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| would like to thank the many clients and contacts who
contributed to this survey and trust you will find the results

interesting and informative.

The Budget changed the face of retirement income options
for members of defined contribution (DC) schemes, with
perhaps the most radical pension proposals of our lifetime.
It is clear that both employers and employees will need to
be prepared for these pension changes for what will bring
a whole new world of choice on how to generate income in
retirement.

Our results show employers believe a minority of scheme
members are making sufficient retirement savings but

it is encouraging to see that many employers consider
professional retirement planning as crucial for employees.
Findings also suggest that many employers currently don’t
have the functionality in-house to facilitate the new pension
rules and will need to look at alternative options to ensure
flexibility can be delivered to employees. We believe

that employers will also need to reconsider what support
they are going to provide their employees in the years
before retirement and not only at the point of retirement if
retirement income is to be maximised.

| very much welcome your feedback in relation to any of the
results or issues raised. Please do not hesitate to contact me
if you wish to discuss further.

Jonathan Watts-Lay
Director, WEALTH at work

ﬁ{ 0800 234 6880
2

@ info@wealthatwork.co.uk

@WEALTHatwork

Linked in Jonathan Watts-Lay

? www.wealthatwork.co.uk
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“pension
changes will

bring a whole

new world

of choice on
how to

generate

Income
in retirement.”



aims of the survey.

In the current economic climate and after the most seismic change to pensions legislation in a generation, more
employers now see professional retirement planning for their staff as fundamental to their business.

But what are their retirement income options? And, are employees aware of and understand the choices
available to them? The aim of this survey was to understand the approaches and opinions of a range of UK

companies in recognising the growing need to support employees at retirement.

Company type

Key Findings

o

o

Only 15% of employers believe their employees are
making sufficient retirement savings.

88% consider professional retirement planning including
financial education crucial for their employees.

40% of employers believe that their employees will not
know where to seek regulated financial advice from.

Only 23% of participants believe that their employees are
well equipped to understand what level of income they
will get from their company schemes at retirement.

58% of participants believe that their employees are
unaware of their retirement income options such as
annuities, income drawdown or a combination of both.

53% of participants believe that their employees aren't
aware of the advantages and disadvantages of each
retirement income option.

Key
1% SME (<500 employees)
m 50% Large (>500 employees)
11% FTSE 350
38% Anonymous

about the survey.

This research was conducted online
over 1 month, throughout October
2014. The survey targeted key HR,
Reward & Benefits and Pension
professionals. In total, the research
received 105 responses. 11% of

respondents were from the FTSE 350,
50% were from companies with 500
employees and more, 1% were from
SMEs and 38% of respondents chose
to remain anonymous.

Please note, figures have been rounded up and
down to ensure results total 100%.




part one: company pension scheme(s).

With various pension schemes in place, it is important for employees to understand what their pension scheme offers and
the importance of saving for retirement.

What type of pension scheme(s) do you currently have in place? 38% of companies asked operate a defined
contribution (DC) scheme, and 48% of participants
had both a defined benefit (DB) and DC scheme.
With multiple schemes in place, options and choices
are likely to be more complex for scheme members
to understand and manage.

Key
48% Both defined benefit (DB)
& defined contribution (DC) o
M 4% DB only o
38% DC only
3% Don't know o
7% Personal Pension Scheme
e.g. Self Invested Personal
Pension
Even though you will have provided information through valuations and statements, Despite all of the hype about the pension changes in
do you believe your employees understand what level of income to expect from their the 2014 Budget, 62% of participants believe that
company scheme(s) at retirement? their employees won’t understand what level of
income to expect from their company schemes at
retirement. Only 23% of participants believe that
their employees are well equipped to understand
what level of income they will get from their
company schemes at retirement.
Key
(o]
15% Don't know
M 62% No
23% Yes O




Do you believe your employees are making sufficient retirement savings through

their contributions?

Key

14% Don't know
M 71% No

15% Yes

Do you believe auto enrolment has helped your employees understand the

importance of saving for retirement?

Key

11% Don't know
M 37% No

52% Yes

71% of participants believe that their employees
aren’t saving enough for their retirement through
their scheme. This may be due to a lack of employee
understanding or knowledge about their allowances
and savings options or not having enough income to
make the monthly contributions required to get a
better retirement income.

52% of participants believe auto enrolment has

aided employees' understanding of the importance of
saving for retirement. This is an increase of 13% from
2013. Conversely, 37% didn’t think that auto
enrolment had helped their employees understand
the importance of this.



part two: retirement planning.

Employees may have a number of pension scheme(s) from various employers, personal pensions or other investments
such as company share scheme(s) or a Workplace ISA, which can be used towards funding an income in retirement. With
more choices open to employees, retirement planning including financial education is important to ensure all savings are
considered and retirement income is appropriate and tax efficient.

Do you consider professional retirement planning including financial
education for employees to be critical?

Key

3% Don't know
M 9% No

88% Yes

Do you believe your employees consider their total savings and
investments as part of their retirement planning?

Key

30% Don't know
M 30% No

40% Yes

In the current economic climate and with new pension freedoms
and choice available more employers see professional retirement
planning for their employees as a critical service.

88% of participants agree that retirement planning including
financial education is critical. This is an increase of 6% from 2013. It
is important that organisations recognise the growing need for
financial education about retirement matters and provide the
necessary help and support so that their employees are better
equipped to understand and consider all of the options available to
them. This is not only about how income can be generated from the
pensions they have, but also how other sources of income such as
shares, ISAs and property may contribute to retirement income.

Employees may have a number of pension schemes from various
employers and / or other investments, such as company share
schemes or a Workplace ISA which could be used towards funding an
income in retirement. 40% of participants believe their employees
consider their total wealth when planning for retirement, 30% believe
that their employees do not consider other sources of wealth and
30% not knowing either way. As more employees have a combination
of pension scheme types and other savings and investments to use
to support their retirement, they will need to have a better
understanding of how to take income from these investments to
maximise tax efficiency.



part three: new legislation.

The 2014 Budget changed the face of retirement options for members of DC schemes, with perhaps the most radical
pension proposals of our lifetime. New pension changes will come into force from April 2015 and remove many restrictions
on how pension benefits can be taken by those aged 55 and over. The changes included the introduction of the ‘Guidance
Guarantee’ which is to be made available to all who retire with a DC pension pot.

Are you aware that there may be a legal obligation for pension
providers or scheme trustees to signpost individuals to guidance
between four to six months before their intended retirement date?

Key
3% Don't know
M 18% No
4% Not applicable
75% Yes

Do you intend to have the resources and systems in place to
provide ‘pension flexibility’? For example if an employee chooses
to take an amount from their pension every year, do you have the
administrative procedures to cope with this demand?

Key
29% Don't know
M 22% No
4% Not applicable
45% Yes

The Guidance Guarantee will ‘signpost’ individuals to guidance, but
it will not offer regulated financial advice. Therefore, do you believe
your employees will know where to seek advice from?

Key
17% Don't know
M 40% No
4% Not applicable
39% Yes

75% of participants are aware that there may be a legal obligation
for pension providers or scheme trustees to provide the Guidance
Guarantee 4-6 months before their intended retirement date.
However 18% were not aware and as the changes are due to be
implemented in April 2015 this is something that should be
addressed without delay.

45% of participants believe that they have the resources and
systems in place to provide 'pension flexibility' whilst 51% either do
not, or don't know if they will have the resources and systems in
place.

57% of participants don’t know if their employees will know where to
seek advice from, or believe that their employees will not know how
to access regulated financial advice.



part four: retirement income options.

One of the biggest financial decisions most people will make in their lifetime is how they will take their income at
retirement. Many employees are unaware of their retirement income options such as annuities, income drawdown or

a combination of both or how the new pension choices will allow them to access their pension savings. Choosing the
right option is important, as some decisions are irreversible and a poor decision can result in a lower income throughout
retirement or a higher tax bill than is necessary.

Do you believe your employees are aware of the various income 58% of participants believe that their employees are unaware of their

options available to them at retirement? retirement income options such as annuities, income drawdown or a
combination of both. This is a huge concern as the increase in scope for
choice at retirement also brings with it more ways to make costly errors;
whether that is paying more, unexpected amounts of taxation or falling
prey to pension fraudsters.

Key
17% Don't know (v]
M 58% No
3% Not applicable
22% Yes
Are your employees aware that they no longer have to purchase 18% of participants believe that their employees aren't aware that they no
an annuity? longer have to purchase an annuity. This is a huge decrease of 67% from
2013 which highlights the interest generated around the new pension
freedoms and choices. However 44% of participants indicated that they
don't know if their employees are aware that they no longer have to
purchase an annuity. If employees are aware then they can understand the
advantages and disadvantages of all retirement income options and can
make a more informed decision about when and how to retire.
Key

44% Don't know
M 18% No ©
3% Not applicable

35% Yes
O
In your opinion, are your employees aware of the advantages 53% of participants believe that their employees aren't aware of the
and disadvantages of each retirement income option, in order advantages and disadvantages of each retirement income option. This
for them to make an informed decision? could mean that employees may be missing out on getting the right
retirement income and may lose thousands of pounds over the course of
their retirement either through not getting as much income as they should
have or paying more tax than they needed. Financial education, guidance
and advice are all tools available to employers and employees to ensure
the risk of making unsuitable and often irreversible choices are minimal.
Key

32% Don't know
M 53% No O
3% Not applicable

12% Yes




Will any of the following support be provided to your employees at
retirement?

Key
11% No support

M 21% Tailored financial
education

5% Tailored financial
education & regulated
advice

31% Tailored financial
education, regulated advice
& writted communication

32% Written communication
only

In addition to the above, will any of the following be advantageous to
help support your employees through their decision making process?

Key

19% Internet support
tools

M 5% Help desk support
61% Both
15% Other

Financial education and advice for employees on their
retirement income options should be a core provision for any
employer running a DC pension scheme. Even for those who
have a DB pension, it is important to understand not only
how much income the pension will generate but how this may
be supplemented by tax free cash and other savings. In fact,
freedom and choice in pensions affects all scheme holders
irrespective of type. Our results show that 43% of
respondents provide either no support or written
communications only, which we believe is not enough given
the complexity of choice that many will have to contend with.
The remaining participants provide a mixture of financial
education, financial education with regulated advice, and
financial education, regulated advice and written
communications which we consider to be the best level of
provision.

85% of respondents believe the provision of internet support,
help desk support, or a combination of both will be
advantageous in helping to support their employees during
their decision making process. This is great news as the
internet can help to support employees about aspects of their
retirement with easy access to resources at work, home or on
the go. Helpdesk support can allow employees to ask basic
questions about their retirement, and if both are provided
alongside financial education and advice, then employees
benefit from a fully integrated solution, which can help to
ensure that they understand what their retirement options are
and help them to understand how they could maximise their
income.



conclusion.

W

The pension changes will bring greater flexibility for savers to decide how to take income from pension savings. This is
fantastic news for those planning retirement, but without the right financial education, guidance and advice, employees
could be left incredibly vulnerable to making poor decisions.

It is clear that there are three fundamental questions which employees may have. Firstly, they may ask — what options
do | have and what are the advantages and disadvantages of each? Secondly, what is right for me given my personal
circumstances? And thirdly, how do | implement my chosen plan? These can be answered in turn by financial education,
supported by advice and guidance and then ensuring appropriate service provision is available to implement all options
whether that is an annuity, drawdown or simple cash withdrawal, or indeed a combination of options over time.

We are working with many companies to help ensure the three questions above can be answered in a meaningful way

for employees. Whilst many providers are raising doubts about the ability to deliver the new rules, it is not a view shared
by us as the new rules are a very simple extension to the services WEALTH at work has successfully provided to many
leading companies for many years. We are very excited about the new opportunities for both employers and employees and
welcome your feedback on this survey.



“making

provision
for our

financial

future is a

social

responsibility
that we must
all accept.”

Making provision for our financial future is a social
responsibility that we must all accept — it empowers us in
our retirement and allows us to make the choices that add
‘life to years’ as we add ‘years to life’. Changes in pension
legislation and the complexity of the pensions landscape
mean that making informed decisions has become ever more
difficult. Whilst employers must recognise the significance

of their role of supporting the financial planning needs of
employees each individual needs the advice and guidance
that allows these informed decision to be made.

Looking ahead to 2015, we can expect to see more
developments from government and providers that will once
again change the landscape of savings - in this context
professional advice ceases to be a luxury but a necessity as
we plan for a future in which uncertainty appears to be the
only certainty.

Phil Considine
Senior Lecturer
University of Lincoln

;‘ s UNIVERSITY OF
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#S LINCOLN

Phil Considine is a Senior Lecturer in the Faculty of
Business and Law and teaches Post Graduate and
executive development programmes. Phil works with

a range of private, public and third sector organisations

to design and deliver management development
programmes. He researches Corporate Social Responsibility
and has presented papers on the subject at a number of
international conferences.



Call us on 0800 234 6880. Email us at info@wealthatwork.co.uk or visit www.wealthatwork.co.uk

WEALTH at work and my wealth are trading names of Wealth at Work Limited which is authorised and regulated
by the Financial Conduct Authority and is a member of the WEALTH at work group of companies. Registered

in England and Wales No. 05225819. Registered Office: 5 Temple Square, Temple Street, Liverpool L2 5RH.
Telephone calls may be recorded and monitored for operational and training purposes.
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