78p because you receive tax relief,
The =aving is higher if you are a higher rate tax payer,

Don't underestimate the difference a little extra paid into your pension account
regularly can make over time — especially when boosted by the company’s
confributions and tax relief.

Tools te help you

200000 myPlan tool can show you the effect of different
contribution amounts on your final retirement pot. Using this toal will
help you figure out what you need to do 1o be on track for the
retirerment you may be planning.

There is also a Contributions calculator you can use to work out
how rmuch you could afford to contribute taking into account your income and all your
other expensas.

You will find both tools on PlanYiewer at 300000000000KXX in the 'Tools and
Learning’ section, If you have forgotten your PlanYiewer login details, call
Pensions Service Centre and they will re-issue thern to you,

Would you like to change your contribution?

You can change a salary swap contribution at the next benefits enralment period, Or
you can start or amend an additional voluntary contribution by contacting HR Direct,
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Example 23:

Is 1t time to review
your pension
contribution?

If so, just fill in the attached
form and return it to me -
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