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DC Provider Benchmark Group Introduction

There is a significant lack of measures and numbers in the UK DC market.

We have been asked by major pension providers to consider ways in which we could
use our independent and informed position to help generate some of the missing
data.

Our response is The DC Provider Group, an initiative for Sharing and benchmarking
key data on an exclusive and confidential basis among the members of the group.

Instead of trying to describe the hypothetical benefits of this offering to
you, we invite you to test it out at no charge during March-April.

Once you have done this and seen the proof of its potential in May, we will hope that
you join in when the Group is rolled out in earnest in June-July.
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DC Provider Benchmark Group Project Plan

Sharing and benchmarking key data There is a significant lack of measures and
numbers in the UK DC market. We have been asked by major pension providers to
consider ways in which we could use our independent and informed position to help
generate some of the missing data. Members of the group will benefit by gaining
access to unique market measures and trends, which will in turn help them monitor
their efficiency and effectiveness and will reveal changes in their market position.
These exclusive and confidential measures will be available only to group members.
The UK DC market will grow very fast in coming years. The main DC providers currently have access
to a variety of measures to help them in vital business investment decisions, and to help them

monitor their relative progress. But there remain many other important and fundamental questions
unanswered. Some examples include:

e How much is the DC market shifting from Trust-based to Contract-based schemes?

e Is growth coming most from new scheme wins or from incremental flows from existing ones?
e What assets are there in DC, and in what type of scheme do they sit?

e How much growth is coming from large schemes as opposed to small ones?

e What proportion of assets is in passive funds, and how does this vary by size of scheme?

e As schemes change their suppliers, who are they tending to move from and to?

e What resources are required to maintain an efficient bundled DC platform?

e  Which firms are the most prominent suppliers of third party funds to DC schemes?

Spence Johnson is a knowledgeable and independent observer of the DC market. We know how
important this information is, and we know how to create it without compromising confidentiality.

We now propose to bring together a group of providers to generate this missing data. We will create
this group in three stages.

1 The Test March-April 2010

We will run this Test at no charge. We now invite Providers to supply a small amount of
data to test the concept, set out on page 5 of this document. This Test will aim to show
that valuable data can be created without a significant time burden imposed on those
who participate. It will also aim to establish Spence Johnson’s credentials for running and
responsibly guarding the interests and confidentiality of those who share information.

2 The Proof May 2010

Suppliers of data to the Test will be given a free ‘Test’ Report which will aim to provide proof
that a Benchmarking initiative can deliver significant value. This ‘Test” Report will be provided
only to those who supply data.

3’ The Roll-out June-July 2010

Once its benefits are proven with a small data sample, Providers will be invited to consider
joining the group for a full Benchmarking project. Those joining this group in June and
supplying a fuller set of data will benefit from deeper insight into the workings of the market
in Benchmark reports available in July. Full findings in the Roll-out project will only available
to those that supply full data sets. This initiative will subsequently evolve according to the
needs of the group members over time.
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DC Provider Benchmark Group The Test

We now invite Providers to supply a small amount of data to test the
concept. This Test will aim to show that valuable insights can be created without
the need for painful data mining by those who participate. It will also aim to
establish Spence Johnson’s credentials for running and responsibly guarding the
interests and confidentiality of those who join.

The findings from this Test phase of the project will only be made available to those who supply data.

All findings will be expressed in aggregated form, so no individual company data will be made public
in any way.

The Test will be built around 10 simple questions, shown on the following page. Each question aims
to capture an impression of the variety of schemes in each Provider client base. Our aim is to request
readily available or estimatable data. We have chosen to see all answers expressed in terms of
numbers of schemes, which we hope makes it easier to respond to quickly.

Please estimate where necessary and where you feel reasonably sure of the direction of the answer.
Your estimates in these circumstances are likely to be useful indicators of the truth which will add
value to the overall picture, and are much better than no data at all.

We understand that some of our 10 questions may be less readily answerable than others. So to
make it easier still, we request that each participant answers at least 7 out of the 10 questions.

We request this data at the latest by April 16th.

These questions are shown on the following sheet for faxing back to us, but it is also available in
Excel format by request (contact: magnus@spencejohnson.com ) for those preferring to provide
numbers in this way.
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DC Provider Benchmark Group Test Data Sheet

Thank you for participating in the Test phase of this project, for which there is no charge. In return for completing
this sheet, we will provide you with a free ‘Test’ Report during May 2010. Once completed please email this page
to Magnus Spence at magnus@spencejohnson.com or fax to 0203 292 9381. These questions are also available in
Excel format by request for those preferring to provide numbers in this way.

Please affix a business card here: Or please fill in the following details:
Name, company, postal address, email, personal phone.

Schemes How many Corporate DC schemes* do you have as clients?

|

All of the following questions request answers which are breakdowns of

the number of Schemes in the red box above, as follows: Please
estimate
: This, plus ..... : this, and ..... this :: this where
necessary,
and tick
below if
1. Service What service do you offer each scheme? you do
2. Scheme members How many members does each scheme have?
3. Scheme assets What total assets does each scheme have?
4. Client loyalty How long have they been your clients?
5. Client type What structure are they?
: Hybrid : Trust-based :Contract based

6. Default funds What is the proportion of members in default funds at each scheme?

> 80% 60 - 80% < 60%

I
|
|

7. Annual What is the average annual contribution per member at each scheme?

contribution > £6,000 £4,000 - £6,000 < £4,000

I
|

8. Intermediaries What intermediaries do you work through for each scheme?

Top 4 EBCs IFAs/smaller EBCs No intermediary

I
I

9. Passive funds How much passive investment is used by each scheme?

> 66% AuM 33% - 66% AuM < 33% AuM

I
I

10. Open architecture How much are your in-house funds used (ie compared to third party funds)

> 66% AuM 33% - 66% AuM < 33% AuM

S S EE SRR EE RS R

I
I
R

* What is your definition of a Corporate DC scheme to distinguish it from a Personal Pension
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DC Provider Benchmark Group The Roll-out

Once its benefits are proven with a small data sample, Providers will be invited

to consider joining the group for a full Benchmarking project. Those joining this
group in May/June and supplying a fuller set of data will benefit from deeper
insight into the workings of the market in Benchmark reports available in July.
Full findings in the Roll-out project will only available to those that supply full data
sets. This initiative will subsequently evolve according to the needs of the group
members over time.

Measures

Growth

Scheme types

Scheme members

Market size

Market shares

Asset mix

Open architecture

Pricing
Resources
Services

Distribution

Rationale

Method

Deliverable

Group

Confidentiality

Regularity

Next steps

Costs

Examples of measurements that could be collected:

Where growth is happening (new and existing schemes, large and small schemes); speed of growth
The number, size and type of schemes (large vs small, trust based vs contract based)

How active vs deferred split, take-up rates and contribution levels vary by type of scheme
Measured in both flows (AP and SP) and assets, number of existing and new schemes,

By type of provider, share by type of scheme, changes in share over time.

Product demand trends (active/passive, target date/other, default fund/other)

Use of proprietary vs third party funds, numbers and identities of DCIO suppliers

Average pricing, pricing structures, pricing over time, price by type of scheme

Number of sales and other personnel, costs of distribution, costs of running platforms and Comms.
Role and importance of comms/education, administration challenge (eg fund switching)

The relative importance of different types of consultants, the role of direct selling

None of these measures currently exist. Without them providers lack an important
management tool.

Collect data from group members with a simple form, probably less than 20 questions. Liaise
closely with members before and during data capture to ensure common understanding of
data headings. Face to face interviews with members to discuss issues and trends around the
data, to add depth to analysis.

Each participant would receive a tailored analysis of own firm data compared to the rest of
the sample in aggregated, anonymised form (ie not revealing confidential data from other
members). A Forum will be held to which all group members will be invited to share views
and to plan improvements for next iteration.

The group will be open to firms providing a full service (bundled) DC pension offering in the
UK. The minimum number of firms to enable the group to operate is five. Eventually, the
group will aim to have ten members.

All findings will be expressed in aggregated form, so no individual company data will be made
public in any way. Spence Johnson will maintain strict data confidentiality of individual
company data, and will sign confidentiality agreements as desired. Data storage will be on
one computer only.

Intention is to repeat the project on a regular basis, depending on need. Likely to be annually
at the outset.

Potential members are being approached during March/April 2010 for their views on what
data they would like to be included in the project. Once this is complete, an invitation to
participate will be sent out, with the aim of completing the first data collection and delivery of
findings by October 2010.

To be announced.
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