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GUIDE TO HOW WITH-PROFITS BONUSES WORK 
 
This guide gives our with-profits policyholders a general explanation of how bonuses work.  For 
most with-profits funds and products we may add two types of bonus.  These are an annual 
bonus and a final bonus.  For other products, we may add only annual bonuses, or bonuses in 
the form of declared returns or rates of interest. 
 
However, because one policy can differ from another, please take a look at your latest annual 
statement for more specific information.  Please also read the information relating to your policy 
in the with-profits section of this website and, if you have any specific queries about how your 
bonuses are applied please contact us. 
 
These are very general explanations and do not necessarily apply to every type of with-profits 
policy.  Your policy documents should tell you what type of policy you have.  Also, information 
we have previously sent you such as any annual statement should help put these general 
explanations into context, if you are not sure what type of policy you have. 
 
How are annual bonuses added to a with-profits policy? 
 
We aim to add an annual bonus to most with-profits policies each year.  However, the addition of 
annual bonuses depends on the performance of the fund and we can’t guarantee that a bonus 
will be added every year.  Our bonus rates will also vary, depending on the type of policy you 
hold and the with-profits fund your money is invested in.   
 
Once we have added an annual bonus, this increases the guaranteed benefit.  Therefore the 
amount we guarantee to pay when your policy matures, or, for most types of policy, if you die 
during the term, will increase by the amount of the annual bonuses we’ve added.  Your annual 
statement will always include details of any annual bonuses that have been added to your policy. 
 
How do we decide whether to add an annual bonus? 
 
When deciding whether we should add an annual bonus, we look at the current financial position 
of the with-profits fund and estimate how we expect this to change in the future.  We also 
compare the guaranteed benefits with the underlying value of policies in the fund. 
 
The guaranteed benefits are the sum assured, cash option or annuity and any annual bonuses 
added to date, or with-profits units including any annual bonuses already added.  The underlying 
value of policies reflects the premiums that have been paid in and the investment performance 
of the with-profits fund over the lifetime of the policies, taking into account things like expenses, 
charges and tax. 
 
We will only add annual bonuses if we are confident that the underlying value of policies will be 
enough to enable us to pay these bonuses when policies mature, even if future investment 
returns or other factors have been unfavourable.  Therefore, we may not add annual bonuses for 
some with-profits funds and policy types even if investment returns have been favourable. 
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How are final bonuses added to a with-profits policy? 
 
We may pay a final bonus when your policy matures, or, for most types of policy, if you die 
during the policy term and a claim is made. The actual amount of final bonus payable (if any) will 
only be known at this time and will reflect a fair share of the profits over the lifetime of the policy. 
 
Please note that final bonuses are never guaranteed. The actual final bonus you receive (if any) 
may differ from any amounts we have previously shown on annual statements, in any estimated 
maturity value letter or projection or amounts based on current, projected or previous final bonus 
rates. 
 
We normally review final bonuses twice a year, but we may change them at any time.  We will 
tell you the amount of final bonus we have added to your payout.  Currently, there are some 
with-profits funds and policy types for which we are not currently adding a final bonus.  Not all 
types of policy are eligible for final bonus. 
 
How do we decide whether to add a final bonus? 
 
When deciding whether to add a final bonus, we compare the underlying values of maturing 
policies with the value of their guaranteed benefits. 
 
The guaranteed benefits are the sum assured, cash option or annuity and any annual bonuses 
added to date, or with-profits units including any annual bonuses already added. 
 
The underlying value of policies reflects the premiums that have been paid in and the investment 
performance of the with-profits fund over the lifetime of the policies, taking into account things 
like expenses, charges and tax. 
 
If the underlying value of the policies is more than the value of their guaranteed benefits, we will 
add a final bonus.  However, if the opposite is true and the value of the guaranteed benefits is 
more than the underlying value of the policies, we will not add a final bonus. 
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