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THE PENSIONS REVOLUTION
BACKGROUND



AUTOMATIC ENROLMENT
RESULTS SO FAR

* 35,000 employers completed their declaration of
compliance between April 2014 and March 2015
* Total number of employees automatically enrolled:
6 5.2 million
5 employees
2 4 by March 2015
=)
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-
o
by 2013 by 2014 by 2015
Source: TPR — Automatic enrolment Commentary and analysis 2015 ) ROYAL
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AUTOMATIC ENROLMENT
COMPLIANCE ACTION SO FAR

. . 1,295 issued up to 30" June
Compliance notice 2015

‘Wake up call’ 332 issued up to 30t June
(£400 fixed fine) 2015

Persistent offenders
(Escalating penalties)

Source: TPR — Automatic enrolment compliance and enforcement quarterly bulletin

1 April — 30 June 2015 ) ROYAL
| LONDON




PENSION FREEDOMS
ROYAL LONDON RESEARCH

9 Percentage of lump sum withdrawn

100% ® don't remember
75% " Al
50% >25%
Wo5%
25% <25%
0% ® None

Q1 - Just so we know we are asking the right questions, can you tell me what percentage have you taken / decided to
take as a lump sum?

) ROYAL
Base: All respondents (800)

Research carried out by Harris Interactive Limited on behalf of Royal London between 18th May and 24th of July 2015
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PENSION FREEDOMS
ROYAL LONDON RESEARCH

9 Plans for lump sum ...

Q2 - What (!o you plan to do with your lump sum? ) ROYAL
Base: All taking lump sum (740) LONDON

Research carried out by Harris Interactive Limited on behalf of Royal London between 18th May and 24th of July 2015
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NEXT STEPS
THE NEW PENSIONS MINISTER
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Post election

“My priorities are clear: to strengthen
British pensions, improve later life
incomes, and protect the pensioners of
today and tomorrow.”

@ take forward work to bring in the new State Pension

@ help millions more to be enrolled into good quality
workplace pension schemes

@ safeguard new freedom and choice as to how people
access their saving

Source: As reported in Money Marketing “Pensions Minister Ros Altmann lays out priorities” 14 May 2015 )
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NEXT STEPS
IMPROVING SAVING LEVELS

Replacement rates:
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<£12,136 £12,136 - £22 355 - £31,937 - £51,008+
Salary £22,354 £31,936 £51,098

Source: PPl Automatic Enrolment Report 1:

What level of [ tribution i ded to obtai d te reti ti ? )
at level of pension contribution is needed to obtain an adequate retirement income y ROYAL
9 LONDON
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THE PENSIONS REVOLUTION
APRIL CHANGES



SUMMER BUDGET
FROM APRIL 2015

1

Personal allowance

* Increasing to £11,000 from 6 April 2016 and
£11,200 from April 2017

 Higher rate tax threshold increasing to £43,000
from 6 April 2016 and £43,600 from April 2017

Annual allowance

» Taxable income above £150,000 will reduce by £1
for each £2 of income above £150,000

Lifetime allowance

* Reducing to £1 million

) ROYAL
LONDON



SUMMER BUDGET
ANNUAL ALLOWANCE

Restricted for income in excess of £150,000:

Annual Allowance Effective tax rate

<£150,000 £40,000 45%

AA is reduced by £1 for every
50p of income
%
>£210,000 £10,000 67.5%

Q Raises revenue, only affects “the rich”

° Adds complexity, reduces incentive to save

) ROYAL
G LONDON




SUMMER BUDGET
PENSION INPUT PERIODS (PIPS)

with the tax year:

Pension input periods (PIPs) are being aligned

Pre-alignment tax year

Tax Year

: 8 July 2015

p Post-alignment tax year

v Tax Year

April
2014

April
2015

April
2016

13
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SUMMER BUDGET
PENSION INPUT PERIODS (PIPS)

14

Pension input periods (PIPs) are being aligned
with the tax year:

Tax Year Tax Year

April April April
2014 2015 2016

) ROYAL
LONDON



SUMMER BUDGET
PENSION INPUT PERIODS (PIPS)

Pension input periods (PIPs) are being aligned
with the tax year:

: 8 July 2015

Tax Year v Tax Year

April April April
2014 2015 2016

) ROYAL
i LONDON



SUMMER BUDGET
PENSION INPUT PERIODS (PIPS)
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Pension input periods (PIPs) are being aligned
with the tax year:

Tax Year Tax Year
>
April April April
2014 2015 2016
Plus carry forward of unused relief.... ) ROYAL

LONDON



SUMMER BUDGET
CARRY FORWARD

Example:
Tax year Contribution
2015/16 £40,000
Tax year Contribution | Carryforward
2012/13 £40,000 £ 10,000
2013/14 £20,000 £ 30,000
2014/15 £20,000 £ 20,000
Carry forward total £ 60,000
Contribution total £100,000
Based on HMRC income tax rates & allowances 2015/16

Aﬁ«ﬁAL
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SUMMER BUDGET
PENSION INPUT PERIODS (PIPS)
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Pension input periods (PIPs) are being aligned
with the tax year:

Tax Year Tax Year
April April April >
2014 2015 2016
Plus carry forward of unused relief.... ) ROYAL

LONDON



SUMMER BUDGET

DEATH BENEFITS

19

Original Pension

Death of member

Is
there a
nominee(s)

Yes

Wants a

lump sum
9

No ... Yes : Scheme administrator

will nominate

Wants a

lump sum
9

: )ROYAL

V Death of nominee LONDON



SUMMER BUDGET

DEATH BENEFITS

20

Original Pension

Lump sum:

Death < 75 3 EENSSECESEIEE Death < 75

..................... Death of nominee
Death >75 Survivor ‘s FAD Deat-h >79
45% Marginal rate
e : Death of survivor
After 6/4/16: : A4

Death >
Death > 75 Survivor ‘s FAD Mareginal the
Marginal rate 5

V Death of survivor

) ROYAL
LONDON
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THE PENSIONS REVOLUTION
NEXT STEPS



NEXT STEPS
OUTSTANDING CONSULTATIONS/REVIEWS
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Strengthening saving

* Consultation on pensions tax relief
and incentives to save

Barriers to freedom

* Information gathering on whether
providers are blocking access

Access to advice

 Make financial advice work better
for consumers

) ROYAL
LONDON



CONSULTATION

STRENGTHENING SAVING OR SAVING TAX RELIEF?

23

£45,000
£40,000
£35,000
£30,000
£25,000
£20,000

£10,000
£5,000
£0

Tax relief goes
disproportionately to higher
earners!

Contributions and tax relief on pensions at each earnings band in 2010/11

£15,000 -

PENSIONS POLICY INSTITUTE

50% contributions 40% contributions | 10% contributions

25% tax relief 35% tax relief 20% tax relief

Basic rate Higher rate
taxpayers

Source: 1. PPI Tax relief for pension saving in the UK July 2013
2. HMRC Cost of Tax Relief: PEN6 2001-02 to 2013-14

) ROYAL
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CONSULTATION
TAX RELIEF OPTIONS

Money out

Limit benefits - LTA

Completely change

structure

Limit savings - AA

Money in )\ ROYAL
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CONSULTATION
TAX RELIEF OPTIONS

Money out

Immediate
incentive
to save

Incentive to
leave
invested

Discourages
Early
spending

Suitable for:
Long term
saving

Money in

Delayed
incentive
to save

Incentive to
leave
invested

Encourages
Early
spending

Suitable for:
Short term

saving



CONSULTATION
TAX RELIEF OPTIONS

Money out

Limit benefits - LTA

A

* Reduce/revise LTA
« Reduce or cap PCLS
— Limit to £36K

— Reduce to 20%

Limit savings - AA

Money in )\ ROYAL
" LONDON




CONSULTATION
TAX RELIEF OPTIONS

27

Money out

Money in

Matched
contributions

Limit benefits - LTA

 Reduce Annual
Allowance

« Remove HR relief
* Flat rate of tax relief

« Remove e/r NIC relief

Limit savings - AA

) ROYAL
LONDON



CONSULTATION
BARRIERS TO FREEDOM
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Exit charges

83% of RL policies do not
have exit penalties

Policy options

RL offers lump sum
withdrawal on all current
products, and FAD via
Income Release

Access to advice

RIL recommend all
customers take advice but
do not insist

Except where the
requirement is statutory

“Safeguarded rights”

Fund value >£30K

GARs, GMP
but not
With Profits




CONSULTATION
ACCESS TO ADVICE

120 -
_ UK disposable
& 100 | household income
:
5 80| Technology
c)
g 60 .
g Focussed advice
P
S . Wealth
= « | Pension ,
wise Self-service managers
20
0
Bottom ‘ 2nd ‘ 3rd ‘ 4th ‘ 5th ‘ 6th ‘ 7th ‘ 8th
Decile groups of all households ranked by equivalised disposable income ‘
Source: ONS Table 14 Household Income October 2012 )ROYAL
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ACCESS TO ADVICE
PLANNING TOOLS
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Client
retirement
savings

Client details

“ant attitv”’
0 risk

Client capacity
for loss

dil

Investment Income

RETIREMENT INCOME AND INVESTMENT
RECOMMENDATION

Inour recent mesting we discussed the options available for your retirement savings. As 2 resultof our discussion, we
agreed that 2 personal pension with an income drawdown facilityis the most suitable type of pension plan for your
Deeds.

‘Thisseort isbased on 3 dealed amlylsof wour immetite and e ncome sesds 3nd 303z of your
willingness and ability to take investment

The purposeof s regort

e ovoeme evel o wish otk and may recceamnded ivestent m apponach.
. Help you understand the benefits 2nd risks associated with this investment

YOUR DETAILS

Name: Ryan Medlock
sex: Male

Date of birth: 1 January 1951
e 64

YOUR RETIREMENT SAVINGS

We fiscussdthe retement savingsyou Baveavalabe and we agred hatjon could fvest £400,000 01320
Tetirement savings

‘plan. This plan all
ars invested 1o provids potenta] investument growh.

‘Youshould be aware that investment returns are not guarantesd and 25 2 result the impact on your retirement savings
nd the income provided is uncertain. The spacific investment risks are:
o The capital value of your fund may be eroded by taking out too much income.
The returns maybe less than those shown Inthe llustatons
Annuity ion rates maybe worse in the future
H:gh kms of ocorhe may not be swtainable when maximmurm withdravals aretaken, or a short term anmityis

YOUR INCOME NEEDS

‘We discussed the income you would nesd from your income drawdown plan in order to provide an acceptable
standard of living.

How much doyou need for abasic standard of living?
We agreed that you would need to withdraw £4,500 2 year from your income drawdown plan. This minimum
income, combined with your other sources of income, 2

How much doyou need for areasonable standard of living?
We agresd thatyou would liketo witkdraw £6,000 a year from your income drawdown plan. This target income,
combined ith your other sources of income, would provide you with a reasonable standard of living in retirement

Client

retirement
income forecasts

recommendation | recommendation

? ROYAL
LONDON



ACCESS TO ADVICE
PLANNING TOOLS

Preference for
o Needs o
Investment s Required
analysis

° Income needs G

Assess ATR &
CFL °
) ROYAL

d LONDON




NEXT STEPS
ROYAL LONDON VIEW

Commission for later life:

* Growing elderly population

* Increasing demands on income

* Longer life expectancy
» Health

 Long term approach

* Free from day to day politics

 Supported by NAPF, ABI, Financial
Consumer Panel

) ROYAL
o2 LONDON



THE PENSIONS REVOLUTION
SUMMARY

More people are saving in DC
New limits for higher earners

Further change likely

) ROYAL
LONDON
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IMPORTANT
INFORMATION
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All literature about products that carry the Royal London brand is available in
large print format on request to the Marketing Department at Royal London,
St Andrew House, 1 Thistle Street, Edinburgh EH2 1DG.

All of our printed products are produced on stock which is from FSC®
certified forests.

The Royal London Mutual Insurance Society Limited is authorised by the Prudential
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential
Regulation Authority. The firm is on the Financial Services Register, registration number
117672. It provides life assurance and pensions and is a member of the Association of British
Insurers and the Association of Financial Mutuals. Registered in England and Wales number
99064. Registered office: 55 Gracechurch Street, London EC3V oRL.

Royal London Marketing Limited is authorised and regulated by the Financial Conduct
Authority and introduces Royal London’s customers to other insurance companies. The firm
is on the Financial Services Register, registration number 302391. Registered in England and
Wales number 4414137. Registered office: 55 Gracechurch Street, London EC3V oRL.

Royal London Corporate Pension Services Limited is authorised and regulated by the
Financial Conduct Authority and provides pension services. The firm is on the Financial
Services Register, registration number 460304. Registered in England and Wales number
5817049. Registered office: 55 Gracechurch Street, London EC3V oRL.

September 2015 2TPR1835
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