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WELCOME

Later this year, we want to offer you a choice –
to keep a substantial benefit under your pension
plan, or exchange it in return for an immediate
and substantial increase to your retirement savings.

To help you understand exactly what we want to
offer and whether or not you want us to go ahead,
we’ve broken this guide down into three sections.

Section 1:

Section 2:

Section 3:

WHAT WE WANT
TO OFFER YOU

WHAT YOU’LL NEED
TO THINK ABOUT

WHAT YOU
THINK NOW

This section will get
you up to speed with
the offer we’d like
to make.

Here we’ll give you a
head start on the things
you’ll need to consider,
if we make a formal offer.

It’s important you tell
us whether you want
us to go ahead or not.
We need to hear from
you by 13 April 2018.

When we mention ‘you’ or ‘planholders’ we mean not just the legal planholders
of the pension plans but also the members of The Scottish Life Personal
Pension Scheme (which is now known as The Royal London Personal Pension
Scheme (No2)), even though, from a legal point of view, it’s the trustee of the
scheme who is actually the planholder. We explain more about this, and who
the members of the scheme are, in the Legal Information on our Proposal
leaflet in this pack.

WHAT YOU’LL FIND INSIDE
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INTRODUCTION
Your plan benefits from what we call a ‘guaranteed annuity rate’ (GAR).
The GAR is a substantial benefit which could entitle you
to a higher retirement income from Royal London than
you might be able to find anywhere else in the market.
However, you’ll only benefit from the GAR if you choose
to buy an annuity through us (from The Royal London
Annuity Bureau).
GARs are very valuable for planholders taking their
pension benefits now but we don’t know what they’ll be
worth in the future compared to standard annuity rates.

In April 2015, the government introduced some
important changes to pensions. These changes are
known as pension freedoms. You now have more
freedom and choice with your retirement savings.
You might feel that buying an annuity isn’t the right
choice for you.
The first section in this guide will explain more about
what the offer is, why we want to make it and the
process we intend to follow.
At the moment, we need to see if enough planholders
are interested in our offer to make it worthwhile
proceeding. So it’s really important you tell us what
you think.

You’ll notice we use some special terms in this guide. We’ve
highlighted them all in bold italics. You’ll find explanations
for each of these in the glossary at the back of this guide.

You may recognise the name Scottish Life more than Royal London. That’s because you originally took out your plan
with them. We took over the business of The Scottish Life Assurance Company back in 2001 and have looked after
your plan ever since.
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WHAT WE WANT
TO OFFER YOU
We’d like to offer you a choice to:
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Keep the GAR

Unlock the GAR

This would mean keeping
your plan exactly as it is.
So, when you retire, you
would receive the substantial
benefit the GAR provides
when you buy an annuity
through us.

This would mean giving up
the substantial benefit of the
GAR for an immediate and
substantial increase to your
retirement savings. You could
take your retirement benefits
in a way that suits you.

OR

Section 1

WHY WE WANT TO MAKE THIS OFFER

The world of pensions has changed since your plan
began. We’ve summarised the changes on page 7.
We want to give you and other planholders the flexibility
to take full advantage of the pension changes without
losing all of the value of the GAR.
GARs are very valuable right now. We don’t know how
valuable they’ll be in the future compared to standard
annuity rates. Our offer would give planholders the
opportunity to take advantage of their current high value.
We summarise some of the things we think you’ll need
to consider on page 14 of this guide. You can refer to
this at any time, to help you think about what’s right
for you.
What’s in it for Royal London?
We’re a mutual organisation which means we’re owned
by customers who are members. Because we’re a mutual
organisation we don’t have any shareholders who might
benefit from our proposal. Our profits are distributed
amongst our customers, or reinvested to give better
returns or lower charges for our services.
If we go ahead, this change should also allow us to
manage The Scottish Life Fund more fairly in the
future so there are indirect benefits to planholders in
that fund from our proposal.

How do you know our offer would be fair?
To make sure you and other planholders are being
treated fairly, we’ve consulted an independent actuary.
The independent actuary will provide a report to the
High Court on the fairness of our offer.
The Scottish Life Supervisory Committee and our
With Profits Committee will be involved in making
sure our offer is fair.
We’ll also keep the regulators up to date on the
progress of our offer.
So you can rest assured, we won’t go ahead unless
we think we’re treating our planholders fairly.
When can you expect the offer?
If we go ahead, we’ll write to you again with a formal
offer in June 2018. This would include a personalised
offer showing the expected effect of our offer on your
retirement savings. We’ll also ask you to formally vote
on the offer, or opt out completely.
We’ve outlined this process and the timeline we’re
working to on the next page.

We’re a mutual organisation. That means we’re owned by our
customers who are members – so you can be sure everything
we do has your best interests in mind.
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THE PROCESS WE WANT TO FOLLOW
TELL US WHAT YOU THINK

We’ll gather all the responses to this pack
and use them to guide our next steps. So it’s
important you let us know if you’d like us to go
ahead and make a formal offer later this year.

APRIL
2018

CONVENING HEARING TAKES PLACE

MAY
2018

If we decide to go ahead we’ll take our proposal to the
High Court. The support of our planholders will be
one of the key factors for us in making that decision.
We've booked the convening hearing at court for
8 May 2018.

WE’LL WRITE TO YOU AGAIN
If the court is happy for us to proceed, we’ll send you another
pack. It will include a personalised offer and information to
help you decide whether to vote for or against our proposal, or
opt out completely.
If you don’t respond the outcome of the vote will usually apply
to you. This means if you don’t respond and planholders vote
yes, and our proposal is approved by the court, in most cases,
we’ll remove the GAR and increase your retirement savings.
We'll provide access to a free telephone-based guidance
service and will share the cost of financial advice, if you
need it to make your decision. You’ll have over
two months to make up your mind.

OCTOBER
2018

JUNE
2018

WE’LL COUNT THE VOTES
If you decide to opt out, you’ll need to let us know
before the deadline in your pack.
For those voting, we’ll organise a planholder meeting
where you can vote in person. You’ll also be able to
vote online or by post before the meeting.

WE’LL MAKE THE CHANGE
The High Court will consider whether to approve
our proposal following the results of the vote.
If the court agrees, in most cases we’ll remove the
GARs of planholders who didn’t opt out. In exchange
their retirement savings will immediately increase.

DECEMBER
2018

The earliest our proposal would take effect is 7 December 2018. This is the timetable we’re currently working to.
However the process may take longer than this, so we can’t guarantee that the changes will take effect this year.
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WHAT YOU’LL NEED
TO THINK ABOUT

Section 2

If we make a formal offer later this year, we’ll be asking you to make an important decision about your
retirement savings. To help you prepare for this, we’ll use this section to explain your retirement
options and the difference our offer could make to them. We’ll also show you an example offer on
pages 10 and 11. This will help you understand what to expect if we make a formal offer and to
start thinking about what might be right for you.

HOW YOUR RETIREMENT OPTIONS HAVE CHANGED
How does my pension plan work?

Why did my retirement options change?

Your pension is a type of savings plan to help you save
for later life. You contribute, the taxman contributes,
your employer may contribute and the savings you
build up are locked away and invested to help them
grow. At any time from age 55, you can start taking
your retirement savings. Although in some cases the
GAR isn’t available until age 60.

In April 2015, the government made changes to
pensions, designed to give people more freedom and
choice in how they take their retirement savings.

The value of your retirement savings depends on the
values of the assets in which your retirement savings
are invested. The values of these assets can go down as
well as up and you could get back less than you put in.

The changes, known as pension freedoms, give you more
flexibility to take your retirement savings as cash lump
sums or using drawdown, as well as buying an annuity.
We explain these options on page 8.

What were my retirement options?
When you opened your plan, you had to use your
retirement savings to buy an annuity. An annuity is a
financial product that allows you to use your retirement
savings to buy a regular income guaranteed for life.
In addition, most planholders were permitted to take
up to 25% of their retirement savings as a tax-free
cash lump sum.
Your plan has the added benefit of a guaranteed annuity
rate – we explain more about what this is on page 9.
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WHAT YOU CAN DO WITH YOUR
RETIREMENT SAVINGS

Thanks to pension freedoms, you now have more options than ever before to take your retirement savings.
We explain these in more detail below.
Take an annuity

Flexible access to your savings

You can still use your retirement savings to buy
a regular income guaranteed for life known as an
annuity. As before, most planholders can usually take
up to 25% of their retirement savings as a tax-free cash
lump sum.

Some pension products offer more flexibility to take
the regular income you want, when you need it. This
is also known as drawdown.

The income you are able to buy depends on a lot of
factors, such as your health, standard annuity rates,
whether you want to provide an income for your
spouse when you die and whether you want your
income to increase each year. The standard annuity
rates are affected by things like the economy, interest
rates and how long people are expected to live.
Some people may be able to buy an enhanced annuity.
This pays a higher retirement income than a standard
annuity to people with certain medical conditions.

This type of product allows you to keep your retirement
savings invested, which gives the potential for your
income to grow even after you’re retired.
With this option, the value of your plan and any
income from it can fall as well as rise and you might
not get back what you put in.
Take cash lump sum(s)
You can take some or all of your plan as a cash lump
sum. Under current tax rules, normally 25% of each
lump sum will be tax-free. The rest will be subject to tax
which depends on individual circumstances and could
change in the future.
To find out more about your retirement options,
we recommend speaking to your financial adviser.
You can also visit independent websites such as:
www.pensionwise.gov.uk
www.moneyadviceservice.org.uk
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THE GUARANTEED ANNUITY RATE

What’s the guaranteed annuity rate?

How valuable is the guaranteed annuity rate?

The GAR that applies to your plan can usually be found
in your original plan documents. We’ve also published
more information on the different GARs that apply to
our plans at royallondon.com/GARchoice

It’s a substantial benefit. At the moment, the GAR
would give you substantially more retirement income
than standard annuity rates.

What are the benefits of the guaranteed
annuity rate?
GARs were designed to ensure a minimum retirement
income for a specified fund value at retirement. They apply
when standard annuity rates fall below the GAR outlined
in your plan documents. That means they give you more
certainty about your retirement income than you would
get from a similar pension plan without a GAR.
However, you only get the benefit of the GAR when
you buy an annuity through us.
Not all planholders will benefit from the GAR to the
same extent. The benefit will depend on your specific
circumstances, for example the particular GAR, how
you decide to take your benefits and the level of
standard annuity rates at the time you retire.

That’s because interest rates are currently much lower
and people are living longer than Scottish Life expected
when the GARs were set back in the 1980s and 1990s.
In general, GARs have become much more valuable
over time:
• 1980s-1990s – GARs were included in new
Scottish Life pension plans.
• 2000s – GARs became more valuable. People were
living longer and interest rates were lower than we
expected back in the 1980s and 1990s.
• 2016 – Interest rates reach 300 year lows. The GAR
is as valuable as it’s ever been.
We don’t know what the future holds for interest rates
and standard annuity rates. So the GAR could become
more or less valuable compared to standard annuity
rates. This will depend on future interest rates and how
long people are expected to live.

You only get the benefit of the GAR when you buy an annuity
through us.
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WHAT YOUR OFFER COULD LOOK LIKE

If we go ahead with our proposal, we’ll send you a personalised offer later this year and ask you to make an
important choice about your retirement savings. To give you a head start on the things you’ll need to consider,
we’ve created this example offer.
This is just an example and any offer we make will depend on your specific circumstances, market conditions and
standard annuity rates at that time. The offer would be calculated on the basis that you plan to take 25% of your
retirement savings as a tax-free cash lump sum and use the GAR on the rest. The offer would also be proportionate
to your retirement savings – so if you have twice as much retirement savings as the example below, your offer could
be twice as much.

MEET JOHN...
...He currently has retirement savings of £30,000.

£30,000
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He’s 65 and just about to retire, he can take his retirement
savings in the following ways:

A

B

C

An annuity of
£3,000 each year
with the GAR

Tax-free cash lump sum of
£7,500 plus an annuity
of £2,250 each year

£30,000 to use flexibly
(£7,500 of this
will be tax-free)

A

John could choose option A if he wants the security of a fixed, regular income for life and
he doesn’t need to take a lump sum.

B

He could choose option B if he wants to take advantage of the current tax rules and take
a tax-free lump sum from his retirement savings, but wants a fixed, regular
income too.

C

He could choose option C if he wants to take a larger lump sum from his retirement savings
or if he wants to use his savings elsewhere. For example to buy an enhanced annuity if he’s in
ill-health or if he wants a flexible retirement income through a drawdown plan.

Section 2

HOW JOHN’S PLAN COULD CHANGE
Let’s assume our proposal goes ahead and John doesn’t opt out. His savings could
immediately increase from £30,000 to £48,000, in exchange for the GAR.

£48,000

A

B

He’ll no longer have the GAR but he’ll have the same options when he retires.

A

B

C

An annuity
with standard
annuity rates

Tax-free cash lump sum of up
to £12,000 plus an annuity
with standard annuity rates

£48,000 to use flexibly
(£12,000 of this
will be tax-free)

If John doesn’t need to take a lump sum, he can still buy a fixed, regular income with his
increased savings. The income he can buy will depend on standard annuity rates. At the
moment, they provide a lower income than the GAR does (£2,574 each year compared
with £3,000 each year).
With his increased savings, he’ll be able to take up to £12,000 as a tax-free lump sum
under current tax rules. The more tax-free cash John takes the fewer savings he’ll have
remaining to buy a fixed, regular income.
Alternatively, he could still take £7,500 as a tax-free lump sum. Using current standard
annuity rates he could buy a fixed, regular income of £2,172 each year with his remaining
savings. This compares to the annuity of £2,250 the GAR would have provided. We don’t
know what standard annuity rates will provide in the future.

C

He’ll have flexibility to use his increased retirement savings in whatever way he needs.
He could take a larger cash sum, transfer his savings to another provider or take out a
drawdown plan, all without losing all of the value of the GAR.
If he’s in ill-health, annuity providers might offer him an enhanced annuity, with his increased
savings. This could provide John with a larger income in retirement than the GAR does.
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SOME CASE STUDIES
You can use these case studies to bring our proposal to life.
There are lots of different factors that may affect whether our offer might make sense for you. The case studies
below are designed to show you how some of these factors might be relevant.
If we make an offer, you’ll need to consider all of your own personal circumstances and, if you need help, consult
a financial adviser.
Annie, Bob, Clare and David are example planholders we’ve used for these case studies. We’ve assumed they have
a GAR on all of their retirement savings. Some people have a GAR on a proportion of their retirement savings.
If this applies to you, we’ll tell you if we make a formal offer.

CASE STUDY 1:
ANNIE
Annie has a lot of debts with high rates of interest. She plans to take more than 25% of her retirement savings
as cash to pay these debts off and reduce the expected interest payments. She thinks interest rates might go up
which would mean that the benefit of the GAR would reduce when compared to standard annuity rates.
The offer might make sense for Annie as it would increase the amount of the retirement savings in her
Royal London plan giving her access to more cash when she retires, including a larger tax-free cash sum.
Currently, she doesn’t get the benefit of the GAR on any cash she takes from her plan.
Why Annie might exchange the GAR
She’d get more tax-free cash
when she retires.

She’s exchanging the current high
value of the GAR for an increase to
her retirement savings.

CASE STUDY 2:
BOB
Bob’s in good health. So one of the factors he might consider is whether he’ll have enough income for the rest
of his life when he retires. He has other retirement savings elsewhere that he plans to use for any cash needs.

Bob plans to use more than 75% of his Royal London plan to buy an annuity. Bob doesn’t think the offer
would make sense for him as it’ll be calculated on the basis that he uses the GAR on only 75% of his
retirement savings.
Why Bob might opt out of the proposal
He intends to use more
than 75% of his plan to
buy an annuity.
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It’s unlikely he could replicate the GAR
in the market. He’ll only get the value
of the GAR on 75% of his plan under
our offer and would probably receive
more income keeping the GAR.

Section 2

CASE STUDY 3:
CLARE
Clare isn’t sure about how she’ll use her retirement savings. She expects she’ll take some of her retirement
benefits as cash to pay off any remaining debts and go on holiday. She likes the idea of being able to use
her retirement savings flexibly without losing all the value of the GAR. Currently, she doesn’t get the
benefit of the GAR on any cash she takes from her plan.
However, Clare’s concerned that if interest rates go down her GAR could be more valuable in the future,
compared to standard annuity rates. Clare wants to hear more about the proposal but she’s not sure what
her decision would be yet.
Why Clare might exchange the GAR

Why Clare might opt out of the proposal

She wants flexibility in
how she takes her
retirement benefits.

GARs might become even more valuable
in the future compared with standard
annuity rates. So she might receive a
lower income if she exchanges the GAR
now, but uses her retirement savings to
buy an annuity when she retires.

CASE STUDY 4:
DAVID
David’s a heavy smoker and isn’t in good health. He’d consider taking a flexible income from his plan and
leaving the remainder of his retirement savings as inheritance for his family.
Alternatively, he might be able to buy a larger retirement income from a provider who offers enhanced rates
to heavy smokers.
Why David might exchange the GAR
He’s a heavy smoker so might
be able to use his increased
retirement savings to buy
more income through an
enhanced annuity.

He’d also think about using his
retirement savings flexibly and
if he did that, instead of buying
an annuity, he could leave any
remaining money to his family.

Even if your situation feels similar to any of the scenarios in the case studies, you’ll need to think very
carefully about all of your own personal circumstances if we make a formal offer. There are other factors
you might consider over the page.
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A SUMMARY OF WHAT YOU’LL NEED
TO THINK ABOUT
It’s worth remembering that while we expect our proposal will benefit most planholders, for some keeping the
GAR will be the right choice.
Here we summarise some of the things you’ll need to think about if we make a formal offer.
This isn’t a complete list of things to consider – if we go ahead you’ll need to think about all of the factors that
apply to you, including the tax implications, your own circumstances and which of the options is right for you.
You can refer to this list at any time in this process to help you make your decision.

Some things that may
influence your choice to
keep the GAR.

Some things that may
influence your choice to
unlock the GAR.

Cash

You plan to take less than 25%
of your retirement savings as cash.

You plan to take at least 25% of
your retirement savings as cash.

Economic conditions

You’re concerned that, for example
interest rates will go down making
the GAR more valuable.

You think that interest rates will
go up and the GAR will become
less valuable.

Flexibility

You don’t need flexibility and
want a guaranteed regular
retirement income.

You want flexibility to take more
or less of your retirement savings as
income over time.

Health

You’re healthier than average*. The
GAR could provide a guaranteed
retirement income over your
longer expected lifetime.

You’re in ill-health. Your increased
savings might provide a larger
retirement income if you buy
an enhanced annuity.

Inheritance

You plan to buy an annuity
because leaving an inheritance
from your retirement savings isn’t
your priority.

You’d like the ability to leave
some of your retirement savings
as an inheritance.

Regular income

You’re a healthy male and plan
to buy an annuity with your
retirement savings♦.

You’re female and plan to buy
an annuity with some of your
retirement savings♦.

* The average male currently aged 65 in England is expected to live to 84 and the average female currently aged 65
is expected to live to 86.
♦ In general females are expected to live longer than males. We’ll calculate your offer allowing for this as we think

this is fair. Another consideration is that standard annuity rates don’t allow for gender following an EU ruling in
2012. In current conditions, this means that a healthy male giving up the GAR is unlikely to be able to replace that
income from a standard annuity with their uplifted fund. Females may be able to replace the GAR income with a
standard annuity.
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WHAT YOU
THINK NOW

We’d like to know if you’d like us to make a formal
offer to planholders. You can use the postcard in
this pack to give your opinion, or you can give your
response online at: royallondon.com/whatithink
Whichever way you’d like us to proceed, it’s
important you let us know what you think
by 13 April 2018.
What happens next?
If enough planholders tell us they’d like us to make a
formal offer, we’ll write to you again with a personalised
offer. At that stage, we’ll ask you to vote on our proposal.
If you decide the offer isn’t for you, you can formally
opt out then and keep the GAR.

Here to help
We won’t be able to give you any financial advice but,
if you do have any questions about the content of your
pack, our dedicated team is on hand to help.
Phone
0345 521 0046
Online
royallondon.com/GARchoice
If we make you an offer later this year, we’ll also
provide access to guidance and share the cost of any
independent financial advice you need to help you
make your final decision.
Need a financial adviser?
We hope this guide has given you enough information
to form your opinion. You can also speak to a financial
adviser but you may be charged for this service.
If you don’t have a financial adviser, you can find one in
your area at unbiased.co.uk/find-an-adviser. This is a
free service specifically aimed at helping you find an adviser
near you. Advisers will charge you for their services.

At the moment, we’re only asking if you’d like us to make a formal offer. You may wish
to wait until we make an offer before you speak to a financial adviser.
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Now that you know more about the offer we’d
like to make, it’s important you tell us if you’d
like us to go ahead or not.

Section 3

QUESTIONS &
ANSWERS
What would happen to my retirement savings
if your proposal goes ahead?
If our proposal is approved by planholders and by
the court, and you don’t opt out, we would remove
the substantial benefit of the GAR in exchange for
a substantial increase to your retirement savings,
immediately after our proposal is implemented.
Does your proposal apply to all or part of my plan?
If we make an offer, it would only apply to the part of
your retirement savings that qualifies for the GAR.
Some planholders only benefit from GARs on part of
their retirement savings. If this is the case for your plan,
we’ll set it out in your personalised offer later in the year.
If I give up the GAR then buy an annuity through
your annuity bureau when I retire, how would
my retirement income be calculated?
Your retirement income would be calculated using
standard annuity rates. You wouldn’t have the benefit
of the GAR. However, your retirement income would
still be guaranteed not to reduce once it had started.
How will you decide what to offer me for the GAR?
We’ll take into account a number of factors when we
decide the increase to offer in exchange for the GAR,
including life expectancy and the current high value of the
GAR (which has been brought about by the current low
interest rates and how long people are expected to live). We
also need to be fair to our other planholders who don’t have
GARs. An independent actuary is reviewing our proposals
and, if we go ahead, he’ll provide an opinion on the fairness
of the offer for the High Court on 8 May 2018.
If we go ahead, we’ll send you a personalised offer
later in the year that sets out what we expect the offer
would mean for you. The offer will depend on market
conditions at that time.
How will the increase in my retirement savings
be paid for?
We have to set aside a large amount of money so that
we can provide annuities at guaranteed rates whatever
the future may bring. If our proposal goes ahead, some
of this money would be freed up and used to increase
your retirement savings.
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I’m thinking of transferring my retirement
savings to another pension provider. Does
this affect me?
Currently, you would lose the value of the GAR if you
transfer your retirement savings to another pension
provider. If the offer is approved by planholders and by
the court, the value of the GAR would be reflected in
the retirement savings that you could transfer to another
pension provider as long as you haven’t opted out.
Our proposal is not expected to take effect before
7 December 2018. If you’re considering taking or
transferring your plan benefits soon, you should
consult a financial adviser. Your adviser will help you
consider the implications of this decision if the offer
goes ahead.
If your proposal goes ahead, can I take my
retirement benefits from my increased
retirement savings?
It depends on how old you are. The earliest that most
people can take their retirement benefits is currently
age 55. Our proposal does not affect that.
I might want to take my retirement benefits
before the retirement date in my plan. Will your
proposal help me do that?
For some planholders the GAR only applies from age
60 so the proposal could unlock the current value of
the GAR earlier than they could just now.
If our proposal is approved by planholders and by the
court, and you don’t opt out, you can benefit from the
increased fund value from your minimum retirement
age. This is age 55 for most people.
What effect would your proposal have on my
retirement savings if I die before I retire?
If you die before retirement, your retirement savings
can be paid to your beneficiaries. If our proposal is
approved by planholders and by the court and you
don’t opt out, the amount we would pay to your
beneficiaries will increase because your retirement
savings will have increased.

GLOSSARY
The financial services industry isn’t necessarily the first place you’d look to find plain English – there’s
lots of jargon and gobbledygook. So we’ve tried to make sense of some of the terms we’ve used.
We hope it helps!

You can use your retirement savings to buy a regular
income known as an annuity. This is a one-off decision
which will pay you a guaranteed regular income for the
rest of your life.
Drawdown
A type of plan that allows an income to be taken from
retirement savings while leaving the retirement savings
invested. The income will vary depending on the fund’s
performance. It isn’t guaranteed for life.
Enhanced annuity
It pays a higher retirement income than a standard
annuity to people with certain medical conditions
which may reduce how long they are expected to live.
Enhanced annuities are also known as impaired life
annuities, ill health annuities or smoker annuities.
Guaranteed annuity rate
The guaranteed annuity rate which applies to your
pension plan was designed to make sure that you
receive a minimum level of annuity income at
retirement if standard annuity rates are below the
guaranteed annuity rates.
The guaranteed annuity rate will currently give you
a higher income than if you buy an annuity using
standard annuity rates. If you use the GAR, when you
retire, we’ll arrange for one of the providers from our
annuity bureau to provide you with an annuity at the
same level as the guaranteed amount.
Interest rates
An interest rate can be a short-term interest rate or a
long-term interest rate. A short-term interest rate is the
return received on a short-term investment like cash in
a current account with a bank. A long-term interest rate
is the return received on investments which don’t pay
back the original amount invested until further into the
future – for example, government bonds.

When you buy an annuity, the provider invests your
lump sum at retirement to provide your regular income
for life. Since your retirement could be a long period
of time, the provider will invest your lump sum at
retirement in long-term investments that will provide it
with the cash it needs to pay your annuity. If the long-term
interest rates on these types of investments are high when
you buy an annuity, your annuity payments will be higher
than if the long-term interest rates were low. That’s because
the provider predicts it can earn more by investing
your money when long-term interest rates are high.
Standard annuity rates are determined mainly by
long-term interest rates rather than by short-term
interest rates.
Mutual organisation
A mutual company is a company which doesn’t have
shareholders – its members are its customers. The profits
of a mutual are distributed amongst its customers who
are members, or reinvested to give better returns or
lower charges for their services.
Pension freedoms
The name for the extra flexibility pension savers now
have. These were introduced by the government in 2015.
Standard annuity rates
The rates at which individuals can convert a lump sum
at retirement into a regular income guaranteed for life.
These rates are based on a number of factors. The most
important ones are interest rates and how long people
are expected to live. The specific medical conditions of
the individual aren’t taken into account in the standard
annuity rates.
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The Royal London Annuity Bureau
If you buy an annuity through Royal London, the
annuity income isn’t provided by us. Instead, we offer
you access to a wide selection of companies who provide
annuities through The Royal London Annuity Bureau.
We sometimes refer to it as our annuity bureau.
The Scottish Life Fund
The separate fund within Royal London created for
the with profits planholders of Scottish Life when
it demutualised.
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