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Foreword
The major reforms to the retirement income landscape announced by the Chancellor in the
2014 Budget were a bold and innovative attempt to help the UK adjust to the changing and
more flexible needs of people approaching retirement, increasing longevity and the
consequences of five years of abnormally low interest rates caused by macro-economic policy.
Taken together with auto-enrolment, a single State Pension and the DWP governance and
charges policy for the workplace pension market, it is now clear we are embarked on a period
of profound change for the UK’s savers, pension providers and wider financial community.
At the heart of the Chancellor’s proposals is the provision of a ‘Guidance Guarantee’ to help
ensure that the greater freedoms being offered to people approaching retirement are not put in
place without an improvement in the overall financial capability of those being faced with a
wider range of choices. We welcome this and want it to be a success.
Defining the Guidance Guarantee and then delivering it by April 2015 is a very significant
undertaking and can only be done through constructive and intensive partnership between the
Government, regulators, providers, advisers and customer representatives.
The industry is committed to help and that is why we have worked with KPMG over the last
five weeks, facilitating detailed and sustained engagement with the market to produce what
we believe will be a definitive and compelling contribution to Ministers as they decide how best
to implement the Budget reforms. Time is not on their side and we need this analysis to help
facilitate speedy decisions on all the key areas.
One thing is already clear. The UK has a deep-rooted and historic problem of financial capability.
The Guidance Guarantee cannot be a magic wand to remove this but it can play a constructive
part in building a better foundation for the future. We want to be part of that progress and
believe providers have a vital role to play in making the Guidance Guarantee and the wider
Budget reforms a success - we hope this document is the beginning of that process.

Findings from project delivered by KPMG
Published alongside the ABI’s response to HM Treasury consultation on
Freedom and Choice in Pensions
June 2014
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1. Executive Summary
Background
The freedom and choice in pensions announced in Budget 2014 was welcomed by ABI
members, but they amplify the challenge of enabling customers to understand their retirement
options and make sound decisions. The Guidance Guarantee announced at the same time will
be a crucial part of addressing this challenge.
In seeking to answer the consultation questions set by the Government around impartiality, it
was apparent that several other questions need to be addressed first: what guidance is, what
it is trying to achieve, how it is triggered, how it fits into the overall customer journey and how it
is delivered.
We commissioned KPMG to help us develop models for delivery of this entitlement to
guidance, with extensive input from our members and stakeholders. This report summarises
findings from that work.
Design requirements
First, it is important to define the Guidance Guarantee, clarify that it differs to existing guidance
and should not seek to meet a wider unmet need for guidance. It should be:
• Promoted to all DC customers as they approach retirement but not be mandatory for
customers to accept.
• Complementary to the customer journey, which should continue to include support from
providers, employers, advisers and other guidance services.
• Delivered through a range of service channels – predominantly on the phone, with digital
taking an increasing role and an option for face-to-face.
• Triggered against an individual pension pot but with guidance taking account of all pots.
• Broad in scope and high-level in specific areas, focusing on options for pension savings,
but providing information about the broad range of issues that affect this decision.
• Delivered against defined standards. The guidance should be richer than information but
short of regulated advice.
• Delivered by experienced staff with good knowledge of pensions.
• Concluded by the customer receiving a tailored output to provide direction on what
options they have and where they should go for further help.
• Identifiable with its own brand to avoid customer confusion with other advice and
guidance provision and reduce the risk of fraudulent models emerging.
We identified three options as potential methods for the delivery of the Guidance Guarantee:
• A utility model delivered by a third party (or a consortium of third parties).
• A federated model procured (and possibly delivered) by providers.
• A hybrid model procured (and possibly delivered) by providers with a utility as a default
solution.
Taking the need to deliver by April 2015 into account we believe that for day 1 the Guidance
Guarantee should be delivered through existing guidance providers with a public service
obligation or utility function – that is, whose service is available to everyone. This should not
affect the existing services providers or schemes currently offer.
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As the scope of the Guidance Guarantee is established, and the content and standards
become clear, Government and FCA should continue to review the role of providers and
utilities, and whether providers and others with a commercial interest can deliver the Guidance
Guarantee themselves in a genuinely impartial way.
Established services such as the Money Advice Service (MAS), the Pensions Advisory Service
(TPAS) and Citizens Advice can fulfil this utility role. Given the relative strengths of these
organisations, we advocate a combined solution making use of the best of their digital
capability, established frameworks and networks, pensions experience and telephony
capability.
Customer Demand and Cost
The demand for the Guidance Guarantee will drive the costs and specific start up risks:
• Uptake – A wide range of scenarios are possible depending on what the Guidance
Guarantee is, who it is promoted to, how and when. A medium planning scenario would see
200,000 customers receiving the Guidance Guarantee per annum (high 375,000, low
25,000) requiring 95 FTEs to fulfil.
• Guidance Cost – On this basis it is estimated that the incremental cost for an established
utility to deliver the Guidance Guarantee as laid out could be c. £7.5m (high £13m, low
£1.5m).
• Implementation Cost – The implementation cost to industry could be significant depending
on the nature of the Guidance Guarantee and cannot be sized until greater clarity is
provided on the solution.
• Funding – Consideration needs to be given to who pays and on what basis. To support a
utility, an industry levy is required; if the content is as broad as expected, then the levy
should have a broad base, beyond pension providers and schemes.
Implementation Challenge
Two challenges could impact on a successful launch:
• The systemic risk of depending on one organisation for delivery on launch.
• Dealing with the launch bubble and any pent up demand for guidance. A scenario with ten
or more times the normal volume on launch is possible.

The following steps are key to mitigating those risks:
• Establishing clear accountability for those responsible for delivery, with a governance
structure including industry representation.
• The wider industry supporting the Guidance Guarantee provider, offering expertise as
required to support design, development and possibly initial resourcing.
• Building on existing established processes/infrastructure.
• Exploring options to spread out the initial volumes.
Next Steps
To ensure that the industry can focus on delivering its role in the Guidance Guarantee for April
2015 it is critical that early decisions are made on:
• Who will deliver the Guidance Guarantee.
• Key elements of the design relating to resources, channels and systems.
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2. Background
This report outlines proposed models for the Guidance Guarantee that could be technically
deliverable by April 2015, taking into account:
• The policy intent and established facts about the Guidance Guarantee, from
announcements the Government have made.
• Key considerations identified by ABI members.
• Variables identified by the ABI that could affect how the Guidance Guarantee looks
• Links with other policy areas.
The report draws heavily on a report by KPMG for the ABI, which was based on extensive
engagement with ABI members and stakeholders.1
Given the diverse nature of the ABI membership and the open questions in the HM Treasury
consultation it is natural that there are some areas which remain subject to further debate.
As such the report seeks to build on areas of consensus whilst noting areas where views are
developing or more information is required.
The document summarises ABI views of the Guidance Guarantee in terms of:
• Requirements
• Design
• Delivery
• Cost
• Funding
• Next Steps

2.1 The 2014 Budget
The Government announced in the 2014 Budget that customers with DC pensions would have
greater flexibility in how they take benefits from their pension pot from April 2015.
Notably this would eliminate the requirement for anyone to buy an annuity and would enable
them to encash their whole fund.
From a customer perspective, this will significantly increase the choice available but it also
heightens the risk that customers do not understand their options, and make irreversible
decisions that are not in their long-term financial interest.
The Government has sought to support customers by introducing a guarantee of ‘Guidance’ at
the point of retirement. It is clear that the guidance is not regulated advice and is free at the point
of use, though it is recognised that ultimately customers will pay through charges.

“We’re going to introduce a new guarantee, enforced by law, that everyone who retires
on these defined contribution pensions will be offered free, impartial, face-to-face
guidance on how to get the most from the choices they will now have.”

KPMG’s work was designed to meet the ABI’s agreed requirements and particular features of the engagement
determined by the ABI needs at the time. The report should not be regarded as suitable to be used or relied on by any
party wishing to acquire any rights against KPMG other than the ABI for any purpose or in any context. Should any
recipient choose to rely on the reports, they will do so at their own risk. KPMG will have no obligation to update their
report for events or transactions occurring subsequent to the date on which they gave the report in its final form to the ABI.
1
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2.2 Consultation process and broader agenda
The Government is consulting on aspects of pension flexibility and guidance in ‘Freedom and
choice in pensions’. This report is submitted alongside the ABI response to this consultation.
The questions about the Guidance Guarantee focus on whether standards are sufficient to
ensure impartiality. In seeking to answer this question, it was apparent that several other
questions need to be addressed first: what guidance is, what it is trying to achieve, how it is
triggered, how it fits into the overall customer journey and how it is delivered. We
commissioned KPMG to help us develop models for delivery of this entitlement to guidance,
and answer these wider questions.
Following the consultation, HMT will confirm the outcome with the likelihood that a subsequent
FCA consultation will be required to define further detail.
It is important to note the wide range of other policy changes which the Guidance Guarantee
must interact with and all of which may have material implications for the nature of the
Guidance Guarantee.
• A new tax framework will be introduced which will stimulate the development of new products.
• The FCA work on the advice boundary could affect the Guidance Guarantee and providers’
sales processes.
• The FCA will continue its Retirement Income Market Study and supervisory work on annuities.
• Key policy areas such as State Pension, welfare reform and long term care funding are
under ongoing review.
Whatever the initial design of the Guidance Guarantee it will require ongoing review to ensure it
adapts to changes in policy and the market.

2.3 Existing sources of help and guidance for customers
It is important to consider how the Guidance Guarantee will interact with the current pension
market considering both the wide ranging support available to customers from advisers,
providers and guidance services but also the reality that barely half* of customers seek out any
support beyond the basic information available from providers at present.

The Guidance Guarantee must deliver against the specific customer requirements of ’Freedom
and choice in pensions’ and should not be a vehicle to fulfil any wider unmet need for guidance
(see Appendix 1a) or advice throughout the retirement journey. It is also worth noting the
ongoing uncertainty about the boundary with advice; and the confusion about how far
guidance is expected or allowed to go.
*Source: Retirement Choices: baseline research, ABI, 2013
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3. What are the design requirements?
In developing a set of requirements for the successful implementation of the Guidance
Guarantee for day 1, it is necessary to establish:
• The design principles underlying what the Guidance Guarantee should be and how it should
be delivered;
• Who will use the Guidance Guarantee; and
• What will make the Guidance Guarantee a success from the perspective of different stakeholders.

3.1 Design principles
Following extensive discussion with members and stakeholders, we have developed a set of
design principles which:
• Build on existing processes and infrastructure wherever possible to ensure a safe and
effective solution can be delivered for day 1. Significant new build of IT, business and
finance processes, and premises is unlikely to be feasible between now and day 1.
• Focus on day 1 delivery but create a platform for future development. In some areas, such
as the digital solution and customer outputs, the scope for day 1 will be constrained but
could evolve.
Reaching agreement on these principles with Government and FCA is an important step in the
development of a service that works for customers and can be delivered safely and effectively
for April 2015.
One key design principle, which requires an early decision, is the content of the session. This is
referred to in the table opposite and explored further in Appendix 1c.
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What the Guidance Guarantee should be
Principle

Options considered

Rationale for Chosen Option

Eligibility

• DB pension customers

• HMT state that the responsibility is with
respect to DC pensions.

• Private pension customers
• All pension customers
• All people (with/without a pension)
99 DC pension customers

Guidance
Extent

• ‘Narrow’ guidance that does not
cover debt / welfare etc
• ‘Deeper’ guidance that considered
specifics of debt / welfare and how
they interact with pensions
99 ‘Broad scope and high-level in
specific areas’ delivering guidance
on pension options and informing
on wider needs

• The changes announced in the Budget to
the retirement options relates to DC
pensions.
• Should the scope of the Budget changes
alter as a consequence of consultation
(e.g. to include DB pensions) there may be
an argument to broaden eligibility.
• The Guidance Guarantee should address
the specific objectives outlined by HMT.
It is not a vehicle to address a broader
unmet need for advice/guidance (see
Appendix 1a).
• Narrow would leave customers at risk,
failing to make them aware of the
necessary issues.
• Deeper would encroach on the boundary
of specialist guidance areas / regulated
financial advice creating risk in the process
and duplication of provision.
• Guidance that is broad in scope and
high-level in specific areas will provide
clarity on pension options (i.e. deferral,
encashment, annuity, drawdown) and
highlight wider areas of consideration (e.g.
debt, tax, state benefits etc.).
• In principle the duty on the industry is to
deliver the Guidance Guarantee once per
pot. When design is finalised, consideration
needs to be given to the practicalities for
customer and industry of this.

Guidance
Nature

• ‘Information only’
• ‘Regulated’ advice
99 Guidance subject to a specific set
of Standards

• ‘Information only’ would fail to meet policy
and customer objectives.
• ‘Regulated’ advice as currently defined by
FCA rules is beyond the scope of the
Guidance Guarantee.
• Guidance sits on the spectrum between
advice/ information.
• Standards will offer clarity/ consistency to
any guidance provider.

Guidance
Inputs

• Creating system links for customer
data from providers/ schemes to
the guidance provider
99 Manual input by customer based on
existing documentation

9

• Creating data links is not feasible for day 1.
• The complexity of building data feeds
suggests that an industry or Government
led solution is unlikely to be economically
viable. Data protection concerns would
also have to be overcome.
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Guidance
Outputs

• Personalised outputs
99 The guide constructs from a set of
a pre-approved sections to tailor
the output to the customer

• Personalised outputs are beyond the
scope of the Guidance Guarantee, adding
significant cost and at risk of straying into
personalised advice.
• Pre-approved paragraphs reduce the time
and cost taken on post call wrap-up and
can still deliver the desired customer
outcomes.

Specific
product or
advice
fulfilment link

• The Guidance Guarantee provides
the customer with a specific product/
advice channel fulfilment link
99 The Guidance Guarantee does not
provide the customer with a specific
product/advice channel fulfilment link

• Direct hand-offs to a particular commercial
organisation or to a specific product
execution would compromise impartiality
of the Guidance Guarantee.
• A product outcome would likely require
regulated advice.
• The customer should not receive a specific
product outcome but should be aware of
the options they have, and leave them
thinking about where to go e.g. to online
tools/information, regulated advice, specialist
guidance and the existing provider.

Impartiality

• Delivered by any organisation
against standards to ensure
impartiality
99 Delivered by an organisation free of
commercial interests where
impartiality is not in question.
99 As the content, standards and other
policy developments become clear,
the Government should continue to
keep under review whether providers
can deliver the Guidance Guarantee
in a genuinely impartial way.

• HMT has stated that any guidance
provided must be ‘impartial’. We
considered the following principles:
–– No organisation with a commercial
interest in the Guidance Guarantee can
be financially disinterested in the
outcome. Therefore their impartiality
may be questioned.
–– Providers and schemes can give
guidance which is objective, productneutral and sales-free.
–– Providers and schemes cannot be
independent of themselves. Some
services could be independent of the
provider or scheme’s process but still
not impartial.
–– Customers’ behavioural biases can
inhibit shopping around. Therefore it
may be hard for providers or others
with a commercial interest, to achieve
impartiality in the eyes of all
stakeholders.
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How the Guidance Guarantee should be delivered
Principle

Options considered

Rationale for Chosen Option

Delivery
Channels

• F2F Only

• Customers should have a choice. Forcing
customers to take guidance F2F is
inconsistent with many customers’
preferences.

• Online Only
• Telephony Only
99 F2F and other channels e.g. phone
or digital

• A digital only solution is incompatible with
the delivery of the Guidance Guarantee as
defined in the Budget.
• Online information and tools are extremely
successful in providing a self serve
capability for certain customer segments.
• Customers will need to be routed between
the channels to support their journey.
• Phone is a preferred channel to many
customers based on TPAS/Provider
experience.

Who Triggers
the Guidance
Guarantee

• Government Promotion
• Guidance Provider Promotion
• No Promotion
99 Provider Promotion

• An ‘on demand’ process that received no
specific promotion from providers was
seen as unlikely to deliver the customer
outcome due to the risk that customers
would not be aware of guidance at the
time they needed it.
• For reasons stated previously passing
data to the guidance provider to instigate
contact is not viable.
• A Government solution could be an
attractive option but it is understood that
the Government do not see this as
feasible for day 1.
• Providers have pre existing retirement
communications in place which could be
adapted (at cost) to promote the Guidance
Guarantee.

How the
Guidance
Guarantee is
Triggered

• One letter per customer to cover all
pension pots

Guidance
Mandate

• Customers can not access their
pension without accepting the
Guidance Guarantee

99 One letter per pension pot

• One letter per customer is not practical
due to challenges of targeting centrally, or
de-duplicating.
• IT costs to industry or Government of
developing a customer level promotion
process are seen as significant.

99 Customers are not obliged to
accept the Guidance Guarantee
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• Any process that forces the customer to
take guidance or prevents the existing
provider from communicating was seen as
inconsistent with delivering the customer
experience and respecting different
customer’s preferences.
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Alignment to
Customer
Journey

• The Guidance Guarantee should be
independent from the existing
provider retirement processes

• Established processes by providers and
other stakeholders are built around a
logical customer journey.

99 The Guidance Guarantee should
complement existing retirement
customer journeys

• Providers are well placed to support both
proactive and reactive promotion of the
Guidance Guarantee.
• To create something independent from
these existing processes could confuse
the customer or could leave them in limbo.

Promotion
Timing

• At a specific age (e.g. 54)
• In the retirement process
99 At a specific age and as part of the
retirement process

• The Guidance Guarantee could be
promoted at different points.
• An argument might exist for day 1 to
target priority customers, based on need,
in order to limit development work.
• Notwithstanding when the Guidance
Guarantee is ‘promoted’, consideration
needs to be given as to how to deal with
proactive demand from consumers.

3.2 Usage of the Guidance Guarantee
Whilst the Guidance Guarantee will be promoted to all DC pension customers at retirement, it
is inevitable that some will choose not to take up the offer:
• There will be some who automatically turn to a financial adviser for regulated advice, so will
not consider the Guidance Guarantee.
• There will be some insistent customers who do not want help and know what they want to do.
• There will be others who just do not choose to engage with the process.
Those who want to use the Guidance Guarantee are likely to have different requirements:
• Some will want to self serve online and access information, tools and education to make
a decision.
• Some will want guidance on a specific issue.
• Some will want guidance on all issues.
• Some will need regulated advice or specialist guidance (e.g. social care, debt counselling).

abi.org.uk
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We propose that the Guidance Guarantee should be flexible enough to route consumers to the
appropriate place as outlined below:
Who will use the Guidance Guarantee?

© 2014 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved.

What will demand be for the Guidance Guarantee?
To assess the potential ‘steady state’ demand for the Guidance Guarantee, planning
assumptions are required on who it will be promoted to and what percentage of that
population takes up the offer.
The table below provides a planning estimate based upon views from ABI members and the
assumption that the Guidance Guarantee would be promoted to the c. 500,000 customers
with pots ‘at retirement’ each year in the UK. It models three possible response rates at 5%,
40% and 75% (see appendix 2a for more information).
For comparison, TPAS currently deal with around 12,000 at retirement calls per annum
suggesting an underlying demand for guidance of c. 2.4% of this population.

2015

UK
Population

DC
Pot
Customers Estimate

Scenario 1 Scenario 2 Scenario 3
High
Medium
Low
Response Response Response

872,200

333,333

375,000

500,000

200,000

25,000

Source: ONS. IFS, ABI/KPMG Assumption

For comparison, TPAS have been discussing the issue of Guidance Guarantee volumes with
the Pensions Policy Institute (PPI). Based on a set of plausible assumptions about levels of
take-up, the PPI has come up with similar figures for potential demand for the early years of
implementation (before auto-enrolment starts to feed through), with a central scenario in the
region of 150,000-190,000 guidance queries per year. This makes some adjustments for the
numbers currently taking trivial commutation and income drawdown, and for the likely number
of DC pots per retiree.
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A higher level of demand is possible if the Guidance Guarantee is:
• Compulsory, or if soft compulsion is used (for example, by a forced inclusion of a ‘cooling
off’ period before a decision can be made on a retirement product).
• Delivered as part of the provider’s established retirement process.
• Marketed in a way that demands a response (e.g. promoted by HMT using behavioural
techniques).
• Promoted to a wider population (e.g. DB customers or all customers with unvested DC
pensions) increasing the ‘500,000’ targeted per annum.
A lower level of demand is possible if the Guidance Guarantee is:
• Easy for the customer to ignore.
• Given a similar profile to TPAS/MAS currently in existing provider communications (although
note these are already highlighted in cover letters and booklets sent in Wake Up Packs).
• Promoted in a passive fashion.

3.3 Indications of success
For the Guidance Guarantee to be a success from day 1, a series of measures can be created from
the perspectives of different stakeholders. The table below highlights the key indicators identified:
Day 1 Measure
Customer
Good Outcome

Clarity
• Customers are clear on the nature of the Guidance Guarantee
• Customers deem the Guidance Guarantee to be fair, impartial and useful
Understanding
• Customers have an improved level of understanding
• Customers are informed of options relevant to them
• Customers know where to go for next steps
Action
• An appropriate percentage of customers take it up

Good Experience

Relevant
• The Guidance Guarantee delivers guidance that is appropriately tailored to the
customer
• The Guidance Guarantee takes relevant information from a customer’s life and
finances into account
Customer Journey
• Customers can access the Guidance Guarantee at a time which is appropriate
• Customers can access the Guidance Guarantee via an appropriate service
channel/medium
• The customer journey does not include handoffs or dependencies that cause
unnecessary delay
Consistent
• The Guidance Guarantee guidance complements existing, available information,
guidance and advice

Industry
Value for Money

Value Add
• Costs are known and attributable ) at a finite cost per customer
• Costs should be comparable to the costs of similar guidance services

abi.org.uk
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The ultimate objective for all parties must be to help customers make better decisions at
retirement. The Guidance Guarantee will make an important contribution to this but will not be
the sole vehicle for doing so. Once the design has been finalised, the Government should
consider what specific ‘action’ measure would be appropriate to validate the success of the
Guidance Guarantee.

4. How could the guidance be delivered?
Delivering the Guidance Guarantee model successfully will require significant design decisions
to be made in the following areas:
• Service Channels
• Fit to Customer Journey
• Guidance Basis

4.1 Service channels
The Budget set out the objective that the Guidance Guarantee should be delivered ‘Face-toFace’ (F2F).
In considering the wide range of customer segments and needs that the Guidance Guarantee
should meet, it is apparent that a multi-channel service model would be more likely to meet
HMT’s policy objectives.
This would have the benefit of protecting the individual’s right to a F2F meeting if required but
also allow those who would prefer to self-serve online, or take the guidance on the phone
remotely from their home or abroad to do so. An effective online component will complement
F2F/phone guidance, facilitating booking and routing and improving customer understanding
prior to the formal guidance meeting. For the purpose of this document, we assume that the
Guidance Guarantee will typically involve human interaction, in line with our understanding of
the Government’s intention, but also that people may have their needs fulfilled online outside of
the Guidance Guarantee.
Reflecting current experience from MAS and TPAS, we believe that this approach could lead to
the vast majority of customers being dealt with remotely in a way that meets their needs whilst
focusing F2F provision on those who genuinely need it.

15
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Implementing a model on this basis will require: (1) An online and phone solution to act as the
initial gateway and (2) Routing processes to ensure customers are directed to the most
appropriate service for their needs as outlined below:

© 2014 KPMG LLP, a UK limited liability partnership, is a subsidiary of KPMG Europe LLP and a member firm of the KPMG network of
independent member firms affiliated with KPMG International Cooperative, a Swiss entity. All rights reserved.

4.2 Customer journey
As outlined in section 3 it is expected that the Guidance Guarantee will perform an important
role in helping customers make sound decisions at retirement. However, it is important to
consider the limitations of the Guidance Guarantee:
• It will not help customers to save enough during the accumulation phase.
• It will not provide on-going detailed support to customers to optimise how they take their
income.
The market already provides support for customers, to an extent, in these areas whether from
providers, employers, advisers or existing guidance services.
For the Guidance Guarantee to improve customer outcomes it is important that it builds on
and enhances current market provision in particular during the retirement process. This is key
to day 1 deliverability due to the importance of leveraging existing processes where possible
given the limited timescales.
Appendix 1b outlines how the Guidance Guarantee could fit into the existing customer
journeys, 1c outlines the Guidance Guarantee journey itself and 1d suggests wording for how
it could be promoted.
Depending on the detailed design, it is expected that some iterative changes will be required
to established processes (such as providers’ retirement processes). As a minimum, providers
could have a role as a second line of protection for customers making decisions at retirement,
whether or not they have been through the formal guidance. This would involve setting out the
risks of their decision and encouraging them to use the Guidance Guarantee.

abi.org.uk
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4.3 Guidance basis
During the discussions with members we have discussed two options for delivering the
Guidance Guarantee:
• A decision tree which uses criteria to help filter options for customers. This could be
delivered by less experienced staff and would need to accommodate all of the factors in
scope of the guidance.
• An experienced guide based approach that would utilise staff with good pensions
knowledge to deliver the guidance.
The decision tree approach has the potential to be lower risk and more scalable, however if the
content of the Guidance Guarantee is as broad as expected, the complexity of pensions with
links to areas such as tax, state benefits and debt mean it is exceptionally challenging to
deliver and meet all customers’ needs, especially for April 2015.
For day 1 we suggest that a version of the process model should be developed to underpin
the information provided on-line and the phone routing. This will be enough to fulfil many
customers’ needs. The Guidance Guarantee itself, though, should be delivered by experienced
pension professionals with consideration given to how to accredit individuals and to deliver it to
a consistent level.
Appendix 1f outlines the characteristics of both models along with pros and cons and
Appendix 1e outlines a possible question set the experienced guide could use.
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5. Who could deliver the guidance?
We explored three delivery models during the discussions with members:
• A utility model delivered by a third party (or a consortium of third parties)
• A federated model procured (and possibly delivered by) providers with no utility back stop
• A hybrid model procured (and possibly delivered by) providers with a utility back stop

Utility,
with public
service
obligation

Strengths

Risks/Issues

• Economies of scale

• Systemic risk if a central provider fails

• Unquestionably impartial

• Low take up if not well promoted

• Established standards through central
utility

• Competition risks if a single provider
distorts the market

• Able to give the same service for all of
a customer’s pots

• Risk of single utility delivery failure

• Consistency in quality
• Unambiguous brand to avoid ‘illegal’
guidance propositions emerging
• No confusion with existing retirement
processes
• Existing capabilities can be built upon
to aid April 2015 delivery
Federated
(no utility)

• Makes use of existing customer data
• Competition drives innovation

• Existing provider may not be seen as
impartial
• Reputational and political risk for
providers
• No utility to set benchmark
• Need to assure quality across providers
• Possible confusion with business as usual
‘guidance’ processes
• The ability for all providers (inc. schemes)
to comply for April 2015
• Customer behavioural biases

Hybrid

• Makes use of existing customer data
• Competition drives innovation

• Existing provider may not be seen as
impartial

• Lower risk of delivery failure compared
to the federated model

• Reputational and political risk for
providers
• Utility and providers could contradict
each other
• Need to assure quality across providers
• Possible confusion with business as usual
‘guidance’ processes
• The ability for providers (inc. schemes) to
comply for April 2015
• Customer behavioural biases

It is the consensus of the ABI members that the federated model is not a viable option and
that there must be a role for a utility solution to service the wider scheme market and establish
benchmark standards as a minimum.
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To meet the extremely ambitious timetable, we believe the Guidance Guarantee must make
use of the existing guidance infrastructure. Therefore, for April 2015 it should be delivered
through existing guidance services such as MAS, TPAS and Citizens Advice. This should make
use of the £20m seed funding and will establish content and standards specific to the
guidance guarantee and secure capacity.
As the scope of the Guidance Guarantee is established, and the content and standards
become clear, Government and FCA should continue to review the role of providers and
utilities, and whether providers and others with a commercial interest can deliver it themselves
in a genuinely impartial way. This should also take into account what emerges on related policy
areas: the FCA’s work on access to advice and the advice boundary, the Retirement Income
Market Study and the wider tax changes to implement pension flexibility. This ongoing review
could happen in parallel with development of the utility/ies. This should not affect the existing
retirement services providers currently offer.
Given the different strengths of both TPAS and MAS, a combined solution would seem to offer
an attractive option, matching the online capability and established frameworks of MAS with
the pensions experience and telephony capability of TPAS. The potential role of charitable
advice providers such as Citizens Advice, should be explored further.
As with any data driven delivery, there are risks with implementation which will increase in line
with demand and specifically any peak volume in April 2015.

6. What could the guidance cost?
A critical success measure for the Guidance Guarantee is that it should deliver good value for
money both for customers and the industry. The following sections outline key assumptions in
terms of:
• Channel mix
• Implementation costs
• ‘Steady state’ running costs
The cost of the Guidance Guarantee on a ‘per customer’ basis must be commensurate with
the nature of the Guidance Guarantee and existing guidance benchmarks.
• TPAS and MAS currently deliver guidance for an average ongoing cost of less than £100 pp
(TPAS £43 pp on the phone, MAS £70 pp F2F and <£1 pp online)
• TPAS have estimated that the Guidance Guarantee could be delivered for a cost of £35 pp,
through telephony, web chat and virtual F2F
Discussions with ABI members and existing guidance services suggest that it should be
possible for an existing utility building on established infrastructure to deliver the Guidance
Guarantee for an average cost in the region of £25 to £60 pp once the model is up and
running, varying based on uptake/channel mix.
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6.1 Channel mix
The table below outlines two scenarios for channel mix projecting different shifts between
service channels.
Scenario A – Phone Dominates

Scenario B – Stronger Shift to
Online from 2016

F2F

Phone

Online
only

F2F

Phone

Online
only

2015

10%

90%

0%

10%

60%

30%

2016

10%

85%

5%

10%

55%

35%

2017

10%

80%

10%

10%

50%

40%

2018

10%

75%

15%

10%

45%

45%

2019

10%

70%

20%

10%

40%

50%

2020

10%

65%

25%

10%

35%

55%

In this context, ‘online only’ refers to the potential for customers to use information, education
and online tools to ‘self serve’. Any customer who then subsequently requires F2F/Phone
guidance is captured in that channel.
There is a general view within both ABI membership and other stakeholders that a gradual shift to
online is likely in line with customer preferences and as the quality of the online solution develops.
Our members’ view, and that of TPAS, is that this is likely to start from a low base given
existing experience of guiding customers on pensions, which is largely phone based and
although many customers are comfortable seeking guidance on the web, most of them will
seek telephone contact as well. Based on that, and the expectation that the day 1 online
solution will be limited, scenario A is more likely.
MAS bring experience of online tools for auto-enrolment (where 90% of customers self-serve
online) and Universal Credit (2/3 self serve) which leads them to believe that a greater
proportion of customers could be able to self-serve. Scenario B reflects this but starts from a
lower (30%) base reflecting the complexity of the areas covered by the Guidance Guarantee.
As we stated earlier, we assume that the Guidance Guarantee will typically be delivered by an
experienced guide.
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6.2 Implementation costs
Given the unresolved questions on the Guidance Guarantee and what form that guidance
should take, it is challenging to establish a view on implementation costs. It is clear though that
there will be significant costs on both the utility and the pensions industry.
• The utility will have costs to build the model (see Appendix 3a). Significant costs are likely to
deliver the proposition, online solution and to recruit and train the guides. An early estimate
from TPAS is that this could be delivered for much less than the £20m the Government has
made available to fund implementation. But given the complexity of implementation, it is
difficult to estimate the cost.
• The industry will have costs to support any required changes to literature to promote the
availability of the Guidance Guarantee and to scripts/training for telephony. Providers have
made a wide range of estimates from £30k to £5m each reflecting the lack of clarity on
what the Guidance Guarantee is and the different IT infrastructures which pension providers
have. It was noted that resource scarcity could be an issue as well as cost.

6.3 Steady state running costs
The following planning estimate is heavily dependent on the final design of the Guidance
Guarantee model but it appears to represent a reasonable benchmark when compared to:
• Existing TPAS experience - £43 per customer for primarily phone based guidance
• Existing MAS experience - £70 per customer for F2F guidance
• Projected TPAS cost for delivery of the Guidance Guarantee – c. £35 per customer when
responses run at a similar level to scenario 2
The table below outlines average costs for the ongoing delivery of the Guidance Guarantee in
a steady state along with FTE requirements. It is based on the assumption that the Guidance
Guarantee is delivered by an existing utility with established infrastructure and does not take
account of the expected peak of demand on launch (See section 8).
There are six scenarios highlighted covering the three response rates modelled (see section 3)
and the two channel mixes (see section 6.1). In future years the cost can be expected to
reduce based on steady state volumes in line with a gradual shift of customers from phone/
F2F to online. These are estimates based on assumptions about length of call, costs and the
efficiency of the service – Appendix 2b gives further detail on these figures and key assumptions.

Scenario A – Gradual Shift to Online
from 2016
Customer
Demand

Cost

Scenario B – Stronger Shift to Online
from Day 1

Cost /
Customer

FTEs

Customer
Demand

Cost

Cost /
Customer

FTEs

£34

178

375,000

£9,429,708

£25

127

£36

95

200,000

£5,355,844

£27

68

£60

12

25,000

£1,281,981

£51

8

Scenario 1 – High Uptake
2015

375,000

£12,881,412

Scenario 2 – Medium Uptake
2015

200,000

£7,196,753

Scenario 3 – Low Uptake
2015

25,000

£1,512,094

The analysis suggests a possible ‘per customer’ cost of between £25 and £60 for an
organisation leveraging existing infrastructure. This varies based on demand and channel mix.
Scenario 2A (highlighted) has been established as a medium planning scenario of possible
costs with an incremental cost of (£36 per customer) £7.2m and an FTE requirement of 95 in
year 1 (steady state), in line with current MAS/TPAS experience.
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Alternative Scenarios
Notwithstanding channel mix and uptake, the model is sensitive to a number of factors; the
table below illustrates the impact of two key ones:

Guidance takes twice as long

Consequences

Impact

• 5 customers per day on
phone on average

• Medium Scenario(2a) ranges
from £13.7m in 2015 to
£11.5m in 2020

• 3.5 customers per day F2F
on average

• High Cost (Scenario 1a)
ranges from £25.0m in 2015
to £20.9m in 2020
• Low Cost (Scenario 3a)
ranges from £2.3m in 2015
to £2.0m in 2020

Guidance is based on scripts
and delivered by less
experienced staff

• Phone staff paid £20,000,
F2F paid £25,000 on average
• Extra £200,000 annual fixed
cost on average to maintain
scripts

• Medium Scenario(2a) ranges
from £4.6m in 2015 to £3.9m
in 2020
• High Cost (Scenario 1a)
ranges from £7.7m in 2015
to £6.6m in 2020
• Low Cost (Scenario 3a)
ranges from £1.4m in 2015
to £1.3m in 2020

7. How should the guidance be funded?
Discussions on the optimal funding model for the utility have focused on two key areas:
• The routing of the payment – Is payment made directly to the organisation responsible for
delivering the Guidance Guarantee or via state levy?
• The funding ‘base’ and basis (in the event a ‘levy’ model is adopted) – Should the
funding responsibility extend beyond existing pension providers and schemes? What would
the funding then be linked to?
For day 1 we anticipate that an existing funding model will need to be leveraged due to the
challenge of legislating for and then implementing a new model.
Should a ‘levy’ model be adopted an important consideration for the industry and Government
should be ‘earmarking’ of any monies raised to ensure that value for money is easy to measure.
Detailed considerations are outlined in Appendix 2c along with an overview of the MAS/TPAS
funding models.
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7.1 Routing of payments
Two options have been identified for the routing of the payment;
• Levy from Industry or Government to whomever delivers the Guidance Guarantee
• Direct Payment from consumer (using a voucher) or pension provider to whoever delivers
the Guidance Guarantee
Whilst a direct payment system has having some attractions should a ‘federated’ approach be
adopted, the logistics of implementing it with all the required finance processes are likely to be
unrealistic for day 1.
This solution would also create significant challenges for the service fulfilling the utility function,
since funding would be ‘post event’ and likely to be variable, leaving a lack of clarity on the
level of funding available in advance to deliver the required capacity.
For day 1, a routing of payments via an industry levy building on either the MAS or TPAS model
is the most viable starting point.
Should a ‘hybrid’ model be adopted, then consideration would be needed to consider how to
deal with any providers who ‘opt out’ of the utility solution.

7.2 Funding base and basis
The viable options available for the funding basis (that is, how it is collected) depend on which
underlying funding base is used (who pays).
The Chancellor has stated since the Budget that the funding responsibility for delivery of the
Guidance Guarantee was on ‘pension providers and schemes’.
We believe that, if the guidance is as broad as expected, the Government should extend the
funding base beyond existing DC pension providers schemes to DB schemes and potentially
all organisations who benefit from accumulation (investment managers, banks) and
decumulation (such as annuity providers, banks, investment managers).
In this case, a ‘MAS’ style model of funding linked to the FCA Annual Funding Requirement
would provide an effective way to broaden out the cost. The downside is then that
occupational schemes would not be captured.
In this case consideration should be given to:
• Whether to earmark as MAS currently do for debt advice services
• How best to achieve fairness between industry sectors – historically MAS have operated a
‘rebate’ model to sectors who would ordinarily pay ‘too much’
• Whether it is possible to weight the burden by ‘customer outcome’ as per the core MAS
funding basis.
Should the decision be to limit the cost to existing pension providers/schemes then the DWP
model which links payment to pension book size (by members) could be a sensible starting
point, although we reiterate that it would be fairer and more logical to extend the funding base
to other parts of the industry. In this case consideration should be given to:
• Whether tapering the cost to reduce the per member charge for larger schemes, as for the
DWP model, is appropriate when the actual costs per customer of the Guidance Guarantee
are not likely to vary significantly.
• Dealing with customers with multiple pots (either within a provider or between providers).
• Dealing with providers with different at retirement age profiles in their book.
Any model which links payment to actual customer uptake of the Guidance Guarantee (by
provider) rather than potential is undesirable due to the risk that it could distort provider or
scheme behaviour.
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8. Key risks and mitigating factors
Implementing the Guidance Guarantee in a manner that delivers quality guidance and caters
for the demand for April 2015 is a challenge.
There are a number of systemic risk factors that need to be addressed that could significantly
change the risks of delivery and for the customer.
The table below sets out some of the systemic risks identified and possible mitigating actions.
These actions can be taken by the various stakeholders, either working collaboratively or
working independently. We are not recommending all of these actions but suggest they should
be explored.
Whatever the chosen model, it is important that costs are predictable and monitored to ensure
that it remains proportionate and delivers value for money.
Systemic Risk Factor

Potential Mitigation/Next Steps

• Customer Expectation - the Guidance
Guarantee does not meet the expectations of
the customer as it will not provide a personal
recommendation

• Set clear expectations in promotion and
introduction to the Guidance Guarantee

• Lead time (and clarity) – the Guidance
Guarantee must be available from April 2015;
however, lead time is required to design and
implement the capability. The key decisions
required with suggested lead time are set out
below:

• Agree who has to deliver

• Customer testing needs to take place prior to
and alongside the launch of the Guidance
Guarantee to validate design, promotion and
branding
• Agree and adhere to a plan covering FCA,
HMT, guidance providers and Industry
• Early clarity from regulators on relevant new
rules

–– Who should deliver the Guidance Guarantee
–– “Standards” governing the content of
guidance and impartiality
–– Tax and other regulatory changes that
impact upon suitability of guidance
–– Changes to be implemented by providers to
the retirement process and standards to be
adhered to alongside the Guidance
Guarantee – particularly those requiring
systems changes
• Tax Year end Timing – Implementing activity on
or close to the Tax year end is problematic as it
coincides with a very busy period for the
industry and advisors and may encourage a
surge in demand

• Explore option to delay full launch towards the
end of April 2015, or encourage people to seek
guidance in advance

• Recruiting and training competent individuals
– has an intrinsic lead time

• Build on an established operation
• Agree who has to recruit ASAP
• Adopt a pilot before full scale launch
• Consider secondment from providers
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• Technology set up and testing for April – risk of
systems delay and/or failure.

• Build on proven capability and infrastructure
• Minimise interfaces as far as possible
• Adopt a lower tech solution for day 1 and
enhance after launch

• Pent up demand – Given the years lead time to
the availability of the Guidance Guarantee there
may be a considerable pent up demand that
could be very challenging for the service to
deliver on day 1
• Day 1 demand could be significantly higher
than the steady state due to customers who
defer retirement in 2012/3 going through the
process – A scenario with ten times the normal
volume in month 1 is possible and needs to be
planned for (see Appendix 4 for peak demand
scenarios)

• Smooth the demand by slowing down who can
access it in the early period (staging/piloting)
• Asking those who are already entitled to
access the service to use it in advance
• Promoting the Guidance Guarantee in such a
way that makes it clear who is entitled to the
service and effective routing
• Consider alternative resourcing options e.g.
secondees from industry to utility

• Projected on-going take up - the level of take
up could vary significantly making it difficult to
plan and set up the ongoing capacity required

• Performing customer surveys to inform take up

• Channel Mix – F2F v voice v web only

• Promote the alternative channels such as
phone and digital sufficiently that the volume of
F2F is efficient and scalable

• Making the entitlement link to dates that
smooth the load over the year (such DOB
rather than SRD)

• Realism required in terms of possible F2F
capacity to be delivered through established
channels

9. Next steps
Successfully implementing the Guidance Guarantee by April 2015 will require consideration of:
• Key decisions
• Key systemic delivery risks with an establishment of steps taken to mitigate them.
It is important to focus on the immediate next steps required to give all stakeholders an
opportunity to successfully deliver the Guidance Guarantee in April 2015. The decisions
outlined in 9.1 below are critical and require rapid resolution.
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9.1 Key decisions
To ensure the aggressive timescales of the implementation of the Guidance Guarantee can be
achieved, there is a critical path of decisions which need to be made now:
Decision 1 – Who delivers the Guidance Guarantee
• Decision on whether the Guidance Guarantee is to be delivered via the hybrid or utility
model, taking into account the content of the guidance
• Accountability for the delivery to be established
• Project to be mobilised and governance structure created (to include industry representation)
Decision 2 – What resources will be needed
• Agreement on experienced person/decision tree model will be used to deliver the Guidance
Guarantee
• Confirm demand expectations along with likely day 1 peak
• Creation of resource plan – organisation design, recruitment, training, pilot – noting that
experience shows recruitment and training could take 6 months
Decision 3 – What channels will the Guidance Guarantee be delivered through
• Day 1 requirements developed for IT/Telephony and F2F infrastructure for both the
Guidance Guarantee provider and the existing provider or scheme
Decision 4 – How will the Guidance Guarantee be promoted
• Retirement process communications designed and agreed upon – noting that Wake Up
Packs for customers with a selected retirement date in April will go out from October 2014
leaving scope exceptionally limited to make any material changes, especially in case of
consultation on rule changes.
Decision 5 – How will the Guidance Guarantee be funded
• Funding option agreed
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3

1

It also reinforces the need for guidance
ahead of, and throughout, retirement.

People have increased choice on how to
take their pension with the ability to encash
their pension at their marginal tax rate and
spend it if they wish.
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Narrow focus

Advice and guidance
not sought or
not equally available

Tendency to focus on one aspect, not all
aspects of a person's retirement; and
decisions at retirement, not in retirement. 	
  

Different levels of service across providers,
schemes and other services. 	
  

93% of customers are aware of the need to
shop around; only 54% of customers seek
any sort of advice or information before
purchasing an annuity.	
  

Why do the current options not meet the needs of customers

Budget

What has changed?

CAB / debt advice
Organisations

TPAS
MAS
Sources of
Independent
Information
E.g. Which?,
Employers

Financial Adviser

Provider

Also includes very specialist services (e.g.
Macmillan financial guidance).

Impartial free advice and counselling for
customers on their personal debt, welfare
rights etc.

Helps customers plan for retirement and
understand options at retirement, and
guidance on basic money management.

Impartial and independent free online tools,
information and telephone / F2F guidance,
from mixture of specialists and generalists.

Fee based advice which leads customers to
a suitable recommendation tailored around
their personal circumstances.

Free online tools, information and telephone
guidance to help customers understand their
retirement options

2 What exists to help customers make the right retirement decisions?

The Guidance Guarantee should address the specific need outlined and should not be a vehicle to
address any broader unmet need for guidance.

Appendix 1a – The wider ‘unmet’ need for advice/guidance

10. Appendices
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The Guidance Guarantee should sit alongside the existing pension customer journey and in particular
providers’ retirement process:

Appendix 1b – the Guidance Guarantee fit to existing customer journey
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Appendix 1c – Possible Guidance Guarantee journey

STEP 0 –
Initiation
STEP 1 Information &
Education

Customer prompted by Provider about Guidance Guarantee and the risks of not
taking guidance at the point of retirement
Customer goes online to use information and tools to understand what pension pots
they have, what income they want in retirement and what options they have to fund
this

STEP 3 Appointment

Guide calls/meets the customer and takes the customer through a series of
questions: which can either answer specific questions or deal with the following:
! Verify all preparation information and probe on all pensions
! What other sources of income are available from savings (including other
pension arrangements) or even equity in the home?
! Is the customer planning to remain working, if so for how long?
! Is there unsecured or mortgage debt outstanding?
! What aspirations does the customer have for future spending and do they
understand what income this would require?
! Are there dependents to consider; partners, children, parents?
! Does the customer qualify for state benefits; which ones?
! Are there any health issues that would influence decision making?
! What could the tax implications be for different decisions?
! Does the customer understand the implications of their decision?

STEP 4 Guidance
Event

The Guide is able to filter and provide options for consideration
! Postpone Retirement
! Encash
! Annuitise
! Drawdown

STEP 5Actions

The Guide points the customer to:
! Digital Resources (tools, flat content etc.)
! Other Guidance Services (welfare rights, debt counselling etc.)
! Regulated Advice (Existing adviser or Unbiaised.co.uk if none)
! Provider

STEP 6 –
Decision

Customer contacts Provider/Adviser/Other with their decision
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Written output to be created
where required

STEP 2 –
Appointment
Needed

The customer decides they need more help so book a Guidance Guarantee
appointment, The customer is asked to collate some information in preparation
! Personal Details (Name, Address, Date of Birth, Income tax rate)
! Marital Status / Dependents
! Employment Status
! Home Ownership Status
! Pensions (all pots, including state) – Size, Provider, SRD
! Other Assets (Property/Investment) – value
! Debts (Mortgage / Unsecured) – value
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Appendix 1d – How the Guidance Guarantee could be promoted
We expect that the Guidance Guarantee would be promoted in writing at appropriate points
during the existing retirement process. To get an appropriate response rate it will be important
to consider the timing, the branding and what behavioural techniques can be applied.
To illustrate this, a written promotion of the Guidance Guarantee could outline:
• Deciding when and how to take your pension is one of life’s most important decisions.
• To ensure you understand how your pension can help fund your retirement we believe that it
is critical that you are fully aware of all the options available to you.
• The Government has introduced an entitlement to a free impartial service which does just
that. This focused service, provided by ‘XXX’, offers impartial guidance on all your pension
options.
• Prior to making a decision on what do you with your pension the Government recommends
that you take advantage of this free, easy to use service by visiting www.www.com or
calling XXXX
At any point a customer proactively contacts a provider to buy a retirement product call
scripting would be used to promote the Guidance Guarantee acting as a second line of
protection:
• The decision you are making to buy an annuity is irreversible, we recommend that everyone
seeks guidance before making such a life changing decision.
• Are you aware that the Government has introduced an entitlement to free impartial
guidance? This focused service, provided by ‘impartial organisation’, offers impartial
guidance on all your pension options.
This will formalise steps already taken within the existing retirement process from providers.
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Appendix 1e – Possible Guidance Guarantee question range
Outlined below is a possible question range developed based on discussions with ABI members:
Possible Question Set
1. Verify all preparation information and probe

a ) Personal Details (Name, Address, Date of Birth,
Income, tax rate)
b ) Marital Status/Dependents
c ) Employment Status
d ) Home Ownership Status
e ) Pensions (all pots, including state) – Size,
Provider, SRD
f ) Other Assets (Property/Investment) – value
g ) Debts (Mortgage/Unsecured) – value

2. Sources of Income

a ) What income do you get from savings
b ) What income do you get or expect to get from
pensions
c ) What income do you get from property
d ) For each: start date, amount, guarantees,
charges
e ) Are you expecting to receive any future assets/
income through Inheritance

3. Employment

a ) When do you want to stop working
b ) Do you intend to reduce your hours
c ) Do you want to retire gradually
d ) Do you intend to change jobs
e ) What will any changes do to your income and
tax status

4. Debt

a ) Do you have an outstanding mortgage
b ) Do you have any outstanding loans
c ) Do you have any outstanding credit cards
d ) Do you have any other debt
e ) Do you have any immediate plans to clear their
debt

5. Future Income

a ) What income do you think you will need in
retirement
b ) What bills will you need to cover, what other
expenditure will you have
c ) Will you have income from anyone else in the
household and how secure is this
d ) Do you want to provide an income for your
spouse in the event of your death
e ) Do you want your future income to increase in
line with inflation or stay static
f ) Do you need a lump sum to pay for anything
significant in the coming years

6. Dependants

a ) Is anyone in or out of the household dependant
on your income, if so, how much
b ) Do you have parents to support, if so, how
much does this cost you
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7. Welfare

a ) Do you or anyone else in your household
receive any state benefits, if so what ones
b ) Do you expect to receive any other state
benefits in the near future?
c ) At what age do you qualify for your state
pension and how much are you entitled to
d ) Do you need to draw on state pension
immediately

8. Health

a ) Are you a smoker
b ) Do you have any serious health conditions
c ) Have you decided what you intend to do if your
health deteriorates in the future, e.g. LTC
d ) Have you made a will
e ) Do you have any funeral funding arrangement
plans in place

9. Tax

a ) Are you a taxpayer
b ) What is your marginal rate of tax
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Appendix 1f – Decision Tree or Experience model?
The option exists to deliver the Guidance Guarantee through either a ‘decision tree’ model or
an ‘experienced’ guide model
Option 1 – Decision Tree

Option 2 – Experienced Model

Description

• A process uses criteria to help filter
options for customers and leaves
them thinking about what to do next

• Guides use experience to help
customers understand their options
and leave them thinking what to do
next

Dependencies

• A standard set of discussion areas
• A decision tree

• Guides with pension industry
experience

• ‘Guides’ need minimal experience
– for F2F and Telephony channels

• ‘Guidance Manual’ for ‘Guides’ to
refer to for knowledge

• Process based training at set up for
F2F and Telephony channels

• Regular knowledge based training

Requirements

• A benchmark for qualifications,
experience and knowledge

• Guidance ‘Standards’
• Call recording and listening
Strengths

• Suited to multiple providers and
channels

• Suited to single guidance provider
model to ensure consistency

• Speed, ease and cost of recruitment
• Lower salaries – none for online

• Increased personalisation/tailoring
of service

• Can focus on specific questions

• ‘Guides’ can probe
• Risk of advice may be reduced as
guides understand boundary
• Good for those wanting an
alternative perspective

Issues

• Challenge of creating a filter tree
within the timescales

• Length of call unstructured so
could increase costs

• Potential high turnover of staff

• Recruitment will take longer and will
cost more and may impact
capacity

• Longer lead in time for changes
• Greater risk of failure if ‘guide’ cannot
answer questions
• Customer experience likely to be
lower

• Increased need to answer all
questions
• Increased staff costs
• Harder to ensure consistency
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Appendix 2a – the Guidance Guarantee response model
The table below provides a planning estimate based upon input from ABI members leading to
the following assumptions:
• There are c. 500,000 customers ‘at retirement’ each year in the UK at present. This is based
on ABI statistics that 420,000 annuities were sold in 2012 and includes an allowance for
those who go onto drawdown and those who seriously consider retirement before deferring.
• There are a smaller number of customers than pots. It is assumed that the ‘average’
customer has 1.5 pots.
• 3 Scenarios are modelled based on high (75%), medium (40%) and low* (5%) response rates.
• The 75% response rate implies that some customers receive more than one the Guidance
Guarantee event over their lifetime in line with their ‘right’ to an event per pot.
UK
Population

DC
Customers

Pot
Estimate

Scenario 1
High
Response

Scenario 2
Medium
Response

Scenario 3
Low
Response

2015

872,200

333,333

500,000

375,000

200,000

25,000

2016

901,500

373,221

516,797

387,597

206,719

25,840

2017

920,800

381,211

527,861

395,895

211,144

26,393

2018

939,200

388,829

538,409

403,806

215,363

26,920

2019

947,500

392,265

543,167

407,375

217,267

27,158

2020

947,500

392,265

543,167

407,375

217,267

27,158

2021

939,100

388,787

538,351

403,763

215,341

26,918

2022

939,200

388,829

538,409

403,806

215,363

26,920

Source:

ONS. IFS, ABI/KPMG Assumption

Other Notes and Assumptions:
• Volumes scale in line with growth in the UK population reaching the age of 55 (Source: ONS)
• Customers use guidance once per pot in practice to fulfil the industry’s ‘duty’. Should
availability be open-ended and usage more frequent then volumes (and costs) will scale in
line with the average number of events per customer
• Uptake of the Guidance Guarantee service may affect existing guidance services provided
by TPAS and MAS
• Over time, the number of the UK population with a DC pot (and the number of pots each
holder) is expected to increase significantly over time as the impact of auto enrolment is felt.
Any steps that make it easier to transfer DB monies to DC at retirement could also have a
significant impact. Future modelling work should build on this.

abi.org.uk

34

Appendix 2b – the Guidance Guarantee cost model
The table below summarises 6 scenarios for the incremental cost to an established utility of
delivering the Guidance Guarantee based on inputs from ABI members and existing guidance
services.
Scenario A – Gradual Shift to Online
from 2016
Customer
Demand

Cost

Scenario B – Stronger Shift to Online
from Day 1

Cost /
Customer

FTEs

Customer
Demand

Cost

Cost /
Customer

FTEs

Scenario 1 – High Uptake
2015

375,000

£12,881,412

£34

178

375,000

£9,429,708

£25

127

2016

387,597

£12,696,015

£33

175

387,597

£9,128,357

£24

122

2017

395,895

£12,345,496

£31

170

395,895

£8,701,458

£22

116

2018

403,806

£11,958,727

£30

164

403,806

£8,241,872

£20

109

2019

407,375

£11,433,274

£28

156

407,375

£7,683,572

£19

101

2020

407,375

£10,808,324

£27

147

407,375

£7,058,622

£17

91

Scenario 2 – Medium Uptake
2015

200,000

£7,196,753

£36

95

200,000

£5,355,844

£27

68

2016

206,719

£7,097,875

£34

93

206,719

£5,195,124

£25

65

2017

211,144

£6,910,931

£33

90

211,144

£4,967,444

£24

62

2018

215,363

£6,704,655

£31

87

215,363

£4,722,332

£22

58

2019

217,267

£6,424,413

£30

83

217,267

£4,424,572

£20

54

2020

217,267

£6,091,106

£28

78

217,267

£4,091,265

£19

49

Scenario 3 – Low Uptake
2015

25,000

£1,512,094

£60

12

25,000

£1,281,981

£51

8

2016

25,840

£1,499,734

£58

12

25,840

£1,261,890

£49

8

2017

26,393

£1,476,366

£56

11

26,393

£1,233,431

£47

8

2018

26,920

£1,450,582

£54

11

26,920

£1,202,791

£45

7

2019

27,158

£1,415,552

£52

10

27,158

£1,165,571

£43

7

2020

27,158

£1,373,888

£51

10

27,158

£1,123,908

£41

6

Key Assumptions:
• The model captures incremental cost only and is based on a single utility provider of the
Guidance Guarantee. Multiple guidance providers and/or a requirement to introduce new
infrastructure (office, technology etc.) would significantly increase the cost.
• All scenarios assume that a full time equivalent can deal with 10 customers per day on the
phone or 7 F2F based on 30 minute guidance sessions on average.
• The model assumes the use of experienced guides being paid £40,000 on the phone and
£45,000 F2F.
• The model excludes any mailing costs which are assumed to be delivered through existing
communications or by a 3rd party (i.e. Government). Adding a new ‘at 54’ mailing for
example would add cost for providers.
• The model includes fixed annual developmental costs to maintain/develop the proposition
– £100,000 for each of phone and F2F, £500,000 for online
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Appendix 2c – the Guidance Guarantee funding considerations

Existing Models
MAS

TPAS

• 1/3 linked to FCA Annual Funding Requirement
(AFR) fee blocks

• Part of DWP levy – also funds TPR

• 1/3 linked to customer usage

• Ranges from £0.35 per member to £2.88 per
member per annum (full DWP levy, not just
TPAS)

• 1/3 linked to outcomes of guidance

• Tapered per member charge

• Different rates for occupational and personal
pensions

1. What is the routing of the payment?
Options

1 Direct Payments
2 Industry Levy

Considerations

• Option 1 would see direct payments made from providers to whomever
delivers the Guidance Guarantee. Direct payment is seen as most likely in a
‘federated’ delivery model (see section 4).
• This could be negotiated individually or via an industry consortium allowing
individual providers to opt out should they deliver the Guidance Guarantee
themselves.
• Funding level could be based on the provider’s book in which case the issues
outlined under Question 3/Option 2 would need to be addressed to
determine the basis of the charge. Alternatively it could be customer based,
linked to vouchers and charged based on up-take.
• Implementation would require the development of new finance/billing
processes and would create challenges for any utility seeking to size
demand/ensure capacity.
• Option 2 would see payment via an industry levy. There are two established
models in place (see below). For day 1 it is likely that any model would have
to adopt the principles behind one of those models should a levy be adopted.

2.
Options

How broad should the base of the payment be?
1 General Taxation
2 Narrow Base – Pension Providers / Schemes
3 Broad Base – FS Industry (Insurers, Banks, Investment Managers) and Insurers
(Accumulation and Decumulation)
• An argument can be made that the Guidance Guarantee should be paid for
out of general taxation. It is understood that this is not the government’s
intent.
• In Freedom and Choice in Pensions HMT has stated that the ‘duty’ is on
pension providers – it is understood therefore that the ‘narrow base’ is HMT’s
starting point.
• There is merit in exploring the rationale to broaden the base beyond
‘accumulation’ pension providers to consider:
–– DB Schemes. In particular if the flexibility on retirement options is
extended to cover them
–– Investment Managers – who also benefit from pension accumulation
revenues
–– ‘Decumulation’ Providers – Anyone who stands to benefit from
decumulation (i.e. Annuity providers, Platforms, Banks etc.)
• Should the availability of the Guidance Guarantee extend beyond DC (or
pension customers) as suggested by some customer advocacy groups then
that would make it critical that the base of funding is extended across the FS
industry to ensure fairness.
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3.

What should the basis of the payments be?

Options

1 Link to FCA Annual Funding Requirement (AFR)
2 Existing Book (By Members and/or value)
3 Existing Book (By service usage)
4 By Outcome

Considerations

• Option 1 could have merit if the ‘base’ of the funding is extended beyond the
existing pension provider.
• Option 2 is the most likely option if the base is limited to the existing
accumulation pension providers.
–– Linking to value would increase complexity of calculation and is seen as
less viable
–– Given the Guidance Guarantee is expected to be delivered against a
consistent standard a ‘per member fee’ has some merit as a starting
point, there are a number of practical issues to be considered:
–– Whether/not to taper charge in line with member numbers – current
model for DWP levy but not clear it makes sense here.
–– Dealing with multiple pots leading to a single guidance event – pots may
be split between providers or be with the same one.
–– Providers with different age spreads in their book.
–– This option does not fit easily if the funding base is extended beyond
accumulation providers.
• Option 3 is seen as less desirable – could create perverse incentives and
require complex data and billing processes.
• Option 4 is seen as challenging given that the outcome of the Guidance
Guarantee will not always be a product outcome and the capture/analysis of
the data would be challenging to support day 1 implementation
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Appendix 3a – launch considerations
Summarised below are the key considerations for any organisation building a guidance
framework as assessed against the KPMG ‘9 levers model’. This is not exhaustive and it is to
be expected that a number of the elements will deliver to a minimum standard on day 1.
Lever

Points for Consideration

People

• Organisational design and role profiles
• Advertise, interview, recruit
• Release people from existing roles (internal/external)
• Create culture of independence and impartiality
• Remuneration and recognition

Customer

• Define the population and any segmentation and options to mitigate the peak
• Awareness of the Guidance Guarantee (Brand and Promotion) – design, approve,
deliver any materials

Channel

• Create channel strategies – F2F/Telephony/Online
• Define processes, systems and organisational requirements

Proposition

• Amend code of conduct (ABI), apply changes to code of conduct (Providers)
• Create the standards (FCA)
• Apply the standards (guidance provider(s)
• Communication materials required by the Guidance Guarantee (Inputs and
Outputs) - letters/scripts/literature etc. Design, approve, deliver
• Client Outputs – create templates, pre population etc

Business
Process

• Detailed customer journeys
• Customer feedback/satisfaction
• Process flows
• Handoffs created

Systems and
Infrastructure

• Accommodation – for both F2F and Telephony channels
• CRM and client data capture
• Online – Website, FAQ’s and Information, analytics and Webchat
• Online – Tools, document fulfilment, mailboxes
• Appointment booking service
• Telephony infrastructure: call recording, unique telephone numbers etc
• IT equipment for telephony and F2F
• Implementing finance systems and reporting
• Document production for client output

Measures and
Incentives

• Creation of required suite of MI and monthly reporting

Financial
Performance

• Define costs and budgets

• Outcome / call length / Handoffs / Uptake
• Funding options designed, agreed and implemented
• Funding raised and legislated for
• Implement processes to track costs and any required data for chosen funding
option

Legal and
Governance

• Creation and delivery of QA/Risk framework
• Implement legal entities as required
• Implementing accounting structures
• Clarity on regulatory and provider liability
• Complaints procedure designed and implemented
• Redress procedure and funding required
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Appendix 3b – the Guidance Guarantee Development roadmap
Given the short timescales to implementation it is inevitable that the initial solution will be
limited. Outlined below are what KPMG sees as the likely day 1 requirements against each of
the 9 levers:
Lever

Day 1 Position ‘v’ Ideal end state

Comment

	
  

Day 1 likely to be people dependent, staff
must be competent. Culture/capability
must be established

	
  

Basic promotion must be in place, scope to
innovate post day 1

	
  

Online channel likely to be less developed
for day 1. F2F may be limited for day 1

	
  

Online, Channel integration Output quality
likely to develop post day 1

Business
Process

	
  

Basic processes must be in place – will
develop alongside proposition

Systems and
Infrastructure

	
  

Online can evolve as processes are proven
and developed

Measures and
Incentives

	
  

Basic metrics must be in place to manage
service, demonstrate compliance. Customer
measures will evolve

Financial
Performance

	
  

Basic financial metrics will need to be in
place. Funding basis may be basic initially
and evolve

Legal and
Governance

	
  

Any necessary structures will need to be in
place for day 1 to underpin any internal
Chinese walls/ 3rd party providers

People

Customer

Channel

Proposition

	
  

KEY: Day 1 Position
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Appendix 4 – Peak demand
There is a risk of an unmanageable peak of demand for the Guidance Guarantee in April 2015
given the potential for:
• Pent-up demand from those who have either deferred retirement or those who bring
forward their retirement date to take advantage of the new rules
• All retirees post 54 being eligible for the Guidance Guarantee from April 2015
• Heightened public awareness if the availability is aggressively promoted on launch
The table below models the impact of 10x, 3x and 2x business as usual volumes for the three
response models:
Underlying Average
Response Month
Rate

FTEs 2 x
Volume

FTE

3x
Volume

FTE

10 x
FTE
volume

High

75%

31,250

178

62,500

356

93,750

533

312,500

1,777

Medium

40%

16,667

95

33,333

190

50,000

284

166,667

948

Low

5%

2,083

12

4,167

24

6,250

36

20,833

119

The FTE requirement increases significantly, suggesting that either additional short term
resource is required or backlogs would ensue. The ten times scenario is unlikely to be realised
over the course of a year but it is entirely possible in the early weeks that volumes could run at
this level.
Consideration needs to be given to the implied FTEs and the challenge for the industry at large
in delivering capacity, whatever the solution, should this short term peak be seen as realistic
based on the final design.
A ‘peak’ is most likely to be unmanageable if:
• Large numbers of clients defer decisions on their pension funds till post April AND require
guidance to make a decision.
• the Guidance Guarantee is made available and promoted to a broader cohort of customers
(e.g. all over 55s with unannuitised DC pots).
• the Guidance Guarantee is aggressively promoted ‘above the line’ to establish the brand.
• Tax rules on pension drawdown / encashment are overly complex and poorly understood
by customers.
• The ‘high’ response rate is the core underlying volume – i.e. the Guidance Guarantee is
mandatory and/or very tightly integrated into provider processes.
To help mitigate the impact of the peak, consideration should be given to:
• Piloting pre April 2015 – to better inform likely volumes, targeted at those most likely to hit
service immediately post April 2015.
• Short Term resourcing options e.g. seconding provider staff to utility.
• Staging (as per Auto enrolment) for 55+ in April 2015 by limiting availability or promotion
• Policy decision, and investment in the digital solution, such that some customers do not
require formal guidance from a human.
• HMT delivering a clear set of tax rules on pension drawdown which supports customer
understanding.
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