
Meet Bob
 + 65 years old, married with two kids

 + Pension Pot £500,000

 + Cautious nature

 + Hesitant about markets and looking to move some  
money out

 + Intends to work for another five years

 + Desired income £16k a year in retirement

Goals
Would like to:

 + Pay off the remainder of his mortgage and help his kids get 
onto the property ladder

 + Go on a luxury holiday (or three)

 + Ensure he has enough future income for a comfortable 
retirement, and

 + Provide a legacy for his partner and two children 

The Retirement Account
The Retirement Account allows phased drawdown and 
phased annuities enabling clients to:

• Control the mix of tax-free cash and taxable income
• Phase only tax-free cash (MPAA will not apply so retain 

annual allowance)
• Phase tax-free cash and some income, (for example to use 

up the remainder of the basic rate band but not  
higher rate)

• Phase tax-free cash in stages (potentially generating more 
tax-free cash from the accumulation replacing what’s been 
spent – dependent on investment growth)

• Access certainty (annuity) and flexibility (drawdown) of 
income, while still delivering tax-efficiency

Plan
To create a two stage strategy enacted over five year periods 
enabling Bob to hit his financial and personal targets.
The plan relies upon Bob ‘phasing’ his annuities in two 
stages, using only some of his pension to buy an annuity 
while keeping more in reserve. Used carefully, this can create 
a re-investable tax-free income or lump sum that can bolster 
future retirement income. 
This produces the following potential benefits for Bob:
• May increase the tax-free cash available as Bob is 

reinvesting annuity income and phasing the tax free cash
• Creates a guarantee that more will be paid out than 

invested on the annuity because of the 25 year guarantees, 
some of which may go to beneficiaries

• Boosts income in retirement
• Creates the option to take some tax-free cash before Bob 

stops paying into the pension
• Enables Bob to receive higher annuity rates in later phases 

as he gets older and less healthy
• Creates a flexible tax-free legacy for his family, and builds a 

flexible drawdown pot for Bob.

Case Study

Phased annuitisation and  
The Retirement Account 
The five year plan

I’m uncertain about the 
future – but don’t want to 
take my annuity all at once 
as I think there are better 
markets ahead.     
   
Bob - 65 years old

Game-changing annuity flexibility combined with the freedom of drawdown.
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How it works - first five years
Phase 1 - Bob age 65

Tailoring the Retirement Account to fit Bob’s needs

Bob has a pot of £500,000. 

We crystallise half of his pot and pay him 25% tax-free cash. 

Uncrystallised Pot now = £250,000

Achieving Bob’s life goals

The total tax-free cash is £62,500.

This pays the remaining mortgage balance of £35,000 and leaves 
£27,500 for a luxury holiday (or three). 

Guaranteed income underpinning his pension savings  

The remaining crystallised money is allocated to the annuity 
held within The Retirement Account as a guaranteed income 
underpinning his remaining Pension Savings investment (£250K). 

Allocation to Annuity = £187,500. 

Bob secures a level annuity of £7,645 with a 25-year guarantee 
period ensuring income continues to his family even if Bob dies 
before age 90. This guarantee ensures that more will be paid out 
(£3,625 more) than invested on the annuity, with some funds 
potentially going to his beneficiaries.

Annual income for life = £7,645

For the first five years the annuity income is reinvested into pension 
drawdown, finally reaching £41,600 at the end of this period (4.5% 
growth). As the guaranteed income remains within The Retirement 
Account wrapper no income tax is payable on the annuity for the 
1st five years. 

Summary of Phase 1

Annuity income
£7,645

With 4.5% growth 
£41,600

Reinvested for 5 
years into Pension 

Drawdown (tax-free)

Pension Savings 
Account

£250,000

With 4.5% growth
£296,000

End of year 5 total
£337,600

Remains 
invested for 5 

years

Key
Pension Savings Pension Drawdown

Source: Canada Life, Nov 2019. Please note that as annuity rates change on a regular basis, this is an example only. 

£500,000

£35,000 £27,500

£250,000
Money taken

TFC
£62,500

£187,500

£250,000
Left invested for 

phase 2

£7,645
Annual income for 
life (guaranteed)

£41,600
Income reinvested

£191,125
Guaranteed 

payout
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Bob stops work

Fast forward 5 years. Remaining pension savings = 
£296,000. 

Bob has now retired so needs to use his remaining 
savings to provide his retirement income of £16,000 per 
year. Bob crystallises £296,000 and receives tax-free 
cash of £74,000, which he uses to help his children onto 
the property ladder. 

How it works – at year five
Phase 2 - Bob aged 70

Funding retirement income

Bob now begins to take the initial guaranteed income of £7,645 but 
has a shortfall of £8,355, as he requires £16k income per year. 

Bob makes an allocation to an annuity (level) = £196,948. 

The remaining crystallised money of £25,051 is left invested in 
Pension Drawdown.

Second Lifetime Income = £8,355.

Summary of Phase 2

Phasing via Pension 
Savings in two stages 
increased Bob’s TFC 
pay-out by £11,500

Bob hit his target 
income of £16,000. If 

he'd used all of his pot at 
outset to buy an annuity 
he would have received 

only £15,294

Total TFC 
increased

Met 
Income

Requirements

25-year guarantee 
periods ensured a 

flexible, tax-e�icient 
legacy for his family 

(any beneficiary money 
will initially be held in 

Cash Account for 
tax-planning)

In addition Bob created a 
flexible pot of Pension 
Drawdown money of 

£66,651 by utilising the 
reinvestment feature of 

TRA and phasing his 
annuity purchases

Created a 
layered 

legacy for 
beneficiaries 

Created an 
additional pot 
of money for 

ad-hoc 
spending

Key
Pension Savings Pension Drawdown

£296,000

£296,000 £222,000TFC
£74,000

£7,645
First lifetime 

income

£8,355
Second lifetime 

income

£16,000
Total lifetime 

income

£16,000
Total lifetime 

income

£66,651
Flexible pot 

(£41,600 + £25,051)

Taking a second tranche of annuity after 5 years has increased 
Bob’s annuity rate due to his age and mortality cross subsidy and 
provided him with £16,000 income for life - guaranteed.

This second annuity also includes a further 25 Year Guarantee 
Period which ensures income will continue until age 95 - a total 
return of at least £208,875. This is £11,927 more than the initial 
annuity purchase price of £196,948.

In addition Bob has a Pension Drawdown pot of £66,651 for 
emergencies and ad-hoc spending, and potential further growth.
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