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Scheme Circular: summary of contents 
There are two booklets in this Decision Pack, which make up the Scheme Circular. This booklet 
contains Part A of the Scheme Circular. 

Phoenix & London Assurance Limited
(Registered in England and Wales, registration number 894616. Registered Office: 1 Wythall 
Green Way, Wythall, Birmingham, B47 6WG)

Preface
The Scheme Circular has four Parts: - Part A, Part B, Part C and Part D. You should read each part before voting on 
the Scheme. 

Part A provides an overview of our proposal and explains how our proposed change would affect you. It highlights 
the main features of the proposal, including the potential benefits to you as well as the risks of the proposal, but does 
not cover all aspects. 

Part B provides greater details on the proposal, particularly:

• information on the reasons for the proposal;

• who has reviewed the proposal and what they say about it; and

• the voting and legal processes. 

Part A and Part B together form the Explanatory Statement. 

Part C contains the Scheme.

Part D contains the formal notice of the Scheme Meeting.

Terms used in this booklet are defined in the ‘Definitions’ section in Part B.
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Key Information
Action needed
The action you need to take is set out in section 8 (pages 33 to 35) of this booklet. Whether or not you intend to 
come to the Scheme Meeting, you should fill in and return the enclosed Decision Form (containing the options 
to vote for or against the Scheme or to opt out of the Scheme entirely) as explained in the instructions and 
notes on it. Guidance on ‘Filling in the Decision Form’ is also given in section 8 of this booklet. 

If you do not want your policy or policies to be included in the Scheme, you can ‘opt out’ of the Scheme by 
filling in the ‘opt out’ part of the Decision Form in line with the instructions and notes on it. 

You should return your Decision Form as soon as possible, and no later than 10am on 9 November 2009. You 
can return your form to us in the pre-paid envelope provided, or by hand, to:

Phoenix & London Assurance Limited 
c/o Computershare 
The Pavilions 
Bridgwater Road 
Bristol  
BS99 6AT. 

If you are not sure whether you are entitled to vote on the Scheme, please see section 1.7 of this booklet. 

The Board recommends that GPR Policyholders included in the Scheme who do not intend to retire before 2020 vote 
in favour of the Scheme at the Scheme Meeting.

Scheme meeting
The Scheme Meeting will be held at 10am on 11 November 2009 at Barber-Surgeons’ Hall, Monkwell Square,  
Wood Street, London, EC2Y 5BL. Notice of the Scheme Meeting is set out on page 109 of the ‘Scheme in detail’ booklet.

Scheme timetable

Stage Time and date

Latest time for us receiving the Decision Form: 10am on 9 November 2009

Scheme Meeting (registration starts at 9am): 10am on 11 November 2009

Result of the Scheme Meeting announced: 12 November 2009
(this may change)

Court Hearing to have the Scheme approved: 9 December 2009
(this may change)

Scheme becomes effective: 23:59 on 31 December 2009
(this may change)
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Customer Helpline
If you have any general questions about the contents of the pack you have received (referred to as the ‘Decision 
Pack’), please phone our Customer Helpline on 0845 601 0029. Lines are open Monday to Friday 9am to 5pm.  
Low call rates apply although costs can vary between telecom providers. If you are phoning from overseas, please 
call +44 (0)151 2555107. Calls may be monitored or recorded. Our Customer Helpline operators cannot provide 
financial advice.

You can write to us at:

LM09 Phoenix 
PO Box 30 
Liverpool 
L69 3HS.

You should consider getting financial advice about our proposed change and how it might affect your Policy. If you need 
financial advice and do not have a financial adviser, phone our helpline who can arrange to put you in touch with one. 

Important notes
Please note that when we refer to you ‘retiring’ in this booklet, we mean when you start to take the proceeds of 
your pension policy. You do not necessarily have to give up working to do this. Also, except where it says otherwise, 
everything in this booklet assumes that you will retire at the date stated in your policy.

The statements, information and opinions set out in the Decision Pack replace the information, statements and 
opinions contained in the Consultation Documents, and any other information, statements or opinions made by us, 
or on our behalf, before we issued the Decision Pack. So, you should only rely on the information, statements and 
opinions in the Decision Pack.

The Board has not authorised any person to give any statements, information or opinions that are inconsistent with 
the Decision Pack. 

We have based the Decision Pack on information available to us as at 1 September 2009. We cannot guarantee that 
such information has not changed since.
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Explanatory Statement 
In compliance with Section 897 of the Companies Act 2006 in relation to a proposal to be affected by a scheme of 
arrangement

between

Phoenix & London Assurance Limited

and its

Included Policyholders 
(as defined in this Explanatory Statement)
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Q  1.1 Who are you? 

 A  We are Phoenix & London Assurance Limited (the ‘Company’) and you have a with profits pension policy with us. 
In 2004 Royal & SunAlliance plc sold us to the Resolution Group. Since May 2008 we have been owned by Pearl 
Group, the largest manager of closed insurance funds in the UK.

 We used to be known as Sun Alliance and London Assurance Company Limited, so that name, or Royal 
SunAlliance, may appear on your policy documents.

Q  1.2 Why are you writing to me? 

 A We are writing to ask you to consider the proposal outlined in this Explanatory Statement and to vote on the 
change we propose to make. 

 In May 2009, we wrote to you and certain other policyholders with guaranteed pension rates (‘GPRs’) to tell you 
that we had received an excellent response to our proposal mailed in October 2008 and that, as a result, we would 
proceed to the next stage of introducing the proposed change. 

 The next stage involved asking the Court to agree that policyholders with GPRs included in the proposal should 
vote on whether the proposed change should go ahead. The legal process for making the change is known as a 
‘scheme of arrangement’, so we will refer to our proposal as the ‘Scheme’ in the rest of this Decision Pack.

 On 29 July 2009, the Court approved our request to invite certain Policyholders with GPRs to vote on the proposed 
Scheme (such Policyholders are referred to as ‘GPR Policyholders’ in this Decision Pack and their eligible policies 
as ‘GPR Policies’). The Court also agreed that the Scheme should allow any GPR Policyholder who does not want 
their GPR Policy to be included in the Scheme to ‘opt out’ and so keep their GPR. 

 You have been identified as a GPR Policyholder as you hold one or more GPR Policies.

 GPR Policyholders who do not opt out of the Scheme are referred to as ‘Included Policyholders’ and the policies 
they hold to be changed by the Scheme as ‘Included Policies’.

 This Explanatory Statement is designed to give you enough information to allow you and other GPR Policyholders 
to vote for or against the Scheme, or to opt out of the Scheme. If you opt out, your Policy would not be included 
in our Scheme and you would not be entitled to vote on the Scheme (because you would keep your GPR and 
so would not be affected by the Scheme if it went ahead). Please read each Part of the Explanatory Statement 
carefully, along with the rest of the Scheme Circular, and return your Decision Form to us by 10am on 9 November 
2009 (see section 8 of this booklet for more information on filling in the Decision Form). 

 Certain words and expressions used in this Explanatory Statement are defined in the ‘Definitions’ section of the 
‘Scheme in detail’ booklet. To help you identify these definitions, they are capitalised. Further explanations for 
expressions we frequently use are given in the booklet ‘Your pension policy explained’.

 1.3 Overview of the Scheme 

 This section of the Explanatory Statement contains a very brief overview of the Scheme. For a full explanation of 
the Scheme and its implications, please carefully read all of the Scheme Circular.

 We have identified a possible change to your GPR Policy which we think may improve it. The Scheme involves 
exchanging your GPR for:

	 •	 an	immediate	increase	in	the	value	of	your	GPR	Policy;	and	

	 •	 a	change	in	the	future	investment	strategy	in	relation	to	your	and	other	Included	Policies.

 

1 Introduction to our proposed change
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 Aims of the Scheme

 We expect the Scheme to provide: 

	 •	 a	high	likelihood	of	a	larger	fund	at	retirement	(referred	to	as	your	‘Retirement	Fund’);	

	 •	 a	high	likelihood	of	a	larger	Tax-free	Cash	sum	which	can	be	taken	from	your	Retirement	Fund;	and

	 •	 a	good	chance	of	a	higher	pension	at	retirement.

 Alternatively, it would provide a higher current fund (your ‘Current Fund Value’) that can be moved to another 
insurance company.

 We will continue to provide you and other Included Policyholders with the same Guaranteed Minimum Retirement 
Fund (and the same guaranteed minimum Tax-free Cash sum) if you retire on the retirement date stated in your 
GPR Policy.

 Provided the increase in your Retirement Fund arising from the Scheme is more than enough to compensate for 
the extra cost (if any) of buying a pension on the standard rates at the time, rather than the guaranteed rates, your 
Pension Income (the annual income you buy with your Retirement Fund, less any Tax-free Cash you take) would be 
higher. We have designed the Scheme so that there would be a good chance of your Pension Income being higher. 

 risks

 The main risk of the Scheme is that the size of your Pension Income may be smaller if returns on our future 
investments are low or pension rates are expensive when you retire (see section 1.6 of this booklet for more 
information). Your Retirement Fund (and the Tax-free Cash) when you retire could also be smaller if future returns 
are so low that they cancel out the increase we would make to your Current Fund Value. However, your Current 
Fund Value can never be less than the Guaranteed Minimum Retirement Fund if you retire on the retirement date 
stated in your GPR Policy.

 Importance of your retirement date

 The Scheme only applies to GPR Policyholders with retirement dates on or after 1 January 2020 (according to 
the information in our records on 31 July 2009). The reason for this is that for these Policyholders, we can be 
sufficiently confident that they have a good chance of receiving a higher pension under the Scheme (see sections 3 
to 4 of this booklet). If you expect to retire before 1 January 2020, or you do not want to be part of the Scheme, you 
can opt out (see section 7 of this booklet) and you will keep your GPR. 

 your right to opt out of the Scheme

 If you do not want to be included in the Scheme, you can opt out by completing the opt out part of the Decision 
Form and returning it to us in line with the instructions and notes on it. Please see section 7 of this booklet for  
more information. 

 your vote on whether the Scheme goes ahead

 Included Policyholders can vote on whether the Scheme should go ahead. For the Scheme to be approved, the 
law requires a majority in number representing three-quarters in value (where value is the value of the GPR to be 
exchanged) of those Included Policyholders who actually vote. If the Scheme is approved, and the Court agrees, 
the Scheme will become binding on all Included Policyholders regardless of how they voted or whether they voted 
at all. For more information on the legal process, see section 3 of the ‘Scheme in detail’ booklet.

Q  1.4 How does a With Profits Policy like mine work?

 A To help you understand the Scheme, we have produced a leaflet called ‘Your pension policy explained’. This is 
included in this Decision Pack. 

 If you would like to read more detailed information on With Profits Policies in general, please see section 7.1  
of the ‘Scheme in detail’ booklet, or our guide ‘How we manage the Phoenix & London Assurance Limited  
With Profits Fund’, which we sent you in 2006. You can get a copy of the guide from our website at  
www.phoenixlifegroup.co.uk/individual (please see the Appendix of the ‘Scheme in detail’ booklet for more detail).

 If you do not think you are a GPR Policyholder, you may want to ask your financial adviser to give you details of 
your involvement with us, or you can contact us.
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Q  1.5 What is my GPr and when is it of value to me? 

 A Your GPR depends on several factors, for example:

	 •	 your	age	when	you	retire;

	 •	 whether	you	are	male	or	female;	and

	 •	 how	your	pension	is	paid.

 The table below shows the GPRs (expressed as the annual Pension Income which a retirement fund of £1,000 
would buy) for both men and women at several retirement ages between 50 and 75, assuming that a GPR applies 
at that age for your With Profits Policy. 

 The rate is for a pension which does not increase once it has started to be paid, is paid at the start of each month, 
and is paid for at least five years, even if you die earlier than that.

 

Annual Pension Income
(for every £1,000 of Retirement Fund)

Age at retirement Men Women

50 £69.44 £65.79

55 £76.63 £70.92

60 £86.58 £78.43

65 £100.00 £88.50

70 £117.65 £102.04

75 £138.89 £120.48

 For comparison, on 31 December 2008 the average amount of pension which £1,000 would have bought from the 
three most competitive insurance companies was £71.10 for men aged 65 and £60.61 for women age 60 (Source: 
Moneyfacts, December 2008).

 Any part of your pension which is or was used to contract-out of the State Earnings-Related Pension Scheme or 
the State Second Pension (see section 5.8 of this booklet) only has a guaranteed rate at age 60 for women and 65 
for men.

 From 6 April 2010, in most circumstances it will no longer be possible to retire before age 55. 

 Your GPR will be valuable to you if, when you retire, the standard rate at which you can buy a Pension Income 
using your Retirement Fund is lower than your GPR. This means you can get a higher Pension Income for your 
money by using the GPR.

 At the moment, your GPR is valuable because it is a lot better than standard rates (because interest rates are low 
and because people are also now living longer than was previously expected). 

 As an example, for a man retiring at 65 at the end of 2008, the GPR would have bought 40% more pension income 
than the standard rates would have bought. 

 Nobody knows what standard pension rates will be when you retire, as these depend on interest rates at that time 
and on how long people are then expected to live.

 If you want to find out what your GPR is, please contact us.
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Q  1.6 What is your proposed change and what are the benefits and risks? 

 A Policies such as yours have a Guaranteed Minimum Retirement Fund (which provides a minimum fund when you 
retire). We have to invest conservatively so we can pay this minimum, irrespective of how investment markets 
perform in future. This means that the chance that GPR Policyholders will receive more than the Guaranteed 
Minimum Retirement Fund is, in most cases, very low.

 Our proposed change involves removing the GPR from your With Profits Policy and from other individual pension 
With Profits Policies with retirement dates 10 years or more ahead of 1 January 2010 (the date at which we intend 
to implement the change, if it is approved).

 In exchange for this we would immediately increase your Current Fund Value. (We would be able to do this as a 
result of being able to free up the money we have set aside to provide for the GPRs on With Profits Policies included 
in the Scheme). We would also change our investment strategy to invest more in company shares and commercial 
property, which we would expect to have a good chance of producing higher returns in the long term.

 This would give you a:

	 •	 	high	likelihood	of	a	larger	Retirement	Fund	when	you	retire,	as	a	result	of	both	the	increased	Current	Fund	Value	
and	the	different	way	in	which	we	would	invest;

	 •	 high	likelihood	of	a	larger	Tax-free	Cash	sum	at	retirement;	and

	 •	 	good	chance	of	a	higher	pension	when	you	retire	(as	there	is	a	good	chance	that	the	increase	in	your	Retirement	
Fund would more than offset the absence of a GPR).

 However, when you retire you would have to use your Retirement Fund to buy your Pension Income, from us or 
from another insurance company, at the rates available at the time. These are currently significantly worse than your 
guaranteed rate, and still could be when you retire.

 There is a small risk that your Retirement Fund (and so your Tax-free Cash) could be lower. This would only happen 
if the future returns on our new investments were so low that they cancelled out the increase to your Current Fund 
Value. Even then, your Retirement Fund at your Stated Retirement Date could never fall below your Guaranteed 
Minimum Retirement Fund, which would not be changed. The value of your policy could also move up and down 
more as it builds up over the years. 

 There is also a risk that standard pension rates could be more expensive than we currently expect when you retire. 
This could lead to your Pension Income being lower than it would have been without the change, particularly if your 
Retirement Fund has not increased as much as we expect because our changed way of investing has earned a 
lower rate than we expected.

Q  1.7 How do I know if I am included in the Scheme? 

 A You are a GPR Policyholder and so can vote on or opt out of the Scheme. The Voting Value section of your Decision 
Form enclosed in your Decision Pack sets out the GPR Policies which you hold (according to our records). If you 
think you have other GPR Policies that are not listed in the Decision Form, please contact us so that we can update 
our records, if appropriate.

 Our proposed change affects you if you have an individual pension With Profits Policy which has a Stated 
Retirement Date on or after 1 January 2020 and has a GPR, unless you opt out of the Scheme or your Policy no 
longer exists at the date the Scheme becomes effective. 

 More information is given in section 4 of the ‘Scheme in detail’ booklet.

 Other people may be GPR Policyholders in respect of your GPR Policy or have an interest in it (for example, 
co-trustees, receivers and, if appropriate, trustees in bankruptcy or sequestration). Former spouses or partners 
who benefit from an earmarking order, may also be a GPR Policyholder in respect of your GPR Policy or have 
an interest in it. In these circumstances, please tell those people about the change. They can get a copy of the 
Decision Pack from our website at www.phoenixlifegroup.co.uk/individual or by contacting us.
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Q  1.8 Why are Policies with Stated retirement Dates before 1 January 2020 not included 
in the Scheme? 

 A Because of the ups and downs of investment markets, we think that 10 years is the shortest period over which 
GPR Policyholders can be sufficiently confident of benefiting from the Scheme. If you are considering retiring 
before 1 January 2020, we recommend that you consider opting out of the Scheme (please see section 7 of  
this booklet). 

Q  1.9 Would your proposed change apply to all parts of my With Profits Policy?

 A The Scheme will not apply to any part of your With Profits Policy:

	 •	 where	the	Stated	Retirement	Date	is	before	1	January	2020;	or

	 •	 which	the	GPR	does	not	apply	to.

 GPRs do not apply to any parts of a With Profits Policy that result from:

	 •	 	an	increase	in	your	regular	contribution,	or	from	a	one-off	single	contribution	received	after	30	November	1998,	
or after 31 July 1999 if your Policy is one of our Section 32 Transfer Plan Policies (unless your Policy is a Section 
226 Pension Policy issued between February 1981 and June 1998, in which case, the changes apply to all parts 
of	that	GPR	Policy);	or

	 •	 a	National	Insurance	Contribution	rebate	received	on	or	after	1	July	1999.

 The Scheme would only apply to Policies with a GPR which have a Stated Retirement Date 10 years or more 
ahead, so the Stated Retirement Date in your Policy would need to be 1 January 2020 or later for your Policy to be 
included in the Scheme. If you intend to retire at a different date to the one stated in your GPR Policy, please see 
sections 5.5 and 5.6 of this booklet. 

 The Scheme would also not apply to GPR Policyholders who opt out of the Scheme. All GPR Policyholders who 
opt out would be treated in the same way as an Excluded Policyholder. Please see section 7 of this booklet for 
more information. 

 Your Personal Illustration in the Decision Pack shows the effect we expect the Scheme to have on your GPR Policy 
as a whole. If the Scheme does not apply to some parts of your GPR Policy, the contribution those parts make to 
the total benefits shown on your illustration will be the same with or without the changes under the Scheme.

 The table below provides an example:

 

Projected Retirement Fund

Before the change After the change

Part of policy started on or before 
30 November 1998

£20,000 £40,000

Part of policy started after  
30 November 1998

£10,000 £10,000

Whole policy £30,000 £50,000

 Please see section 5 of the ‘Scheme in detail’ booklet for more information on what part of your GPR Policy will be 
included in the Scheme.
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Q  1.10 When could the change be made to my GPr Policy? 

 A If the Court approves the Scheme, we expect it to come into effect at 23.59 on 31 December 2009, or any later time 
the Court orders. (See section 13.5 of the ‘Scheme in detail’ booklet for more information). 

 This means that, if you do not opt out of the Scheme, the GPR will be removed from your GPR Policy (and all other 
Included Policies) on that date, and we will increase your Current Fund Value at the same time. 

 We will not know the amount of money freed up as a result of removing GPRs from the Included Policies until  
after the end of 2009, as it depends on economic conditions and other factors that apply at that time. This means 
that the immediate increase made to your GPR Policy on 31 December 2009 will be a provisional one based  
on similar principles (but using earlier dates) to those we will use to work out the final figure as explained in the 
next paragraph. 

 After the provisional increase, we will work out our final figure to reflect the economic conditions and other  
factors that apply as at 31 December 2009. We expect to be able to decide the final figure by 1 January 2011.  
An Independent Actuary will assess the fairness of the provisional and final figures and will comment on this in  
the reports we will make available to Policyholders. 

 Please see section 7.3.4 of the ‘Scheme in detail’ booklet for more information on transferring out, switching out  
or retiring under your Included Policy (or where it otherwise ceases to be in force, for example, on death) before  
1 January 2011.

Q  1.11 What if I transfer funds out of my GPr Policy or retire before the Scheme becomes effective? 

 A If you transfer funds from your GPR Policy before 1 January 2010 (the date the Scheme may come into effect), you 
will not receive the immediate increase to your Current Fund Value. This also applies if you retire before 1 January 
2010, although you may still be able to use your Retirement Fund to buy a pension from us at a guaranteed rate if 
your policy allows this. 

 The factors above will apply equally if you terminate part of your GPR Policy before 1 January 2010 (by transferring 
out, switching out or retiring), in which case you will only benefit from an increase on the part of your Current Fund 
Value which remains with us. Also, if you reduce your contributions to your GPR Policy before 1 January 2010, the 
value of your GPR that we consider when working out the increase to your Current Fund Value will be less than it 
would otherwise have been. Please see sections 5.5 to 5.9 of the ‘Scheme in detail’ booklet for more information on 
the effect that changes to parts of your GPR Policy will have if the Scheme goes ahead.

 If you are considering doing any of the above, we recommend that you seek independent financial advice.

Q  1.12 Who else may benefit from the Scheme?

 A Our owners, Pearl Group, may benefit. Please see section 6.1 of this booklet and section 6.1 of the ‘Scheme in 
detail’ booklet for more information.

Q  1.13 What is the PPfm and what are the proposed changes to it?

 A Our ‘Principles and Practices of Financial Management’ (‘PPFM’) document sets out in detail how we manage 
our With Profits Fund. ‘Principles’ are statements about the standards we apply, and ‘practices’ are more detailed 
statements on how we run the With Profits Fund. We also produce a customer-friendly version of the PPFM known 
as the ‘CFPPFM’ and entitled ‘How we manage the Phoenix & London Assurance Limited With Profits Fund’. The 
proposed change would mean that we have to make some small changes to our PPFM. These are described in 
section 7.10 of the ‘Scheme in detail’ booklet.

 Both the PPFM and the CFPPFM are on our website at www.phoenixlifegroup.co.uk/individual. Please see the 
Appendix of the ‘Scheme in detail’ booklet on how to obtain copies of these documents.
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Q  1.14 What effect will the Scheme have on the Company’s financial position?

 A We do not expect the Scheme to have any significant effect on our financial position. We will use the money we 
had set aside to cover the cost of paying GPRs on Included Policies to increase the Current Fund Values of those 
Included Policies.

 One of the principles of the Scheme is that the value our owners place on us will not increase as a result of the 
Scheme. For more details on this, please see section 6.1 of the ‘Scheme in detail’ booklet.

Q  1.15 Why are you doing this?

 A We believe that we have identified a way of making a change to your and certain other GPR Policies which is 
likely to improve the retirement benefits of holders of those GPR Policies. The Scheme gives you the choice as to 
whether you wish to benefit from the proposed change. 

 1.16 Impact of present economic situation

 Despite the recent turbulence in the financial markets, we are firmly behind our proposal and still believe it should 
improve your Retirement Fund. This is because:

	 •	 	the	change	would	see	no	more	than	45%	of	your	GPR	Policy	invested	in	company	shares,	with	the	rest	invested	
in commercial property and fixed-interest stocks. (More than half of the fixed-interest stocks will be backed by 
the	government.);	

	 •	 	despite	recent	circumstances,	company	shares	and	commercial	property	can	still	be	expected	to	produce	a	
higher	return	than	fixed-interest	stocks	over	periods	of	10	years	or	more,	although	this	cannot	be	guaranteed;	
and

	 •	 	we	would	not	make	all	the	investment	changes	straight	away,	but	would	let	our	Investment	Managers	decide	
when it would be best for Included Policyholders to make the change.

 Also, as your Policy gets closer to retirement, our strategy is to reduce the amount invested in company shares and 
commercial property and put more into fixed-interest stocks. This would provide extra protection against future falls 
in share and property prices as you approach retirement.

Q  1.17 How do I opt out of the Scheme? 

 A We have prepared this document to allow you to consider the proposal. You should carefully read each Part of 
this Explanatory Statement, together with the rest of the Scheme Circular, before deciding if you want to opt out  
of the Scheme.

 In the Decision Pack there is a Decision Form that you can use to opt out. If you do not want to be part of the 
Scheme, you can ‘opt out’ by using the opt out part of the Decision Form and returning it to us in line with the 
instructions and notes on it. See section 7 of this booklet for more information.

Q  1.18 How do I vote on the Scheme? 

 A The Court has given us permission to ask Included Policyholders to vote on whether the Scheme should 
go ahead. As mentioned, we have prepared this document to allow you to consider the proposal. You should 
carefully read each Part of this Explanatory Statement, together with the rest of the Scheme Circular,  
before voting.

 A formal vote will take place at the Scheme Meeting. In the Decision Pack there is a Decision Form that you can 
use to vote. you should fill in and return the voting part of your Decision form in line with the instructions 
and notes on it, whether or not you come to the Scheme meeting. For more information on filling in and 
returning the Decision Form, see section 8 of this booklet.

 If you send us your Decision Form (with the voting part filled in), you can still attend the Scheme Meeting to vote  
in person.
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Q  1.19 How can I get help if I am not sure what to do? 

 A If you have any general questions about the contents of the Decision Pack, please phone our Customer Helpline 
on 0845 601 0029. Lines are open Monday to Friday 9 am to 5pm. If you are phoning from overseas, please call  
+44 (0)151 2555107. Our Customer Helpline operators cannot provide financial advice. 

 You can write to us at:

 LM09 Phoenix 
PO Box 30 
Liverpool 
L69 3HS.

 You should consider getting financial advice about our proposed change and how it might affect your Policy. If you 
need financial advice and do not have a financial adviser, phone our helpline who can arrange to put you in touch 
with one.

Q  1.20 Have you made any changes to the Scheme since you wrote to me before?

 A We have not made any major changes to the Scheme since we first wrote to you about our idea in 2008. However, 
we have introduced the opportunity to opt out of the Scheme. Because of this, GPR Policyholders who intend to 
retire before 1 January 2020 (even though the retirement date on their policy is in 2020 or later) will not have to 
change their retirement date to avoid being affected by the Scheme as they can opt out instead.

 In light of current economic circumstances, we have also made a minor change to the Scheme in that we will give 
our Investment Managers more flexibility in deciding when they change the investment strategy. This will make 
sure that we sell fixed-interest securities, and buy shares and commercial property, at times which our Investment 
Managers consider to be more appropriate.

 1.21 recommendation 

 Our Board considers that the Scheme offers GPR Policyholders who do not intend to retire before 2020 potential 
advantages compared to the current way their GPR Policies work. 

 Our Board has carefully considered the Scheme, and it has been reviewed by the With Profits Actuary and the 
Independent Actuary. We have also consulted extensively with GPR Policyholders.

 Our regulator, the Financial Services Authority, has also reviewed the Scheme and does not object to us proposing 
it to GPR Policyholders.

 Our Board recommends that GPr Policyholders who do not intend to retire before 2020 vote in favour of the 
Scheme at the Scheme meeting.
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Q  2.1 What would happen to my Current fund Value if the Scheme is approved?

 A At present, we have to set aside a large amount of money so that we can provide pensions at the guaranteed 
rates, whatever the future may bring.

 If the Scheme is approved, this money would be freed up as we would no longer need to provide GPRs on  
the Included Policies. We would use this money to increase the Current Fund Values of your GPR Policy and  
other Included Policies. The increase would be made on 1 January 2010 (the date we intend to bring the Scheme 
into effect). 

 Please see section 7 of the ‘Scheme in detail’ booklet for a detailed description of how the Scheme will work.

Q  2.2 Why is my retirement fund very likely to be larger?

 A Your Retirement Fund is very likely to be larger because of:

	 •	 	the	increase	to	your	Current	Fund	Value	from	freeing	up	the	money	we	currently	set	aside	to	be	able	to	provide	
GPRs;	and

	 •	 the	higher	returns	we	can	reasonably	expect	from	the	new	investment	strategy.	

 If the Scheme is approved, we would be able to use the money freed up by no longer having to provide GPRs 
to increase Current Fund Values. All other things being equal, this would allow us to add higher Final Bonuses to 
your GPR Policy when you reach retirement. 

 But this is not all. We also have to be sure that we can provide a Retirement Fund at least equal to your 
Guaranteed Minimum Retirement Fund. To do this we have to invest conservatively so that the return from our 
investments is almost guaranteed.

 The increase to Current Fund Values allows us to be confident that we can provide all Included Policyholders with 
their Guaranteed Minimum Retirement Fund without having to invest in such a restricted way. We can then invest 
more in investments such as company shares with a high likelihood of earning a higher return in the long run. 
We would pass this extra investment return on to you in the form of further increases in Final Bonuses. For more 
information on how your GPR Policy would be invested, please see section 3 of this booklet.

Q  2.3 Is there a risk that my retirement fund could be lower?

 A For most GPR Policies, no. This is because for most GPR Policies we currently expect to only be able to provide the 
Guaranteed Minimum Retirement Fund. For these GPR Policyholders, the Retirement Fund cannot be any lower if the 
Scheme is approved. For more details about your Guaranteed Minimum Retirement Fund, please see section 2.4 of 
this booklet and section 7.1 of the ‘Scheme in detail’ booklet. Your Personal Illustration gives information on how your 
GPR Policy may be affected by the proposed change.

 For some GPR Policies, we currently expect to be able to add a Final Bonus (and so provide more than the 
Guaranteed Minimum Retirement Fund). For these Policies there is a small risk that if our idea went ahead, the 
Final Bonus could be lower, or even that we would not be able to add any at all. This would only happen if our 
investments performed so badly that they more than cancelled-out the extra money the suggested changes made 
available for the Final Bonus. We think this is very unlikely.

2 How would your proposed change affect me?
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Q  2.4 Would my Guaranteed minimum retirement fund stay the same?

 A Yes. All GPR Policies have a Guaranteed Basic Sum at the Stated Retirement Date, which has been increased by 
the Annual Bonuses we have added in the past. This amount, increased by any Annual Bonuses we might add in 
the future, would still be the minimum fund available to you at retirement if the Scheme is approved and is referred 
to as the Guaranteed Minimum Retirement Fund.

Q  2.5 Why is my tax-free Cash very likely to be larger?

 A Current tax law allows you to take up to 25% of your Retirement Fund as Tax-free Cash when you retire.

 Under the Scheme, there is a high likelihood that your Retirement Fund will be larger. So there is also a high 
likelihood that your Tax-free Cash sum will also be larger.

 If you are content with the level of Tax-free Cash you are currently expected to be able to take, you could, if the 
Scheme was approved, take only this amount of Tax-free Cash and use the rest of the fund to provide a higher 
Pension Income. This is shown in the ‘Alternative Illustration’ section of your Personal Illustration.

Q  2.6 Why would there be a good chance that my pension would be higher?

 A A higher Retirement Fund means that you would have more money to buy an annual Pension Income.

 Provided the Scheme meant that the increase in your Retirement Fund was more than enough to compensate for 
the extra cost, if any, of buying a Pension Income at standard rates rather than guaranteed rates, your Pension 
Income would be higher.

 We have designed the Scheme so that there would be a good chance of your Pension Income being higher.

 Your Personal Illustration shows the mid estimate of by how much your Pension Income might increase, firstly if 
you also take an increased Tax-free Cash sum when you retire and secondly if you take only the same amount 
of Tax-free Cash as you could before. It also includes lower and higher estimates of the effect the Scheme is 
expected to have on your Pension Income.

Q  2.7 Is there a risk that my Pension Income might be lower?

 A There is a risk that your Pension Income might be lower if:

	 •	 our	investments	earn	a	significantly	lower	return	than	we	expect;

	 •	 interest	rates	are	a	lot	lower	than	we	currently	expect	when	you	retire;	or

	 •	 when	you	retire,	people	are	expected	to	live	quite	a	lot	longer	than	we	currently	anticipate.

 Our analysis shows that these events, or a combination of them, are possible, but are relatively unlikely.

 Your Personal Illustration shows ‘Low’, ‘Mid’ and ‘High’ projections of how much your Pension Income might 
change if you also take an increased amount of Tax-free Cash when you retire.

 Your Personal Illustration also contains an alternative illustration which shows the extra projected Pension Income 
you could have if you choose to take the same amount of Tax-free Cash as you could before.

 If your ‘Low’ alternative illustration shows a lower Pension Income under the Scheme than before, you could 
decide to take less Tax-free Cash at retirement and use the rest to increase your Pension Income. See section 2.5 
of this booklet for more information.

Q   2.8 If I buy a Pension Income from you when I retire, would it still be guaranteed not to   
reduce once it starts?

 A Although there would no longer be a guaranteed rate at which you could buy a Pension Income, it would still be 
guaranteed not to reduce once it had started.
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Q  2.9 What value are you giving me for giving up my GPr?

 A When working out how much money we need to set aside to be able to provide pensions at the GPR, we assume 
that not everyone will use all of their Retirement Fund to buy a Pension Income at the GPR. This is because, in 
practice, many people will:

	 •	 take	25%	of	their	Retirement	Fund	as	Tax-free	Cash;

	 •	 transfer	their	Current	Fund	Value	away	from	us	before	they	retire;

	 •	 die	before	they	retire;

	 •	 retire	early,	when	their	Retirement	Fund	is	smaller	or	when	a	GPR	does	not	apply;	or

	 •	 	if	they	are	paying	regular	premiums,	stop	or	reduce	payments	before	reaching	the	retirement	age	in	their	 
GPR Policy. 

 As a result, we therefore make conservative assumptions, based on Policyholders’ current practice, about the 
proportion of pensions we will actually have to provide on guaranteed rates.

 As we have not put money aside to cover the GPR on the whole of every Retirement Fund, the With Profits Fund 
cannot, under the Scheme, give the full value of the GPRs to GPR Policyholders. The proportion we can give 
depends on the type of pension you have and on the retirement year shown in your GPR Policy. We will give every 
GPR Policyholder a good chance of benefiting from the Scheme, taking into account the expected benefit from 
the change to the way in which GPR Policies will be invested. An estimate of what immediate value we would give 
you for giving up your GPR is shown in the Current Fund Value section of your Personal Illustration. 

 The value of your GPR is directly related to the value of your vote for or against the Scheme. The value of your 
vote is shown on your Decision Form. Please see section 12 of the ‘Scheme in detail’ booklet for a detailed 
explanation of your ‘voting value’. 

Q   2.10 Would there be any other changes to the way my GPr Policy benefits are determined?

 A Currently, most With Profits Policies contribute to the costs of providing guaranteed amounts and rates. The 
contribution is largely made up of an annual charge (the ‘guarantee charge’) deducted from the investment return 
credited to With Profits Policies. This charge depends on the past and expected future cost of guarantees. For most 
With Profits Policies, the charge is currently 1.5% of the value of their policies each year. Any With Profits Policy 
which comes to an end before 1 January 2015 will have a further charge taken at the end date. There is also a 
deduction from the value of With Profits Policies that end early.

 At present, these guarantee charges are ‘capped’ at their current level. This means that we will not normally increase 
them in the future, even if the cost of providing guarantees goes up. However, if there is a very large increase in the 
cost of providing guarantees, we may increase the charges beyond their current ‘cap’. 

 Also, the cost of any capital provided by the shareholder of the Company or any external source to enable us 
to continue to meet our obligations can be deducted, as a ‘cost of capital charge’, from the investment return 
credited to the With Profits Policies each year. 

 If the Scheme is approved, we will split our With Profits Policies into two groups: 

 (i)  Included Policies

   The future guarantee charge and cost of capital charge on any GPR Policies, or parts of GPR Policies which 
have given up their GPRs, will be reduced to nil as part of the exchange for giving up the GPR. We are doing this 
because, among other reasons, most Included Policies currently do not, in effect, pay the charges as they can 
expect to receive no more than their guaranteed benefits, regardless of the investment return added to them 
each year. Any guarantee or cost of capital charge for this group will only be introduced again if our regulator 
agrees to this. (See section 7.4 of the ‘Scheme in detail’ booklet for more information). 
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 (ii)  Excluded Policies 

   The way we will apply the guarantee charge and cost of capital charge to GPR Policies or parts of GPR 
Policies not included in the Scheme is explained in section 6.2 of the ‘Scheme in detail’ booklet.

  In addition, any future business profits and losses will be determined separately for each group and this  
will not be changed without regulatory agreement (see section 7.7 of the ‘Scheme in detail’ booklet for  
more information).

  We would also make some changes to the way we work out Current Fund Values (see section 7.6 of the ‘Scheme 
in detail’ booklet for more information). 

 The figures shown in your Personal Illustration allow for these changes.

Q  2.11 Would the change affect the tax treatment of my benefits (or any future premiums paid)?

 A Confirmation has been received from HM Revenue & Customs that there would be no change to the tax treatment 
of Policies if the Scheme is approved.

 HM Revenue & Customs has also confirmed that, as far as the Company is concerned, the Included Policies will 
continue to form part of its pensions business if the Scheme becomes effective.

 If you are resident outside the United Kingdom, you should take advice on your tax position.

 However, please note that if your total retirement fund from this and any other pension arrangements you may 
have exceeds the ‘lifetime allowance’ in the year you take pension benefits or a lump sum is paid on your earlier 
death, an additional tax charge will be made on the benefits arising from the excess. For this purpose, your total 
retirement fund includes notional amounts in respect of any pensions from deferred benefit pension arrangements. 

 The lifetime allowance is £1,750,000 for the 2009/2010 tax year. It will increase to £1,800,000 for the 2010/2011 
tax year and will be frozen at this level until the 2015/2016 tax year. The Government will review the level of the 
lifetime allowance at the end of tax year 2015/2016. 

 If your retirement fund for your Included Policy and any other policies held by you is greater than the lifetime 
allowance (or your increased lifetime allowance if you have made a Primary Protection Election) when you take 
pension benefits or a lump sum is paid on your earlier death and, as a result of the Scheme, an additional tax 
charge is payable, we will meet this charge if you ask us to.

Q   2.12 Part of my Policy is ‘unit-linked’ rather than with profits. Would anything happen to this?

 A If part of your Policy is unit-linked rather than with profits, that part of your Policy is not included in the Scheme. 

 See section 3.6 of this booklet for more information.



Q   3.1 We invest in company shares, fixed-interest stocks and commercial property. What are the 
main differences between these types of investments?

 A	 •	 	fixed-interest stocks deliver a predictable return with a higher degree of certainty, especially where they are 
issued by the government of a major country or by a large and successful company. However, their value can go 
up and down from time to time in the shorter term.

	 •	 	Company shares provide a return which depends on the success of the company that issued them. Over longer 
periods of time, a range of shares from different companies can be expected to produce a higher return than 
fixed-interest stocks, although this is not guaranteed, and the value of shares will typically rise or fall to a greater 
extent in the shorter term.

	 •	 	Commercial property (offices, shops, etc) usually produces a return over the longer term between that of fixed-
interest stocks and company shares. Their values can also rise and fall, but are usually more stable than those of 
company shares.

 These three types of investment make up the ‘Investment Mix’.

Q   3.2 How do you currently invest my policy?

 A For most single-premium GPR Policies, we currently invest just in fixed-interest stocks so that we can be as sure as 
possible that the With Profits Fund can provide the Guaranteed Minimum Retirement Fund, whatever happens to 
investment markets in the future. However, this does mean that there is no opportunity for these Policies to benefit 
from the higher long-term returns likely from company shares and commercial property.

 For more than half of regular-premium GPR Policies (and some single-premium GPR Policies), we also invest partly 
in company shares and commercial property as the Guaranteed Minimum Retirement Fund is generally lower.

 How GPR Policies are currently invested is shown in the charts below.

 For both regular and single-premium GPR Policies, we choose the fixed-interest stocks so that they are due to pay 
out their face value at the same time as the GPR Policies reach the Stated Retirement Date. This further reduces 
the uncertainty of the eventual size of Retirement Funds.
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Fixed Interest 
Stocks 100%

Fixed Interest 
Stocks 50%

Company 
Shares 25%

Commercial 
Property 25%

Most single premium policies Most regular premium policies

3 How would my policy be invested?
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Q  3.3 What will be the investment strategy for GPr Policies in future? 

 A If the Scheme is approved, the way we invest the funds of Included Policies would change as follows:

	 •	 no	single-premium	GPR	Policies	would	be	invested	only	in	fixed-interest	stocks;	and

	 •	 the	proportion	of	company	shares	held	would	increase.	

 We expect this new Investment Mix to increase the return we receive, which would allow us to pay higher Final 
Bonuses producing higher Retirement Funds for Included Policyholders. However, the value of investments can go 
down as well as up. 

 In the chart below you can see our target Investment Mix for Included Policies after the Scheme becomes effective 
(but please also see sections 3.7 and 3.8 of this booklet).

 If you opt out of the Scheme, or if you have Policies or parts of Policies that are not included in the Scheme, your 
Investment Mix for those Policies or parts of Policies will not change if the Scheme is implemented.

Q  3.4 Why could you invest more in company shares if the Scheme went ahead?

 A At the moment, to be sure that we can provide a Retirement Fund at least equal to your Guaranteed Minimum 
Retirement Fund we have to invest conservatively so that the return is largely guaranteed.

 The money freed up by no longer having to provide GPRs would allow us to be confident that we can provide 
Included Policyholders with their Guaranteed Minimum Retirement Fund without having to invest in such a 
restricted way. We can then invest more in investments such as company shares with a high likelihood of earning 
higher long-term returns although with more variability and the risk of a lower return in some circumstances. 

Q   3.5 Why can’t you invest more in company shares and commercial property without me having 
to give up my GPr?

 A If we did this, and the value of those investments fell by a large amount, the With Profits Fund alone would no 
longer be large enough to pay out the Guaranteed Minimum Retirement Fund to every Policyholder with a GPR. 

Q  3.6 Do I have a choice of where my Policy is invested?

 A Yes, if you have a GPR Policy which allows you to switch your investment from the With Profits Fund to one or more 
of our unit-linked funds. This gives you more freedom for your GPR Policy to be invested as you wish. However, if you 
did this you would lose any GPR, as well as the Guaranteed Minimum Retirement Fund that you have. 

 If you are not sure whether you have this option on your Policy, please contact us.

 If you did switch your investment to a unit-linked fund before the Scheme was implemented, you would not receive 
any increase in your Current Fund Value for giving up your GPR. However, if the Scheme is implemented and you then 
decided to switch your investment, you could do so at any time with your increased Current Fund Value.

Fixed Interest 
Stocks 30%

Company 
Shares 45%

Commercial 
Property 25%
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Q   3.7 Would you still reduce the amount invested in company shares and commercial property 
when I get closer to retirement? 

 A Yes. As your Stated Retirement Date gets closer, we will gradually reduce the proportion of shares and commercial 
property and increase the proportion of fixed-interest stocks. This gradually reduces the uncertainty about the eventual 
size of your Retirement Fund. We would start to do this when your Stated Retirement Date is nine years away. 

 In addition, we would select fixed interest stocks, so that their value broadly moved up and down with the cost of 
buying a pension. This will partially offset the absence of a GPR. However, there is likely to be more variation than 
now in the expected cash amount of your Retirement Fund as you get closer to retirement. 

Q   3.8 Could you vary the way my Policy would be invested some time after the change went ahead?

 A Yes. From time to time, we might change the way your Included Policy is invested after the Scheme becomes effective.

 For example, we might change the Investment Mix if our Investment Managers believe that we could earn a 
better return for you by doing so (as long as the With Profits Actuary approves the change). We might also have to 
change the way your Policy is invested if we think this is necessary as a result of significant changes in pensions 
law (as long as the With Profits Actuary approves our assessment of the change in law).

 Finally, we might need to change the way your Policy is invested in extreme circumstances, for example where  
we need to make sure we continue to meet our regulatory capital requirements. Even if those extreme 
circumstances came about, we could only change the way your Policy is invested if the Financial Services 
Authority agrees to the change.

 For more information on the circumstances in which we might change the way we invest your Policy, and what 
approvals or regulatory agreement we would need, please see section 7.5 of the ‘Scheme in detail’ booklet.
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  Your Personal Illustration has been designed to help you to understand the main risks and benefits to you of the 
Scheme as it might apply to your GPR Policy (or GPR Policies).

  It is very similar to the personal illustration that we sent to you late last year when we first told you about our 
proposed change. The main difference is that it is now based on data as at 31 December 2008 and the temporary 
uplifts set out in the Scheme (other than Stated Retirement Dates, which will be based on those in our records as at 
31 July 2009), whereas the illustration we sent you last year was based on data as at 31 December 2007.

  In most Personal Illustrations, both the ‘before’ and ‘after’ values are a little lower than they were in the illustrations 
we sent you previously, as a consequence of the poor investment climate during 2008.

  4.1 the ‘before change’ Personal Illustration does not look like the illustration I normally receive

 Each year we send most pension Policyholders an annual statement. This includes a Statutory Money Purchase 
Illustration (SMPI) which, in many cases, we are legally required to provide you in a standard form. The Personal 
Illustration document which is included in the Decision Pack is different. This is because it has been specially 
produced to draw attention to the important features of the Scheme before you cast your vote. 

 The main differences between your Personal Illustration and your SMPI are:

	 •	 	your	SMPI	is	expressed	in	‘today’s	money’,	meaning	that	the	projected	Pension	Income	is	reduced	to	allow	for	
the fact that, if inflation continues, each pound of your Pension Income will buy less than it does today. Your 
Personal	Illustration	is	not	adjusted	for	future	inflation	in	this	way;

	 •	 	your	SMPI	does	not	allow	for	your	GPR,	whereas	your	Personal	Illustration	in	this	Decision	Pack	does;	and

	 •	 	your	SMPI	assumes	that	the	Pension	Income	you	buy	at	retirement	will	continue	at	50%	of	its	original	level	to	
a surviving spouse or partner and that it will increase each year in line with inflation. Your Personal Illustration 
assumes that your Pension Income remains level once it commences, and that your Pension Income will not 
continue to a surviving spouse or partner (except for any part of your policy used to contract-out, where a 50% 
continuing pension is assumed – see section 5.8 of this booklet for information on contracting-out). 

 On request, we also issue individual illustrations for all types of policy which are not expressed in inflation-adjusted 
amounts. These are more comparable with the illustration we have sent you in this pack, although they do differ in  
a number of ways. Reading the ‘Important notes’ on your illustration is recommended.

Q  4.2 How have you determined the ‘Low’, ‘mid’ and ‘High’ projection?

 A Your Personal Illustration takes into account what is known about the past behaviour of investment markets, interest 
rates and changes in how long people are expected to live. This has enabled us to work out a range of different 
outcomes for your Retirement Fund and Pension Income if the Scheme is approved.

 We have used an economic model which takes into account the ways in which different types of investment can 
change in value over time. It also takes into account the different ways in which expected lifespans could change 
in the future. This is explained in more detail below. 

 We use the model to calculate the chance of particular different outcomes happening. 

 One projection is labelled ‘Low’ and the model tells us that there is only a 10% (1 in 10) chance of the actual 
outcome being worse than this.

 A second projection is labelled ‘Mid’ and the model tells us that the actual outcome is equally likely to be higher or 
lower than this i.e. the mid point.

4 Understanding my Personal Illustration
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 A third projection is labelled ‘High’ and the model tells us that there is only a 10% (1 in 10) chance of the actual 
outcome being better than this.

 The ‘guaranteed minimum’ values reflect that your GPR Policy has a Guaranteed Minimum Retirement Fund at the 
Stated Retirement Date.

 There are a number of different economic models which we could have used. If we had used a different model, 
it is likely that the three illustrations would have been different. However, the Independent Actuary considers that 
the relevant features of the model used fall within a range that could generally be considered reasonable and 
that the modelling is suitable for the purposes of the Scheme and for providing Personal Illustrations to relevant 
policyholders as part of the Scheme voting process. 

 For information on the views of the Independent Actuary, please see section 9 of the ‘Scheme in detail’ booklet.

Q  4.3 What investment returns and pension rates are used in your model?

 A The economic model we have used to produce the Personal Illustrations produces a number of predictions about 
average annual rates of return from our investments and standard pension rates in the future. 

 The tables below show the predictions for each of the three possible outcomes (‘Low’, ‘Mid’ and ‘High’) which 
underlie the ‘After change’ projections. They vary depending on how many years you are from retirement as stated 
in your policy. The actual rate of return earned and the standard pension rates at the time you retire could be 
higher than the high value or lower than the low value in the tables below.

 Average annual rate of return from our investments

 

Years to retirement Low Mid High

10 3.5% 6.5% 9.7%

20 5.1% 7.3% 9.5%

30 6.0% 7.7% 9.7%

 These rates take into account the revised investment strategy described in section 3.3 of this booklet.

  Standard pension rates (annual Pension Income bought by each £1,000 of retirement fund for 
a man aged 65) 

 

Years to retirement Low Mid High

10 £64 £65 £67

20 £62 £64 £66

30 £60 £62 £65

 Your illustrated ‘Low’ Retirement Fund assumes the ‘Low’ average rate of return in the first of these tables.

 However, your illustrated ‘Low’ annual Pension Income is not calculated just by applying the ‘Low’ standard 
pension rate to the ‘Low’ Retirement Fund, as it would be extremely unlikely that both ‘Lows’ would occur 
together. Rather, it is calculated from a combination of less extreme returns and pension rates which together 
have only a 10% chance of occurring together.

 Similar considerations apply to the calculation of your ‘High’ illustrations.

Q   4.4 How would my illustration be different if all of my retirement fund was used to buy 
a Pension Income?

 A A quick way of seeing the effect of using all your Retirement Fund to buy a Pension Income is to multiply all the 
values in the annual Pension Income table in your Personal Illustration by 1.33.

 For example, if a Pension Income in your Personal Illustration was £4,500, then you would calculate the Pension 
Income if you did not take any Tax-free Cash as follows:

 £4,500 x 1.33 = £5,985.
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Q   4.5 How would my illustration be different if I wanted to use part of my retirement fund to buy a 
Pension Income which continued in part to my husband/wife/partner if I die first?

 A There is no simple way to adjust your illustration for this – it will differ depending on your spouse/partner’s age and 
how much of your Pension Income you want them to continue to receive. 

 If, for example, the table of pension income in your illustration is as follows:

 

Annual Pension Income Before change After change

Guaranteed minimum £4,500 No guaranteed minimum

Low £4,500 £4,040

Mid £4,500 £5,690

High £4,500 £8,210

 Then the table below shows approximately how the illustration would differ for a man with a retirement age of 65 
whose wife is three years younger than he is, assuming the Pension Income is to continue to his widow at half of 
the level he received. 

 

Annual Pension Income Before change After change

Guaranteed minimum* **£3,750 No guaranteed minimum 

Low £3,750 £3,740

Mid £3,750 £5,250

High £3,750 £7,550

  *  Not all policies have a guaranteed minimum rate at which a surviving spouse/partner pension can be bought. 
However, at present the standard pension rate for a spouse’s pension is not very different from the GPR for a 
spouse’s pension. 

 **  This means an income of £3,750 will be paid for as long as the pensioner lives, reducing to £1,875 for the rest  
of the life of his widow. 

Q  4.6 Does the Personal Illustration show the actual increase in my Current fund Value?

 A The Personal Illustration shows your Current Fund Value on 31 December 2008, together with an estimate of the 
amount it would have increased by if we had introduced the Scheme at that date. We have shown you this to give 
you an idea of the likely size of the increase.

 The Scheme will increase your Current Fund Value at midnight on 31 December 2009. As your actual Current Fund 
Value at 31 December 2009, and the precise amount by which it will increase, will not be known in advance, we 
cannot provide you with a final figure in your Personal Illustration. However, you will be able to request a quotation of 
your Current Fund Value at any time after 31 December 2009 in the usual way.

 Please see section 7.11 of the ‘Scheme in detail’ booklet for further information including the impact of any 
changes to your GPR Policy made after 31 December 2008 on your Personal Illustration.

 For the first year after the Scheme is implemented (expected to be 1 January 2010 to 1 January 2011), your Current 
Fund Value will be calculated using ‘temporary uplift’ factors (see section 7.3.4 of the ‘Scheme in detail’ booklet). As 
these are not based on economic conditions as at 31 December 2009 (but earlier ones), it is possible that there may 
be a further change to your Current Fund Value at 1 January 2011 as we expect from that date to be able to reflect 
the economic conditions at 31 December 2009 in calculating the increases to Current Fund Values.

Q  4.7 Why does the change in my Current fund Value in my Personal Illustration differ from my 
Voting Value?

 A Please see section 12.4 of the ‘Scheme in detail’ booklet for more information.
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Q   5.1 Why should I favour the Scheme even if I am thinking of transferring my Current fund Value 
to another pension arrangement well before I retire? 

 A Even if you do not keep your GPR Policy with us until you retire, the effects of the Scheme would be reflected 
in the Current Fund Value that you can transfer to another insurance company. You can see the expected effect 
of this in the Personal Illustration enclosed in your Decision Pack, which shows the immediate increase in your 
Current Fund Value. 

Q  5.2 If the Scheme is approved, can I retire immediately with my increased Current fund Value?

 A Currently, if you are over 50, you can retire immediately (unless the conditions of your GPR Policy state otherwise) and 
buy a Pension Income from us using the GPR if your GPR Policy allows this. If the Scheme goes ahead, you could 
use your increased Current Fund Value to buy a Pension Income from us, or from another insurance company, on 
standard rates, although these are currently significantly worse than the GPRs. 

 From 6 April 2010, the law will change and the earliest you will normally be able to retire will be age 55.

Q   5.3 Are there special reasons to support the Scheme if I am not in good health or I am or have 
been a smoker? 

 A Some insurance companies offer enhanced pension rates to customers in poor health or to smokers when they 
retire. These rates may or may not be better than your GPR.

 At present, when you retire, you have the choice of using your Retirement Fund to buy a Pension Income from us 
at your GPR or from another insurance company which may be offering enhanced rates.

 If the Scheme is approved, you will be able to benefit from both the changes to your GPR Policy and from any 
enhanced rates other insurance companies are offering when you retire. This is because you will not only have 
a high likelihood of a larger Retirement Fund but you should also be able to buy a higher Pension Income with it 
from another insurance company at their enhanced rate. You are also very likely to have a higher amount of  
Tax-free Cash available to you. 

Q   5.4 What effect would the Scheme have on my GPr Policy benefits should I die before retirement? 

 A Your GPR only applies when you retire (and may, in certain GPR Policies, only apply if you retire on your Stated 
Retirement Date). 

 If you have a GPR Policy which pays nothing if you die before you retire, or which just pays back the premiums 
you have paid (with or without interest), there will be no increase in death benefit (that is, the amount paid if you 
die before retirement) if the Scheme is approved. 

 If you have a GPR Policy which pays your Current Fund Value if you die before you retire, it is very likely that, if the 
Scheme is approved, your Policy will pay a higher amount than at present. The Personal Illustration enclosed in 
your Decision Pack shows how much your Current Fund Value will increase if the Scheme is approved. 

 Some GPR Policies also pay a separate or extra amount if you die. This will not change if the Scheme is approved.

 If you are not sure what your GPR Policy would pay if you die before you retire, please read your GPR Policy 
documents or contact us.

 The GPRs do not apply to any pension bought for your dependant(s) with your death benefit.

5 Special considerations
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Q   5.5 Are there special considerations if I plan to retire before the Stated retirement Date in my 
GPr Policy? 

 A If you have a GPR Policy and you intend to retire before 1 January 2020, even though you have a Stated 
Retirement Date on or after 1 January 2020, you should consider whether to opt out of the Scheme.

 Because of the ups and downs of investment markets, we think that 10 years is the shortest period over which we 
can be confident that Included Policyholders will benefit from the Scheme. If you intend to retire before 1 January 
2020, we cannot be sufficiently confident that your GPR Policy will benefit from the Scheme. 

 However, GPR terms can differ depending on the type of GPR Policy. With some GPR Policies, it is not possible 
to retire early without giving up your GPR. With other GPR Policies, you can retire early (although sometimes only 
within certain limits) and a GPR will still apply. You can check your GPR Policy documents or contact us to find 
out which terms apply to your GPR Policy. 

 GPR Policyholders who cannot retire before their Stated Retirement Date without giving up their GPR will have a 
higher likelihood of a larger Retirement Fund if they remain Included Policyholders and the Scheme is approved. 
This is because the Scheme will increase the Current Fund Value and change the future investment strategy for 
Included Policyholders.

Q   5.6 Are there any special considerations if I plan to retire later than the Stated retirement Date 
in my GPr Policy? 

 A For some of our GPR Policies, the GPR is only available at the Stated Retirement Date for your GPR Policy. For 
others, a GPR will be available if you retire later, though this might only be if you retire before a particular age (for 
example 70). If you want to know which rule applies to your GPR Policy, please read your GPR Policy documents 
or contact us.

 If you retire when a GPR would no longer apply, you would only be able to buy a Pension Income at standard 
pension rates. If the Scheme is approved, it is very likely that your Retirement Fund will be higher than it is under 
current arrangements, and so the Scheme is very likely to provide you with a larger Pension Income.

 If you intend to retire later than your Stated Retirement Date at an age at which a GPR currently applies, similar 
considerations apply as if you intended to retire at the date stated in your GPR Policy. However, just as it does 
now, your Retirement Fund will grow with interest (like a bank or building society account does) from the Stated 
Retirement Date until you actually use it to buy a Pension Income.

 This means that, if the Scheme is approved, the Pension Income you can buy with your Retirement Fund could 
reduce if standard pension rates fall after your Stated Retirement Date. If you want to avoid this risk, you should 
consider opting out of the Scheme.

Q   5.7 Are there reasons to favour the Scheme if I intend to combine my retirement fund with that 
from another pension scheme to provide a single income? 

 A At present, if you did this, you would lose your GPR.

 If the Scheme is approved, you will have a high likelihood of a larger Retirement Fund, which you could transfer to 
another scheme. 

 If you are considering this, you should get advice from a financial adviser.

Q   5.8 If my personal pension policy is or was used to ‘contract-out’ of the State Earnings-related 
Pension Scheme (SErPS), now called the State Second Pension (S2P), what does this mean  
to me? 

 A If you only used your GPR Policy to contract-out of SERPS/S2P, the answer below applies to your whole policy. 

 If you or your employer also paid in some money, the answer below only applies to the contracted-out part of your  
GPR Policy. Separate illustrations of how the Scheme would affect each part of your Policy have been provided to you. 

 ‘Contracting-out’ means that the Department for Work and Pensions (or its predecessors) paid money into your 
Policy instead of building up benefits for you under SERPS/S2P. The benefits provided by the money paid in are 
called ‘Protected Rights’.
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 When your GPR Policy started, you could only use your Retirement Fund to buy a Pension Income at the then state 
pension age. (This was 65 for men and 60 for women.) As a result, your GPR Policy only has a GPR at that age.

 Since then, the law has changed so that you can retire at any age above 50 (55 from 6 April 2010). You can also 
now take up to 25% of your Retirement Fund as Tax-free Cash.

 If you intend to retire before or after age 65 (for men) and 60 (for women), you will not currently benefit from your 
GPR. However, if the Scheme goes ahead, you would have a high likelihood of a larger Retirement Fund and so a 
very good chance of a higher Pension Income if you retired other than at that age.

 If you intend to retire at age 65 (for men) and 60 (for women), the considerations are largely the same as for other 
types of pension described in this booklet. 

 If you are married or in a civil partnership when you retire, you must still use part of your Retirement Fund to buy a 
pension which would be paid to your husband, wife or civil partner after you die. This pension must be at least half 
the size of your own Pension Income. There is no GPR for this Pension Income. 

 Pension law at the time you started your GPR Policy required that when you retired you had to use any ‘Protected 
Rights’ to buy a Pension Income which increased by 3% each year. This no longer applies, and, in our experience, 
most people choose a pension that does not increase, as this provides a higher income at the start of their 
retirement. Although your GPR Policy contains only a GPR for an increasing pension, we do allow GPR Policyholders 
to buy a level pension on our GPRs instead, but only if you retire at age 65 (for men) and 60 (for women).

 Our illustration of the expected effect of the proposed Scheme on your GPR Policy assumes that you will retire 
at age 65 (for men) and 60 (for women), be married at your retirement date to a spouse three years younger than 
you (if you are a man) or three years older than you (if you are a woman) and will take 25% of your fund as Tax-free 
Cash and use the balance to buy a non-increasing Pension Income which reduces by half if you die before your 
spouse. Please see the notes on the Personal Illustration for further information. These assumptions will also be 
used in calculating the increases to be applied under the Scheme.

Q  5.9 What would happen to Policies with a Guaranteed minimum Pension? 

 A (This applies to Section 32 Transfer Plan Policies only.)

 Some of our Section 32 Transfer Plan Policies have a Guaranteed Minimum Pension (‘GMP’). The GMP arises 
from you previously having been a member of a contracted-out pension scheme, and your Policy will always 
provide at least this amount of Pension Income. This will not be changed by the Scheme.

Q  5.10 What would happen if part of my Policy is without profits and a GPr applies to it? 

 A (This applies to Section 32 Transfer Plan Policies only.)

 Some of our Section 32 Transfer Plan Policies have a without profits part which would continue to benefit from the 
GPR if the Scheme is approved.

Q   5.11 Would the Scheme change the amount of compensation I could receive for my Policy in the 
event that you become insolvent? 

 A If we become insolvent, you may be entitled to claim compensation from the Financial Services Compensation 
Scheme (‘FSCS’). It is possible that after the Scheme becomes effective, Included Policies (which no longer have 
GPR(s)) may receive less compensation than if the Scheme had not gone ahead. Please see section 7.13 of the 
‘Scheme in detail’ booklet for an explanation of why this might be the case and for more information on the effect 
the Scheme would have if we become insolvent.
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Q  6.1 Who else might benefit from your idea?

 A Our owners, Pearl Group, may benefit. 

 Pearl currently has to set aside a large amount of money just in case the cost of providing pensions at the 
guaranteed rates is more than we currently expect.

 If our suggested change went ahead, the amount of money needed to be set aside would be less (as GPRs would 
no longer apply to individual policies with Stated Retirement Dates after 1 January 2020). This would allow Pearl 
to use the amount released for other purposes.

 Pearl is also entitled to receive 10% of the value of bonuses added to With Profits Policies. If our proposed 
change went ahead, Pearl would expect to receive more from this source. This is because future bonuses are 
highly likely to be larger due to the increases to Current Fund Values and the new investment strategy.

 The immediate increase to the Current Fund Values of Included Policies will be made up in part from monies 
which would otherwise be returnable to Pearl. The size of the increases will be such that, based on our current 
assumptions, there will be no expected benefit of the Scheme to Pearl.

 If our estimate of the cost of future take up of GPRs is an underestimate, Pearl will gain an extra advantage of not 
having to actually use as much of its money to help us to provide pensions on guaranteed rates as we currently 
expect. On the other hand, if it turns out that we are currently overestimating the cost of providing pensions on 
guaranteed rates, Pearl would actually be giving up the chance to benefit.

Q  6.2 Will Policyholders with Policies that are not affected directly by your idea have a vote?

 A No. Only Included Policyholders may vote on the Scheme. Please see further sections 11.1 and 11.2 of the 
‘Scheme in detail’ booklet for more details. 

Q  6.3 this is a complicated matter. Who is protecting my interests?

 A We have designed our proposed change so that it is fair:

	 •	 to	Included	Policyholders	(those	who	are	affected	materially	by	the	Scheme);

	 •	 between	the	Included	Policyholders	and	other	Policyholders	who	have	With	Profits	Policies;	and

	 •	 between	Shareholders	and	Policyholders.

 Our regulator (the Financial Services Authority (‘FSA’)), the Independent Actuary, the With Profits Actuary and 
With Profits Committee, and the Court’s assessment of the Scheme, help to make sure that your interests are 
protected. Please see section 8 of the ‘Scheme in detail’ booklet for more information.

6 Other information and what happens next
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Q  6.4 What will happen after the vote?

 A If the requisite majorities vote in favour of the Scheme, we will ask the Court to approve the Scheme. There is a 
more detailed explanation of the process in section 13 of the ‘Scheme in detail’ booklet. In summary, if the Court 
approves the Scheme, then the following will happen.

	 •	 We	will	put	this	information	on	our	website	(www.phoenixlifegroup.co.uk/individual) as soon as possible.

	 •	 	Unless	certain	exceptional	circumstances	apply	(such	as	if	we	think	the	Scheme	is	no	longer	viable),	we	will	
formally file the Scheme with the Registrar for Companies, after which it will become effective just before 
midnight on 31 December 2009.

	 •	 	We	will	send	Included	Policyholders	formal	notice	of	the	change	to	their	Policies	during	2010.	This	notice	will	
remind those Policyholders that they no longer have a GPR.

	 •	 	By	1	January	2011	we	will	publish	the	Independent	Actuary’s	report	on	the	fairness	of	the	final	increases	we	
have made to the Current Fund Value of Included Policies (see section 8.4 of the ‘Scheme in detail’ booklet),  
on our website at www.phoenixlifegroup.co.uk/individual.

	 •	 	In	2011	and	every	year	after	that,	we	will	publish	a	report	by	our	With-Profits	Actuary	on	whether	the	terms	 
of the Scheme and the PPFM have been met during the previous year (see section 8.3 of the ‘Scheme in  
detail’ booklet).

 In exceptional circumstances, in 2010 we may decide, after discussing the matter with the Independent Actuary, 
that it is not possible to meet the Fairness Tests for the Scheme while continuing to meet our regulatory minimum 
capital requirements. In these circumstances, the Scheme would stop being effective. Any benefits already paid 
out between the date the Scheme became effective and the date we withdraw it (including any pension income 
bought) would not be recovered or reduced. If the benefits paid out were larger than the benefits that would have 
been paid if the Scheme had not gone ahead, this will not affect the benefits of the other Policyholders. All other 
Policyholders would have their GPRs restored, and future benefits would be worked out as if the Scheme had never 
been implemented. We would write to all Included Policyholders if these exceptional circumstances came about.
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 If you are considering opting out of the Scheme, you must read this section carefully. You may also want to 
discuss the matter with an independent financial adviser.

Q  7.1 Why might I want to opt out?

 A If you are a GPR Policyholder you may want to opt out of the Scheme for the following reasons.

 (i)  You want to keep your GPR and not exchange it for the other benefits offered under the Scheme (see section 
1.6 of this booklet). 

 (ii)  You are intending to retire before 1 January 2020, but your Stated Retirement Date is on or after 1 January 
2020. (This is because we think that the changes have less chance of benefiting you if the revised investment 
strategy does not have at least 10 years to run (see section 5.5 of this booklet)).

 (iii)  You are intending to retire at a date which is later than your Stated Retirement Date (see section 5.6 of this booklet). 

Q  7.2 How do I opt out?

 A If you are a GPR Policyholder and you do not want to be part of the Scheme, you can opt out by filling in the opt out 
part of the Decision Form enclosed in your Decision Pack. We must receive your Decision Form before 10am on 9 
November 2009. Guidance on filling in the opt out part of the Decision Form is given in section 8 of this booklet.

 If you decide to opt out of the Scheme, you cannot change your mind and you cannot vote on the Scheme.

 If you opt out, you will be considered to have opted out for all GPR Policies you have. You cannot have some GPR 
Policies included in the Scheme and some not. 

Q  7.3 What is the impact of the Scheme on me if I opt out?

 A If you opt out of the Scheme, you will not be bound by the Scheme. You will keep your GPR, the current value of 
your GPR Policy will not change, and the way the assets underlying your GPR Policy or GPR Policies are invested 
will not change. 

 If you opt out of the Scheme you will be treated in the same way as Excluded Policyholders and matters in this 
Explanatory Statement affecting Excluded Policies will apply to you (see section 6.2 of the ‘Scheme in detail’ 
booklet for information on how the Scheme affects Excluded Policyholders).

Q  7.4 What is the impact of other GPr Policyholders opting out of the Scheme?

 A If no more than the expected number of GPR Policyholders choose to opt out of the Scheme, the benefits of the 
Scheme should not be affected. 

 If a lot more than the expected number of GPR Policyholders choose to opt out of the Scheme, the cost of the 
Scheme would be too high for the small number of Included Policies it may benefit. In that case, we will not 
introduce the Scheme and our Shareholders will meet the costs of the Scheme.

Q  7.5 What if I want to vote against the Scheme instead?

 A If you want to vote against the Scheme instead of opting out, you can do this by ticking the ‘against’ box in 
section 2 of the Decision Form and completing and returning it in line with the instructions on it. However, if the 
Scheme is then approved, which we think is very likely to happen, your GPR Policy will be included in the Scheme 
and your GPR removed. 

 If you are thinking about voting against the Scheme instead of opting out, please see section 8 of this booklet.

7 Can I opt out of the Scheme?



32 33

 8.1 Attending and voting at the Scheme meeting 

 At a Court hearing in July 2009, the Court gave us permission to ask GPR Policyholders to vote on the Scheme. 
The Court also told us how we should conduct the Scheme Meeting. We have sent you this Decision Pack so that 
you can vote on the Scheme. 

 If you are an Included Policyholder, you may vote either in person or by proxy. The Scheme Meeting will be held  
at 10am on 11 November 2009 at: 

 Barber-Surgeons’ Hall 
Monkwell Square 
Wood Street 
London 
EC2Y 5BL.

 If you want to vote, you must:

	 •	 attend	the	Scheme	Meeting	and	vote	in	person;	or

	 •	 	appoint	a	person	as	your	proxy	and	tell	them	how	to	vote;	(you	can	do	this	by	filling	in	the	voting	part	of	the	
enclosed Decision Form).

 Your proxy would normally be the Chairman of the Scheme Meeting, but you can choose anyone else who will be 
present at the meeting.

 8.2 filling in the Decision form

 The Decision Form contains two separate parts allowing you to either:

	 •	 opt	out	of	the	Scheme;	or

	 •	 vote	for	or	against	the	Scheme.

 It is important that you only fill in either the opt out part or the voting part but not both.

 If you fill in both parts, you will be considered to have opted out.

 Please read the Guidance Notes in the rest of this section carefully to make sure that you fill in and return the 
Decision Form correctly.

 8.2.1 filling in the opt out part of the Decision form 

 If you do not want to be included in the Scheme, you should fill in the opt out part of the Decision Form. Before 
filling this in, please read the notes on the Decision Form itself very carefully. Those notes contain step-by-step 
guidance on what to do. You will also need to complete and sign the signature part of the Decision Form.

 8.2.2 filling in the voting part of the Decision form 

 Before filling in the voting part of your Decision Form, please read the notes on the form itself very carefully. Those 
notes contain step-by-step guidance on what to do. You will also need to complete and sign the signature part of 
the Decision Form.

8 Guidance Notes on filling in the Decision Form and attending 
the Scheme Meeting
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Q  8.3 How do I return my Decision form? 

 A You should return your Decision Form to us as soon as possible, either in the pre-paid envelope, or by delivering it 
by hand, to:

 Phoenix & London Assurance Limited 
c/o Computershare 
The Pavilions 
Bridgwater Road 
Bristol  
BS99 6AT.

 We must receive the Decision Form by 10am on 9 November 2009. 

 If you return your Decision Form before the Scheme Meeting, you can still attend the Scheme Meeting if you want 
to provided that you have not opted out.

 You cannot return your Decision Form by e-mail or fax.

 8.4 Warranties

 By signing and returning your Decision Form you will be regarded as having warranted to the Company that you 
are the person named on your Decision Form or that you are duly authorised to sign the Decision Form on that 
person’s behalf. 

 8.5 Attending the Scheme meeting

Q  8.5.1 I want to attend the Scheme meeting - what do I need to do?

 A You should read and fill in section 4 of the Decision Form and bring the attendance card included in your Decision 
Pack with you to the Scheme Meeting.

Q  8.5.2 I do not want to attend the Scheme meeting but want to vote - what do I need to do?

 A We strongly recommend that you fill in and return your Decision Form.

 You can appoint the Chairman of the Scheme Meeting, or someone else, to vote on your behalf. If you appoint 
someone other than the Chairman of the Scheme Meeting to be a ‘proxy’ and vote on your behalf, that person 
must attend the Scheme Meeting to represent you.

 If your proxy is an Included Policyholder, they will be able to vote for their own Included Policy(s) separately.

Q  8.6 What is the value of my vote?

 A For the Scheme to be approved at the Scheme Meeting, at least three-quarters of the ‘value’ of the votes cast must 
be in favour of the Scheme (see section 1.3 of this booklet or section 3 of the ‘Scheme in detail’ booklet for a more 
detailed explanation).

 At the hearing in July, the Court agreed that we should work out each policyholder’s value for this purpose using 
the same assumptions that we use to work out the amount we set aside for GPRs at 31 December 2008. We think 
this is a fair value of the GPRs that would be given up.

 This value is added for all your GPR Policies (or parts of those GPR Policies) to which the Scheme will apply to give 
your total Voting Value. This amount is shown on your Decision Form.

 See section 12 of the ‘Scheme in detail’ booklet for more information on how we work out your Voting Value.
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Q  8.7 I am the trustee of an Included Policyholder - what do I need to do?

 A Special conditions apply. You should read section 11.7 of the ‘Scheme in detail’ booklet.

Q  8.8 How will I know I have successfully opted out of the Scheme?

 A If you have chosen to opt out, we will confirm this in writing to you as soon as possible. This confirmation will be 
proof that we have received your Decision Form on time and that you have opted out of the Scheme. If you do not 
receive this written confirmation you should contact us as we may not have received your form. 

 Except in exceptional circumstances, and in the discretion of the Company, if we do not receive your Decision 
Form or we receive it after the deadline, you will not have successfully opted out of the Scheme and so your GPR 
Policies will be included in it. 

 If you return your form in any way other than by post or by delivering it in person, as described in section 8.3 of this 
booklet, we cannot guarantee that we will accept it.

 8.9 further information about the decision process

 If you have any questions on attending the Scheme Meeting or filling in the Decision Form, please contact us. 

 For more detailed information, including on matters relating to your Voting Value, please see sections 11 and 12 of 
the ‘Scheme in detail’ booklet.
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Any more questions? 
Please call our dedicated telephone helpline on 

0845 601 0029 
or visit www.phoenixlifegroup.co.uk/individual 

Lines are open Monday to Friday 9am to 5pm. 

Low call rates apply although costs can vary between telecom providers.  
If you are calling from overseas please call +44 (0)151 255 5107.  
Calls may be monitored or recorded.


