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Pensions – The End Game 
John Breedon, JLT Pension Capital Strategies 

Liability De-risking 
Post the Code 

A question 

What is better, a pension scheme with £50 million of liabilities and 

assets of £30 million or a pension scheme with £20 million of 

liabilities and no assets? 
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What next? 

• The Trustees and Company have a shared vision 

– To secure benefits for remaining members 

– At a given point in time 

– A contribution schedule is in place 

– A required level of investment returns has been determined 

– Risks have been identified, analysed, mitigated where 

possible 

• A flight-plan is in place, but can risk or costs be reduced through 

liability de-risking? 
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Liability de-risking – what will we cover 

• Enhanced Transfer Values 

• Pension Increase Exchange 

• TPIE 

• Other options 

– Wind up lump sums 

– Benefit re-shaping 

– Business as usual options 

– Compromises 
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The Choices Now 
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 A brief reminder of the DWP Code of Practice Principles 

1. No cash incentives 

2. For Transfer exercises, Advice should be provided to the member. For Modification 

exercises, either:  

a. Advice should be provided to the member, or;  

b. A Value Requirement should be complied with and Guidance should be 

provided to the member 

3. Member communications should be fair, clear, unbiased and straightforward 

4. Records should be retained  

5. Allow sufficient time 

6. Vulnerable Client Policy 

7. All parties involved in an Incentive Exercise should ensure that they are aware of their roles 

and responsibilities and act in good faith in the areas over which they have direct control 
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What is the role of the Member Adviser 

• Understands the members needs - the ‘Factfind’ 

• Explains the offer – explains investment risk, annuity risk, death benefits, credit risk in a fully 

documented advice process  

• Facilitates member decisions 

• Supports the  administration process 

• Helps to ensure that the project is run in accordance with guidance provided by the FSA and the 

tPR 
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ETVs – what’s the focus 

• Investment risk 

• Annuity rate risk 

• Sentiment towards sponsoring employer 

• Lifestyle issues 

• Impaired/enhanced annuities 

• PPF limit 

• Return in the event of death 
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ETVs – the current issues 

• TVAS technical provisions 

• Incentives to join process  

• Statement on Security of Benefits 

• Setting Critical Yield Hurdle Rates since FSA statement of future returns 

• What experiences do the attendees have?  
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Pension Increase Exchange 

• Balanced Deal Calculation 

• Low value enhancements 

• Starting point for advice 

• Embedded Option for all schemes 

• Advisory route regardless of offer 
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Typical PIE – Member Journey 

Offer letter issued 

Member opts out to 

guidance 

Member calls helpline, 

returns fact find 

Advice report issued 

Advice call to discuss 

circumstances 

Guidance report issued 

Cooling off period 

complete and uplift 

processed 

Member accepts offer Member declines offer 
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PIE advice process 

An Informed Choice 
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Typical TPIE - Member Journey 

Tailored offer letter issued 

to member 

Early retirement not 

appropriate 

Member calls helpline, 

returns fact find 

Full recommendation 

report issued 

IFA calls member to 

assess circumstances 

Member remains deferred 

Ongoing relationship if 

required (ie drawdown)  

Member retires through 

alternative arrangement 

Member retires from 

scheme 

TPIEs  

• Already available to members – but often not aware 

• A Member Choice Option at key trigger dates- when does it become a member requested 

CETV? 

• Not about trying to match scheme benefits 

• Role of Enhanced and Impaired annuities 

• Mortality Assumptions and selection against the scheme? 
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What’s in it for the member? And why they need 
advice! 
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TPIE and ETV Case Study 

Number of members by stage FaR Number of members by stage ETV 

Week Final MI Week Final MI 

Non Respondent 40 Non Respondent 144 

Own IFA 5 Own IFA 10 

FF Issued/ Awaiting Return 2 FF Issued/ Awaiting Return 10 

FF Received/ IFA Prelim Advice Call 1 FF Received/ IFA Prelim Advice Call 5 

Recommendation Report Preparation 0 Recommendation Report Preparation 0 

Recommendation Report Issued/ Awaiting Decision 0 Recommendation Report Issued/ Awaiting Decision 0 

IFA Advice Follow Up Call Complete/ Awaiting Final Decision 0 IFA Advice Follow Up Call Complete/ Awaiting Final Decision 0 

Decision Received/ IFA Advice Follow Up Call 0 Decision Received/ IFA Advice Follow Up Call 0 

Proceeding - Insistent – IVPP 9 Proceeding - Insistent   5 

Proceeding - Not Insistent – IVPP 75 Proceeding - Not Insistent 29 

Proceeding - Insistent – SIPP 0     

Proceeding - Not Insistent – SIPP 0     

Proceeding - Transferring to Non Default 2 Proceeding - Transferring to existing pension 12 

Stay in Scheme/ No Transfer 53 Stay in Scheme/ No Transfer 184 

Scheme Pension 4     

No Longer Proceeding 6 No Longer Proceeding 9 

Total 197 Total 408 
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FaR and ETV Case Study 

Transfer Value by stage FaR Transfer Value by stage ETV 

Week Final MI Week Final MI 

Non Respondent  £       6,100,675  Non Respondent  £       8,758,964  

Own IFA  £         845,524  Own IFA  £         859,294  

FF Issued/ Awaiting Return  £         233,316  FF Issued/ Awaiting Return  £         727,555  

FF Received/ IFA Prelim Advice Call  £           45,946  FF Received/ IFA Prelim Advice Call  £         278,589  

Recommendation Report Preparation  £-   Recommendation Report Preparation  £-   

Recommendation Report Issued/ Awaiting Decision  £-   Recommendation Report Issued/ Awaiting Decision  £-   

IFA Advice Follow Up Call Complete/ Awaiting Final Decision  £-   IFA Advice Follow Up Call Complete/ Awaiting Final Decision  £-   

Decision Received/ IFA Advice Follow Up Call  £-   Decision Received/ IFA Advice Follow Up Call  £-   

Proceeding - Insistent – IVPP  £       1,210,872  Proceeding - Insistent    £         706,924  

Proceeding - Not Insistent – IVPP  £       7,371,117  Proceeding - Not Insistent   £       3,300,144  

Proceeding - Insistent – SIPP  £ -       

Procceding - Not Insistent – SIPP £ -       

Proceeding - Transferring to Non Default  £         290,732  Proceeding - Transferring to existing pension  £         715,654  

Stay in Scheme/ No Transfer  £       9,570,811  Stay in Scheme/ No Transfer  £     18,091,575  

Scheme Pension  £         504,513      

No Longer Proceeding  £       1,016,134  No Longer Proceeding  £         398,944  

Total  £     27,189,640  Total  £     33,837,643  
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Other options 

• Wind up lump sums 

– Only on wind-up! 

– Can be very cost effective for smaller pensions 

– Can be compelled 

• Pension re-shaping 

– Not used widely (PIE, TPIE, ETV excepted) 

– Can be useful for specific members 

• Compromise 

– RAA 

– CVA 

– Administration 
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Business as Usual Options 

• Options offered at retirement 

– Pension Increase Exchange 

– TV to IVPP 

– Can take advance allowance in valuation assumptions and 

for accounts purposes 

• Not strictly under the ambit of the Code 

– In practice, treated as under the Code 

• What is the experience of the attendees? 
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Questions and Comments 

John Breedon FIA MBA, JLT Benefit Solutions Limited 
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