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Intelligent Pensions was established in 1998 to provide a specialist   

pension advisory service for professional advisers and clients  

throughout the UK.  

We have a number of highly qualified retirement analysts across the UK 
 

who, in conjunction with our Head Office team, are able to provide an 

effective and professional service to our clients and adviser partners. 

We have established ourselves as the 

UK’s leading service provider in this 

growing market with over 1,500 active 

clients and £350m pension assets 

under management (as at January 2015).
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Steve Patterson

As people with responsibility for employee wellbeing you will no doubt be aware of 
the sweeping policy changes that have affected workplace pensions. Firstly, we 
had auto-enrolment, which was closely followed by Chancellor George Osborne’s 
revolutionary March 2014 Budget announcing new retirement options (‘Freedom 
and Choice in Pensions’). 

I welcome the new freedoms being introduced on retirement options and these 
should help remove some of the cynicism that has grown around pensions in the 
minds of the general public, especially over the past decade. Nevertheless, 
freedom doesn’t come without risks and employees will need additional support 
to understand and manage these risks, so that they can achieve the best possible 
retirement based on their accumulated benefits.

According to a survey by Towers Watson, UK businesses are predicting that on 
average just 40% of employees will buy an annuity at retirement. Some will elect 
to take their money out of the pension in full, but a significant proportion will want 
to take advantage of the new ‘flexi-access’ drawdown. This will have a significant 
bearing on the investment strategy they should adopt in the years leading up to 
retirement. 

Keeping employees on the right investment pathway was a relatively simple 
process when most of them bought an annuity at retirement, as ‘default’ funds 
were invariably geared to the traditional ‘cash + annuity’ option. But with the new 
choices and flexibility available, the range of different retirement options and 
supporting pathways has suddenly become significantly more varied and 
complex. Everyone’s retirement will now be different and to help your employees 
maximise their retirement benefits, a more personalised approach is needed.

At Intelligent Pensions, communicating and managing the risks associated with 
retirement is exactly what we do and importantly, in the context of the current 
changes, we do this at an individual level. Hence the launch of Pathways, our new 
Defined Contribution (DC) decumulation service which helps employees 
understand their pension options and make the right decisions for them at the 
right time. Furthermore, the service aims to help employers and pension trustees 
meet their obligations, and deliver these in line with the new requirements.

Pensions and retirement planning have changed beyond recognition. We can help 
ensure your employees are best placed to take on the challenges that lie ahead 
and achieve the best retirement possible.

Thank you for taking the time to learn about our company. Hopefully the 
information you read in this brochure will encourage you to consider using our 
services - helping your DC pension employees achieve the optimum retirement 
outcome for their own particular needs.

 A message from our founder and managing director

Steve Patterson 
Managing Director
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The spotlight is now shifting to ‘pension decumulation’

There has been a natural and necessary tendency to focus primarily on the 
‘accumulation’ aspect of pension savings to encourage people to save more for 
their retirement, which continues to be vitally important. However, the 
‘decumulation’ process has now been thrown into the spotlight as a result of the 
2014 Budget. The decisions an individual makes at retirement are crucial and, 
unlike the decisions people make while they are still saving, in some cases will be 
irreversible. 

It is a fact that we are living longer and, with historically low interest rates, the 
income available from annuities has fallen dramatically over the past decade. 
Deferring the switch to an annuity until later in retirement will therefore be more 
sensible for many members as annuity rates are higher at older ages. 

Furthermore, in their earlier retirement years most people will have changing 
pension income requirements, for example if they are working part-time for a few 
years, or need extra income until their state pension starts. Many members will 
therefore want a flexible retirement income at this stage which is not possible 
through conventional annuities.

‘Pension decumulation’ is the name generally given to the process of converting 
pension savings into retirement income. The key question is, ‘when should the 
decumulation decision process begin?’

Accumulation Phase Transition Planning

Within 5 years of retirementPre-retirememt planning

• Pension funding 

THE DECUMULATION PROCESS

• Managing pension funds 
to maximise growth.

•

Identify optimal 'retirement income' 
option

Align investments to relevant 
income option.

•
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The investment strategy in the years approaching retirement should be heavily 
influenced by the shape and form of benefits that are expected to be taken. The 
key challenge for trustees and employers is getting their members to engage with 
their retirement objectives at an early stage so they can make the right investment 
adjustments in a timely manner.

Our experience indicates that people only start to engage seriously with their 
financial needs and objectives within the final 5 years before retirement. It’s at this 
stage that both mentally and emotionally their focus starts to turn to factors such 
as the lifestyle and budget they consider necessary or appropriate and the 
affordability of retiring at their desired age based on their current pension provision. 

Ideally, the decision, at least in principle, about which decumulation option is 
appropriate should be made at an early point in this period so that due 
consideration can be given to their investment choices over the final few years. The 
relevant investment mix will vary significantly depending on which decumulation 
option is most suitable and the expected timing and profile of benefits. The 
traditional shift towards cash and gilts won’t be suitable - and indeed would be 
counter productive - for members not intending to secure their pension at 
retirement through an annuity.

We refer to this initial phase of decumulation as transition planning.

Transition planning

Post-retirement planningAt retirement

Implementation Stage Ongoing Management (where appropriate)

•

•

•Full or phased retirement

Investment strategy aligned to objectives•

Transfer to annuity OR 
income drawdown plan.

Ultimately, developing a suitable exit strategy to 
secure income.

Managing ongoing income requirements and 
tax efficiency of strategy

Pay tax free cash as appropriate•

•
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Key stages of the decumulation process

The first step in this process will be for the member to be given the tools to help 
them assess which decumulation option will be most suitable to their needs, and 
then help them to decide whether their current investment strategy fits with their 
retirement goals to enable adjustments to be made where appropriate.

The vast majority of members are in their scheme’s ‘default fund’ with investment 
strategies which normally start to de-risk their pensions investments over the final 
5-10 years – and many ‘default investment strategies’ such as ‘lifestyle’ and 
‘target date’ funds do this automatically, with some investment ‘glide paths’ 
starting even earlier. However, these investment strategies are universally 
predicated on the assumption that the member will take their cash lump sum and 
buy a conventional annuity at retirement. 

Any member that would be better to defer ‘annuitisation’ until later in retirement 
and opt for pension drawdown in the meantime (or a fixed term annuity) should 
remain more heavily weighted in investment markets to reflect their extended 
investment horizon - in some cases even increasing their current risk exposure. 
The extent of the risk weighting will depend on the expected shape and timing of 
their benefits and their ‘personal risk profile’.

Ideally, any change in direction should be identified several years before pension 
age so that the level of participation in risk markets will not have dropped so low 
that the member will have lost out substantially in a generally rising market. 

However, the greatest challenge is helping members identify those factors that 
would indicate whether they should or should not be annuitising at the point of 
retirement - and therefore steering clear of their current investment ‘glide path’.

Both ‘lifestyle’ and ‘target date’ funds come with significant limitations in that they 
are not personalised which creates a potential mismatch of the investment mix to 
the member’s own particular needs. So it will rarely, if ever, be a simple matter of 
changing to a different fund. 

Irrespective of how a member invests their pension in this transition phase they will 
still be able to choose from all the retirement options and will still have access to 
the ‘guidance guarantee’ to help them. 

Unlike annuities, pension drawdown isn’t a one way street and if it’s appropriate 
to secure their pension within a few years after retiring (for example once their 
state pension starts) that option remains available. Equally, applying part of their 
retirement fund to a fixed term annuity (for example to provide a higher or lower 
income for a limited period) with the balance of the fund remaining invested would 
also be available. 

Without the right advice, it is all too easy for retirees to make a mistake when 
selecting their retirement income option - mistakes that can prove very costly and 
are often irreversible.
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No outstanding liabilities although he 
wants to take £6,000 out to pay for 
home improvements.

Has a final salary pension of approx. 
£10,000 p.a. after tax.

Mr Grey’s wife is still working and 
plans to do so until she is 65, by 
which time he will be 68. 

•

•

•

Decumulation – everybody’s retirement will be different

On the face of it Mr Blue 
and Mr Grey could be 
described as being in a 
very similar position with 
regard to their retirement.

However, with a little 
more information about 
their circumstances, it 
can be seen that Mr 
Blue and Mr Grey are in 
very different financial 
positions and will 
therefore need to 
consider different 
pre-retirement 
investment strategies to 
optimise their benefits to 
match their individual 
needs.
 

•

•

•
•

Common to both Mr Blue & Mr Grey

Aged 61.  
Planned retirement at 65.  

Have £120,000 in pension fund.  
Willing to carry on taking a degree of 

investment risk in retirement.
Don’t want to buy an annuity.

Have similar state pension entitlements. 

He needs all of his tax free cash 
to repay a mortgage and other 
debt.

Has no other pensions or 
investments.

Mr Blue is not married and has 
no financial dependents.

Mr Grey only needs to draw down around 
5% of his fund at retirement, as his wife’s 
net income on top of his final salary pension 
is adequate for his needs, but his income 
requirements will then increase when his 
wife stops work. His withdrawals are 
therefore much lower in the early years and 
less should be held in 'safe haven' assets. 

Mr Grey is also far less dependent on his 
drawdown pension than Mr Blue, so can 
afford to take more risk with the balance of 
his fund.

During the first year of retirement, Mr Blue 
will need to draw down around 40% of his 
fund to cover the initial tax free lump sum 
and pension income. 
 

As a consequence, significantly more of his 
fund should be allocated to ‘safe haven’ 
defensive assets in the run up to retirement. 
This is necessary in order to minimise the 
‘market timing’ risk in the first year of 
retirement.

This results in two very 
different investment 
strategies in the years 
approaching retirement.  

•

There is little doubt that members will need additional support and engagement 
beyond the existing communications and signposting that may already exist, 
particularly in the years preceding retirement.

The biggest challenge with aligning the pre retirement investment strategy to the 
decumulation strategy is the fact that every member’s retirement will be different. 
Whether it be different needs, objectives, personal circumstances or financial 
resources; no two people will experience the same retirement. This means there is 
no simple alternative investment strategy for members who want to use pension 
drawdown or apply part of their fund to secure a fixed term annuity. 

This is a particular challenge for trustees as they often only have basic member 
information and the pension value on which to base communication messages 
and support for their members. To really improve retirement outcomes for 
members who won’t be taking the traditional ‘cash + annuity’ option a more 
personalised approach is needed. This is where we can help. 



 At Intelligent Pensions we provide real solutions to members approaching 
retirement and a robust ongoing decumulation service thereafter. Our service 
works in collaboration with the existing DC scheme and would also complement 
any existing annuity bureau (Open Market Option) or pre retirement service and 
the proposed guidance guarantee service. 

Our service is offered to all employees once they are within 5 years of scheme 
pension age and primarily aims to help members adjust their scheme investment 
choice towards the most likely decumulation route - conventional ‘cash + annuity’ 
(or in some cases just cash) - or the alternative ‘income drawdown’ option. In 
addition, the service will help members assess their feasible income objectives, 
decide what additional contributions may be needed, and decide on their actual 
retirement age where appropriate.

The Intelligent Pensions Pathways service 

GREEN

AMBER

RED 

Invitation to use 
retirement planning 

tools

Completion of 
‘Annuity or Not ’ 

tool

Receives report, 
retirement model 
and makes 
investment choice

Default to 
'de-risking' 
investment 
strategy 

Online 
consultation 
with retirement 
specialist to 
construct 
retirement 
model

5 years from retirement

Online consultations typically take 30 to 40 minutes, 
with a follow up report within the hour.

The consultation has 2 key objectives:

1. To build a member specific computerised retirement 
 model. 
2. To guide the member on how to position their 
investment choice.

See page 8 for more information.

This tool helps 
members 
self-identify 
whether pension 
drawdown should 
be considered.

Tools can be accessed 
via the Intelligent 
Pensions website or 
made available via 
employers’ workplace 
portals subject to any IT 
integration build costs.

Tailored annuity 
report available 
plus relevant 
support material

6

Pathways:
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Our Pathways service is delivered by qualified retirement analysts via telephone 
and live internet link to build a retirement model (see page 8) and provide guidance 
on the level of investment risk appropriate. The online consultation will typically 
take around 30 to 40 minutes. Once this has been finalised a comprehensive 
report is e-mailed to the member.

The service is charged at £150 per member session which includes the follow up 
report. This approach is supported by both the FCA and TPR:

Talking to your employees about pensions: A guide for employers (FCA & TPR)

    Question: What could I be doing when employees approach their retirement dates?
  
 Consider providing access to an adviser. The cost of this advice (up to £150 an  
 employee each tax year) is not classed as a benefit-in-kind for employees, as long  
 as it relates only to pensions and is not general financial and tax advice.

To find out more, contact Andrew Pennie or Steve Patterson on 0141 226 1710.

Implementation
Guidance 
Guarantee

ImplementationGuidance 
Guarantee

Optional annual 
review service to  
update retirement 
model 

Post retirement 
planning

6 months from retirement1 to 4 years from retirement At retirement Post retirement

The optional review 
service is 
recommended and 
could be employer 
or employee 
funded.

At the point of retirement (or when benefits 
commence) we offer a full ongoing 
management service through our low cost 
SIPP facility but members are free to select 
any alternative (e.g. their own IFA) if they 
prefer.



HIGHER DRAWDOWN NEEDED FOR INITIAL FEW YEARS?

AGE

IN
C

O
M

E

HOW SUSTAINABLE IS DRAWDOWN?

FEASIBILITY OF OBJECTIVES USING AGE 75 ANNUITY 
AS A BENCHMARK - ARE ADDITIONAL CONTRIBUTIONS
NEEDED?

ADDITIONAL 
LUMP SUMS?

Target Income

In this case pension drawdown was 
confirmed as the most suitable 
option – therefore requiring an 
investment adjustment.

As a significant level of withdrawals 
and cash are anticipated in the first 
few years the recommended 
strategy was to carry 40% in lower 
risk assets and the balance in 
equities. 

In other cases as much as 90% 
equity exposure may be 
recommended depending on the 
expected benefit profile and the 
member’s personal risk profile.

OUTCOME

Earnings Pension Drawdown Spouse’s Final Salary Scheme Member’s State Pension Spouse’s State Pension Annuity KEY:

Projected Net Income At Present Day Values
EXAMPLE RETIREMENT MODEL

HOW MUCH TAX FREE CASH IS NEEDED AT OUTSET?

AT WHAT 
AGE CAN I 

REALISTICALLY 
RETIRE?

 

 

 

 

 

 

 

 

8

•
•

We specialise in building and managing bespoke pension drawdown strategies for 
our private clients and members of DC pension schemes. We understand the 
complexities of the retirement planning market and, through our innovative 
technology, we are able to cut through these complexities and present real 
solutions in a uniquely dynamic and easy to understand manner. 

Our highly acclaimed INTELPEN retirement modelling system enables scheme 
members to work with a dedicated retirement analyst to plan their retirement and 
make investment decisions. 

We analyse the member’s objectives, based on a realistic investment growth, 
adjusted for inflation, taking into account other income sources to produce a 
computerised model of their retirement. This enables members to visualise their 
retirement options from a variety of perspectives and, by trying different ‘what if’ 
scenarios, instantly see the effects. 

Apart from helping members decide the age at which they can afford to retire the 
analysis also shows whether pension drawdown is feasible over the longer term 
based on best estimates of their future income needs in current terms

Our retirement modelling technology 



Case Study:  FTSE 250 Company

Outcomes:

           of invited staff used the online tools on the company website:

 Of those,           received either a RED or AMBER ‘annuity or not’ outcome and were recommended to  
 take an online consultation. (The 80% who received a GREEN outcome were guided to remain in the existing de-risking  
 default investment strategy.)

  
  Of those,           took advantage of the Pathways online consultation.

   Of those,           were suitable to consider pension drawdown and adjust their fund   
   choice.  The other         were not considered suitable for pension drawdown and   
   were advised to remain in the default strategy to support an annuity purchase.

Existing DC scheme:

· 1,750 employees.
· Closed DB scheme in 2004 and has since operated a DC scheme which is fully compliant with
Auto-enrolment and the DC code.
· Currently 65% of members use the scheme provided OMO annuity bureau service and 20% use the
DC pension provider’s own annuity.

The default investment strategy aims to de-risk members’ pension investments (‘lifestyling’) over the 7
years to normal retirement age (65) – 90% of members participate in the default investment strategy.
 

Concerns 
post-Budget:

· Is the default investment 
strategy fit for purpose?

· How many members within 5 
years of retirement are using the 
default de-risking strategy but will 
now be looking to defer annuity 
purchase at retirement?

· How to help members make 
more effective decisions in 
pre-retirement to take advantage 
of the new choices and flexibility.

Actions taken:

The trustees of the scheme and employer worked with 
Intelligent Pensions and their pension investment adviser to 
tackle the concerns and the following actions were taken:

1. The Intelligent Pensions Pathways service was adopted and 
the retirement tools were added to the company website.

2. DC members already within 5 years of retirement were 
invited to use the online tools and Pathways service.

3. For all other members, it was agreed they would be invited 
to use the tools and services when 5 years from retirement.

4. The investment manager added a range of passive funds 
covering all the major asset classes to provide more choice and 
better reflect the new pension options.

5. The new investment options, online tools and Pathways 
process were included in all relevant member communications.

 92%

72%    

78%

20%

 8%

Overall, employee feedback has been very positive and the trustee and employer are able to demonstrate 
they are meeting the regulatory requirements and adopting best practice to help optimise their members’ 
retirement outcomes.



Intelligent Pensions is authorised and regulated by The Financial Conduct Authority (FCA)

Cadell House 

27 Waterloo Street 

Glasgow G2 6BZ

Tel  0141 226 1710

enquiries@intelligentpensions.com

www.intelligentpensions.com

’’

‘‘

The financial modelling Intelligent Pensions use is easy for the layman to 
understand and truly helps in planning current and projected income. I heartily 
recommend Intelligent Pensions to anyone contemplating this form of managed 
pension (and often do).
 
Mr B, Gloucester 

Intelligent Pensions are clearly experts in their field and have managed my 
retirement fund extremely well throughout the last few turbulent years, which 
gives me peace of mind going forward. Their computer modelling system brings 
great clarity to my retirement income and helps me make informed decisions 
concerning my other income streams and investments.

Mr M, Surrey

‘‘

’’

Michelle Cracknell CEO The Pensions Advisory Service

The new pension decumulation rules provide more flexibility and choice for 
retirees. The guidance guarantee aims to help retirees understand their 
retirement options and decide on the most appropriate next steps. It is 
important to remember that pension members will also need support and 
guidance in the years running up to retirement to select the correct investment 
strategy and ensure they are best positioned to take advantage of the new 
rules. We hope that Scheme Trustees continue to provide the information and 
education programmes that they offer to members in areas such as 
investments and retirement choices - with access to advice where 
appropriate.

Client Testimonials

‘‘

’’


