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» Dentons Pension Mangement'’s Business Development Manager, Martin Tilley talks
about treating customers fairly and how the FSA should tackle the issue of hidden fees head on

Blending fixed and time
costed fees for fairness

any Sipp providers are
still paying miserly rates
of interest on cash bal-
ances — and that is a
clear indication they are
using it to help bolster
their own income, insists Martin Tilley,
Business Development Manager at
Dentons Pension Management.

“Some are giving as little as 0.1 per cent
which is absolutely absurd,” he says. “These
companies are clearly not treating their
customers fairly but people are still failing
to take this issue seriously enough?”

Tt does not matter whether a provider is
charging high fees or making money on
the back of handing over reduced rates of
interest, he points out. Both routes are just
as detrimental to clients and need to be
flagged up.

“Even on a cash balance of £100,000
several Sipp holders will not receive any
interest — and pay £400 a year for the
privilege as well,” he says. “Although our
fees might be slightly higher for the
administration, we also pay 0.56 per cent
interest which means that the client would
still find themselves well in
pocket”

“Separately, providers may tell clients
wanting to buy commercial property that
“using their recommended solicitor will
cost £1,200” and then suggest that if the
client were to use their own they “may not
be as competitive.” giving rise to specula-
tion that some kind of soft commission
might be payable.”

At the end of the day this all comes
down to simple mathematic comparisons,
but the fact is that not enough focus is
being concentrated on these points. Itis a
situation that Mr Tilley believes ought to
be remedied by the regulators as a matter
of urgency.

Ideally there should not be any hidden
fees or agendas so that individuals and
advisers can compare the true cost of each
Sipp on a like-for-like basis and make an
informed decision. The FSA has done well
by moving in the right direction, but there
is still further to go.

“I'would like to see the FSA consider
enforcing an approach whereby low inter-
est rates are clearly identified as a headline
cost rather than being hidden away. From
our perspective, we have always tried to be
totally transparent and our clients appreci-
ate and understand exactly how we go
about our work;” he says.

The Sipp providers that do take a cut of
the interest argue that clients should not
be holding lots of cash, but Mr Tilley
points out that if you are involved in
income drawdown, you want to hold pen-
sion money in cash so as not to disturb
your assets.

“As it happens we do not insist on
money being retained in our default cash
account and do not make any remunera-
tion out of them,” he adds. “In fact, we
actively encourage our clients to move to
higher paying accounts.”

Fair treatment
Charging is another point about which Mr
Tilley feels strongly.

“We charge for our standard adminis-
tration on a fixed-fee basis and then time
costed thereafter;” he explains. “Some may
argue that time-costed arrangements are
opaque but I disagree. They can be very
specific and truly treat customers fairly”

He illustrates the point by using the
example of a property purchase.

“If it is a very straightforward transac-
tion then you might end up with time
costed fees of less than £600, but if you
told clients the average fee was £1,000
and charged this on all cases — no matter
how easy or complicated - then there
would definitely be cross subsidisation
going on. Is this really being fair to all your
customers?”

Blending fixed and time-costed fees, he
believes, makes perfect sense. While the
fixed element covers activities such as
standard administration and providing
annual statements, the time costed
includes various bespoke services.

“The point is that the activities covered
by the latter are tailored for each individu-
al,” says Mr Tilley. “For a property purchase
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“We donotwantto
be a mass market
proposition and are
quite happy to
operate bespoke
services that are
tailored for
individuals”

this can include instructing a solicitor and
lender, as well as acquiring the property
and managing it thereafter. This involves
many functions and individuals can pick
and choose the skills they need to buy in”

Dentons, however, will not insist a client
uses the company’s preferred solicitors or
valuers and allows them to deal with their
own advisers. “As long as the job is being
done by an individual qualified in the role,
we are agreeable” he adds. “If someone
wants their accountant to register the Sipp
for VAT that is fine; if they want us to do it
we will charge a time costed fee””

Additional administration procedures
cost £88.50 per hour — which compares
favourably with other Sipp providers —
while more technical queries will be han-
dled by one of the company’s specialist
consultants.

“If a client wants an indication of what a
service is likely to cost beforehand then we
can give them an accurate costing because
the chances are that we have done similar
work many times before,” says Mr Tilley.

“We can even cap the fee to give them
certainty so they know whatever happens
it will not cost more than the given fee”

As clients of Dentons tend to be fairly
active, this way of working makes for a
pretty compelling proposition because
they only pay for the services they actually
receive. “We issue our invoices six monthly
in arrears and do not take our fees until
two weeks later so if the client has a query
it can be dealt with immediately;” he adds.

Best possible service
In reality very few queries are received as
Dentons has always been totally commit-
ted to providing the best possible service.
“We take service levels very seriously and
have our own client surveys with which to
determine their satisfaction,” says Mr
Tilley. “Recently we also commissioned a
firm to survey our customers and we
received one of the highest satisfaction
rates ever recorded by a financial product
provider”

This client focus is a key part of the
company’s overall philosophy. “I have been

working at Dentons for 22 years and even
in my first interview it was drummed into
me that I must never forget whose money
it is,” he adds. “We are here to facilitate
what the client wants to do and not put
barriers in their way.”

Tt is not a philosophy that is likely to
change any time soon. “It has always been
the way we work;” says Mr Tilley. “We do
not want to be a mass market proposition
and are quite happy to operate bespoke
services that are tailored for individuals.”

Of course this approach will not suit
everyone. Some people may prefer a very
simple, low cost proposition, and there are
plenty of rival firms that will be able to
offer the ideal product for their needs.

“However, as soon as they want atten-
tion to detail or have something a bit unu-
sual then that is when we can step in,” he
adds.

Such virtues have certainly stood them
in good stead down the years. “Our atti-
tude has always been to do the best by our
clients which is why we very rarely lose
one to a competitor;” he says. “For exam-
ple, we went to our bankers in 2008 to
obtain a better deal and the extra basis
points credited from them were passed on
to our customers.”

The fact is that Dentons is geared up
and resourced enough to obtain more
business — and that is exactly what it
intends to do over the next couple of years
with a drive to lure financial advisers away
from their rivals.

In this respect, the questions asked of
potential clients are simple: Are you satis-
fied with your current Sipp provider? Has
your provider recently merged or changed
hands? Do they offer you such a compre-
hensive level of service?

“If the answer is no to any of these then
we will pledge to do everything in our
power to help move their existing client
book over to us as smoothly as possible,”
he adds. “The purpose is to persuade them
to try the Dentons experience.”

Looking to the future, Mr Tilley is confi-
dent that Sipps will continue to grow in
popularity, even though he concedes that
the industry as a whole needs to do more
to facilitate the transfer of Sipps between
providers.

“It is not uncommon for a complicated
Sipp transfer to take from nine months to
ayear; he says. “Something else that needs
to happen is for the HM Revenue and
Customs to reassess scheme specific pro-
tection as this restricts the client’s ability to
transfer between providers and thus client
choice”

As far as the future of Dentons is con-
cerned, however, it will be business as nor-
mal, regardless of any regulatory changes
that may - or may not - take place.

“We are an independent, privately
owned business and intend to stay that
way, he adds. “Our customers can rest
assured that we have no plans to change a
winning formula.”
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