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Our Chairman’s statement

“The appropriateness of changes to investment
strategy are being considered, but we have to
accept that, in line with financial markets,
the funding level will be volatile”
Richard E Balding
Chairman of RLGPS Trustee Ltd
July 2015

I am pleased to present the Annual
Summary Report of the Royal London
Group Pension Scheme (“the Scheme”)
for the year ended 31 December 2014. The
Scheme is a distinct legal entity managed
by the Trustee (RLGPS Trustee Limited).
In the first half of 2014, the Trustee
finalised the Scheme’s three yearly formal
actuarial review to determine the Scheme’s
funding level as at 31 December 2013.
This detailed investigation of the Scheme’s
funding position allowed us to meet our
statutory reporting and other obligations,
and forms the basis of our ongoing review
of investment strategy.
Information on the actuarial review is
provided on page 6 of this annual report.
Whilst the formal valuation revealed a
surplus as at 31 December 2013, over the
course of 2014 we, like many other UK
pension schemes, experienced a fall in
funding level as interest rates continued
to fall. The Trustee and its advisors are
working with the asset manager and the
Company to consider whether any changes
to investment strategy are appropriate but
we also have to accept that in line with
financial markets the funding level will be
volatile. The Trustee remains confident
that the Company has the resources to
support the Scheme if necessary.
In his autumn statement last year, the
Chancellor announced major changes to
the pensions landscape and the flexibility
with which individuals can draw their
defined contribution pension benefits.
Although mostly relevant to defined
contribution benefits, ahead of their
introduction in April 2015 we have been
working to assess the impact of the
changes on our defined benefits scheme
and the defined contribution benefits
we offer through external Additional

Voluntary Contribution (AVC) policies.
Financial position
The formal three-year valuation of the
Scheme with a funding level of 103% on an
ongoing basis (a surplus of £60m).
However, the fall in bond yields at the
end of 2014 meant that the funding level
has reduced and the Scheme Actuary’s
assessment at 31 December 2014 is that
the Scheme was in modest deficit with a
funding level of 98% (a deficit of £58.8m).
Our investment strategy worked to
dampen some of the impact of the market
volatility experienced during 2014 and the
Trustee continues to look for opportunities
to extend our hedge protection in a cost
effective manner in order to minimise this
risk.
Our investment managers performed
well in this challenging environment
but delivered a return of 0.6% below
benchmark during the period, mainly due
to positioning for an expected increase in
interest rates.
Covenant
The Trustee Directors’ assessment of the
strength of the Employer’s Covenant is
central to our management of the Scheme.
It affects, in particular, the Trustee
Directors’ criteria for the assumptions
underlying the valuation and the
judgement necessary for determining the
appropriate risk and reward positioning
in our investment strategy.
In this context, it was pleasing to note that
Royal London Group reported another
strong financial performance during 2014
with increased new business, profit and
capital strength. The Standard and Poor’s
credit rating for Royal London Group
remained at ‘A (Stable)’ since its upgrade
in May 2013 reflecting, in particular, the

weighting given to Royal London Group’s
financial strength.
The Trustee Directors’ assessment of the
Covenant remains that it is strong. We
continue to enjoy a positive relationship
with Royal London Group and regular
arrangements are in place to keep the
Trustee appropriately informed of relevant
developments and progress.
At the end of the year, the transfer of the
life business of Royal London (CIS)
Limited into The Royal London Mutual
Insurance Society Limited was completed,
under Part VII of the Financial Services
and Markets Act 2000. This was the
last step in the integration of the former
Co-operative Life & Savings businesses
into Royal London. This has no direct
financial impact on the Scheme but is
expected to improve the strength of Royal
London’s covenant to the Scheme.
Investment developments
During 2014 the Trustee increased the
benchmark allocation to UK property to
8%. This is a strategic positioning for the
long term as property is viewed as a good
income generating investment to support
pensions in payment as well as a diversifier
from UK equities. We continue to work
with our advisors and investment manager,
Royal London Asset Management
Limited, to assess further opportunities
to improve risk-adjusted returns on the
Scheme’s assets.
Pension increases
During 2014, those pensions with
guaranteed increases were increased
in line with the Scheme’s Rules. Royal
London Group awarded an increase of
2.5% to pensions in payment (in excess of
guaranteed minimum pensions) to those
pensions without guaranteed increases.
The Trustee Directors themselves have
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only limited power to award discretionary
pension increases – specifically their power
extends only to former members of the
Scottish Life Officers and Directors
Schemes (“SLORBS” and “SLDRBS”)
and only when inflation (measured by
RPI) exceeds 3% per annum. Since RPI
did not exceed 3% in 2014, the Trustee
Directors did not have the power to award
additional discretionary increases to these
members.
In December 2014, Royal London Group
advised the Trustee that in 2015 it would
award discretionary increases of 1% to
those pensions without guarantees. No
additional discretionary increases were
awarded to SLORBS or SLDRBS
members.
Administration
In 2014 we introduced on-line access for all
pensioner members to their core pension
records. We are continuing to look at the
options available to further improve
accessibility to their data by members.
Over the course of 2014 we reviewed
the services provided by our external
administrator (Towers Watson), and
have negotiated a new competitive
contract to include additional reporting
services for the Trustee Directors and an
improved telephone service for members.
We would appreciate any feedback on
the service provided to our members by
our administrators (staff pensions contact
details can be found on page 12).
In 2014 Royal London introduced new
corporate styling for its insurance brand.
Whilst the Trustee is, of course, an
independent entity, we have chosen to
follow elements of the new corporate style
in this report, which we hope you will find
attractive. We will be introducing similar
styling in our other direct communications
over time.
Governance
Effective and efficient governance of the
Scheme continues to be a key focus for the
Trustee, and we followed 2013’s successful
review of the Scheme’s risk control
environment with a Board effectiveness
self-assessment and training session in
June 2014. We found that the Board and
our procedures were working effectively
and have implemented some further
improvements in line with our philosophy
of continuous improvement.
We also reviewed our practices against
the Pensions Regulator Code of Practice
for Defined Contribution (‘DC’) schemes.
Although the Scheme offers predominantly
defined benefit pension benefits, the
Scheme does provide some historic and

continuing defined contribution benefits
via external provider Additional Voluntary
Contribution policies. With the assistance
of our advisers, the Trustee reviewed
and assessed our systems, processes and
controls across key governance functions
to ensure they are consistent with those set
out in the Code in respect of these AVC
arrangements. I am pleased to report that
we meet the requirements.
Trustee Directors and Advisers
I am pleased to have welcomed Jon Taylor
to the Board as a new employer appointed
Trustee Director, with effect from
11 December 2014. Jon, who is the
Managing Director of Royal London’s
subsidiary business, Ascentric and is a
member of the Group’s Executive
Committee, was appointed by Royal
London to fill the vacancy left by Victoria
Muir, following her resignation as a
Trustee Director.
I am also pleased to welcome Michael
Burt, who joined as our new Scheme
Secretary in July 2014. Michael replaces
Janet Murray who has served as our
secretary for a number of years. I would
like to take this opportunity to thank both
Janet and Victoria for the most valuable
part they have played in the management
of the Scheme.
We have not made any changes to our
advisers and providers this year, but have
continued our process of reviewing each
of our advisers and providers on a rolling
basis.
The Year Ahead
During 2015 we will continue our work
to maintain and further enhance the
governance and investment structures
for the Scheme. Consideration of the
implications of regulatory and legislative
changes, and those which affect the
Employer
covenant
(for
instance
Solvency II) will also be a key focus for
us. In particular, we will be reviewing and
monitoring how the April 2015 pension
flexibility changes affect how people draw
their benefits and the impact for members
and the Scheme.
As always, I would like to take this
opportunity to thank all your Trustee
Directors and our advisers for their
conscientious work on behalf of the
Members over the last year.

Richard E Balding
Chairman of RLGPS Trustee Ltd
July 2015

Introduction
This report provides a summary of the
Scheme’s developments during the year
2014.
For background information and
references, which remain largely
unchanged from year to year, please refer
to “A Guide to the RLGPS (revised
2010)”, available at the website link given
below. If you require a hard copy please
contact the Scheme’s administrators, who
will be happy to send you one.
This report, the guide and the Annual
Report and financial statements are also
available on the Royal London Group
website under Corporate Governance or
follow the link below:

www.royallondon.com/about/
annual-reports/2014annualreport
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introducing The RLGPS
Trustee Board
The role of the Trustee Director
The Trustee Directors are responsible for the proper running
of the Scheme - from the collection of contributions to the
investment of assets and payment of benefits. Their role is
fiduciary, which means:
• Acting in the best interests of the Scheme’s beneficiaries
(i.e. members, prospective members, dependants and in
some respects the sponsoring employer)
• Acting impartially and fairly (i.e. considering the interests
of all beneficiaries in reaching decisions)
• Acting prudently, responsibly and honestly
• Making sure that the Trust is operated in accordance with
its documentation (the Trust Deed and Rules)
The Trustee Board typically meets formally four to five times a
year to consider the Scheme’s business.

Richard Balding FCII, (68)

John Tovey BSc, FIA, (67)

Appointed Chairman of the RLGPS Trustee
Board in January 2004. Richard was previously
Chief Executive Officer of United Friendly and a
Trustee Director of UFGPS.

Appointed to the RLGPS Trustee Board in January
2004 as an Employer Nominated Director.
Following his retirement from the company, he
was appointed Member Nominated Director
for pensioners in June 2006 and re-appointed from
January 2008, 2010 and 2014. John was previously
a trustee of RLSPF from 1994 to 2003, becoming
Chairman in April 1996 until the end of 2003.

Ewan Smith FFA, (52)
Joined the RLGPS Board on 25 April 2012 as a
Member Nominated Director. His initial role was
MD of Royal London’s pension business division,
but he has been recently appointed as Director
of Strategy & Proposition for Royal London
Intermediary.
Jon Taylor, (49)
Appointed to the Board on 11 December 2014
as an Employer Nominated Director. Jon is the
Managing Director of Royal London’s subsidiary
business, Ascentric and is a member of the Group’s
Executive Committee.

Samantha Blackie BSc, (45)
Appointed to the RLGPS Board as an Employer
Nominated Director from 1 March 2013. Samantha
joined Royal London in January 2012 as the Group
People and Corporate Affairs Director. She has
previous experience of the trustee role from her
involvement with a former employer’s scheme.
Andrew Parker LLB Solicitor (55)
Joined the RLGPS Board in April 2014
as the representative from Law Debenture. Andrew
has been a director of Law Debenture since 2013,
and prior to that was Group Company Secretary
at BT Group plc and a trustee director of the BT
Pension Scheme.

Director of Staff Pensions

The Royal London Director of Staff Pensions works closely with the Trustee Board to
consider the strategy for managing the Scheme and to implement the Board's decisions.
Rachel Elwell MA, Dip Stat, FIA, (40)
Rachel joined Royal London in February 2011 after 15 years as a consulting pensions actuary in a professional services
firm working with a wide range of pension schemes and sponsors. Her particular expertise is in governance and risk
management.
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introducing your new
Trustee Board member

Our Advisers
Secretary to the Trustee


Jon Taylor

Scheme Actuary


Q: What is your role at Royal London?
A: I am the Managing Director of Royal London Platform
Services (RLPS). RLPS is the group of companies such as
Ascentric which provides platform services to Financial
Advisers. The company holds over £9Bn of assets at the
moment and continues to grow.
	I have been in the role since January 2015 and I
dividing my team between the immediate priorities of
business, including replacement of the majority of
technology, and defining the longer term strategy for
business as part of the wider Royal London group.

Michael Burt of Royal London Group

am
the
its
the

Q: What is your professional background?
A: I have quite a varied background. My original training was
as a theoretical computer scientist in which I hold a Ph.D.
	I have lectured in Computer Science and held a number
of IT roles including Consulting Principal in IBM. Following
IBM, I joined the Co-operative and held various roles in the
bank and insurance businesses there. I joined Royal London
as Chief Executive of the CIS life insurer which was acquired
by Royal London in 2013. I continued in this role until the
transfer of the CIS fund completed in December of last year.
Q: What is your experience with pension schemes?
A: As CEO of CIS, I held responsibility for a large personal and
group pension business. I have also recently completed the
job of sponsoring the group-wide response to the latest round
of pension reforms implemented in April of this year.

Investment adviser


Cannings Connolly Solicitors
 CMS Cameron McKenna LLP
	Hogan Lovells International LLP
 Slaughter and May


Auditor


PricewaterhouseCoopers LLP

Investment Manager


Royal London Asset Management Limited

Investment Custodians


HSBC Global Custodian

Administrators


Towers Watson Limited

Current AVC providers




Clerical Medical Investment Group Limited
Equitable Life Assurance Society
Royal London
Scottish Widows plc

Bankers



Looking after your data

Lane Clark & Peacock LLP

Legal advisers



Q: Lastly, what do you enjoy doing in your leisure time?
A: Normally I would answer by saying I was a keen cyclist, riding
with a local club on the road and occasionally racing and
frequently crashing mountain bikes. However, I signed up for
a 100km row on the Thames this year and cycling has had to
take a back seat to relentless training for what is turning out
to be a very tough challenge.

J Howes of Towers Watson Limited

HSBC Bank plc
National Westminster Bank plc

Some personal data for scheme members (such as date of birth and salary) is required for the running of the Scheme, including
paying out the right benefits. The use of this data is regulated under the Data Protection Act, which places certain responsibilities
on those who exercise control over the data (known as “data contollers” under the Data Protection Act). Data contollers would
include the trustees of the Scheme, and, in certain circumstances, professional advisers to the Scheme. These may include the
Scheme Actuary and Towers Watson, who have provided further details at

http://www.towerswatson.com/personal-data
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Summary funding statement
Each year, the Scheme Actuary carries
out a formal assessment of the Scheme’s
financial position, with a full actuarial
valuation being carried out every three
years. The results compare the value of the
Scheme’s assets with the amount required
to pay members’ benefits (the Scheme’s
‘liabilities’). The calculation of the Scheme’s
liabilities requires assumptions to be made
- for example, how long people will live,
future investment returns and inflation
rates.
There are different types of assessments
depending on their purpose, including
the ongoing assessment and the
discontinuance assessment. There are

contributions Royal London should make
in the future.
As stated before, the most recent formal
actuarial valuation was undertaken as
at 31 December 2013. The results of the
valuation indicated that, on the ongoing
basis, the Scheme’s assets were in surplus
of the amount needed to cover the liabilities
accrued to the valuation date. The surplus
was £60 million, a funding level of 103%.
The Scheme Actuary’s estimated financial
assessment of the Scheme as at 31
December 2014 showed, on the ongoing
basis, a deficit of £59 million, representing
a funding level of 98%. The deterioration
in the Scheme’s funding position between

would be paid.
If the Scheme were to be discontinued, one
option would be for the Trustee to seek to
buy insurance policies with an insurance
company, which would then become
responsible for paying members’ benefits.
This is known as a buy-out.
The Scheme Actuary has estimated that on
this basis, at 31 December 2014 the Scheme
had a deficit of around £1,329 million and
enough money to provide around 64% of
members’ guaranteed benefits (excluding
provision for any future increases which
were not guaranteed). The position has
deteriorated since 31 December 2013, when
the Scheme Actuary estimated that assets

Financial assessment 				
Year

Assets
£2,329
million

Liabilities

Surplus
(Deficit)

£ million

£ million

£ million

%

%

31 Dec 14

2,329.0

2,387.8

(58.8)

98

64

31 Dec 13

2,155.8

2,095.5

60.3

103

72

other assessments for various statutory
purposes such as the basis for calculating
contributions to the Pension Protection
Fund. The results of these assessments will
differ, chiefly due to the varying investment
return assumptions which it is appropriate
to adopt. The financial position of the
Scheme was assessed on an ‘ongoing’
and a ‘discontinuance’ basis at a formal
actuarial valuation as at 31 December 2013.
The financial position on an ongoing’ and
a ‘discontinuance’ basis was also estimated
on 31 December 2014.
The assets and liabilities referred to
throughout this section of the report
exclude any assets backing benefits secured
by additional voluntary contributions
(AVCs) paid by Scheme members. The
liability valuations also exclude any
allowance for advance funding for future
discretionary pension increases.
Ongoing assessment
The ongoing assessment assumes
that the Scheme will continue to be
supported by a strong Sponsoring
Employer in the future and therefore
adopts investment assumptions based on
prudent expected long-term returns. It is
also used to determine for the “Schedule
of Contributions” the level of any

31 December 2013 and 31 December 2014
was principally driven by a reduction in
yields on government bonds.
In previous discussions with the Company,
the Trustee has agreed to Royal London’s
proposal to remove allowance for advance
funding for future discretionary pension
increases. In consequence, Royal London
is required to make payments to fund any
discretionary increases that the Company
may decide to award should the Scheme
be in deficit at that time.
Discontinuance assessment
The discontinuance assessment is based
on the assumed conservative investment
strategy that the Trustee might adopt
if Royal London became insolvent and
unable to support the Scheme, or if
Royal London decided to discontinue its
involvement with the Scheme.
In the latter case, the Company would
be required to provide substantial funds
on this discontinuance basis, sufficient to
eliminate any deficit.
Under either scenario, no further new
benefits would be accrued and no more
regular employee or employer contributions
would be paid. The assessment assumes
that no new discretionary pension increases

		
Funding Level
Ongoing
Discontinuance

would cover around 72% of the guaranteed
liabilities, representing a shortfall of
around £843 million. This was mainly
due to falls in government bond yields, on
which all of the liabilities are measured.
The Trustee is required by law to provide
you with information on the Scheme’s
discontinuance position. It does not imply
that there is any intention, on the part of
either Royal London or the Trustee, to
discontinue the Scheme.
Royal London’s responsibilities and
security of Members’ benefits
Royal London is responsible for ensuring
that the Trustee is in a financial position
to honour the benefit promises made
to Scheme members by the Company.
Provided Royal London remains solvent,
it is required to maintain the funding of
the Scheme, and members’ guaranteed
benefits may not be reduced.
In the event of Royal London becoming
insolvent without sufficient funds to meet
a prescribed test, the Pension Protection
Fund (PPF) might take over the Scheme
and pay compensation to members.
However, the PPF would not cover all
the benefits provided by the Scheme.
Further information can be found on the
PPF website at www.ppf.gov.uk
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Payment to Royal London and Regulator actions
In compliance with legislation, the Trustee is able to confirm that:
• there has not been any payment to Royal London out of the Scheme’s funds in the previous twelve months,
• the Scheme has not been modified by the Regulator, and
• no directions or Schedule of Contributions have been imposed on the Scheme by the Regulator

Message from Royal London

Royal London as a responsible sponsor
of the Scheme

2014 was a successful year for Royal London. The business
performed well in almost every area, delivering significantly
higher sales of most key products than in 2013. Royal London
also engaged in the most comprehensive rebranding exercise
in its 150-year history, absorbed significant acquisitions and
launched a range of exciting new products.
Royal London achieved a strong underlying operating result
in 2014, with strong new business in the Intermediary division

and continued successful performance by the Wealth division.
Royal London also continued with the integration of Cooperative Insurance Society (CIS) and its subsidiaries and The
Co-operative Asset Management Limited (TCAM) operations
within existing businesses and completed the Part VII transfer
of the CIS insurance business.
European Embedded Value (EEV) operating profit from
continuing operations before tax and exceptional items
increased by 12% to £220m (2013 £196m). The increase is due
to strong new business performance and increased profitability
from the Group’s existing business. Excess regulatory capital
has increased by 23%. The transfer of the assets and liabilities of
RL (CIS) Limited into a separate sub-fund of Royal London
in December 2014 had a significant impact on the regulatory
capital position.
Key Developments in 2014
Last November, Scottish Life rebranded as Royal London
and Caledonian Life followed in December, rebranding to
Royal London Ireland.
In 2015 our Bright Grey and Scottish Provident businesses will
combine to become a single life assurance business operating
under the Royal London brand.
Royal London are making a big contribution to the success of
auto-enrolment, where employees are automatically enrolled in
a workplace pension. Sales have doubled and Royal London
have put considerable resource into creating a high-quality
offering that represents excellent value. Another key
development was the launch of the new direct-to-consumer
offering, with the first products rolled out in the latter part of
the year.
Further information about Royal London can be found on our
website at: www.royallondon.com

From humble beginings
in 1861...
The Royal London History book is available free of charge to
members from our Gracechurch Street reception. We have both
softback or a limited number of hardback copies.
Please note that our sought after History books will be allocated
on a first come first served basis.
Thank you.
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Summary of Scheme experience
in 2014
The summary information about experience in 2014 shown here provides further
background to the Summary Financial Statements and the explanatory notes on page 9.
Scheme Membership

Member Category

The overall Membership of the Scheme has continued to reduce
during the year as the Scheme matures.

Active Members

Contributions paid

Pensioner Members

Royal London and active Members paid contributions to
the Scheme in 2014 as provided in the approved Schedule
of Contributions. The amounts, together with the 2013
comparators, are shown in the table (right).
Contributions received decreased in 2014 by £6.2 million due to
an augmentation to fund pension increases not being required in
2014, as the Scheme was in surplus.
Pension increases

31 Dec 14

31 Dec 13

1,014

1,084

11,749

12,104

8,577

8,543

Beneficiaries

2,168

2,196

Life cover only Members

1,456

1,479

24,964

25,406

Deferred Members

Total

		
Active Members' contributions

Since the last annual summary report, pension increases
Royal London contributions
have been awarded to all pensioners reflecting the
Total
provisions of the Scheme’s Trust Deed and Rules. Discretionary
pension increases were awarded by the Sponsor, Royal London,
to membership categories not covered by guarantees. Members in receipt of a pension
will have been notified individually of their increase.

31 Dec 14
£’000

31 Dec 13
£’000

1,735

1,999

6,222

12,140

7,957

14,139

Year to
31 Dec 14

Year to
31 Dec 13

12.4%

9.1%

13%

7.6%

Pension benefits increased by £2.3 million due to pension increases during 2014 and an
increase in the number of pensions in payment.
More information on pension increases and the revaluation applied to deferred pensions
can in found in the full annual report and financial statements.
Scheme investments
During 2014 the value of the Scheme’s assets, including Additional Voluntary
Contributions (AVCs), increased by £173.5 million to £2,332.6 million from £2,159.1
million.
The Scheme’s investments achieved a return of 12.4%, 0.6% below
the benchmark.
Overall the investment manager ‘RLAM’ has continued to perform
above the benchmark for the three year performance, which was
0.7% per annum above the benchmark.
The Scheme’s investment asset allocation is shown on page 9.

RLGPS Performance (RLAM)
Benchmark Performance

Above/Below benchmark

Summary financial statements
The tables (opposite) are a summary of the figures shown in the 2014 Annual Report
and Financial Statements of the Scheme, which were independently audited by
PricewaterhouseCoopers LLP. The audit report was unqualified and the auditor’s
statement about contributions to the Scheme was also unqualified.
AVCs are not included in the asset figures used in the funding position assessments
provided on pages 2 and 6.

You can find the full annual report and financial statements along with this
report and the guide on the Company website:

www.royallondon.com/about/annual-reports/

(0.6)%

1.5%
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Summary of annual audited f inancial statements
2014
£million

Fund account
Contributions received

2013
£million		Explanatory Notes

8.0

14.2

Contributions paid by employees and Royal London.

Investment income

64.1

68.7

Income from investments, less investment expenses.

Total income

72.1

82.9

   (78.5)

(76.2)

Pensions and other benefits paid out to Members
and dependants.

Payments to leavers

(6.1)

(4.4)

Amounts paid out of the Scheme either as refunds
of contributions or transferred to other schemes.

Expenses

(3.0)

(2.6)

Administration and other fees required
for general management of the Scheme.

Total expenditure

(87.6)

(83.2)

Change in investment market values

189.0

114.1

Increase in fund in the year

173.5

113.8

Net assets of the Scheme
at the beginning of the year

2,159.1

2,045.3

			

Net assets of the Scheme
at the end of the year

2,332.6

2,159.1

Value of the Scheme at the beginning of the year
plus increase in funds in the year.

Pension benefits

				

Total of income less expenditure plus change in
investment market values.

			

Assets			
Investment assets
Current assets
Current liabilities
Net assets of the Scheme
at the end of the year

2,159.2

Amount held in long-term investment assets.

4.5

2.1

Amount owed to Scheme on a short-term basis.

(1.9)

(2.2)

Amount the Scheme owes on a short-term basis.

2,332.6

2,159.1

Investment assets plus current assets less current liabilities.

Investment assets allocation mix

2014

On 31 December 2014 , the Scheme held investment
assets in the proportions shown below.

27.6%

28.5%

UK Property

High yield bonds

2.4%

UK equities

4.8%

Overseas
equities

Index-linked securities

7.4%

11.7%

17.6%

UK corporate
bonds

2,330.0

Other investments
including
Cash & AVCs

3.3%

4.7%

3.2%

17.5%

17.2%

26.0%

28.1%

2013
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Budget 2014
- Freedom and choice in pensions
The Chancellor’s March 2014 Budget announced a series of changes to pensions legislation, giving greater flexibility in the way people
access their pension savings at retirement. Effective from 6th April 2015, the changes mainly relate to “Flexible Benefits” which are
provided by defined contribution schemes (including additional voluntary contributions to defined benefit schemes) and therefore have
not altered the main benefits, known as “Safeguarded Benefits”, which are payable from the Royal London Group Pension Scheme,
“the Scheme”.
The table below shows a summary of the changes and what impact, if any, they have on you as a member of the Scheme.

What’s changed

What this means for you...

The trivial commutation limit was increased in March 2014
to £30,000 and the maximum size of a small pension pot that
can be taken as cash has increased to £10,000.

If you are over age 55 and have a pension of less than c.£1500 a year in
the Scheme, whether or not you are already receiving it, you may be
able to exchange it for a one off lump sum.

Trivial commutation is only available if the total pension
savings in all registered pension schemes are valued at less
than £30,000. A small pension pot cash sum does not take
into account the value of pension benefits in other pension
schemes.

If you may qualify for a trivial commutation or small lump sum you
will be notified within the retirement quotation provided.

The earliest age at which members can retire will increase
from age 55 to age 57 in 2028, and increase thereafter to align
at 10 years before State Pension Age.

Your Normal Retirement Age (NRA) in the scheme has not changed.
Depending on when you joined the Scheme, the earliest age at which
can retire earlier than NRA may have increased.

For Funds in defined contribution schemes (including
additional voluntary contributions in defined benefit schemes)
in addition to being able to choose to purchase an annuity,
members will be able to decide whether they prefer to take
the whole, or part, of their pots as a lump sum, or as a series
of ‘flexible drawdown’ payments. 25% will be tax free and the
other part will be taxed at marginal rate.

These changes do not apply to the Royal London Group Pension
Scheme as it is a defined benefit pension scheme. To access
the flexibility you would need to transfer to a suitable defined
contribution pension arrangement.

Exercising this option will place a restriction on the amount
of future pension savings that can be made.

Members of defined benefit schemes wishing to transfer to a
defined contribution arrangement must provide the Trustee
with evidence that they have taken advice, before the payment
can be made. Transfer values below £30,000 are excluded
from this requirement.
For defined contribution schemes only, members have a right
to transfer their benefits at any time before retirement.

Please note a decision to transfer from a defined benefit scheme to
a defined contribution arrangement cannot be reversed. A transfer
may not be appropriate for all members and you are required to seek
professional advice.
Additional voluntary contributions can be transferred, without
transferring the main benefit, to access a product which offers the
new flexibilities.
The Royal London Group Pension Scheme is a defined benefit
scheme, therefore you do not have a statutory right to a transfer value
once you are within 12 months of Normal Pension Age. In some
circumstances the Trustee may consent to a non statutory transfer
but there are certain differences in the terms, such as the absence
of a three month guarantee on the quotation. Additional Voluntary
Contributions can be transferred independently at any time.

The Government have introduced a ‘Pension Wise’ Guidance
Guarantee which will mean that all members of defined
contribution schemes have a right to free, impartial guidance
at the point of retirement.

These changes do not apply to the Royal London Group Pension
Scheme as it is a defined benefit pension scheme.

Individuals will be able to pass on their unused defined
contribution pension savings to any nominated beneficiary
when they die, without being subject to the current 55% tax
charge.

These changes do not apply to the Royal London Group Pension
Scheme as it is a defined benefit pension scheme.

Royal London Group Pension Scheme is a defined benefit scheme;
Pension Wise guidance is not relevant except in relation to any
additional voluntary contribution which are defined contribution.
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Member Update

Change to Lifetime Allowance
There are two allowances which limit the tax relief that
can be obtained through pension savings. Introduced by
HMRC in 2006, the Standard Lifetime Allowance (LTA)
limits the overall level of benefits and the Annual Pension
Contributions Allowance (AA) restricts tax relief on
contributions. Most people have previously been unaffected
by the limitations imposed by both the AA and the LTA,
however, as a result of HMRC reducing the threshold
at which the LTA applies, more people could now find
themselves in a position where they are potentially exposed
to the associated tax charge.
Lifetime Allowance (LTA)
- what is it and what’s changing?

7 things you need to know
about retirement

• You will automatically receive a quote around four months before

your Scheme Normal Retirement Age from our administrators,
Towers Watson. If you are thinking of retiring early you can request a
quotation from Towers Watson (contact details on page 12), current
employees should contact Staff Pensions.

• It’s not always possible to defer taking your pension beyond the due

date, your Normal Retirement Age. If you receive a normal retirement
quotation, do not ignore it – late settlement could affect your right to
exchange part of your pension for a lump sum or the tax you pay.

• You

need to authorise Towers Watson to carry out identity
verification checks and send a photocopy of the photograph page of
your passport, before benefits can be paid. They will send you a form
to complete with the quotation.

• You need to confirm the details of any lifetime allowance used in other

pension arrangements, so the administrator can check your benefits
are within HMRC limits. They will send you a form to complete with
the quotation.

• You will need to confirm your bank details to our administrators,
benefits cannot be paid by cheque.

• Pensions are paid directly into your bank account each month. The

first payment will be made on the next pay date following the date of
your retirement. If you choose to exchange part of your pension for
a lump sum on retirement, payment will also be made directly into
your bank account. This will be on your retirement date or at the
earliest opportunity after your retirement date. This is subject to all
forms, certificates and if applicable additional voluntary contributions
(AVCs) having been received. Please note the process for settling
benefits can take can take a little longer if you have AVCs, as your
fund has to be returned to the Trustee from the AVC provider.

• Once retired you will be able to view your monthly pension payslip,

access your pension details and update your address online. Shortly
after you retire you will receive letters from our administrators
(Towers Watson) with access details, followed by your password.

LTA is a cap on the value of pension savings you can have
before a tax charge applies. Although there’s no limit on
the amount of benefits that a pension scheme can pay an
individual, if the benefits paid total more than the individual’s
LTA at the time of drawing those benefits, a tax charge
called the ‘Lifetime Allowance Charge’ will be applied on
the difference between the LTA and the individual’s pension
benefits.
With effect from 6 April 2016 the LTA will reduce from
£1,250,000 to £1,000,000 which equates to a pension of
approximately £50,000 per annum. The Lifetime Allowance
will increase in line with the Consumer Price Index from
2018-19 onwards. If you think you may be affected by this
reduction, then you may wish to get advice and consider
applying for fixed protection 2016. The Annual Allowance is
not changing and remains at £40,000 per annum.
?

Special online service for
pensioner members

Pensioner members can now access details about their
pension on-line. The web-based tool allows pensioners
to see their on-line payslip each month as well as
providing other useful services such as:
1. You can change your address online.
2. You can also update your records with details of
your spouse/partner.
3. Did you know we currently issue you with a paper
payslip when your net pay changes by £2 or more
A history of electronic monthly payslips are
available online and you can print them off
if required. You can now switch to paperless
payslips. Visit the online service for details of
how to make this change, if you no longer
want to receive a copy by post.
To access this service, you should have received
log-in details from the Trustee’s administrators, Towers
Watson. If you have not, then please email:

royallondongroup@towerswatson.com
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Contact us if you are
changing your address
Should you be changing your home address, contact
details or banking arrangements in the forseeable future
then it is of the utmost importance that you inform us
here at the Scheme.

Making changes to any expression of wishes
for the distribution of death benefits?
As and when required, if you would like to make changes to any
expression of wishes for the distribution of death benefits then please
contact us:
Pensioners or ex-employees:

Current emloyees:

Towers Watson
1 Wellington Place,
Wellington Street,
Leeds,
West Yorkshire
LS1 4AP

Royal London Staff Pensions Team
Royal London House,
Alderley Road,
Wilmslow,
Cheshire
SK9 1PF

Discover
more about our
online service for
Pensioner members
on
page 11

Tel: 01625 605106
Email: staffpensions@royallondon.com

This communication is environmentally friendly

Please Help Us To Save Paper

It has been printed on paper which was produced using 100%
de-inked, post-consumer recovered fibre at a mill that has been
awarded the ISO14001 certificate for environmental management.
The pulp is bleached using an elemental
chlorine free process. It has also been
produced using vegetable based inks.

If you would prefer to receive your future annual reports via
email instead of a printed version, then let us know at:
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Tel: 0113 394 9307
Email: royallondongroup@towerswatson.com
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