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 INTRODUCTION  

 The Guidance Guarantee 

In the 2014 Budget the Government announced reforms to retirement options including a 
proposal that all consumers with Defined Contribution (DC) pensions should be entitled 
to free impartial guidance at retirement – the ‘Guidance Guarantee’ – to help them make 
the most of their pension savings. 

The Government consulted on these proposals and issued its response in July.  The FCA 
is now seeking views from stakeholders and interested parties on questions related to 
guidance standards, the means of funding the service via an industry levy and the 
changes to the COBS rulebook for firms that will be required as a result of the reforms. 

As a business and technology consultancy specialising solely in Financial Services, Altus 
has extensive experience working with clients in the UK retail financial services market, 
including platform providers, life companies and fund managers’ transfer agents. With 
practical involvement in both system and business issues throughout the customer 
journey we welcome this opportunity to respond to the FCA’s consultation paper CP14-
11 on Retirement reforms and the Guidance Guarantee. 

 Our views on the retirement reforms and the Guidance Guarantee 

1.2.1 General comments 

Altus is supportive of the Government’s aim to improve customer outcomes at retirement.  
A cocktail of supply-side issues, solvency regulations, improving longevity and global 
macroeconomic factors have led to increasingly poor value for money for annuities, and 
we are in favour of the additional consumer freedoms announced in the Budget.   

Nonetheless we believe that consumer needs at retirement have not fundamentally 
changed and that a significant long term move away from annuities will significantly 
increase longevity risk for consumers.  Guidance must ensure this risk is well understood 
by people taking retirement decisions. 

1.2.2 Concerns about the burden of the guidance “fact-find”  

Altus agree that guidance cannot be given in isolation of the customer's situation.  We are 
concerned however that the level of fact-find and assimilation could consume a large 
chunk of the allocated call time. DWP estimate the average person will have 11 employers 
in their lifetime; assuming pot follows member does not result in one big pot for everyone, 
just understanding the customer's situation could be more burdensome than anticipated.  
We see there is an opportunity to standardise the DC "at retirement" information pack, 
much like for SMPI illustrations, to make comparison of accrued rights easier. 

1.2.3 The guidance provider’s ongoing product knowledge 

There is an implied burden on the guidance provider to be aware and keep abreast of all 
developments in "at retirement" options.  While these are most likely to be variations on 
drawdowns or annuities, Altus expect to see significant investment in new propositions in 
the next few years.  Should there be a responsibility on product manufacturers to alert 
guidance provision services of new developments in their product suites?  Perhaps this 
could use similar reporting as provided to the FCA under its powers of Product 
Governance and Intervention. 
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 ALTUS RESPONSE TO CONSULTATION 

 Q1: Do you have any comments on the proposed standards for the delivery 
partners? 

 
Altus agrees with the categories of standards needed, and believes that the proposed 
standards provide a suitable framework for offering neutral guidance. The wording of 
these standards offers scope for interpretation, for example about the nature of guidance 
and the fine line between this and advice, and Altus feel it is important for the FCA to be 
very clear up-front about which factors differentiate the two. 

Addition of a complaints mechanism implies that there is scope for consumer 
compensation if a complaint against a delivery partner is upheld.  The guidance service 
is to be funded by product providers and advisers, but these are not directly providing this 
guidance.  Altus has concerns about how compensation would be funded, and feel it is 
important that it would not be paid out of the levy on firms (who have not themselves 
supplied the guidance). 

 Q2: Do you agree with the proposed use of the FCA periodic fees framework 
to collect the retirement guidance levy? If no, please provide alternatives 
and set out how they would be implemented. 

 
Altus agrees that the use of an existing fees framework makes more sense than creating 
a separate new structure and process.  We believe it will be difficult in advance to predict 
the level of benefit to levy-payers of the guidance, and that the fee blocks subject to the 
levy should be reviewed once evidence of benefit has been demonstrated post-
implementation. 

 Q3: Do you agree that firms in the proposed five retirement guidance fee-
blocks (Table 3.1) only should contribute to the retirement guidance levy? If 
no, please provide your reasons. 

 

Subject to a post-implementation review, these fee blocks appear to be appropriate for 
the levy.  We believe that Block A13 - advisory firms are likely to benefit least from the 
guidance, given that some consumers will then choose to act on information provided 
using direct channels. 

 Q4: Do you agree that firms in the remaining fee-blocks set out in Table 3.2 
should not contribute to the retirement guidance levy? If no, please provide 
your reasons. 

 
Yes 

 Q5: Do you have any comments on the three options for allocating the 
overall levy across the five retirement guidance fee-blocks? If you do not 
agree with any of these options please advise us of your proposed 
alternative allocation options. 
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Altus believe that Option 3 represents the fairest allocation of fees on the principle that 
the beneficiary pays fees in proportion to the benefit.  The difficulty as stated in 3.37 is 
predicting this benefit in advance.  Logic suggests that pension scheme operators would 
benefit more from this complementary guidance service than the proportions shown in 
option 1, where advisers may see the guidance as partly competing against them. 

Unless a suitable predictor of benefit can be agreed by industry bodies, the fairest way of 
levying fees initially may be in proportion to the retirement AFR as in Option 1, subject to 
a review shortly after the start of the guidance service when empirical evidence can be 
used to adjust the levy proportions. 

 Q6: Do you agree with the proposed content of the signposting information? 
If no, please provide alternative suggestions. 

 
Yes 

 Q7: Do you have any thoughts on the standardisation of this information for 
the future? 

 

Given our concerns stated in 1.2.2 above about the probable burden of guidance fact find, 
we feel it may be appropriate to devise a standardised DC "at retirement" information 
pack, much like for SMPI illustrations, to make comparison of accrued rights easier. 

We could also envisage a website add-in that employers and product providers could 
include in their websites, and issue of Guidance Service-branded mailing inserts for 
pension statements etc.  

 Q8: Do you agree with the proposal to align the timing of the signpost with 
the existing timing requirements for wake-up packs? 

 
Like many in the industry, Altus believe that consumers tend on the whole to defer 
retirement planning for too long, and need to be made more aware of their retirement 
options and planning needs much earlier.  The quality of pension scheme and provider 
engagement with members varies widely by service provider. 

Altus believes that the proposal to align guidance to wake-up packs is a sensible first step, 
but agree with the FCA that signposting should probably come earlier - for example at 
least at the earliest age that retirement funds can be taken, if not before.  Meanwhile 
guidelines for providers and employers should encourage more pro-active member 
engagement throughout the membership journey. 

 Q9: Do you agree with the proposal to introduce a transitional provision to 
ensure that those receiving wake-up packs before April 2015 do not miss 
out on being signposted to the guidance? 

 
Yes - we feel it is important to give every consumer the same access, and this will be vital 
in assessing the success of the scheme and early measurement of the knock-on benefits 
to the levy-paying firms. 

 Q10: Do you agree with the proposal to add this guidance? 
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Yes 

 Q11: Do you agree with the proposal that firms should refer to the availability 
of the guidance whenever they are communicating with a customer about 
retirement options? 

 
Yes - this will give clarity to the providers and openness to the consumer. 

 Q12: Do you agree with our proposal to clarify the information provision 
requirement and add guidance on information that should be included? 

 
Yes.  Guidelines should state that there should be no bias in describing the customer's 
options that may direct them more towards one than another.   

 Q13: Do you have any comments on whether further requirements should 
be placed on provider behaviour and communications? 

 
As described above, Altus believe that guidance should be an ongoing process, and 
consumers need to be engaged throughout their membership and retirement journeys.  
Providers should be encouraged to maintain a regular conversation with their customers 
although we would not wish to see the FCA being too prescriptive here with the nature of 
these communications.  We feel that TCF requirements should suffice. 

As described in 1.2.3 above, the guidance provider will have a duty to keep abreast of 
developments of new retirement products available to consumers.  A new requirement 
could be placed on product manufacturers to alert the guidance provider of any significant 
new retirement products they have made available. 

 Q14: Do you agree with the proposal to remove the reference to maximum 
withdrawals and require a general statement about sustainability of income? 

 
We agree that the wording of COBS guidance needs to be changed to fit with the new 
legislation.   

On a wider point, Altus have been arguing for some time that the COBS rulebooks are far 
too long, and confusion about what constitutes advice tends to constrain innovation in the 
distribution space. We would like to see the rulebooks considerably simplified for the 
benefit of everyone in the industry, whilst still ensuring an appropriate level of consumer 
protection. 

 Q15: Do you agree with our proposal to remove the reference to maximum 
withdrawals in COBS 13 Annex 2 2.9R? 

 

Yes 

 Q16: Do you agree that there do not need to be any changes to the key 
features contents rules? If no, please explain why. 

 

Yes 
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 Q17: Do you agree that the projection of an annual income in retirement and 
a projection of the total fund is still useful and therefore this rule should not 
be amended? 

 

The rules state that the assumptions used for income projection are to be shown in the 
statement.  Therefore we agree this rule does not need to be amended. 

 Q18: Do you agree with the proposal to add a requirement for providers to 
provide their customers with a description of the possible tax implications 
and of the availability of the Guidance Service when they are applying to 
access some or all of their pension fund using any of the options available? 

 
Yes 

 Q19: What are your views on the approach taken on costs and benefits? 

 
We agree this is a sensible approach.
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 ABOUT ALTUS 

 

Altus is a business and systems solutions company focused exclusively on the needs of 
the financial services industry. Our practical experience of both the business of financial 
services and the supporting IT systems means that we can help solve the right problems 
with the right technology. Our mission is to be at the forefront of the networked financial 
services business of the future. 

Our team has extensive experience across a wide range of financial services activities, 
our staff are highly-skilled and enthusiastic. Our client list includes some of the largest 
financial services companies in the UK and Europe. 

Further details are available from our website at www.altus.co.uk or by contacting us. 
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