LCP&:
All change for

DB transfers

Issue 14, February 2019

Transfer quotation activity continues to decline alongside continuing
concerns regarding the quality of member advice
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up rates continue to be highest for older Quotation date
members with a take-up rate of 37% for members aged 55 and over during the 12 months to 30 June 2018.

e Transfer values that are requoted within a 12-month period tend to have a much higher take-up rate; of the
quotations that were calculated twice within the 12-month period to 30 June 2018, 76% were paid out.

Can Trustees be satisfied with the quality of advice their members receive in
relation to pensions transfers?

The FCA recently published its findings of its most recent review of the advice given to members considering
transferring their DB benefits. Alarmingly, less than 50% of the advice reviewed was suitable. It found that
risk management controls in some firms were not keeping pace with the growth in pension transfer business
and this often led to inappropriate advice and non-compliance going unnoticed.

In a separate review, Caroline Rookes (ex-CEO of the Money Advice Service) was asked by the Pensions
Regulator to conduct an independent review of the communications and support offered to members of the
British Steel Pension Scheme during the restructuring exercise in 2017/18. Her conclusions included that it
would have been useful for the Scheme’s Trustees to have compiled a list of advisers willing and able to take
on members’ cases. Instead, some British Steel workers were ‘factory-gated’ by unscrupulous introducers;
others were directed to adviser directory Unbiased.co.uk, which Rookes described as ‘anything but unbiased’,
and to the FCA’s website which she criticised for being difficult to use and did not make clear if advisers
could deal with DB transfers. (The FCA website also included advisers under investigation).

One of the recommendations of the Rookes review was that Trustees should be expected to provide
appropriate support to members who are considering a pension transfer via tPR codes and guidance.

The Regulator is likely to provide more guidance to trustees relating to the quality of advice members
should receive on taking a transfer. Until then, trustees and employers alike should consider ‘getting on
the front foot’ and appointing a good quality IFA to provide education and advice to members who are
considering their pension options. LCP have already helped many clients appoint reputable pension
specialist IFAs who have robust processes and who are not incentivised to advise members to transfer
out. Members and clients alike tell us that they have seen a step change in members’ understanding of
the risks involved and in the consequent numbers of transfers out.


https://www.fca.org.uk/publications/multi-firm-reviews/key-findings-our-recent-work-pension-transfer-advice
https://www.thepensionsregulator.gov.uk/en/media-hub/press-releases/regulatory-and-consumer-bodies-welcome-review-of-pension-scheme-communications-provided

Transfer Analysis Q4 2018

Change in transfer activity

Over the 12 months to 31 December 2018

our administration teams have provided
transfer value quotations to 6% of deferred
members with a value of £602m in total. This
compares to £778m in 2017 and £446m in
2076.

Over £65m was paid out for quotes provided
in Q2 2018 with an average size of £401,000;
this compares to the peak for quotes
provided in Q1 2017 (£92m paid out with an
average size of £627,000).

Have take-up rates changed?

The take-up rate in Q2 2018 was 30%; this is a
slight increase from the previous quarter (28%)
but lower than the previous high of 34% (Q3
2017). Take-up rates continue to be highest
for transfers over £250K with a take-up rate of
42% in Q2 2018.

Quotation and take-up rates continue to be
highest for those aged 55 and over. As a
proportion of all transfers paid in Q2 2018, 62%
were paid to members aged 55 and over and
12% were paid to members under 50.
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Transfer value quotations. Quotations issued in year to 31 December 2018

Number of quotations per 1,000 deferred members in each age group

120

100

80

60

40 -

20 —

o]

Under 50 50-54 55 plus All Ages

QR@

£301k

No. per 1,000 Average age Average
deferreds amount’
(all ages)

+ Analysis is based on 78 schemes at 31 December 2018, for which LCP provide pensions administration services, with

approximately 33,000 deferred pensioners. Our analysis only includes quotations requested by members. It excludes

unsolicited quotations, such as those provided in retirement packs and incentive exercises.
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Around 37% of quoted transfer values proceeded to payment for those members aged 55 and over
compared to 30% of all transfer values quoted in the year to 30 June 2018. The average transfer value
taken in the year to 30 June 2018 was £394,000, about 1.5 times the average price of a house in the UK.

Transfer values taken. Quotations issued in year to 30 June 2018
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T Excluding any Additional Voluntary Contributions.
2There can be a delay of up to six months between a transfer quotation being issued and the corresponding transfer payment being made.
For this reason, this analysis of payments relates to quotations issued more than six months ago.

Contact us

If you would like further information, please contact your
usual LCP adviser or one of the people below.
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Bart Huby - Jim Little - Tim Camfield - Rebecca Sloan -

Partner Senior Consultant Associate Consultant Analyst
bart.huby@lcp.uk.com jim.little@lcp.uk.com tim.camfield@lcp.uk.com rebecca.sloan@lcp.uk.com
+44 (0)1962 872711 +44 (0)1962 873363 +44 (0)1962 672973 +44 (0)1962 872712

At LCP, our experts provide clear, concise advice focused on your needs. We use innovative technology
to give you real time insight & control. Our experts work in pensions, investment, insurance, energy
and employee benefits.
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