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Welcome
Over the last 12 months advice firms
have coped with a barrage of new
regulation and guidelines, which
Selectapension has kept pace with,
ensuring your peace of mind.

modelling in our Drawdown &
Annuity tool, plus the addition of
lifetime allowance, TVC and income
modelling features to our Defined
Benefit tool.

So what is in store for the market
next year? We’ve noticed that
there has been some stabilising
in the Defined Benefit transfer
market, however, whether this is a
reflection of adviser nervousness,
FCA clampdowns or lack of PI cover,
remains to be seen. Consolidation
analysis remains steady and Income
Modelling has been increasing.

Next year we will be launching a
brand new tool to help Financial
Planners demonstrate value and
show their clients how they can grow
their income further. More soon!
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I hope you enjoy the articles in this
year’s newsletter and I would like to
thank you for your ongoing custom.
Wishing you all a Merry Christmas
and a Happy New Year.
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year bringing a good number of
developments to market – income
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PENSION & INVESTMENT
PLANNING
Selectapension is a leading provider of Pensions
and Investment Planning Software.

Unlimited Support and Training
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Experienced technical support team on hand
to support you. Weekly online training sessions
available which counts as unstructured CPD.
Web-based tools, available through any browser,
with automatic updates for all subscribers.

Accurate Fund Information
Daily fund information from Morningstar,
providing reliable, accurate data to source
1000s of funds.

Personalised Reporting
Fonts can be amended and logos can be
added to allow your reports to be personalised.
Enhanced Morningstar X-Ray reports give an
overview of all underlying funds, assets and
performance data within your portfolio.

Extensive List of Products Available
Multiple Model Portfolios can be compared in
one analysis, using over 200 current products
courtesy of direct relationships with Providers.

Unbiased Planning
We offer comprehensive solutions from the
whole market place, with no allegiance to any
one Provider.

BOOK YOUR FREE
DEMONSTRATION TODAY

Email: enquiries@selectapension.com
Telephone: 01892 669494
www.selectapension.com
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Advising on
Pension Transfers
Peter Bradshaw, Director, considers the impact of the FCA Policy Statement
and some changes we have implemented in response.
In October 2018, the Policy Statement
“Advising on Pension Transfers”
introduced some significant changes
for those advisers involved in this
specialist area.
Crucially it mandates a personal
recommendation based on an
individual’s needs and circumstances,
and factors to assess suitability.
Completing a Transfer Value Comparator
(TVC) within the transfer analysis is
compulsory and the format and content
of a TVC report is prescribed.
According to Selectapension data,
the number of Defined Benefit cases
analysed by advice firms in 2018 was
around 70,000. This is three time the
number analysed in 2015. The Purple
Book 2018 dataset includes 10.4
million DB scheme members, of which
47% are deferred members, meaning
approximately 4.88 million people have
accrued rights but are not currently
accruing or being paid benefits under a
scheme. Assuming many of them are
likely to seek out professional advice
when exploring their options before
retirement, it looks as though there is still
a lot of planning work to come.
Essentially the policy statement
makes it clear that the FCA wants to
see more in depth analysis and
evidence that all income opportunities
have been considered by the
client before going through with an
occupational pension transfer, backed
by a personal recommendation provided
by an appropriately qualified adviser. A
comprehensive analysis should include:

Transfer Value Comparator (TVC)
A TVC enables users to calculate
the cost of buying the equivalent

According to
Selectapension
data, the number
of Defined
Benefit cases
analysed by
advice firms in
2017 rose to over
100,000. This
is more than
four times the
number analysed
in 2015.
scheme benefits in today’s money.
It requires a forward and backward
calculation and demonstrates value at
a particular moment in time.

Income Modellers

Cash flow or income modelling analysis
has become an essential part of the
planning process as it demonstrates to
clients the most efficient way to utilise
their savings. A transfer is a major
undertaking. Often clients want to
release cash for a particular purpose and
many do not realise that there are other
alternative ways to meet their retirement
income needs.

Lifetime Allowance

With any income model, wealthier
savers will need to consider the impact
of the Lifetime Allowance (LTA) on
their income. This can be a complex

calculation as it depends if and when
the client took out protection and
whether this was primary or enhanced.
Selectapension’s unique Lifetime
Allowance calculator uses a multiplying
factor to work out the notional value
of an occupational scheme and then
increases the LTA each year by the rise
in the CPI as set out by the regulator.
This calculator helps avoid any previously
unseen issues which may affect taking
benefits later, where the unwary could
take a tax hit or reduced pension.

Comprehensive Analysis

Selectapension has added all these
features to its Defined Benefit Transfer
analysis tool. This single tool builds
the full picture, meets the regulators
requirements and helps advisers
determine the best way to meet their
clients’ objectives.

You can read how Selectapension satisfies the FCA Policy Statement 18/6 requirements on page 4
3
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Policy Statement 18/6 –
Advising on Pension Transfers
The table below highlights some of the key points from the FCA’s policy statement PS18/6 –
Advising on Pension Transfers and how Selectapension supports these requirements.
Policy Statement 18/6
requirements

How Selectapension satisfies requirements

Consider the impact of tax and access
to state benefits, particularly where
there would be a financial impact from
crossing a tax threshold/band.

• S
 electapension includes personal allowance tax bands for all UK jurisdictions.
• Income can be shown gross or net to show the tax implications.
• Lifetime Allowance is also included to demonstrate the tax charge if
applicable within the ceding and receiving schemes.
• Users are able to add State Pension to income amounts.

APTA must consider a reasonable
period beyond average life
expectancy, particularly where
a longer period would better
demonstrate the risk of the funds
running out.

• T
 he report publishes the results past the target age or ONS age to
demonstrate the longevity of the fund past their life expectancy. The
tables run to age 120.

Guidance on considering the safety
nets – the Pension Protection Fund (PPF)
and Financial Services Compensation
Scheme (FSCS) in the UK – that cover
both the current and receiving schemes
in a balanced and objective way.

• S
 electapension outputs include the estimated income from the PPF and
produces a Critical Yield to provide this income from an annuity.
• Long Service calculations are also applied within PPF.

Consideration of Death Benefits on
a fair basis i.e. Showing capitalised
benefits as a lump sum for both
ceding and receiving schemes.

• T
 he DB Transfer report shows the comparison between the Death Benefits
on a capitalised basis for the existing and receiving scheme.

Mandatory requirement of a
Transfer Value Comparator (TVC).

• T
 he TVC was added to our DB Transfer tool in July. The required pages
follow the FCA’s prescribed requirements as well as COBS 19.1.3A.
• Where clients have less than 12 months to retirement, our integration to
Assureweb allows users to pull through live Annuity Quotes to provide
the present value required.

Adding explicit requirements on
the charges to be included in an
APTA (including the TVC). These will
include relevant product, platform
and adviser charges.

 ur DB Transfer tool holds up to date product information for over 60
• O
Providers, ensuring you will receive a full market comparison on a like for
like basis. Fund charges and availability also ensure you are demonstrating
the estimated cost your client will be paying in the receiving scheme.
• Results can be shown with and without remuneration.

The role of the ceding and receiving
scheme in meeting the income
needs, in addition to any other means
available to the client – effectively
obtaining an understanding of the
client’s potential cash flows.

• Our

DB Transfer Tool now includes Income Modeller. This allows users
to incorporate other assets and guaranteed income sources the client
may have in the analysis – a ‘Holistic’ approach.
• Income Modelling is also a key feature in our Drawdown & Annuity
module, Retirement Income Strategies.

For more information you can contact Selectapension on 01892 669494 or visit www.selectapension.com
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If it’s Tuesday, it must be
Newport Pagnell!
This autumn members of the
Selectapension sales team have been
out and about, presenting at a good
number of events, from Aberdeen
to Exeter, Norwich to Belfast, and
everywhere in between! We have
gathered some informal feedback about
our tools and recent integration with
Intelliflo, as well as some useful insights
into the market in general.
First up this autumn, Peter and Andrew
delivered workshops at the Money
Marketing Interactive event in Harrogate.
Although there were fewer delegates
than the earlier London exhibition this
year, it was a worthwhile event with
some dynamic content and energetic
discussions focusing on the drive to
demonstrate value to clients. The impact of
charging models and serving more diverse
markets were also thought provoking.
The CISI annual conference in October

welcomed delegates
to hear talks on a diverse
range of topics from
Reading Body Language,
through to Employee
Ownership Trusts and
Attracting New Talent.
Keith has been manning
our stands at the Tenet
and SimplyBiz learning and
development events around
the country which focussed
on pensions, inheritance tax,
regulatory change and, of
course, compliance. Favourite
discussions have been the Transfer
Value Comparator and Income
Modelling in the context of holistic,
long term income planning.
We’d like to thank all those who
took the trouble to chat with our
colleagues and share their views.

From left: Andrew Rambottom,
Peter Bradshaw and Keith Hinkley.

Coming in 2019
Get ready for our new
annual review tool
• Produce client portfolio
performance reviews in minutes
• Review Pensions and Investment products
• Bulk upload for group pension arrangements
• Automatic comparison of similar funds in
similar sectors
• Client friendly report
More details to follow in the New Year
Register your interest here: marketing@selectapension.com
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Living Longer – How our
population is changing
and why it matters
An ONS report published in the summer showed that despite a decline in
the rate of increase in life expectancy, people are continuing to live longer.
The statistics will inevitably
raise questions for the government
about how long people should
work for, the state pension age and
how much provision will be needed
for health and social care.
Of course anyone working in
financial services knows they
are dealing with a population that is
living longer, and you don’t have to
look far to find an 85 year old retiree
who is still going strong after thirty
years of drawing his pension.
However, under saving is likely to
be the real problem that the UK’s
future retirees will face. Far too
many people still believe the state
pension will give them a comfortable
retirement, and a reliance on state
provision is full of risks given that the
maximum pay-out will just about pay
for basic living expenses.

Pensioner Poverty

According to Age UK, 1.9 million
pensioners (16%) currently live
in poverty in the UK, of whom
one million are in severe poverty.
Additionally there are an estimated
1.1 million pensioners with incomes
just above the poverty line.

Average State Pension

Caroline Abrahams, Charity
Director at Age UK, says that many
people are surprised to learn that
the average State Pension is only
just over £7,000 per year – less
than half the annual salary of a full
time working adult on the minimum
wage of £7.83 an hour. Yet relatively
modest though this sum may be,
the State Pension is still the main
source of income for millions of
older people in this country, a
situation that is set to continue for
the foreseeable future.

Long Term Saving Mentality

More needs to be done to
encourage younger generations
to save for retirement and to secure
their future. Auto-enrolment
will help, and the more people
understand why they need to save
and how much, the more likely they
are to put money aside for a more
comfortable retirement, however
long that may be.
Selectapension has developed
Pension Monster, a free online guidance
tool to help people understand their
saving shortfall and help explain what
retirement options are available.
Financial planners can
direct prospective clients
to Pension Monster to help
start the planning process.

www.pensionmonster.com

For more information please see our website
www.selectapension.com/services/pension-monster/ or call 01892 669494.
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Report Writing
Service Soars
Selectapension has offered a Report Writing
Service since 2013, which covers all our tools.
The service has expanded since the Pensions
Freedoms were introduced and the demand
for Defined Benefit transfer analysis
reports soared.

I think most of our customers
find it reassuring that they
can outsource this work to
Selectapension, after all we are
experts with our own tools!
According to Gary Hollands, who heads up the Report
Writing team, there are a number of reasons why the service
is popular. “Some of our customers do pension work
infrequently so only need an analysis report occasionally,
while others use us as an overflow service, where, as a small
business they have had too much work come in at once, and
of course we also have customers who simply prefer to use
their time to see clients rather than be tied to a computer.”
He continues “I think most of our customers find it reassuring
that they can outsource this work to Selectapension, after all
we are experts with our own tools!”
Whatever the reason, having access to a flexible and pay-asyou-go service is proving invaluable. We can run an analysis
through our tools and provide a client report for an adviser or
paraplanner within 10 working days.
Chris Moore, Director at Watson Moore has used the service
a number of times and says “The DB Report Writing service
we received over the last year was so good, we decided to
move to Selectapension for our pension switching analysis.
Highly recommended!”

Further information about the Report Writing
Service can be found on our website or
call 01892 601505 for further details.
7
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ADVERTISEMENT

Brain Teasers

The Rise
of the Silver
Splitters

Cheers!
The owner of a winery wanted to
retire. So he decided to gift 21
barrels (seven of which are filled
with wine, seven of which are half
full, and seven of which are empty)
to his three sons. However, the
wine and barrels must be split,
so that each son has the same
number of full barrels, the same
number of half-full barrels, and the
same number of empty barrels.
Note that there are no measuring
devices handy. How can the
barrels and wine be
evenly divided?

According to the ONS, divorce
among people aged 60 and over
has risen from 14,564 in 2010
to 15,976 in 2016. Financial advisers
assisting these Silver Splitters are
involved in some very wide ranging,
complex analysis and
recommendations.

Becoming single in retirement can really
hit household income. This is usually
more detrimental to women than men as
they generally have lower private pension
income to fall back on. The reduction
in household income due to the loss
of a private pension is likely to result in
greater reliance on the State Pension.

Valuing Pensions

Pension pots form part of the marital
estate in a divorce and pensions, with
their differing contributions and different
rights, are difficult to compare. What
can be done, as far as sharing pensions
goes, depends on a number of factors
including whether either party has
already retired and is drawing their
pension when they decide to divorce.

524127
Add mathematical signs

( +, - ,),( *,/ )
in between all or some
of the above digits so
the result of the created
mathematical equation
will be 100.

Assuming the divorce is prior to
retirement, the pension pots will need to
be valued. Since schemes will give the
CETV only to the member of the pension
scheme, divorcees are reliant on their
ex partners honesty, firstly to declare all
their pensions, and secondly to request
and share the CETV information.

Redistribution of Assets

The couple may agree that the wife will
receive a larger share of the house or
other assets instead of her ex-partner’s
pension fund at the time of the divorce,

					
				
Answers on page 11
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in which case she will need to take
professional advice about how much of
the assets need to be put aside to fund
her retirement long term.
In the event of a second marriage, the
new couple may have complicated
arrangements in place following the
previous divorces. An adviser may
need to consider the needs of the
new partners and their dependents to
ensure their future financial security and
to meet their obligations to their
previous partners.

Suitable Advice

People may need to consider how
their lifestyle may change if they are
going to be living as a single person in
retirement, for example will they rent
a property or buy. Advisers can help
using income modelling to demonstrate
different scenarios.
Unlike death, a divorce is not inevitable.
It is, however, a highly stressful event,
taking a toll on both the emotional
and financial wellbeing of the parties
concerned as well as their families. A
couple’s retirement income may be
significantly depleted by the separation
and it is important that Advisers
are able to offer comprehensive
recommendations. team.

For a demonstration of our Retirement Income
Strategies functionality in our Drawdown & Annuity tool,
please call our sales team on 01892 669494.

Pension Switching
Top 5 Questions
Financial Planners spend a lot of time with clients wishing to
consolidate pensions. Here are some answers to the most common
questions we are asked about using our Pension Switching tool:

1

The existing scheme have
not given any projections;
can I still run an analysis?

Absolutely. On the projection page,
you can click on “Calculate”, which will
enable you to enter the charges of the
existing scheme, the system will then
work out projections which take these
into account.

The existing scheme
have supplied different
projection rates for each
fund. How do I input this?

2

When choosing growth rates, the system
will default to aggregate rates, assuming
that the projection rates are the same
across all funds. However, there are
options to select varying rates, where
you can add multiple funds with different
projection rates and the system will work
out a weighted average.

3

Do I need to enter the funds
within the existing scheme?

This field is only here to show
the past performance of the existing
scheme funds. If this is not something

that you are interested in showing, you
can skip over this page.

My client already has an
investment with the product
I am looking to use, so they
will be entitled to large fund
discounts. Is there a way to
replicate this on the system?

4

Personal Pensions (GPPs), to be
used in your analyses. You will be able to
add personalised charging structures
to each plan.

Yes, when choosing the new products,
there are tick boxes in a column titled
“Existing Product”. Ticking this option
tells the system that the client already
has investments here and you will be
given the option to enter the amount
they have invested. This amount will
be used to calculate any large fund
discounts that they may receive.

My client is looking to move
their existing scheme into a
product that is not on the
system. Is there a way that I can run
an analysis?

5

Yes, there is a Bespoke Plans module
that you can add to your subscription,
which will allow you to add an unlimited
number of products, such as Group

Selectapension runs regular Pension Switching training sessions free of charge,
or subscribers can call our fantastic support team on 01892 669495.

Selectapension
Integrates with Intelliflo
Intelliflo’s iO Store now includes
a Selectapension app which means that
existing Selectapension customers can store
all their existing client reports on Intelliflo’s
Intelligent Office system. Additionally,
subscribers to Selectapension’s
Pension Switching tool can
access this from within
their back office system

9
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Pensions Dashboard

– will they, won’t they?

After months of speculation about whether the project would be shelved,
Philip Hammond finally gave a clear indication that the government is still
committed to the Dashboard in his Autumn Statement. He has set aside
£5m to the DWP in 2019/20 with a consultation about the benefits and project
design detail issued on the 3rd December 2018. So, it looks like the original
deadline has shifted by about 12 months at least.
It has also been confirmed that state pension information will be included.
However, there is still concern across the industry that as things stand the
dashboard may not include details about all schemes as trustees are not
compelled to provide information. Unless all scheme information is included,
people will still have partial information which will defeat the object. This
situation needs addressing and early on.

P

C

Suitability: Research and Due Diligence
Assessing suitability has been a key theme from the regulator since 2016. The premise is a good one
particularly in the wake of mis-selling scandals and RDR; understand your clients objectives, their capacity
for loss should the worst happen, their attitude to risk, complete comprehensive research and due diligence
of products and services, and then make a suitable recommendation meeting those factors. Makes sense.
Where can Selectapension help?
The FCA’s thematic review TR16/1 –
“Research and due diligence of products
and services” states: “We undertook this
project as previous thematic work and
instances of consumer harm have
shown that the poor quality of an
advisory firm’s research and due
diligence is one of the three root causes
for poor consumer outcomes.”
So, it is clear that advisers need to
identify the most suitable products and
services from across the market to meet
the client’s objectives. Firms operating
within a restricted portfolio still need to
ensure that their products are suitable,
and if not, find alternatives.
Given the huge number of funds and
products on the market, technology
is the simplest way to narrow down
the options.
Breadth of Providers and Products
The Selectapension system includes
over 200 products from over 60
Providers, which means you can
thoroughly research a wide variety.
You can run due diligence against the
Providers using AKG company profile
reports held within the Selectapension
system. Additionally, users can research
products against key features and
criteria, for example, funds, commercial
property, online functionality of the
Provider, etc. Morningstar performance
reports allow you to compare the past
performance of the current investments
against that of the proposed ones. It
is this granularity and flexibility which
proves invaluable in research.
Additional Resources
Additionally, our Fund Research tool
includes details of well over 60,000
funds and if you are comparing
annuities, the system links to Assureweb
to guarantee an accurate annuities
quote. AKG With Profits data completes
the picture.
Comprehensive Analysis Report
An adviser can use this comprehensive
analysis in the context of the
client’s requirements to make their
10
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recommendation and explain the rationale
for choice. The rest of the report (products
which were considered but ultimately
not recommended) can be added as an
appendix if required or filed in the client
folder just in case a query arises.
Many firms fearing retribution at
some point in the future, create and
include epic reports justifying their
planning decisions before making
recommendations. This makes the
information much more difficult for a

client to understand.
The FCA has said it requires a
straightforward suitable recommendation
written in plain English. Comprehensive
analysis and due diligence should enable
an adviser to recommend the solution
that best meets the clients requirements.
For more details about the funds and
Providers that feature on our system,
please contact our support team on
01892 669495 who will be happy to help.

Come January 2019, all our tools will be compliant
with MiFID II requirements.
ADVERTISEMENT

Provider News
2018 has been another record breaking year for Selectapension, with
over £30 billion of assets being analysed across all modules (1st Jan –
1st Dec ’18). Extracted data from our system illustrates the most popular
Providers this year compared to last, for our most popular modules. As you
can see there have been some movers, and we do regularly review how our
Provider partners are supported by our user base of Financial Planners.

DEFINED BENEFIT
Ranking 2017

%age of cases selected 2017		

Ranking 2018

%age of cases selected 2018

1. Royal London

12%

1. Royal London

15%

2. Prudential

10%

2. Prudential

13%

3. Standard Life

8%

3. Standard Life

8%

4. Old Mutual

5%

4. Old Mutual

6%

5. Aviva

5%

5. Aviva		

5%

PENSION SWITCHING
Ranking 2017

%age of cases selected 2017		

Ranking 2018

%age of cases selected 2018

1. Royal London

12%

1. Aegon		

14%

2. Scottish Widows

11%

2. Royal London

13%

3. Aviva

10%

3. Aviva		

9%

4. Old Mutual

6%

4. Scottish Widows

7%

5. Standard Life

6%

5. Old Mutual

7%

INCOME DRAWDOWN & ANNUITY
Ranking 2017

%age of cases selected 2017		

Ranking 2018

%age of cases selected 2018

1. Royal London

19%

1. Royal London

23%

2. Aviva

10%

2. Prudential

13%

3. Prudential

9%

3. Aviva		

8%

4. Standard Life

5%

4. Aegon

7%

5. LV=

4%

5. Scottish Widows

5%

Brain teaser answers…
Cheers: Two half-full barrels are dumped into one of the empty barrels. Two more half-full barrels are dumped into
another one of the empty barrels. This results in nine full barrels, three half-full barrels, and nine empty barrels. Each son
gets three full barrels, one half-full barrel, and three empty barrels.
Maths Whizz: 5*(-2+4)*(1+2+7)=100
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Sales Enquiries
T: 01892 669494
E: sales@selectapension.com

System Support
T: 01892 669495
E: support@selectapension.com

www.selectapension.com
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