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EBCs - a SWAT analysis LCP:
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A reminder of our market LCP:
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= Plus the Public Sector

Source: BERR
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What affect does RDR have on EBCs? LCP

= Minimal direct impact
= Most EBC advisers have qualifications in abundance
— though there could be issues over specific exams
= Commission (and even Consultancy Charges) are largely irrelevant
= But for those EBCs that are turning themselves into providers.......
= And we do not advise in a vacuum — our competitive landscape is
changing rapidly
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Opportunities from tax and legislative LCP
changes

= Automatic enrolment

= Contracting out abolition — DC and DB?

= Abolition of compulsory retirement ages

= Abolition of compulsory annuitisation

= Unisex annuities

= Total reward management

= Tax threshold management

= Mass customisation of investment management
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Impact of automatic enrolment LCP
(DWP research report 753)

= “Likely industry responses to the workplace pension reforms: Qualitative
research with pension providers and intermediaries”
(http://research.dwp.gov.uk/asd/asd5/rports2011-2012/rrep753.pdf)

The implications for employer advice

= Intermediaries predict reforms will have little impact on the demand for
advice in the long term, but increased demand during implementation

= Few intermediaries expect to actively target employers that currently
have no pension provision

The impact of NEST

= The impact of NEST on the market is expected to be significant, but
providers do not think it will have a detrimental impact on their own
business

= There is a general expectation that NEST will have a substantial impact
on provider charges, setting the ‘baseline’ level
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Will employers have any money left for LCP

benefits?
DC — alternatives to allow certification

= 7% of pensionable pay (inc minimum of 3% from employer) - subject to
100% of earnings being pensionable

= 8% of pensionable pay (inc minimum of 3% from employer) —
pensionable pay can exclude variable earnings subject to pensionable
pay constituting at least 85% of total pay bill

= 9% of pensionable pay (inc minimum of 4% from employer) —
pensionable pay can exclude variable earnings

Note: Phasing still applies in all 3 approaches
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How might the choice look in practice? LCP

Employer contributions for auto-enrolled members
(excluding any savings from salary exchange and vesting)
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£1,000,000 -
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@ Minimum Contributions based
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B9% Certification
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08% Certification
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£400,000

W Existing scheme design (7%
employer contribution)

£200,000

£0
2013 2014 2015 2016 2017
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The upside of RDR LCP

= What if it actually does what it says on the tin?
— improves professionalism and the quality of advice
— increases public confidence in financial services distribution

It is almost certain to reduce the numbers of competing IFAs

= All sectors of the industry can benefit — if we comply with the spirit of the
review

= We will certainly be watching to see where “at risk behaviours” might
impact on clients
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Scope LCP

= This generic presentation should not be relied upon for detailed advice or taken as an
authoritative statement of the law.

= If you would like any assistance or further information, please contact the partner who normally
advises you.

= While this document does not represent our advice, nevertheless it should not be passed to any
third party without our formal written agreement.

LCP is part of the Alexander Forbes Group, a leading independent provider of financial and risk services. Lane Clark & Peacock LLP is a limited liability partnership
registered in England and Wales with registered number 0C301436. LCP is a registered trademark in the UK (Regd. TM No 2315442) and in the EU (Regd. TM No
002935583). All partners are members of Lane Clark & Peacock LLP. A list of members’ names is available for inspection at 30 Old Burlington Street, London, W1S
3NN, the firm’s principal place of business and registered office. The firm is regulated by the Institute and Faculty of Actuaries in respect of a range of investment
business activities. Locations in London, Winchester, Jersey, Belgium, Switzerland, the Netherlands and Ireland
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