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22 September 2014 

 
Maggie Craig 
Policy, Risk and Research Division 
Financial Conduct Authority 
25 The North Colonnade 
Canary Wharf 
London E14 5HS 

By email to: cp14-11@fca.org.uk 

 

Dear Maggie, 

 

CP14/11 - Retirement Reforms and the Guidance Guarantee  

The Depositary and Trustee Association (“DATA”) represents all depositaries and trustees of 
UK based authorised funds.  At the end of October 2013, the members of DATA were 
responsible for safeguarding £765 billion of fund assets.   

Please find attached DATA’s response to Chapter 3 of the above consultation.  

Although not strictly part of this consultation, we would reiterate our view that fee block A-9 
is not the appropriate fee block for our membership. The depositary services our members 
provide are different in nature to the managers of investment funds and operators of 
collective investment schemes or pension schemes. As service providers, our members do 
not initiate, operate, market or otherwise promote the funds for which they act as 
depositaries. The inclusion of depositaries in this fee block has unfortunate consequences for 
our members, in that they are frequently called upon to pay levies that are not aligned with 
their business models or risks.  We would reiterate that a separate fee-block would be more 
appropriate for our members. 
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Please do not hesitate to contact me if you would like to discuss any of the points we have 
raised.  

Yours sincerely 

 
 
 
 
 

 
Darren Banks 
DATA Deputy Chairman 

 

 

  



 
 

  

DATA Response to FCA CP 14/11 Retirement reforms and the Guidance 
Guarantee 

Summary  

DATA’s members provide depositary services to UK authorised collective investment 
schemes (“CIS”) and other funds domiciled in the UK which are defined as Alternative 
Investment Funds (“AIFs”) under the Alternative Investment Fund Managers Directive 
(“AIFMD”).  Depositaries are currently included in fee-block A-9, and therefore would be 
required to contribute to the levy to fund the Retirement Guidance Guarantee (“the 
Retirement Guidance Levy”).  

As the other sections are largely outside the scope of our members’ services and therefore 
our areas of concern, we have restricted our responses to those questions in Chapter 3 that 
address the Retirement Guidance Levy. 

Our key points regarding the proposals for a Retirement Guidance Levy outlined in Chapter 
3 are as follows: 

• Only firms that are active in the retirement solutions market are likely to benefit from 
retirement guidance and should therefore be required to contribute to the 
Retirement Guidance Levy. 

• Depositaries are a service provider to CIS and AIFs, who have no influence on either 
the types of investors targeted by the fund promoter or the inflows into these funds 
and therefore should not be regarded as being active in the retirement solutions 
market. 

• Depositaries should therefore be excluded from the Retirement Guidance Levy, or 
failing that, their contributions should be restricted strictly to UCITS and non-UCITS 
retail funds. 

• Longer term, the methodology selected for apportioning the Retirement Guidance 
Levy between fee blocks should be based on the involvement of the firms in each 
fee-block in the retirement solutions market as evidenced by survey or research data 
and furthermore exclude those firms shown to have no significant involvement in the 
retirement solutions market. 

 

Responses to Questions 

Q2: Do you agree with the proposed use of the FCA periodic fees framework to collect the 
retirement guidance levy? If no, please provide alternatives and set out how they would be 
implemented. 

In principle, we agree that the Retirement Guidance Levy should be paid by those firms that 
are likely to derive the greatest benefit from the reforms. This includes product providers, 
promoters, distributors and intermediaries of policies, products and services that are likely to 
target retirees. The FCA periodic fees framework seems a sensible starting point for the 
calculation of the retirement guidance levy, as it builds on the FCA’s existing framework for 
the collection of its Annual Funding Requirement. We agree that this approach will minimise 
the burdens on affected firms of calculating the Retirement Guidance Levy.  



 
 

  

 

However, we are concerned that a consequence of using this framework is that firms who 
do not actively participate in or derive substantial benefit from the retirement solutions 
market could bear the costs of retirement guidance. Similarly, some entities that are not 
part of this framework may benefit substantially from the retirement guidance, such as 
workplace pension master trust arrangements. The proposals therefore require considerable 
refinement to ensure only those firms who actively participate in the retirement solutions 
market, and (as far as possible) only to the extent they participate in this market, bear the 
costs of retirement guidance. 

Q3: Do you agree that only firms in the proposed five retirement guidance fee-blocks (Table 
3.1) should contribute to the retirement guidance levy? If no, please provide your reasons. 

While broadly the five fee blocks identified by the FCA will include firms that already actively 
participate in the retirement solutions market or firms that may elect to actively participate 
in the retirement solutions market following the implementation of the retirement reforms, 
these fee blocks also include firms that will not be active participants in the retirement 
solutions market. Therefore, consideration should be given to refining the proposals so that 
firms included in these fee blocks who will not be active in the retirement solutions market 
can be excluded from the Retirement Guidance Levy. 

On this basis, we believe that authorised depositaries, which are included in fee block A-9, 
should be excluded from the levy. The appointment of a depositary is a regulatory 
requirement for CIS and AIFs.  Our members are therefore providing a service required by 
regulation to the CIS and AIFs for which they act as depositary - they do not initiate, advise 
on or otherwise market or promote financial products and therefore have no influence on 
the growth outcomes of these products.  

We acknowledge that our members might derive some benefits from an increase in inflows 
into the funds for which they act as depositaries, or from the creation of new financial 
products requiring the services of a depositary that might be created in light of the 
government’s retirement reforms. However, the depositary has no role in the activities likely 
to generate such growth, i.e. product initiation and marketing, which are the responsibility 
of the manager, and as such the depositary can in no way influence such an outcome. In 
this sense, it is no different to other parties that provide services in relation to funds, such 
as administrators and auditors.  We therefore believe that depositaries should be excluded 
from contributing to the Retirement Guidance Levy. 

Failing such exclusion, we would request that the tariff data required to be reported by 
depositaries for the purposes of calculating the Retirement Guidance Levy is limited to its 
services in relation to CIS that are available for investment to retail investors, namely UCITS 
and non-UCITS retail funds, since any benefit to depositaries from the Government’s 
retirement reforms is unlikely to extend beyond these schemes.  

Q4: Do you agree that firms in the remaining fee-blocks set out in Table 3.2 should not 
contribute to the retirement guidance levy? If no, please provide your reasons. 



 
 

  

On the assumption the firms in the remaining fee-blocks set-out in Table 3.2 are unlikely to 
actively participate in the retirement solutions market to any significant extent, we agree 
that the firms in these fee blocks should not contribute to the retirement guidance levy.  

Q5: Do you have any comments on the three options for allocating the overall levy across 
the five retirement guidance fee-blocks? If you do not agree with any of these options 
please advise us of your proposed alternative allocation policies. 

Of the three options given, we believe option three is the best option for allocating the 
overall levy across the five fee-blocks as it will more closely align the contributions to the 
Retirement Guidance Levy with those firms that are most likely to benefit.  However, we 
have reservations on whether accurate survey or research data will be available in time for 
the proposals. Notwithstanding our response to Q3, if it is determined that our members 
could potentially contribute to data on the overall size and inflows of CIS, although it will 
need to be established first which of the CIS for which they act as depositary are being 
selected by consumers as part of their retirement planning (“In Scope CIS”). Our members 
do not have any direct engagement with the underlying investors.  Depositaries would need 
to separate their gross income from “In Scope CIS” from other sources of income. There will 
be costs involved in providing this information, for which there is currently insufficient 
information to quantify. 

Consideration should also be given to excluding any firms from the Retirement Guidance 
Levy where such data gathered for the purposes of calculating the apportionment of the 
levy indicates that the firm is not involved to any significant extent in the retirement 
solutions market. 

Option two should be avoided as it in no way distinguishes between the extent to which the 
firms in each fee-block is likely to be active in, or derive benefit from, the retirement 
solutions market, or indeed differences between the overall scale or income of each fee-
block. This option is therefore likely to result in an indiscriminate allocation of costs.  

Option one has similar issues to option two, and should not be viewed as a suitable long-
term solution to apportioning the levy between fee blocks. However, this does at least 
distinguish to some extent the scale and level of activity of each fee block, although these 
do not necessarily align with the level of activity of the firms in each fee-block in the 
retirement solutions market. If the survey and research data is not available in sufficient 
time to implement option three, option one could be considered for a transitional period 
while the necessary data is obtained in order to implement option three, although we 
emphasise that option one should only be utilised on a temporary basis if required. 


