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About TISA

TISA is the not-for-profit body for the retail financial services sector working for the
betterment of tax incentivised savings and investment schemes with the industry,
consumers, media, Government — including HM Treasury (HMT), Department for Work and
Pensions (DWP) HM Revenue & Customs (HMRC), the Financial Services Authority (FSA)and
The Pensions Regulator — to enhance and improve the range, features, benefits, promotion,
administration and quality of savings schemes available to all UK citizens.

TISA is funded by over 100 firms involved in supplying products to savers and investors and
is the lead organisation supporting the broad range of savings and investment vehicles for
individuals, including Individual Savings Accounts, Child Trust Funds, Savings Gateway,
Personal Pensions, Employer based schemes, and other consumer-centric savings schemes
and initiatives.

TISA was formed on 1° July 2007. It is built upon the membership and resources of the
former PEP & ISA Managers’ Association (PIMA) and embraces its principles of constructive
engagement with Government and regulators to improve the effectiveness and promotion
of savings schemes for consumers thus increasing take-up, and fulfilling government
objectives.

Summary of Key Recommendations

Support for Savers
e TISA welcomes the increase in ISA subscription limits
e Increase ISA subscription limit to £12k
e Re-introduce ISA concession on tax dividend credit

A national Savings Strategy
e Improve consistency and integration of savings schemes
e Provision for a Workplace ISA (or Adult Child Trust Fund)
e Provision of a tax beneficial scheme to support old age care
e Set up a Retirement Savings Review

Pensions

e Change to subscriptions for highest rate tax payers

e (Clarity of forestalling measures

e Direct transfer of trivially commuted pension pots into an ISA without affecting
annual subscription limits

e Pension pots under £2000 to be trivially commuted, regardless of aggregate

e Anincrease in the age of compulsory annuitisation to 80

e Take account of Group SIPP in policy around the future of occupational pensions

e Consider permitting tax free drawdown sums to be transferred to ISAs without
affecting subscription limits



ISAs

In the event of death transfer of all savings/investments in an ISA wrapper intact
from one spouse to another

AIM stocks to be permitted investments in an ISA

Concern at mid tax year changes to two levels of subscription and new limit

Universal availability is paramount to the schemes long term success
Further efforts to encourage take-up and engagement with the CTF scheme
Increase subscription limit to £3,600

Strategy to improve identification of responsible adult for RAAs

Target setting for take up numbers for providers, excluding RAAs
Confirmation of third payment at age 11, 12 or 13

Uprate the initial CTF payment to £300 and index link to earnings thereafter
Introduce matching for less well off kids

Savings Gateway

Direct linkage of Savings Gateway to ISAs or CTFs

SAYE Schemes

Direct transfers into ISAs

Investment Bonds

Transfers to take place without being a taxable event

Equity Release

Further consider the role of equity release as part of retirement planning and long
term care policy

Financial Capability and Savings and Investment Guidance

TISA seeks to further assist government and the FSA in this area

Key Recommendations

Support for Savers in the Budget

TISA very much welcomed the announcement to increase subscription limits for ISA
savers in the last budget. This will help compensate for the current low levels of
interest, dividends and stock markets. It also reinforces the government’s
commitment to having the ISA as the cornerstone of its savings policy.

It is likely that low interest rates and dividends will continue for the foreseeable
future and therefore that many who depend on this income will continue to suffer
financially. As a result TISA recommends that ISA subscription limits are moved to



3.

£12k for stocks and shares ISAs and £6k for cash ISAs as soon as possible.
Preferably from the next budget, but if not from the one after in April 2011.

To further support and encourage people to use the stocks and shares ISA we
recommend re-introducing the ISA concession for tax dividend credits

Saving for Life and a National Savings Strategy

4.

10.

11.

TISA believes that in the ISA, CTF, Pensions Schemes, SAYE schemes and the to be
launched Saving Gateway and Personal Accounts, the UK has a suite of savings
schemes that are accessible, targeted and effective. If there is a gap it is the
financing of old age care.

We have worked closely with stakeholders, including HM Government and the
industry to try to bring the consumer real benefits. We are particularly optimistic
that CTF will bring great benefits to future generations, who will learn early on the
benefits that savings bring. This will result in a better understanding of risk and
much higher levels of financial inclusion.

TISA would like to see the Government promote the benefits of a Saving for Life
culture. However, to make this more than a sound bite will require a new focus on
ensuring consistency and integration of savings schemes appropriate for the 21*
century across the lifetime of the consumer.

We know that at different times in our lives we face different needs, with significant
life events such as higher education, getting married, having children, buying a
house, retirement and old age care, all placing differing financial demands on
individuals and families at different times in their lives.

As the next step TISA looks forward to sharing its ideas with the Government about
how savings schemes can be better joined-up. In this submission we advocate clearly
linking both Saving Gateway and SAYE to ISAs and we advocate the development of
the Workplace ISA (or Adult CTF) as a complement to a Pension. We also call for
trivially commuted pension pots to be able to be transferred directly into ISAs.

We call on HM Government to draw up a national strategy, taking a holistic view
of the whole range of government savings schemes, including how they can be
adapted and linked to give individuals and families the best outcomes,
encouraging the concept of Saving for Life.

Although much constructive work has been done on Personal Accounts and Auto-
Enrolment, which should significantly increase the number of consumers enrolled in
pension schemes, there are still a significant number of people who will opt out as
they do not feel that a pension is the most appropriate vehicle in which to save for
them. This can be addressed in a number of ways, one is to bring in compulsion and
another is to create a scheme which may better address their needs and concerns.

TISA has created the outline of such a scheme which we refer to as a Workplace ISA
(or Adult CTF). This could start from age eighteen and have a defined age, such as



sixty-six or State Retirement age. During this time the contributions, which would be
made net of personal tax, but would attract NI relief, would be ‘locked in’, however
similar to an US 401k, access through withdrawals or borrowing could be made for
pre-determined purposes such as house purchase, higher education, retraining or
medical grounds. Treatment within the scheme could be like a CTF for tax and
investment purposes. On reaching the end of the ’lock in’ funds would convert to a
standard ISA. At this point the consumer could leave the funds in the Account until
required; withdraw some funds to pay down debt, transfer some funds to a pension
scheme to provide an income in retirement or they could purchases an open market
insurance based annuity for the same purpose.

12. TISA calls on HM Government to create a new savings scheme, referred to as the
Workplace ISA, to provide savings in retirement, which could be used to form a
basis for income in retirement and access to funds for other purposes ¢ defined
and otherwise.

13. Although the Government has achieved much by reviewing and launching existing
and new savings schemes if there is a gap it is in the area of funding for old age care,
both in the home and residential. This area is becoming an increasing concern for
many, in particular the uncertainty. TISA is aware that there is work and
consideration going on, however we believe it would be helpful for the Government
to make an announcement that this is a priority and that overt action will be taken
to address it, possibly through some sort of tax assisted insurance or assurance
scheme.

14. TISA requests the H M Government set up a Retirement Savings Review examining
the effectiveness of current savings schemes and pensions to address the financial
needs of those in or approaching retirement, to include income replacement,
funding of special situations and lack of certainty, particularly of care needs
funding. This should also include the possible impact of the benefits regime.

Pensions

Auto-enrolment immediately

1. TISA calls for the promotion and encouragement of auto-enrolment now into
Employer based Pensions Schemes, as an interim measure before the
implementation of Personal Accounts. This would start the savings habit earlier
and instill it for a critical number of savers who should not delay saving for their
future.

2. From TISA’s perspective, auto-enrolment is the major innovation of the current

pension reforms and as it is possible to implement this now at little or no cost, we
strongly advocate its adoption as soon as possible.

Personal Accounts



3. We express support for the principle of Personal Accounts, but we remain
concerned about the interaction between pension saving and means tested
benefits. We believe it will be difficult to encourage saving for those on lower
incomes or older workers if individuals are anxious that any saving may lead to
withdrawal of means-tested benefits or to potentially very small pension pots.

Trivial commutation

4. TISA strongly supports the principle behind trivial commutation. This is particularly
useful for those with small, fragmented pots (often women) who would be unable to
buy a useful annuity with their savings. As a result TISA makes the recommendations
below.

5. We call for the ability of any amount trivially commuted to be eligible for direct
transfer into an ISA without affecting ISA subscription limits. This will protect the
integrity of the tax free status of the savings.

6. With many working into retirement it is important that small pots that have been
accumulated are made to go as far as possible, and we feel this would be a just and
well targeted policy. Clearly, trivially commuted sums attract tax, and this would be
deducted at the appropriate rate before transfer into an ISA.

7. TISA believes that the rules on the eligibility of pots for trivial commutation should
be revisited so that any pension pot under £2000 can be trivially commuted
regardless of the overall aggregate, as in practice any potential use of this as a tax
avoidance measure would be mitigated by the fact it is almost impossible to buy
an annuity for under £5,000.

Financing the Personal Accounts Delivery Authority

8. TISA is aware that the Personal Accounts Delivery Authority is incurring
development costs as preparatory work ahead of the scheme’s launch gathers pace.
Clearly these costs will need to be recouped from members unless PADA is to
receive a public subsidy. Given this scenario, TISA calls on HM Treasury to
acknowledge this funding and publish the interest rate at which the debt against
future members is accruing.

Increasing the age for compulsory annuitisation

9. TISA calls on Government to extend the age for compulsory annuitisation of
pension pots from 75 to 80. We believe that this figure is far more representative
of current life-expectancy, life patterns and the reality of both an ageing
population and people working later before retirement.

10. We also think that rules need to be reviewed in the light of new product
developments in the market, such as “new wave” guaranteed income drawdown
and annuities. TISA champions measures that increase flexibility across the savings



landscape and we believe that given the demographic evidence, this is an area
where such benefits can be realised.

Solvency 2

11. We note and support the combined efforts of Government and industry to prevent
Solvency 2 having deleterious effects for pension schemes and annuities in the UK
and will be pleased to provide such further support as may be required.

Group SIPP

12. We draw attention to the increasing role Group Self Invested Pensions Plan (SIPP) in
the future of Occupational Pension provision. With the continuing trend away from
defined benefit schemes towards defined contribution schemes, where employees
shoulder the investment risk, we believe there are considerable benefits from
employees being permitted more control over how their pot is invested.

The flexibility of SIPPs enables employees to manage all their pensions and
pensionable investments in one place, utilising modern, web-based technology to
manage their investments. It may also facilitate portability of pensions as individuals
change their employer.

Tax free drawdown

13. As a further avenue for flexibility, we believe tax free draw down should be able to
be held in an ISA until required without affecting subscription limits.

ISAs

14. TISA has consistently been an exponent of the simplicity, flexibility and mass-market
appeal of the ISA. Millions of adults in the UK hold ISAs and we feel it has proved to
be a highly successful scheme. We welcome the increases in limits and feel these
positions the ISA well for the future.

Workplace ISA
15. We have also referred to this in the section ‘a national savings strategy’.

16. The Government’s pension reforms bring some important new features to savings
policy in the UK, namely auto-enrolment and compulsory employer contributions. As
a complement to personal accounts for those disinclined to take up a pension in
their earlier years, we believe there should be an alternative option for employees -



to be enrolled in a Workplace ISA, which should also attract an employer’s
contribution.

17. We believe that this option is important as for various reasons many of those in the
target market will opt out of personal accounts or workplace pensions because they
do not want to lock away savings indefinitely when facing uncertain current and
future financial circumstances.

18. Those who opt-out will forego the benefit of receiving employer contributions; the
Workplace ISA could offer a valuable and flexible alternative which may be more
attractive.

19. It is proposed that access to these savings would be limited, making the workplace
ISA similar to a ‘CTF for Adults’, allowing them to build up an asset to protect against
unexpected expenditures or to build up a pot that could be used in retirement.
Immediate access to the pot would be limited to certain defined circumstances,
similar to those of the US 401K scheme. For example, the following reasons could be
acceptable for partial drawdown:

e Deposit for housing

e Unemployment retraining
e Longterm care

o Medical bills

e Higher education

20. We believe that such an ISA should mirror standard ISAs in terms of saving
thresholds and permitted investments and should be able to be transferred into
Pensions at a future point, should the individual's circumstances or views change.

21. The employer would be able to contribute to the scheme in a matching arrangement
funded in part through a reduction in employer’s NI contribution or corporation tax.

22. The potential for workplace I1SAs is illustrated by the innovation already taking place
in the market. GSK, the pharmaceuticals firm, recently made a decision to offer a
Group ISA to their employees. (Their Group ISA includes the ability to move
qualifying sharesave maturities into an ISA wrapper on an in-specie basis (i.e. no sale
and repurchase and no out of market risk). Alternatively, the proceeds can be used
to buy a Cash ISA or a mutual fund ISA and employees can contribute cash through
an online system. )*

Increase the ISA subscription limit
23. While appreciating current fiscal constraints, and recent announcements in this

area, TISA advocates a further increase in ISA limits £12k from April 2010 to help
returns on savings and investments.

Spousal Transfer of ISA on death

! The GSK GISA is operated by Standard Life, though other providers are also expected to come to
market with this type of scheme.



24.

25.

26.

On the death of a spouse, any savings or investments held in an ISA in their name
lose their ISA status before being inherited by the survivor. Given the total size of
those savings is likely to be greater than one year’s ISA allowance, this would usually
have to be placed into an ordinary deposit account by the survivor. This would then
attract tax on interest and in most cases attract a lower rate of interest thus further
diminishing their income.

We are concerned that in many cases, married couples later in life have many of
their savings in the name of the husband (even if they are joint savings). In such
instances the survivor, often the wife, loses out significantly. We feel that in such a
case the savings should be transferred to the survivor intact, i.e. without leaving
the ISA wrapper.

This would be a further incentive to save in an ISA and would also have a positive
impact for women in retirement —who as we know tend to be at a disadvantage
compared to men. This change would also apply to civil partnerships.

AIM Stocks

27.

28.

29.

Some of TISA’s members have questioned the status of AIM stocks in respect of
ISAs. Currently AIM stocks are not permitted in an ISA. However, somewhat
incongruously, they are permitted if they are dual listed on both AIM and on a
foreign bourse that has Recognised Exchange status.

We feel this inconsistent approach adds needless uncertainty and complexity.
Furthermore we feel there is a lack consistency across different tax favoured
investment schemes as AIM stocks are currently permitted in SIPPs. Indeed, with the
loss of special CGT benefit on holding AIM stocks, a key reason for many ordinary
investors to buy AIM stocks has been lost.

TISA recommends that AIM stocks should be permitted investments in the ISA
wrapper at the earliest opportunity.

Change to ISA Subscription Policy

30.

CTFs

31.

Although members were very pleased at the announcement to substantially
increase ISA subscription limits the change to a two tier system, particularly within
five months has caused considerable expense for the industry and no little confusion
for customers, some of whom feel disadvantaged by the change where managers
felt unable to reflect the changes in their products, and which could result in further
negative media coverage in the run up to the end of the tax year.

TISA continues to believe that the CTF has been a successful and progressive policy,
allowing children the potential to build a significant asset for the future regardless of
their background. We feel that further positive benefits will become apparent in the



future as its utility as a tool in financial education and inclusion becomes more
obvious. Considerable concern has been expressed by members at recent
announcements from the Conservative Party which suggest that they will take away
the universality of the scheme should they come into office.

32. Universality is seen by TISA as an essential element of the CTF scheme if it is to
deliver the policy and promise that was originally envisaged and that is being
delivered. Without this the industry will withdraw much of its market effort which
will drive down parental engagement and the use of the scheme as the cornerstone
of financial services (and numeracy) education and financial inclusion will be lost.

33. TISA believes that every effort should be made to try to encourage the
Conservative Party to review its current position and to restate its long term
support for this scheme and its intended outcomes.

34. Uptake, currently at above 70%, should be regarded as a considerable achievement.
However more can always be done to increase it further, but as we have noted in
previous submissions, policy should not be wholly focused on increasing uptake.

35. Rather, the challenge is also to increase the engagement of parents” and relatives
with the scheme to increase the number of accounts receiving extra payments and
positive investment action, TISA would welcome further discussion and
government action in this area.

36. TISA believes that the scheme is now sufficiently mature that government should
consider setting targets for providers in relation to their achievement of minimum
parental engagement.

37. TISA believes that the government should raise the maximum subscription limit to
MoZcnn (2 RSYZ2yad NitisaGioniardd SomaignghStdlfiey Sy (i Q &
scheme and also to better align it with Stakeholder Pensions which are also
available to children.

38. Concern has been expressed in two areas in relation to Revenue Allocated Accounts,
which are intrinsically linked. Providers find it very difficult to get any response or
engagement from the parents of RAA holders which also results in a very poor level
of extra subscription —about three percent.

39. TISA believes a government/industry action plan should be developed to address
the issues of inability to interact with the parents of RAAs and to encourage them
to become engaged.

Confirmation of third payment

40. Following on from GovernmentQ) gayment at age 7, which we warmly welcome,
TISA believes that a third payment, to be made at 11, 12 or 13 would also be a

2¥F2NJ ONBGAGETE 6KSYy (KS GSNY WLINBydiaQ A& dzaSR Ay (K.
guardian(s)
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further point at which to engage with parents and children by reminding them of
the Account.

41. This would also be a sensible juncture at which to review payments into the
Account, decisions about how the money is invested and what might be done with
the pot on maturity of the CTF. TISA recommends that the Government should
confirm this extra payment as its benefits may be considerably larger than simply
the increase in the size of the child’s fund at maturity.

Uprating the initial payment of £250

42. TISA notes that the initial payment of £250 has not been increased since the
d0KSYS&EaQ AYyOSLIiA2Yy d ¢ 2 priceSthabp@ayBEnkwouldK S &1 YS Ay
have to be somewhere around £300 and TISA recommends this increase.

43. As well as increasing the government payment levels as the government
introduces the Savings Gateway scheme it may be worth considering a similar style
of matching payments for children from less well off families

Saving Gateway

44. We believe that it is in everyone’s interest to encourage more savings by more
people across the UK and we welcome its introduction. TISA believes that the
Saving Gateway has a very important role to play in building a fairer society and
improving financial engagement and to this end we are in full support of proposals
to include the scheme in advice given as part of the national Money Guidance
service as well as the FSA National Financial Capability Strategy.

45. Most importantly, TISA still strongly believes that the Saving Gateway account
should default into a Cash ISA upon maturity without counting towards the ISA
subscription limit (unless the customer chooses a different option) as we feel that
this route would be the most beneficial outcome, to both consumers and
ultimately to providers.

46. The alternative recommendation to default the account into a savings account does
not represent the best deal for consumers, as providers may offer or provide a less
than competitive account and as most accounts are subject to tax this will also not
be in the consumer’s interest. Given the Treating Customers Fairly (TCF) agenda, we
feel that an ISA would represent the best and most competitive outcome for low-
income savers. From the point of view of the provider there would be an added
benefit given that the ISA scheme is already well known.

SAYE

Transfers into ISAs
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47.

48.

49.

TISA believes that individuals should be able to maintain the beneficial tax-
treatment of funds accumulated in a tax-advantaged environment, regardless of
which scheme they choose and despite the fact that they may move funds between
schemes. While we commend the Government’s efforts in allowing CTFs to roll
over into ISAs, we still feel that there are areas where we believe transfers should be
permitted or improved without affecting an individual’s annual subscription limits in
order to create a more level playing field.

To this end TISA calls on Government to allow employees to transfer assets held in
their SAYE savings scheme upon maturity into an ISA, without affecting the annual
subscription limit.

This would not only allow employees to continue benefiting from tax-shielded
savings but also only represent a small loss to the Exchequer as they are infrequent,
one off events in the savings lifecycle.

Insurance Based Investment Bonds

50.

51.

TISA would like unitised bonds to be able to be transferred in a similar manner to
pensions and ISAs ¢ that is without incurring a tax charge.

After the changes to CGT rules, this market had, and continues to have, a difficult
time. We feel enabling further flexibility, in terms of tax free transfers would provide
a much needed stimulus to this market. Moreover, many bondholders remain
trapped in archaic savings products and as such it will benefit them to be able to
move them. We believe that since most other savings vehicles, including ISAs, allow
you to move provider, the same should apply to bonds.

Equity Release

52.

53.

In recent years standards in product design, sales processes and customer service
have improved markedly in the equity release market. TISA underlines the potential
for equity release to become a key part of retirement planning by allowing asset
rich, cash poor pensioners to have security and dignity in retirement.

To date the market has grown and TISA looks forward to working with
Government to increase understanding of this option and its potential role in
helping tackle future public policy challenges, such as the funding of long term
care.

Financial Capability and Money Guidance

1.

TISA is firmly committed to enhancing financial inclusion and capability in the UK.
Only through increased levels of consumer awareness, education and confidence
can the UK's savings see a step change in quality and quantity. With its inherent
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consumer focus TISA takes financial capability very seriously and is actively working
with members and broader stakeholders to improve the state of financial capability
in the UK. Delivering the best outcome for consumers and savers is at the heart of
TISA's activities on key workstreams such as ISA reform and regulations, Child Trust
Funds (CTF), long-term savings, wraps, and Saving Gateway.

2. In principle TISA believes that it is a social imperative that the UK population's
financial capability is significantly improved. As such, TISA supports the FSA’s and
Treasury’s progress on Money Guidance. As the voice of the retail savings and
investment industry, TISA welcomes the opportunity to work with Government, the
FSA and the third sector on the creation and provision of a Money Guidance
scheme.

3. Our experience of Child Trust Fund has shown that customer-friendly websites and a
phone service that gives information about the scheme have been widely used and
proven genuinely helpful and that this may provide a useful model for the
development of Money Guidance.

4. TISA would be happy to discuss with government and the FSA how we may assist
in improving consumer access to guidance on savings and investment schemes.

In Summary

TISA believes that much has been achieved in the area of retail investment and savings
schemes in the past few years. However there is still much more that could be done to
further improve and develop the schemes for the consumer, thus increasing their uptake
and performance.

We will do all we can to support and assist the government in achieving this and their policy
objectives.
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