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Discretionary Fund Management
Introduction

Discretionary Fund Management (DFM) provides a personalised 
investment approach for clients, giving them a truly bespoke 
pension investment solution.

We have over 20 years of experience working with DFMs, first 
launching a DFM option within a pension in 2002, and it’s been a 
key part of our pension proposition ever since.

We provide access to a range of leading discretionary fund 
managers, supporting advisers in providing bespoke investment 
solutions for their pension clients.

The LV= SIPP (Flexible Transitions Account) provides access to 
discretionary fund managers (DFMs) through our Selected Partner 
panel and our Extended option:

* Selected Partners - a carefully curated panel of leading 
discretionary managers with whom we have established, 
long‑standing relationships.

* Extended option - we can consider working with any UK‑based, 
FCA‑authorised discretionary manager with the appropriate 
permissions, provided they meet our requirements outlined later in 
this document.
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How Discretionary Fund Management works
After an initial meeting, the fund manager will work with you to 
tailor a bespoke portfolio for each client based on their investment 
and retirement plans.

You’ll be responsible for the tripartite relationship between 
yourself, your client and the discretionary fund manager. There 
will be a regular review process once the portfolio is in place. This 
is usually annual, which means as your clients’ circumstances and 
priorities change, their investment can change too.

This relationship allows you to benefit from the skills and 
experience of a large investment fund manager, providing 
investment expertise and support services for your clients and 
your business.

Why choose LV= for DFM
Our market pedigree
We’ve been active in the DFM market for over 20 years, and have 
built up a wealth of experience in that time. For advisers wishing 
to outsource and derisk their pension investment decision making 
process, we provide access to a panel of leading discretionary fund 
managers in the UK.

In some cases we have negotiated preferential rates for LV= SIPP 
customers, creating real value for your clients.

Investment governance
Our strong investment governance ethos means we have a 
thorough on-boarding process for our DFM panel members. We 
also carry out an annual DFM due diligence report on all our panel 
Discretionary Fund Managers.

Operational process
Once a Selected Partner DFM has been appointed, LV= manages 
the day-to-day flow of money between the SIPP and the DFM:

	y Allocation of cash – instructions from the adviser to transfer 
SIPP cash to the DFM are processed promptly.

	y Automated cashflow – cash for drawdown income, adviser 
charges and LV= charges is automatically transferred from the 
DFM to the SIPP.

	y Valuations – we receive daily valuations from DFMs that feed 
directly into our systems, ensuring client portfolio values are 
visible through the LV= Adviser Portal.

Systems and reporting
Our online systems, particularly our automated cashflow, are 
designed to make administration straightforward; reducing the 
burden on advisers and providing peace of mind for clients.

To support your advice process, both we and the DFMs provide 
robust reporting processes, so you’ll always be up to date with 
the value of a clients' pension fund and the underlying investment 
performance.

Our SIPP provides the ability to blend investment options and 
income solutions within the pension wrapper, so discretionary 
management can form part of a wider investment and product 
solution. Discretionary management can be utilised throughout 
the accumulation and decumulation process to provide a seamless 
investment process as clients move through their retirement journey.

DFM Model Portfolio Service (MPS)
Model portfolio solutions are also available for clients who don’t 
require a fully bespoke service. 

	y Where a DFM offers full custody, MPS can be held directly with 
them through the LV= SIPP. Current DFMs offering this service 
include Rathbones, Quilter Cheviot, Charles Stanley, Brooks 
McDonald and LGT Wealth.

	y MPS operates in the same way as bespoke DFM within 
the LV= SIPP – allocation of cash, automated cashflow and 
valuations are all managed seamlessly.

	y A wide range of MPS propositions can be accessed within the 
LV= SIPP via our third party platform links with Aegon, Fidelity 
and SS&C Hubwise

Non-panel DFMs
We recognise advisers may wish to work with DFMs outside our 
Selected Partner panel. We already have arrangements in place 
with a number of non-panel DFMs, and can also consider others on 
request.

	y Advisers should contact us prior to recommending a non-
panel DFM.

	y Where the DFM is one we have not worked with before, we will 
provide an Approval Pack for the DFM to complete.

	y DFMs must be UK based and FCA authorised, with appropriate 
permissions to hold client money and/or custody assets.

	y DFMs will be subject to our investment governance process, 
including a review of custody and operational arrangements to 
ensure smooth administration of the account.

	y Please note: additional paperwork will be required to be signed 
by the member.

Five good reasons to choose LV= for your DFM clients
	y Over 20 years' market experience.
	y SIPP charges from 0.25%p.a.
	y Unique automated cashflow system.
	y Flexible pension wrapper allowing blended solutions.
	y Robust investment governance.
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Due diligence
We carry out an annual due diligence review of our Discretionary 
Fund Management proposition. This involves reviewing our panel 
of DFMs to ensure they continue to meet our operational and 
governance requirements, including the following assessments:

Operational
How well automated processes between the DFM and ourselves 
are embedded and whether they work well for the benefit of 
advisers and customers, in addition to delivering operational 
efficiencies and reducing risk.

Strategy
The extent to which the companies we deal with share our vision of 
how the markets we operate in are developing and their strategies 
to deal with future market changes.

Business fit
The relationship between the two businesses (ourselves and the 
DFM) are aligned in key areas such as distribution, charges and fair 
treatment of customers.

As well as the formal annual review, we’re in regular contact with 
the DFMs on an on-going basis to ensure everything runs smoothly 
operationally.

LV= SIPP charges
	y Selected Partner DFMs - 0.25% p.a. on the value of 

investments up to £700,000
	y Non-panel approved DFMs - 0.30% p.a. on the value of 

investments up to £700,000
	y Value above £700,000 - no further charge
	y Minimum annual wrapper charge - £195

For full details of both LV= charges and the charges we have 
negotiated with some of our Selected Partners, please see our 
DFM Charges Summary

https://www.lvadviser.com/service/documentlibrary/get/0DE6C4F8C1164D9890454C80EAC6B53B/dfm-charge-factsheet
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The benefits
For Advisers
Using a Discretionary Fund Manager means that you effectively 
derisk your investment decision making process by outsourcing it 
to an experienced fund manager.

This frees up time for you to focus on more productive parts of your 
business, and can also save the expense of investment research 
and advice processes.

DFM effectively gives you a virtual investment team to support 
your clients, as you’ll be accessing the research and investment 
analysis functions of a big fund manager, rather than have to do 
the work yourself.

The reporting structures of both the DFM and LV= can help reduce 
your own reporting burden. It also improves the quality of your 
reporting processes, keeping you in control and up to date with 
client investments and plans.

Lastly, but possibly most importantly, it ensures you remain the 
primary point of contact in the adviser - client - DFM arrangement.

For Clients
Rather than a one-size-fits-all approach, clients can benefit from  
their own bespoke plan. The plan is put together by the DFM after a 
thorough consultation process in which the client is fully involved.

The client gets their own fund manager, making investment 
decisions on their behalf. Many will appreciate this level of 
interaction – there’s an element of kudos and reassurance in having 
this level of engagement that shouldn’t be overlooked.

An investment portfolio is put together to match clients' risk rating, 
capacity for loss and changing plans and circumstances. After 
the first meeting, there will be annual reviews to ensure the client 
always knows what’s going on and that their plans are on track.

As they move into retirement their investment requirements could 
become more complex – requiring an element of liquidity alongside 
continued investment growth. Discretionary management can 
support this process.

As well as the expertise provided by the discretionary fund 
manager, the client also gets investment and income planning 
flexibility within the LV= pension wrapper, with seamless access to 
other investment options, including the LV= Smoothed Managed 
Pension Funds and LV= Fixed Term Annuity.

Benefits for clients, benefits for 
advisers
Clients
	y A bespoke investment strategy designed to match their 

plans and needs
	y The LV= cashflow management process, providing 

the reassurance that income will be paid promptly and 
efficiently

	y Access to their own personal fund manager
	y A portfolio that matches their risk rating, capacity for loss 

and changing needs throughout their retirement journey
	y Regular reviews to ensure plans are on track

Advisers
	y De-risking of your investment decision process
	y An effective cashflow management process providing 

peace of mind for yourself and your clients
	y Saves time for you to focus on more productive activity
	y Your own virtual investment team, accessing research, 

reporting and fund management experience
	y A robust reporting process to support your advice process
	y A seat at the table – you control the client / adviser / fund 

manager relationship
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If you'd like us to send you this document or any future correspondence in 
another format, such as Braille or large print, please just let us know.

What clients might be suitable for DFM?
While some DFMs accept lower amounts, bespoke discretionary 
management is typically most appropriate for clients with 
investment portfolios of £250,000 or more. 

It is well suited to individuals seeking a more personalised service 
than off‑the‑shelf investment options can provide.

In addition, access to model portfolios through DFMs offers 
another sophisticated investment option that can be lower cost 
than the bespoke approach. 

Because the LV= SIPP allows blending of discretionary 
management with other investment solutions, clients don’t need 
to adopt a single approach for their entire pension — giving you 
flexibility in constructing the right mix.

Key considerations when choosing  
a Discretionary Fund Manager
Once you’ve decided discretionary management is appropriate for 
your clients, you’ll then need to decide which fund manager to use.

In this process you’ll need to consider issues such as

	y Service levels
	y Range of assets and portfolio options
	y Transparency of charges
	y Ease of doing business
	y Reporting process and online facilities
	y Recommendation from business associates

Remember, you don't just have to choose one fund manager for all 
of your DFM clients. You're able to mix and match fund managers 
based on the priorities and investment requirements of each client.


