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OUR ASSESSMENT PROCESS

What is the value  
assessment?

The rules of the Financial Conduct Authority (FCA) 
require all AFMs to assess whether the payments out 
of each fund, as set out in the prospectus, are justified 
in the context of the overall value delivered  
to customers. 

These assessments must be conducted at least annually using the 
FCA’s minimum criteria, of which there are currently seven. Where 
a fund is not providing value for money, AFMs must explain what 
action they are taking to address this.

The Chair of IFSL’s Board of Directors has responsibility to ensure 
we carry out the value assessment and is actively engaged in the 
process. The board of Investment Fund Services includes two 
independent non-executive directors who provide an unbiased 
perspective and challenge during the assessment process, with 
a keen focus on safeguarding the interests of our customers by 
delivering good outcomes.
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OUR ASSESSMENT PROCESS

Quality of service 01

Our services

This section covers the services provided by Investment Fund Services as 
AFM.  We have ultimate responsibility for running each fund and we require 
good governance and risk management processes to be in place to ensure 
funds perform as expected and deliver good value. 

We produce all key information about the funds, focusing on clear and 
timely communications that enable customers to make informed decisions 
about their investments. 

We set the distribution strategy of each fund and oversee how the funds 
are promoted so that they are reaching the right customers (the target 
market). We also delegate some roles to other firms and oversee these 
firms to make sure they are performing as expected, we consider the 
effectiveness of the following areas in the assessment of ourselves. 

	 Our resource and expertise
	 Our risk framework and effectiveness of controls
	 How we oversee the firms we delegate to and address any issues
	 Our communications with customers, including those with  

vulnerable characteristics
	 Any product complaints or grumbles and how these were resolved

Investment managers and sponsors

As an independent AFM, we delegate the investment management to 
other firms and oversee these firms to ensure they provide a good service 
and meet expectations. The investment manager is responsible for the 
investment decisions of each fund in pursuit of the fund’s aim (its objective).  
They also manage the level of risk taken, making sure they keep within the 
parameters of the investment policy. Sometimes investment managers 
appoint other firms to help them, we call these sub investment managers or 
investment advisers. These firms are also assessed in the same way as the 
investment managers.

The sponsor is a firm that collaborates with Investment Fund Services 
to design and promote a fund, we call this co-manufacturing. They play 
a key role in the commercial success of a fund because they take a lead 
in its promotion and distribution to the target market. Investment Fund 
Services oversee the sponsor, making sure their role is being performed 
to a good standard. Sometimes the sponsor is the same firm as the 
investment manager.

We base our assessment on how well they perform their respective roles, 
using a mix of criteria including but not limited to:

	 The quality of their processes and procedures
	 Their resource, research and expertise
	 The effectiveness of their controls
	 The effectiveness of their risk management framework
	 Their adherence to the set investment parameters
	 How well they managed transactional costs
	 The quality and quantity of any distribution activities and literature
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Administration

The administration responsibilities fall into two distinct areas.

Customer administration 
This is all things related to customer requests, such as opening an account 
and investing your money through to selling your investment when you are 
ready to close your account. Do we keep your records up to date, making 
sure things like your address and personal details are correct? Are we on 
hand to deal with your questions and do we point you in the right direction 
if you wish to make a change to your account? We base our assessment on 
how well these services have been delivered. 

Fund administration  
This function calculates and publishes the value of each fund every business 
day. This is so we can calculate the correct value of your investment. We record 
and process transactions made by the investment manager and calculate the 
running cost of each fund so that you know what costs you incur, helping you 
to consider and compare costs before making informed investment decisions. 
We prepare half yearly financial statements that contain important information 
on each fund like its performance (once all charges have been deducted), any 
income distributed, and any tax that had to be paid.

We base our assessment on how well our administrator performs these tasks 
and how efficiently they carry out these activities against the service levels 
we expect. We use a mix of criteria including but not limited to:

	 Customer feedback
	 Adherence to agreed service levels
	 Breaches and complaints records
	 Scope of systems and controls
	 Quality and efficiency of their processes and procedures
	 Quality, speed and accuracy of customer interactions

Services provided by independent third parties

These services are from the depositary, custodian and independent 
auditor. Depending on the type of fund and the assets held, this can 
sometimes also include services provided by a hedging agent or an 
independent valuation service.

The depositary is independent and has various regulatory responsibilities, 
the key one being overseeing us and the Fund’s assets to ensure they 
are safeguarded for customers. We as AFM, select the Depositary and 
negotiate their fees.

The custodian has responsibility for holding the Fund’s assets, ensuring 
they are protected which minimises the risk of assets being lost or stolen. 
The custodian is appointed by the Depositary, but we are party to the 
selection and negotiate their fee. 

The auditor is an independent entity responsible for auditing the statutory 
accounts of the funds. They are selected and appointed by us, and we 
negotiate the fee they charge.

We base our assessment on a mix of criteria including but not limited to:

	 Size and reputation within the industry
	 Expertise, scale and involvement with regulatory and industry change
	 Geographical relevance, scale and suitability
	 Resource and expertise
	 Quality of interactions

We work with a limited number of depositaries and custodians. There are 
presently two depositaries and three custodians across the entire range 
of funds for which we are the AFM.
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Quality of service (continued) 01

The Assessment of Value Report  4



 

 5

Performance 
When assessing the value of a fund’s performance during the period, we consider how it has performed 
against its objective and investment policy. Objectives are set out over a specific time period, such as five 
years, and we bear this in mind when forming our conclusions. We also take into account market conditions, 
as well as the activities and strategies implemented by the investment managers during the period.

PERFORMANCE TARGET 

This benchmark is part of a fund’s  
objective and outlines a specific  
measure it aims to achieve.

01

COMPARATOR

This benchmark is used for comparison 
purposes only. It helps customers  
compare performance to a group of  
similar securities (known as an index)  
or other funds (known as a peer group).

02

CONSTRAINT

If a fund has a constraint benchmark, 
it means the Investment manager is  
limited in how the fund’s portfolio 
is constructed, which can influence 
performance.

03

A fund’s prospectus defines the measures used to assess performance, usually this measure will be 
a benchmark of which there are three different types as detailed below.

For each Fund we consider:

	 How well the Fund compares relative to its target, comparator or constraining benchmark

	 Volatility (a measure that considers how often, and by how much, the value of an investment 
goes up and down)

	 Fund performance, relative to a range of industry standard risk-adjusted measures

	 Investment management activities and strategies undertaken in pursuit of a fund’s objective

02
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Annual management charge (AMC)* This is a percentage fee paid to Investment Fund Services as AFM. This usually covers the costs of the 
investment manager, sponsor and administrator.

Depositary fee This is a percentage fee paid to the depositary.

Custody fee This is a combination of percentage, fixed and transaction-based fees paid to the custodian.

Audit fee This is a fixed annual fee paid to the auditor.

Independent valuer fee This is a fee paid to a specialist firm that independently values certain products if held by a fund.

KIID fee This is a fixed annual fee paid to cover the cost of reviewing and updating the key investor information 
document (KIID).

Registrar fee This is a fee charged (usually per shareholder) to cover the costs of the administrator maintaining the 
shareholder register.
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AFM costs 03

Fees taken from the Fund can make a big difference to overall returns, so it’s important we identify each fee incurred, 
ensuring they are reasonable and relative to the level of service provided.

A useful way of summarising these fees is by assessing all components of the Ongoing Charges Figure (OCF). Here’s what the OCF may include:

* �Some funds do not have an AMC, instead they have either a fund management fee or the AMC is split into two fees. Some funds may also have a separate administration or sub-investment 
manager fee. We will tell you about these fees and which ones apply in our assessment.
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Hedging administration fee This is a percentage fee paid to the organisation that provides currency hedging services, if applicable. 
These services mitigate the risk of adverse currency exchange rate movements affecting the value of 
investments. We will tell you if your Fund has these services.

EMX and Calastone This is a fixed fee paid per transaction to enable straight through processing (STP) with the 
administrator.

Other fees Some Funds may have the additional fees taken from the fund such as notary, legal and collateral 
fees, we will tell you about these if they are material to our assessment.

In our assessment of the fees, we consider the following: 

	 The revenue received, and profits earned after accounting for all operating costs.

	 Whether the profit is proportionate given a number of factors, including the level of risk taken in operating the Fund.

	 Whether the revenue is sufficient to enable parties to deliver the expected level of service quality and to enhance it over time.

We also consider when the fees were last reviewed and whether they remain competitive, accounting for factors such as changes in the size of the Funds.  
Our aim is to ensure that the fees taken are reasonable, competitive, and support the delivery of high-quality services to our customers.
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AFM costs (continued) 03
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04
FUND ASSESSMENTS

Economies of scale
We consider two different types of economies of scale:

The size and scale of a fund

When there is a range of funds, profits from the larger funds in the range 
may sometimes subsidise the operation of smaller funds or be key in 
ensuring the long-term financial security of a firm providing services to a 
fund. Our assessment considers these arrangements and whether they are 
in the best interests of customers. If not, we will take steps to ensure that 
the benefits of scale are passed on to customers.

Certain services have fixed or minimum fees. This means that as funds 
grow, they benefit from their increase in scale as the effect of those fees 
on costs and charges reduces. Our aim is to ensure that each fund delivers 
value to customers and remains viable in its own right, considering the 
impact of any fixed or minimum fees.

The size and scale of Investment Fund Services

The second area of economies of scale is where we can negotiate terms 
for the large number of funds under our management as AFM. Investment 
Fund Services oversees more than 80 funds, valued at over £15 billion in 
total. We use our scale to negotiate fees where we think it is in the interests 
of all affected funds. We discuss with our suppliers the need to ensure that 
fees are distributed fairly and transparently across all the funds. 

Depositary, custody and audit relationships are negotiated across multiple 
funds to achieve the best possible rates. Investment Fund Services 
negotiates depositary fees based on a sliding scale, applying lower 
percentage fees as funds reach specific thresholds. This ensures that 
economies of scale directly benefit customers.
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FUND ASSESSMENTS

Comparable market rates
We review the fees paid to external parties and compare 
each fund’s OCF with similar funds in the market within the 
same peer group. 

While market rates for depositories, custodians, and auditors may be 
subject to commercial confidentiality, our experience with previous fees, 
combined with our tender or review processes and market awareness, 
mean that we believe our approach secures competitive rates when 
contracts are reviewed or re-tendered. We ensure that these reviews occur 
at appropriate intervals, considering the nature of the relationships and the 
associated costs of changing suppliers.

When assessing fees paid to the investment manager and sponsor, we 
compare them against those for similar services provided to other funds 
for which we are AFM.

The market rates for independent AFMs are also subject to a degree of 
commercial confidentiality and vary based on the size and type of fund. 
Contracts are negotiated based on market competitiveness within the 
independent AFM market. Fund sponsors typically conduct thorough 
tendering processes and can move the funds to other independent AFMs. 
This ensures that Investment Fund Services remains competitive, offering 
value for customers.

05
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FUND ASSESSMENTS

Comparable services
Investment Fund Services provides services  
to many fund ranges and we compare the fees  
we charge.

While the fees may differ based on factors like fund size, 
nature, and associated risks, we review these to ensure our 
fees are similar to those paid by similar funds within our range.

We also consider comparable services offered by external or 
delegated parties, such as the investment manager. Where 
providers do offer comparable services, we ask them to 
outline the key differences in charges and service. This helps 
us ensure that our customers receive good value compared 
to alternative products and services available from the same 
provider elsewhere.

07

Share classes
Some funds provide multiple share classes 
with different fee structures for customers. We 
review these fee structures to ensure they are 
reasonable and appropriate.

Additionally, we assess whether customers are in the most 
appropriate share class available to them. If we identify 
any issues, we will tell you and transfer you to the most 
appropriate share class.
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CONTACT US

Customer enquiries
Please contact our dedicated customer support team  
who are available Monday to Friday 9:00am to 5:00pm  
(excluding UK bank holidays).

Write to: Investment Fund Services, PO Box 13586, 
Chelmsford, CM99 2GS

Call: 0808 178 9321 or +44 1204 803 932 (if calling from overseas)

Email: enquires@ifslfunds.com

Fax: 01204 533045

 

Supporting your needs
We have different ways in which we can communicate with you to 
support your needs and make investing with us easier.

Some of the services we can provide are listed below. However, 
please contact us using the details on this page so we can discuss 
your options and provide the right level of support for you.

	 Braille or large print communications and statements

	 Audio transcribed communications

	 Easy read communications

Regulatory Information
Investment Fund Services and IFSL are trading names of Investment Fund Services Limited, registered in England No. 06110770. Authorised and 
regulated by the Financial Conduct Authority in the UK (FRN464193). Registered Office: Marlborough House, 59 Chorley New Road, Bolton, BL1 4QP. 
Investment Fund Services is part of Marlborough Group Holdings Limited, registered in England No. 10078930.


