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Overcoming the pitfalls of the

drawdown review process

Is a new process needed for the
zero income drawdown client?

Steve Martell,

Director, Development,
Intermediary Sales
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* The reasons for going into drawdown and the customer
profiles

* The drawdown review process for the new breed of
drawdown client taking just their tax free cash

 Simplifying reviews for the new breed of drawdown client

« Drawdown reviews for your traditional clients and meeting
their needs as they age in drawdown.

* Poll questions and your chance to put your questions to our
experts

h justretirement
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Learning objectives

Understand the reasons why your client may go into drawdown

Evaluate the review process for lower net worth zero income
drawdown clients

Investigate how you can incorporate a lighter touch process for
the new breed of drawdown client

Understand how traditional drawdown reviews can be
undertaken and the issues to be addressed as clients age in
drawdown

h justretirement
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Reasons for going into drawdown

Traditional New breed of
client client

Zero
income -
takes
PCLS

Control of Flexibility Death Control of

capital of income Benefits capital

h justretirement
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New breed of drawdown client — a word of caution

£50k £50k £50k
Age 65 Age 65 Age 70
£2,891pa* £3,319pa** £3,314*

Source * Iress The Exchange single life, monthly in advance no guarantee, RH2 7RT post code

** Just Retirement single life, monthly in advance, no guarantee, client with type 2 diabetes and
high blood pressure taking 2 medications RH2 7RT post code

h justretirement
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Drawdown customer profiles

Traditional

New breed of
client

ZI1DD client

« Demonstrates capacity for loss « May not demonstrate capacity for loss
« A pool of other assets * A much smaller pool of other assets
« Some appetite for investment risk » Less appetite for investment risk
* Along term financial planning client  Not along term financial planning client
* Regular review meetings  Review meetings if required
h justretirement
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Intermediary poll 1

Which of the following applies to you?

Please click on all that apply.

Most of my drawdown clients are traditional clients who will die in drawdown
Most of my drawdown clients are traditional clients who will look to exit

| have some “new breed” drawdown clients

| have many “new breed” drawdown clients
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The drawdown review process for these customer profiles

Traditional New breed of

client ZI1DD client

h justretirement
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New breed of client — the drawdown review process

Post
review

Review
triggers

Review

h justretirement
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New breed of client — the drawdown review process

Review triggers

Income
needed-
PMIR?

TFCS run Fund value
out? decreased?

5 health Fact find up
guestions to date?

h justretirement
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5 health questions — identifying the correct benchmark income

Height to weight ratio g Sucp2

H you match your height wath your weight and the cel of the Find your height Find your wesght
table B armbe, you mary qualfy for an enkanced anruity.

. gt s
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Completing this questionnaire is an important part of the drawdown process. b

I yoru zrswer yes Ao any of these guestions i may mezn that you gualiy for 2n enhanced annuity rabe - and that could Bt THEm
meean a higher rate of income that & guarameed for [Be. ts important in helping your finencal intermediany to establsh Tt 3w
your relsvant aitical yield calculation.

Aire you cumently 2 requiar daily smioker, or have you been in the ket five years?

dire you cumently taking daily presoibed medication far a disgnosed medical condition?

Hawe you ever eceved hospital treatment for a disgrosed medical condition?

Does your height io weight matia put you in the amber rone, wsing the table on page 27
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Do you seguibry diink almohal on 2 weeskdy basi?
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¥
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Gon Hcm HWEom Tlon PSom 1Hkm H3on M8on IThm Ddkm 1Tkm W0om Wk Blon 1%&m  15&km
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http://www.justadviser.com/Documents/1031655%20Drawdown%20Question%?20set.pdf
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New breed of client — the drawdown review process

The review

Personal Investment
clrcumstances requirements

Discussion
and actions

h justretirement

13 For financial intermediary use only. Not approved for use with customers



New breed of client — the drawdown review process

Personal
clrcumstances

Switch
on
income

Health
and
longevity

Attitude Capacity
to risk for loss

h justretirement
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New breed of client — the drawdown review process

Investment
requirements

Sustainable
income
strategy

Economic Critical
conditions yield

¥
d
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Portfolio
review

h justretirement



New breed of client — the drawdown review process

Discussion
and action
points

Investing
for
growth

Product
changes

Investing
for
income

Document
actions

h justretirement
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New breed of client — the drawdown review process

Post review
process

What _
triggers No client

a contact
review?

h justretirement
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It's complicated! How can you simplify things?

Income Triage

h justretirement
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Retirement Income triage — 7 key questions

1. Would you now like to take an income from your
drawdown plan?

6. Are you happy to keep your money invested in a
drawdown plan, and continue with the exposure to
iInvestment markets?

7. Would you like to make any changes to your
investments?
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Retirement Income triage — 7 key questions

1. Would you now like to take an income from your
drawdown plan?

2. To what extent would you like this to be guaranteed
for the rest of your life?

3. Are you suffering from any health or lifestyle
conditions? (You can use the Drawdown guestion
set sales aid here)

h justretirement
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5 health questions — identifying the correct benchmark income

Height to weight ratio g Sucp2

H you match your height wath your weight and the cel of the Find your height Find your wesght
table B armbe, you mary qualfy for an enkanced anruity.
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Completing this questionnaire is an important part of the drawdown process. b

I yoru zrswer yes Ao any of these guestions i may mezn that you gualiy for 2n enhanced annuity rabe - and that could Bt THEm
meean a higher rate of income that & guarameed for [Be. ts important in helping your finencal intermediany to establsh Tt 3w
your relsvant aitical yield calculation.

Aire you cumently 2 requiar daily smioker, or have you been in the ket five years?

dire you cumently taking daily presoibed medication far a disgnosed medical condition?

Hawe you ever eceved hospital treatment for a disgrosed medical condition?

Does your height io weight matia put you in the amber rone, wsing the table on page 27
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http://www.justadviser.com/Documents/1031655%20Drawdown%20Question%?20set.pdf
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Retirement Income triage — 7 key questions

1. Would you now like to take an income from your
drawdown plan?

2. To what extent would you like this to be guaranteed
for the rest of your life?

3. Are you suffering from any health or lifestyle
conditions (You can use the Drawdown question
set sales aid here)

4. What is your personal minimum income
requirement to meet your essential expenditure?

h justretirement
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Determining the personal minimum income requirement

Your retirement budget simulation

SHOW AT AGE:

Adjust Health Level: B~ B () : | BACK TO RESULTS GRAPH
Outgoings in your retirement:

SHOW AT AGE:
< show Anmeal @ Show Monthly

Enter or edit your cutgoings in retirement. Ay further oost increases. oo decreswes ane showmn i the graph.

Retirement Income Sources

= Share Al @ Sl Mothiy
Bty on el youn incoms swueor in eelisemen Gooudiseg pactoen 7 i egquned)

http://www.justadviser.com/Tools/Calculators/Retirement-Budget-Planner/

h justretirement
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Retirement Income triage — 7 key questions

1. Would you now like to take an income from your
drawdown plan?

2. To what extent would you like this to be guaranteed
for the rest of your life?

3. Are you suffering from any health or lifestyle
conditions (You can use the Drawdown question
set sales aid here)

4. What is your personal minimum income
requirement to meet your essential expenditure?

5. Are you worried about outliving your retirement
savings?

h justretirement

24 For financial intermediary use only. Not approved for use with customers



Longevity Tool

What's your gender?

How young are you?

How healthy are you?

@ Male O Female

S0 55 60 65 70 75 80 B85

-m

Good Health Average Health Poor Health

*

http://www.justadviser.com/Tools/Calculators/Longevity-tool/

Your indicative results

Thereisa3in4
chance you will
live to the age of

Thereisa1in 2
chance you will
live to the age of

Thereisalin4
chance you will
VR GRGER-Ts[Rel

25 For financial intermediary use only. Not approved for use with customers

h justretirement



Retirement Income triage — 7 key questions

1. Would you now like to take an income from your
drawdown plan?

2. To what extent would you like this to be guaranteed
for the rest of your life?

3. Are you suffering from any health or lifestyle
conditions (You can use the Drawdown question
set sales aid here)

4. What is your personal minimum income
requirement to meet your essential expenditure?

5. Are you worried about outliving your retirement
savings?

6. Are you happy to keep your money invested in a
drawdown plan, and continue with the exposure to
Investment markets?

h justretirement
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Drawdown risk calculator

h justretirement

Drawdown risk calculator

This calculator is for illustrative purposes only and we strongly recommend you seek financial advice.

Gender Retirement age ® Current health

Good
l ® Male 10 Female 65 ~ E}

Drawdown pension fund @ Guaranteed annual @ Drawdown annual income (D
income (Annuity)

£100,000.00 E5 61000 | £5,610.00

Increasing or decreasing this amount will Impact your risk of
running cut of monay

http://www.justadviser.com/Tools/Calculators/Drawdown-Risk-Calculator/

h justretirement
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Drawdown risk calculator

Risk of running out of money during your retirement

Guaranteed Income for Life (Annuity) Risk Factor

100%

80%

60%

40%

20%

'With an annuity thers isa 0 % rick of
runining cut of money whilst you are still alive O{}‘{
0

- £5,610.00 per year ‘

The Guaranteed annual income has been calculated
using the data input to calculate an indicative annuity
rate on a level basis, assuming a 5 year guarantee paid
monthly in arrears. Annuities are the only products that
can give you a guaranteed income for life.

PDE/PRINT

http://www.justadviser.com/Tools/Calculators/Drawdown-Risk-Calculator/

Drawdown income

With drawdown and the level of inome you

.-29%.
hawe chosen there s 2 0 rissc of

running out of money whilst you are still alive

£5,610.00 per year

Using drawdown to generate a regular income from
your pension savings gives you a risk of running out of
maoney in retirement. This is based on assumptions
regarding how long you will live and the return you will
receive on your investments Ploase remember the value
of investments can go Zown as well as up.

EDIT ASSUMPTIONS

28 For financial intermediary use only. Not approved for use with customers
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Retirement Income triage — 7 key questions

1. Would you now like to take an income from your
drawdown plan?

2. To what extent would you like this to be guaranteed
for the rest of your life?

3. Are you suffering from any health or lifestyle
conditions (You can use the Drawdown question
set sales aid here)

4. What is your personal minimum income
requirement to meet your essential expenditure?

5. Are you worried about outliving your retirement
savings?

6. Are you happy to keep your money invested in a
drawdown plan, and continue with the exposure to
Investment markets?

7. Would you like to make any changes to your
Investments?

h justretirement
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Intermediary poll 2

What's your view of our retirement income triage questions for the new
breed of drawdown investor ?

Please click on just one option.

It may be helpful

| think I'll use it for all of my new breed of drawdown customers
| will do a full review for this type of client so it’s of limited use
| don’t have clients of this type
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Drawdown reviews for the traditional client

Traditional
client

Demonstrates capacity for loss

A pool of other assets

Some appetite for investment risk

A long term financial planning client
Regular review meetings

h justretirement
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FCA rules for drawdown reviews

Outcomes =

Regulatory
COBS 9.3.3 personal updates 55 and
67

recommendations

h justretirement
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Best practice for Drawdown reviews — COBS 9.3.3

* “When a firm is making a personal recommendation to a retail client
about income withdrawals or purchase of short-term annuities, it should
consider all the relevant circumstances including:

* (1) the client's investment objectives, need for tax-free cash and state of
health;

* (2) current and future income requirements, existing pension assets and
the relative importance of the plan, given the client's financial
circumstances;

* (3) the client's attitude to risk, ensuring that any discrepancy is clearly
explained between his attitude to an income withdrawal or purchase of a
short-term annuity and other investments.

COBS 9.3.3

For financial intermediary use only. Not approved for use with customers
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Review process for traditional drawdown clients

Pre-review

Factfind update
Review Pack /
Platform report
(Investment overview)

5 Health Questions

PMIR

Personal
Changes in:
circumstance/objectives
Capacity for loss
Attitude to Risk
Health

Review

Tools
Critical Yield
Longevity
Income & Expenditure
Drawdown risk

Tax

Investment
Income

Lump Sums

Portfolio review
Critical Yield

Tax

Discuss options

Changes to investment
strategy/portfolio

Changes to product
requirement

Reconfirm objectives

Reconfirm
charges/remuneration

Report/Summary of
actions

uditing

Post-review

N

Future Reviews
Set review date

Change in:
Investment
Markets
Regulation
Health
Circumstance

Future state benefits

LTC

N

S ——
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Ageing clients in Drawdown

35
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Drawdown becomes progressively less suitable over time

10%

9%

8%

7%

6%

5%

4%

3%

2%

1%

0% -

60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90

Annual Mortality Subsidy based on age of buying GIfL provided by a pension annuity

h justretirement
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A rising critical yield — client aged 65

Please enter your assumptions below:

Type A Critical Yield

Current Age

Assumed Age of Annuitisation
Fund Value

Client's chosen income pa
Initial Adviser charge

AMC

Ongoing Adwvser charge
Enhancement

Type of drawdown arrangement

65

85

£100,000

£6,000.00

Quoted Income: £6,000.31
Critical Yield: 5.82%

0.00%

0.75%

0.50%

Moderate

A Type A critical yield is the annual investment return required to
maintain a drawdown income equal to the annuity income you
could buy today and leave enough money at the end of the plan
to buy an annuity of the same amount.

Flexi

Guaranteed income for life (GIFL) rates ,provided by a pension Annuity are based on Just Retirement rates payable
monthly in arrears, single life, level, no guarantee period or value protection and based on a RH2 7RT postcode. The
GIFL rates are based on a £100,000 purchase price net of PCLS and adviser charge pro-rata based on the fund value
entered. Moderate: Based on an individual who has Type 2 Diabetes which was diagnosed one year ago, currently
prescribed one daily medication and has provided a diabetic control reading.

37 For financial intermediary use only. Not for use with customers.
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Accessing the enhanced critical yield calculator

http://www.justadviser.com/Tools/Calculators/

IO TOT IO

Calculator b
Early repayment charge ebinars
calculator Pension Taxation Calculator Quick Income Builder
Indicative Lifetime ; i QOur Quick Income Builder tool enables i
Calculate how much income tax is - 5 Unigue
Mortgage Tool payable by your client if they take their your client to see all their sources of insights into the
pension fund as cash. retirement income in one place. retirernent market

Longevity Calculator

Pension Taxation
Calculator

Retirement Budget

Planner Drawdown Risk Calculator Escalation and Deferral Calculator
Drawdown Risk Calculate your client's risk of running out Explore the effect of choosing a level
Calculator of money if they opt for a flexible income versus an escalating annuity income
through drawdown. and delaying retirement for one year. It's
Quick Income Builder recommended you obtain some
indic ative quotations before using this
Your Feedback calculator.

Annuity Deferral Caleulator Enhanced Critical Yield Calculator

Qur enhanced critical yield calculator
can help show sample critical yields for
the specific scenarios that you select.

Explore the effect of delaying retirement
for one year. It is recommendad that you
obtain some indicative quotations before
using this calculator.

h justretirement
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A rising critical yield — client aged 73

Please enter your assumptions below:

Current Age

Assumed Age of Annuitisation
Fund Value

Client's chosen income pa
Initial Adviser charge

AMC

Ongoing Adwvser charge
Enhancement

Type of drawdown arrangement

73

85

£100,000

£6,000.00

Type A Critical Yield
Quoted Income: £7,529.13
Critical Yield: 6.76%

0.00%

0.75%

0.50%

A Type A critical yield is the annual investment return required to
maintain a drawdown income equal to the annuity income you
could buy today and leave enough money at the end of the plan
to buy an annuity of the same amount.

Moderate

Flexi

Guaranteed income for life (GIFL) rates ,provided by a pension Annuity are based on Just Retirement rates payable
monthly in arrears, single life, level, no guarantee period or value protection and based on a RH2 7RT postcode. The
GIFL rates are based on a £100,000 purchase price net of PCLS and adviser charge pro-rata based on the fund value
entered. Moderate: Based on an individual who has Type 2 Diabetes which was diagnosed one year ago, currently
prescribed one daily medication and has provided a diabetic control reading.

39 For financial intermediary use only. Not for use with customers.

h justretirement




A rising critical yield — client aged 75

Please enter your assumptions below:
Type A Critical Yield
Quoted Income: £8,033.86
Current Age - > Critical Yield: 7.06%
Assumed Age of Annuitisation 85
Fund Value £100,000
Client's chosen income pa £6,000.00
Initial Adviser charge 0.00% A Type A critical yield is the annual investment return required to
AMC 0.75% maintain a drawdown income equal to the annuity income you
. . - " could buy today and leave enough money at the end of the plan

Ongoing Advser charge 0.50% to buy an annuity of the same amount.
Enhancement Moderate
Type of drawdown arrangement Flexi

Guaranteed income for life (GIFL) rates ,provided by a pension Annuity are based on Just Retirement rates payable
monthly in arrears, single life, level, no guarantee period or value protection and based on a RH2 7RT postcode. The
GIFL rates are based on a £100,000 purchase price net of PCLS and adviser charge pro-rata based on the fund value
entered. Moderate: Based on an individual who has Type 2 Diabetes which was diagnosed one year ago, currently
prescribed one daily medication and has provided a diabetic control reading.

h justretirement
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5 health questions — identifying the correct benchmark income

Height to weight ratio g Sucp2

H you match your height wath your weight and the cel of the Find your height Find your wesght
table B armbe, you mary qualfy for an enkanced anruity.

. gt s

YLy &FF Ay (Irm FIT SN YLV T OYAY W& YN §F17 FF ST §E

Completing this questionnaire is an important part of the drawdown process. b

I yoru zrswer yes Ao any of these guestions i may mezn that you gualiy for 2n enhanced annuity rabe - and that could Bt THEm
meean a higher rate of income that & guarameed for [Be. ts important in helping your finencal intermediany to establsh Tt 3w
your relsvant aitical yield calculation.

Aire you cumently 2 requiar daily smioker, or have you been in the ket five years?

dire you cumently taking daily presoibed medication far a disgnosed medical condition?

Hawe you ever eceved hospital treatment for a disgrosed medical condition?

Does your height io weight matia put you in the amber rone, wsing the table on page 27

el ght [ s
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http://www.justadviser.com/Documents/1031655%20Drawdown%20Question%?20set.pdf
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Important considerations for all maturing drawdown clients

Planning
to pass on
capital

Key
considerations

Seeking
value
for a period

If and how
do | exit?

h justretirement
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Important information

It is our intention that the information contained within this presentation is accurate. We have taken
all reasonable steps to ensure that it is up-to-date and where relevant, reflects the current views of
our experts. However, we do not accept any liability for errors or omissions in the information
supplied and if you require clarification on anything, our recommendation is that you contact us at
the address below for verification, or call 0345 302 2287.

Our registered address:

Just Retirement Limited

Vale House, Roebuck Close, WWW.justadviser.com
Bancroft Road, Calculators, literature library,
Reigate,

Surrey RH2 7RU. marketing material

. Follow the updates on us on twitter
Regulatory information: @retirementwhizz
Just Retirement Limited (Registered in England Number 05017193). Registered Office: Vale

House, Roebuck Close, Bancroft Road, Reigate Surrey, RH2 7RU.

Just Retirement Limited is authorised by the Prudential Regulation Authority and regulated by the
Financial Conduct Authority and the Prudential Regulation Authority.

Calls may be monitored and recorded and call charges may apply.
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http://www.justadviser.com/

Your questions with:

Tony Clark
Product Marketing Manager
Just Retirement
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Steve Martell,

Director, Development,
Intermediary Sales
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