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L earning objectives 2 ROYAL LONDON

@ By the end of this session, you will be able to:

* |dentify the features of different workplace pension arrangements
 Demonstrate the benefit of salary exchange in workplace pensions

« |dentify ways to add value to workplace pension schemes
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Scheme structures ) ROYAL LONDON

Defined contribution

Master trust Contract based scheme

Operated by trustees Overseen by IGC
TPR governed FCA governed

Relief at source

Government backed? Flexible
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Consolidation of master trusts )ROYAL LONDON

Master trust assets and member numbers

50w Assets Q4 2023 2,000,000
45 W Assets Q4 2024 =
40 B Members Q4 2023 1,600,000
— 35 W Members Q4 2024
5 = v
w30 1,200,000 g
3 > g i :
Mpoascd MInIrmm S22
E <0 default requirements’ 800,000 =
15
1 400,000
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o . - G Bt Nah e’
For simplicity, total assets in the master trusts are shown rather than the amounts in each provider's default. Many of

the providers shown also have significant default assets in GPP books of business which could potentially count
towards any overall minimum default size.

Source: LCP “Master Trusts Unpacked” — February 2025.
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Key considerations £ ROYAL LONDON

Defined contribution

|s the default investment option suitable

for the employer’s workforce? What retirement options

are avallable?

Is the employer spending too Are member communications Is the scheme as cost effective
much time dealing with clear, simple & jargon free? as possible?
problems in the scheme?
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Planning point 2 ROYAL LONDON

Could you add value In this

market with the right support?
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Employer research £ ROYAL LONDON

How often do you formally review your workplace pension scheme provider

40%

35%

30%

25%

20%

15%
10%
) I
0% T

Annually Every 2-3 years Every 4-5 years Every 6-10 As and when / Never
years No set time
period

Source: Royal London Employer research Study (2023) Ret4. How often do you formally review your
workplace pension scheme provider? Unweighted base: 2023: Decision-makers (386)
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Employer research

HR's top priorities

Position Priority
1 Retention
2 Employee wellbeing
3 Recruitment
A Performance and productivity
5 Employee engagement and experience
& Culture

Percentage

36%

29%;

28%

26%

25%

23%

# ROYAL LONDON

Index

& 2 places

A 5 places

v 1 place

A & places

¥ I places

B no change

Source: workbuzz — The state of employee engagement 2023 — October 2023
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Provider withdrawal functionality 2 ROYAL LONDON
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S Ll o E.
Now Pensions No No No No No No
Nest Yes No Yes Yes No No
Aviva MT & GPP Yes Yes Yes Yes No No
L& G Yes Yes Yes Yes No No
People’s Pension Yes Yes Yes Yes No No
Scot Wids Yes Yes Yes Yes Yes No
Royal London Yes Yes Yes Yes Yes Yes
Aegon Yes Yes Yes Yes Yes Yes
Mercer Yes Yes Yes Yes Yes Yes
Standard Yes Yes Yes Yes Yes Yes

Source: Corporate Adviser - Workplace pensions into retirement report. October 2024
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Royal London workplace pension research 2 ROYAL LONDON

Employees

34% o /% 60% 2 (%

Never checked their Don’t know where their Say they're not saving Say they know they are
pension forecast pension is invested enough for retirement or | saving what they need for
don’t know If they are retirement

Source: Royal London Workplace pension survey — August 2024
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Drewberry Insurance results 2 ROYAL LONDON

What Employees Want Help To Understand

Ensuring I'm saving enough for retirement

How much do | need to save for retirement?

Understanding the tax benefits of pension saving

Consolidating other pensions

Pension & Lifetime Savings Association —
Retirement Living Standards

salary sacrifice / exchange
Selecting an appropriate investment fund

Cost of the workplace pension

Salary Sacrifice / Salary Exchange

MNone of the above

Sa

Source: The 2022 Drewberry workplace pension survey
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Discussion points

09/12/2025

Lack of support or poor service

e Don’'t want to pay another fee
from existing scheme

Poor member comms

Just want to tick the box and the
existing scheme is doing that

Paternal employer looking to
provide better benefits for
employees

Inertia / apathy — its more hassle
than its worth

Facts and opportunities

Drivers to switch Blockers to switching

# ROYAL LONDON
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Remuneration )ROYAL LONDON

A common timeframe from initial contact to scheme switch i1Is 6 months or more

But when are you remunerated?
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Work done vs. Value to the client )ROYAL LONDON

Value seen by client

FACTORING GAP .

LONG TERM PROFIT

4

~ Adviser effort
>
STAGE 1 STAGE 3 STAGE 5
Agree objectives Create plan Implement
STAGE 2 STAGE 4 STAGE 6
Gathering data Recommend Ongoing review
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ltemised menu of services (viM)

V1T March 2024 | expires: 6/ 4 /2025 14RT0125/1<

Home
Scheme  Roles : SSLVAT
To calculate the costs of the services you offer, you’ll need to: He P Set VAT to no

m select whether the cost is at scheme or employee level
= select the role of the person who will complete the service
= confirm how long it will take to complete the service.

This figure is
based on 0
employee for
any per
Implement employee costs

Time Time  Fixed /AT Activity
Cost applies (hrs) (hrs) cost applies total cost

Service
Guided process

Activity

Support scheme governance process per scheme Paraplanner 2 yes E 24000

Review salary exchange per scheme Paraplanner 1 yes E 120.00
Keeping records

Decide when to complete re-enrolment per scheme Adviser 1 Administrator 1 yes £ 360.00

Support re-enrolment per scheme Adviser 1 Administrator 3 yes E 480.00

Support employer in their record keeping duties per scheme Administrator 2 yes E 120.00
MEST schemes

All other activities for NEST scheme per scheme ‘ yes E -
Investment review

Review fund performance on an annual basis per scheme Adviser 1 Paraplanner 2 ‘ yes £ 540.00

Review design of default per scheme Paraplanner 1 yes £ 120.00

Review suitability of default for scheme per scheme Paraplanner 1 yes E 120.00

Review risk profile of scheme per scheme Administrator 1 yes E 60.00
Review business protection

Re-factfind per scheme Adviser 1.8 Paraplanner 1.8 yes E 630.00
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Planning point 2 ROYAL LONDON

Outline your proposition

clearly at the outset
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Royal London employer research post October
2024 budget

Actions

Increase employment costs Reduce costs

Impact on business growth Reduce growth

Reduction in profits Increase prices

20 | Source: Royal London research 2024 Autumn Budget reaction from key audiences. )5 ROYAL LONDON



Employer NI Iincrease

Threshold reduced from

£9,100

Increase from

13. 8%

15% £5,000

21 | Source: Policy Paper Changes to the Class 1 National Insurance Contributions Secondary Threshold, the Secondary Class 1 )5 ROYAL LONDON
National Insurance contributions rate, and the Employment Allowance from 6 April 2025.






Using salary exchange

Case study
Employer Salary
Sam is His pensionable

salary is £35,000

employed by RL
| per year

Sockets Ltd

09/12/2025

# ROYAL LONDON

==

Contributions

=

©

Adviser support Salary exchange?

RL Sockets Ltd
don’t currently
use salary
exchange

RL Sockets Ltd have
approached their
adviser to review their
pension scheme
They have 100
employees

Sam pays 5% of
pensionable salary
His employer pays
3% of pensionable

salary :

Facts and opportunities 23



Salary exchange 2 ROYAL LONDON

Sam’s position

Before salary exchange After salary exchange The difference

£35,000 £33,056

Sam’s gross salary, tax,
National insurance contribution
National Insurance £1,794 £1,639 and pension contribution have
all decreased

Tax £4,486 £4,097

Net pension contribution £1,400 £0

Sam'’s take home pay £27,320 £27,320 Take home pay remains the same

All figures are based on annual tax allowances and NIC thresholds/limits and are for illustration purposes only. Based on rates of income tax and NI for the 2025/26 tax
year and a single person’s tax allowance of £12,570. References to taxation are based on our understanding of the current law and practice and may be affected by

future changes in tax, NI contributions, legislation or by an individual’'s particular circumstances. These are based on UK income tax rates and bands, excluding Scotland
& Wales.
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Salary exchange
Employer’s position

Salary
Employer National Insurance

Cost of pension contribution

Total cost to employer

The difference

Before salary exchange After salary exchange

# ROYAL LONDON

£35,000 £33,056
£4,500 £4,208

£1,050 £3,140

£40,550 £40,404

RL Sockets Ltd now pay the whole pension contribution
The total cost to the employer has reduced by £146 per year by
redirecting only 50% of employer NI savings to Sam’s pension

All figures are based on annual tax allowances and NIC thresholds/limits and are for illustration purposes only. Based on rates of income tax and NI for
the 2025/26 tax year and a single person’s tax allowance of £12,570. References to taxation are based on our understanding of the current law and
practice and may be affected by future changes in tax, NI contributions, legislation or by an individual’s particular circumstances. These are based on UK

Income tax rates and bands, excluding Scotland & Wales.

09/12/2025
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Using salary exchange

QOutcomes

==

Sam has £3,140
per year going
Into his pension

That's £340

additional per
year, for the same
take home pay

09/12/2025

+

O

RL Sockets For a 100 Could result
LtC:;?tSfJ\;quSt nember in employer
decreases by Sggj g;:stltwcl)s SaVIr][gS o

£146 per extira

P £14,600 per employee
year . .
year benefits

o

* Based on if all employees were on average salary

Facts and opportunities
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Using salary exchange
Warnings

Watch out for
minimum
wage

May impact on Death in Service lump sum

May impact on borrowing

09/12/2025 Facts and opportunities
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o

Can’t be used
to reduce
eligible
jobholders

o

Would be a
change of
contract so
please - seek
legal advice

27



Planning point 2 ROYAL LONDON

Have you discussed salary exchange

with your employer clients?
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Opportunities 2 ROYAL LONDON

Why advisers value this market

Advice to business At retirement advice

Adyvice to business owners “Corporate work opens doors”
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Opportunities 2 ROYAL LONDON

For paternalistic employers

Salary Financial Will / Power of
exchange T Tplanner T attorney
Clinics & Financial
seminars Wellbeing app
O O
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Ongoing opportunities 2 ROYAL LONDON

Company Individuals

Directors’ individual financial
arrangements

Group life for 100 members

Key man / business protection

for directors

|

|

|

|

|

|

|

|

| Relevant life for directors
|

|

|

I Mortgage, protection, ISA etc
|

|

|

|

|
|
|
|
|
|
|
|
: Other employees as individual clients
|
|
|
|
|
|
|
|
|
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Conclusion ) ROYAL LONDON

Key points
- Significant market » Future of mass affluent advice
 Employer reviewing schemes e Corporate business opens doors

09/12/2025 Facts and opportunities 33



Learning outcomes 2 ROYAL LONDON

@ By the end of this session, you will be able to:

* |dentify the features of different workplace pension arrangements
 Demonstrate the benefit of salary exchange in workplace pensions

« |dentify ways to add value to workplace pension schemes

20/03/2025 Pension switching 34
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It’s everyone’s business

adviser.royallondon.com

Important Information

The Royal London Mutual Insurance Society Limited is authori
Authority and regulated by the Financial Conduct Authority
The firm is on the Financial Services Register, registration
assurance and pensions. Registered in England and Wa
Registered office: 80 Fenchurch Street, London, EC3M

The Royal London Mutual Insurance Society Limited is authorised by the Prudential Regulation
the Financial Conduct Authority and the Prudential Regulation Authority. The firm is on the Financ
registration number 117672. It provides life assurance and pensions. Registered in England and W
99064. Registered office: 80 Fenchurch Street, London, EC3M 4BY.
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