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INTRODUCTION

RETIREMENT ACCOUNT IS DESIGNED TO SUPPORT CLIENTS THROUGHOUT SAVING FOR THEIR 
RETIREMENT AND WHILE TAKING BENEFITS.

• It has two distinct elements –

 –  Retirement Planning (RP) – holds uncrystallised 
pension savings pre-retirement and 

 –  Retirement Income (RI) – holds crystallised 
pension savings post-retirement AND allows 
clients to take income drawdown. 

• It’s easy to designate amounts from the Retirement 
Planning element to the Retirement Income element. 

• Each element has its own Control Account which 
is used to administer the Retirement Account – for 
example, certain charges and expenses are taken 
from the Control Account(s).

For full details of all income options available from 
Retirement Account please see the Advisers Technical 
Guide (reference 45981) or our website  
www.scottishwidows.co.uk/ra
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1. WHAT IS DRIP FEED DRAWDOWN?

Drip Feed Drawdown (DFD) is an automated phased 
drawdown option for Scottish Widows Retirement Account, 
allowing customers to draw regular amounts using either 
just tax-free cash or a combination of their tax-free cash 
entitlement and taxable income, giving them control over 
the level of taxable income they receive in retirement.

• Helps customers to manage their tax affairs efficiently.

• Potential for their retirement fund to grow.

• Opportunity for further tax-free cash to be accumulated.

WHAT INCOME OPTIONS DOES DRIP 
FEED DRAWDOWN OFFER?
Customers can select from the following options:

• Tax-free cash only

• Tax-free cash, plus some taxable income

• Tax-free cash, plus all of the taxable income

Payments can be set up on a monthly, quarterly,  
half-yearly or annual basis.

 
Remember, if your client takes taxable income as well as tax-free cash, the Money Purchase Annual Allowance will 
apply, limiting future pension contributions.

EXAMPLE
If your client were to take £1,000 income, they will have 3 options

OPTION 1 OPTION 2 OPTION 3

Fully taxable income +  
tax-free cash (75/25) Tax-free cash only

Other taxable income +  
tax-free cash (£500 taxable  

income in this example)

£1,000
CRYSTALLISED

25%
TFC

75%

£750

taxable

£4,000
CRYSTALLISED

25%
TFC

75%
taxable

£2,000
CRYSTALLISED

25%
TFC

75%
taxable

£250 £1,000 £500

£500 £1,000
continues 
to be 
invested in
Retirement
Income

£3,000
continues 
to be 
invested in
Retirement
Income
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2. WHY USE DRIP FEED DRAWDOWN?

When clients decide to retire or draw benefits some will 
need to access their full tax-free cash entitlement as a 
lump sum, for example to repay debt, but it means that 
any money taken as income after the tax-free cash has 
been taken will be subject to tax. 

If there is no requirement to access the full tax-free 
cash, they can aim to manage their tax position by taking 
their tax-free cash in regular instalments and using it 
to provide some or all of their income in retirement. 
Any further taxable income withdrawals can then be 
minimised, and for some people, this can mean their 
taxable income is below the personal allowance so no 
tax is due, or for larger amounts, that only basic rate tax 
is due, rather than the higher rate or additional rate. 

This also means –

• Money stays in Retirement Planning, where it can 
potentially give a greater monetary entitlement to 
tax-free cash when they do eventually designate it.

• If a client only takes the tax-free cash and they 
haven’t used flexible access elsewhere, it doesn’t 
trigger the Money Purchase Annual Allowance 
contribution restriction.

For example:

Michael has a personal allowance of £12,570 so any 
income he takes in excess of that will be taxed. 

He has no other taxable income, so by using Drip 
Feed Drawdown he would be able to withdraw the 
£12,570 plus any associated tax-free cash before 
tax would be paid. 

So he can withdraw £16,737 before any tax would 
be payable (£12,570 plus £4,167 tax-free cash).

BEE002968_SW_27253_1022.indd   3BEE002968_SW_27253_1022.indd   3 12/10/2022   16:1012/10/2022   16:10



4

Retirement Account

It is not just customers on the threshold of basic rate tax that Drip Feed Drawdown can appeal to. This facility may be 
useful for customers on the threshold of higher or additional rate tax.

Example 2:

Debbie is a senior manager aged 60 and wants to partially retire, but continue to work 4 days a week. She has been 
earning £60,000 per annum, and wants to maintain her standard of living. As her new salary will be £48,000 she 
has a £12,000 shortfall. She has a Retirement Account with a Retirement Planning value of £600,000.

The £12,000 income Debbie previously received, and now wants to replace, gave rise to £4,400 in tax (£2,000 
taxed @ 20% and £10,000 taxed @ 40%) and generated a net income payment to her of £7,600.

Option A:

Withdrawing the minimum amount from Retirement Account to 
replace income shortfall of £7,600 net.

By setting up Drip Feed Drawdown for £10,300 per annum, she can 
withdraw £2,575 as tax-free cash and an associated income of £7,725. 

The tax on the £7,725 will be £2,690 (£2,000 will be taxed @ 20%  
= £400 tax and £5,725 @ 40% = £2,290). 

With the tax-free cash the income payments will give Debbie a net 
annual payment of £7,610 which all but covers her income requirement.

Option B:

Using tax-free cash only to replace income shortfall of £7,600 net.

She could set up Drip Feed Drawdown to crystallise £30,400 per 
annum. She can withdraw £7,600 as tax-free cash and take no other 
income so no tax would be payable. The remaining crystallised money 
would be invested in Retirement Income until she needs to take further 
taxable income.

£10,300
CRYSTALLISED

25%
TFC

75%

£7,725

taxable

£30,400
CRYSTALLISED

25%
TFC

75%
taxable

£24,000
CRYSTALLISED

25%
TFC

75%
taxable

£2,575 £7,600 £6,000

£2,000 £16,000
continues 
to be 
invested in 
Retirement 
Income

£22,800
continues 
to be 
invested in 
Retirement 
Income

£10,300
CRYSTALLISED

25%
TFC

75%

£7,725

taxable

£30,400
CRYSTALLISED

25%
TFC

75%
taxable

£24,000
CRYSTALLISED

25%
TFC

75%
taxable

£2,575 £7,600 £6,000

£2,000 £16,000
continues 
to be 
invested in 
Retirement 
Income

£22,800
continues 
to be 
invested in 
Retirement 
Income
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Option C:

Maximising tax-free cash withdrawal to avoid paying higher 
rate tax on any Drip Feed Drawdown income payments.

Debbie may decide to take just enough tax-free cash from  
her pension savings to minimise her tax bill and ensure none 
of her income payment falls into the higher rate tax band.  

She could decide to crystallise £24,000 per year via Drip  
Feed Drawdown, this will generate £6,000 of tax-free cash 
and then she can draw £2,000 as income which will be taxed 
at 20% (£2,000 @ 20% = £400), giving rise to a total net 
payment of £7,600.  

This would leave Debbie with the same amount of income but 
would reduce the amount of tax that she would have to pay.

 

Option to 
Replace 
Salary

Salary Tax Payable 
on Salary

Drip Feed 
Crystallisation

Annual DFD 
TFC Amount

Annual 
DFD 
Income 
Amount

Tax 
Payable 
on DFD

Total Tax Total Net 
Income

Current 
Salary

£60,000 £11,500 £0 £0 £0 £0 £11,500 £48,500

A £48,000 £7,100 £10,300 £2,575 £7,725 £2,690 £9,790 £48,510

B £48,000 £7,100 £30,400 £7,600 £0 £0 £0 £48,500

C £48,000 £7,100 £24,000 £6,000 £2,000 £400 £7,500 £48,500

WHO CAN TAKE ADVANTAGE OF THIS 
OPTION? 
Drip Feed Drawdown is available to Retirement Account 
customers on an advised basis. 

It may be appropriate for existing Retirement 
Account customers:

• Aged between 55 and 75;

• Who do not require access to large amounts of  
tax-free cash in a single payment;

• Who require income from their Retirement Account;

• Who have sufficient Lifetime allowance to receive 
the payments;

• Who are willing to convert to Flexible  
Access Drawdown.

It may also be appropriate for new customers who meet 
the above criteria and who have started their plan with  
a single or transfer payment.

This option is not currently available to customers:

• invested in Commercial Property;

• invested in Governed Investment Strategies or 
Premier Governed Investment Strategies with 
lifestyling (if they are moved to the underlying 
Pension Portfolio funds without lifestyling they  
will be able to access the option);

• aged over 75;

• at new business stage who are only paying regular 
contributions;

• With a Protected Life Time Allowance, Protected 
Retirement Age, an entitlement to more than 25% 
tax-free cash or a Life Time Allowance in excess  
of the current limit.

£10,300
CRYSTALLISED

25%
TFC

75%

£7,725

taxable

£30,400
CRYSTALLISED

25%
TFC

75%
taxable

£24,000
CRYSTALLISED

25%
TFC

75%
taxable

£2,575 £7,600 £6,000

£2,000 £16,000
continues 
to be 
invested in 
Retirement 
Income

£22,800
continues 
to be 
invested in 
Retirement 
Income

BEE002968_SW_27253_1022.indd   5BEE002968_SW_27253_1022.indd   5 12/10/2022   16:1012/10/2022   16:10



6

Retirement Account

LIFETIME ALLOWANCE
When applying for Drip Feed Drawdown we will ask you to confirm that the customer has sufficient unused Lifetime 
Allowance to cover the payments requested. We will also write to them on an annual basis to remind them that to 
continue with Drip Feed Drawdown they must have sufficient Lifetime Allowance. 

If your customer continues to draw income when their Lifetime Allowance has been exhausted, tax penalties may apply.

Please note that tax rules can change and that the value of the tax advantages of a Retirement Account will depend on 
your client’s circumstances. Your client’s circumstances and tax rules may change in the future.

3. CHARGES

ACCOUNT CHARGES
Current Retirement Account charges apply – there is no additional charge for using this option.

ADVISER CHARGING
Normal options apply. 

The option to pay a fixed monetary charge is not available at new business stage but can be set up once the Drip Feed 
Drawdown option is in force.

4. ILLUSTRATIONS

Our illustrations assume that any amount being designated will be disinvested proportionately across all investments held 
in Retirement Planning.

Where the full amount being designated is not all being paid out, the remaining money will be invested in the Retirement 
Income part of The Retirement Account. We will ask you to confirm, for illustrative purposes only, how the money to be 
retained in Retirement Income should be invested. Once set up, you will need to inform us how the money in Retirement 
Income is invested.

For illustration purposes, at age 75 any monies remaining in Retirement Planning will be re-registered into Retirement Income 
with 25% being paid as tax-free cash. In addition at age 75 if no Adviser Charge had been set up on the Retirement Income 
part of the Account our quotes will assume no ongoing charge applies.
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5. HOW ARE PAYMENTS MADE?

Our systems will automatically pay the required tax-free cash and/or taxable income amount on the requested payment date.

Payments are made via BACS, net of tax using PAYE. If your customer is withdrawing both tax-free cash and any amount  
of associated income, two payments will be made to their selected bank account on the same day. 

When using the Drip Feed Drawdown option, each payment is a benefit crystallisation event. The 25% tax-free cash will  
be paid directly from the Retirement Planning part of the Retirement Account (step 1).

The remaining 75% will be re-registered into the Retirement Income part of the Retirement Account (step 2).

RETIREMENT PLANNING RETIREMENT INCOME

Control Account Control Account

SW Funds SW Funds

Other investments Other investments

75%
25%

Customer

1
2

1 25% of the designated amount (i.e. the amount equal 
to the tax-free cash payment) is paid to the customer 
from the Retirement Planning Control Account.

2 The remaining 75% is re-registered into 
the Retirement Income Control Account.

STEP 1

1 Any income tax (Y%) is deducted and paid to HMRC via PAYE.

2 The remainder (Z%) is paid to the customer as a separate payment from the  
tax-free cash. If no taxable income is required the crystallised money is either 
re-registered to the same Scottish Widows Funds they were invested in before or 
if they were previously invested in other funds, they will remain in the Retirement 
Income Control Account until further investment instructions are received.

RETIREMENT PLANNING RETIREMENT INCOME

Control Account Control Account

SW Funds SW Funds

Other investments Other investments Customer

Y%
1

Z% 2

HMRC

STEP 2

Once monies are re-registered into Retirement Income, any taxable income payment required will be paid from there. 
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Tax-free cash paid out from 
Retirement Planning

Income paid out from 
Retirement Income

WHAT IF THERE ISN’T ENOUGH MONEY IN THE CONTROL ACCOUNT TO MAKE  
THE PAYMENTS?
If there is not enough in the Retirement Planning Control Account to make the payments, we will automatically disinvest 
units from any Scottish Widows Funds held on a proportionate basis.

3 The crystallised funds are re-registered into 
Retirement Income...

1 25% of the designated amount (i.e. the tax-free cash 
payment) is paid to the customer from the Control Account.

2 The remaining 75% is taken proportionally from  
Scottish Widows Funds in Retirement Planning.

4 … by the same amounts, into the same Scottish Widows 
Funds they were invested in, in Retirement Planning  
(and irrespective of any amounts invested in other  
Scottish Widows Funds within Retirement Income).

RETIREMENT PLANNING RETIREMENT INCOME

Control Account Control Account

Other investments Other investments

75%
25%

Customer

1

3
SW Funds

A B C

SW Funds

A B C D

2 4

STEP 1

3 Any income tax (Y%) is deducted and paid to 
HMRC via PAYE.

1 The shortfall between the Control Account balance and the gross payment 
(X%) is encashed proportionally across ALL Scottish Widows Funds in 
Retirement Income. 

This means money will be taken from any existing Scottish Widows 
Fund holding (in this example fund D) as well as those that have been 
re-registered from Retirement Planning (funds A,B and C) after the 
payment of tax-free cash.

2 The encashed amount is paid into the Retirement 
Income Control Account.

4 The remainder (Z%) is paid to the customer 
as a separate payment from the tax-free cash.

STEP 2

RETIREMENT PLANNING

Control Account

Other investments

SW Funds

Control Account

Other investments

RETIREMENT INCOME

X%

2

Customer

Y%
3

Z% 4

HMRC

SW Funds1

DA B C
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If the customer is not invested in Scottish Widows Funds 
we cannot automatically disinvest units and you must 
instruct us (on-line or by telephone) to sell the appropriate 
assets and ensure the proceeds are transferred to the 
Control Account before the payment due date or the 
payment will fail. We will check if you have enough in the 
Retirement Planning Control Account or Scottish Widows 
Funds to make the next payments (the next three months’ 
payments or next two quarterly payments or next one 
half-yearly or annual payment) and inform you if not.

HOW IT WORKS

Scottish Widows Funds 

• Where there in not enough money to meet the tax-free 
cash part of the payment, any Scottish Widows Funds 
to be disinvested will be moved to the Retirement 
Planning Control Account and immediately paid out 
as tax-free cash. 

• Any Scottish Widows Funds in Retirement Planning 
being disinvested to meet the taxable income part of 
the payment will be immediately re-registered into 
the Retirement Income part of the Account into the 
same Scottish Widows Funds as they were in before. 
We will then use the assets held in the Retirement 
Income Control Account to make the payment. If 
there isn’t enough money in the Retirement Income 
Control Account we will proportionately disinvest 
from any Scottish Widows Funds held in Retirement 
Income in order to make the payment.

Where a customer holds different Scottish Widows 
Funds in their Retirement Planning and Retirement 
Income parts, even if they draw 100% taxable income 
from every Drip Feed Drawdown payment they will 
find that re-registered Scottish Widows Fund 
holdings start to build up in Retirement Income.

This is because our automatic disinvestment 
function looks at the Retirement Planning and 
Retirement Income parts separately to pay tax- free 
cash and taxable income. Where necessary, it will 
disinvest proportionally across ALL Scottish Widows 
Funds held in Retirement Income to pay taxable 
income, rather than disinvesting from just the 
Scottish Widows Funds that have been re-registered 
from Retirement Planning. This could mean that fund 
holdings in those re-registered Scottish Widows Funds 
start to build up in Retirement Income over time.

This will need to be corrected through manual 
intervention. Note that the customer is not financially 
disadvantaged by this re-registration process, since it 
is free of charge and without any bid-offer spread, but 
it may mean that their Retirement Income investment 
portfolio needs to be re-balanced periodically, for 
example, the existing funds may be better performing 
than the funds that have been re-registered. Using 
existing funds to pay some of the Drip Feed Drawdown 
payment would affect the return available from them.

If the customer wishes to invest the re-registered 
money in different funds you must manually instruct 
us to do this every time.
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Adviser Portfolios containing Scottish Widows Funds

• For Accounts invested in Adviser Portfolios (either 
Retirement Planning or Retirement Income), any 
Scottish Widows Funds disinvested to allow payment 
to be made will be re-registered into the Retirement 
Income Control Account. If your customers wants 
to be invested into an Adviser Portfolio or other 
specific funds you must instruct us to do this when 
the money is re-registered.

Fund Supermarket, Discretionary Fund Managers and 
Share dealing funds

• If the customer has no investments in Scottish Widows 
Funds, you will need to make sure that sufficient 
assets are held in the Retirement Planning Control 
Account to make the payment. It is not possible for 
assets held in Fund Supermarket, Discretionary Fund 
Management, or Share dealing to be automatically 
sold to make the payment. You must instruct us 
(on-line or by telephone) to sell the appropriate 
assets and ensure the proceeds are transferred to the 
Control Account before the payment due date or the 
payment will fail. If any of the money that has been 
designated is to stay in the Retirement Income part, 
it will remain in the Control Account until you give us 
investment instructions. 

COULD A PAYMENT FAIL?
We will do all we can to make sure a payment is made 
on the day requested. If this is not possible in certain 
circumstances we will continue to try to make the 
payment for up to 11 days after the due date. 

The payment will fail if:

• Either the Retirement Income or Retirement Planning 
Control Accounts have a negative value at the point 
of payment.

• Switches or pending trades are in progress.

• There are insufficient funds in the Control Account 
on the payment due date.

We will contact you and your client to inform you of  
any failure.

HOW WILL DRIP FEED DRAWDOWN 
AFFECT CUSTOMERS ALREADY IN 
RETIREMENT INCOME?
A customer can continue to take income from the 
Retirement Income part and add the Drip Feed 
Drawdown option if they wish.

Any money not taken as income from the Drip Feed 
Drawdown option will be added to the existing 
Retirement Income part. When the value of the 
Retirement Income part is recalculated on an annual 
basis, the new value will include the Drip Feed 
Drawdown payments added during the year. 

If a customer takes income from the Retirement Income 
part on a ‘percentage of fund’ basis, when this is 
recalculated the new income amount will be based on 
the new total value held in the Retirement Income at the 
time of the annual review.
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6. HOW TO APPLY

Applying for Drip Feed Drawdown is simple and can be 
done on-line.

Once the application has been accepted the Drip Feed 
Drawdown option must be set up and first payment made 
within 30 days.

FOR EXISTING BUSINESS 
For an existing customer, you can get an illustration on-
line or by phoning our Client Services team. The normal 
retirement age for the plan must be age 75 or less to be 
able to illustrate.

Once your customer has accepted the illustration, you 
can instruct our Customer Services team to proceed by 
phone, email or letter.

FOR NEW CUSTOMERS
You can get an illustration on-line or by phoning our 
Client Services team.

REQUESTING AN ILLUSTRATION ON-LINE
To request an illustration on-line log on to our 
secure site -

https://extranet.secure.scottishwidows.co.uk/login

1. Select ‘Retirement Account’ and complete client 
details and retirement choices

2. Select ‘Drip Feed Drawdown’ from the Policy 
Details menu

3. Complete payment details

4. Select Drip Feed Drawdown structure and details

5. Select investments

6. Select remuneration option

7. Illustrate.

Once your customer has accepted the illustration,  
you can apply for the business by completing an  
online application.

The customer must have enough money in the Control 
Account or invested in Scottish Widows Funds to cover 
three months of payments. If payments are quarterly, 
they will need two quarters’ payments in those 
investments. If payments are half-yearly or yearly they 
will need one payment invested in the Control Account  
or Scottish Widows Funds.

HOW CAN I MAKE AMENDMENTS TO A 
DRIP FEED PAYMENT?
To amend your customers Drip Feed Drawdown you can 
obtain an illustration as above.

Once your customer has decided to proceed with the 
amendment you can contact our Client Services team 
by phone, email or letter to advise them of the required 
change and they will provide you with an illustration 
if required.
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7. EXAMPLES OF CASES

Example 1:

Drip feed Drawdown Payments being paid from 
Control Account and/or Scottish Widows Funds

William wants to reduce his working hours prior to 
fully retiring and accessing his paid up final salary 
scheme in a few years’ time. 

• He has a fund value of £190,000 in  
his Retirement Account Retirement  
Planning element.

• He has no value in Retirement Income.

• He wishes to take a £10,000 per month to 
replace the reduction in his salary as a Drip Feed 
Drawdown payment, made up of £2,500 tax-free 
cash and £7,500 associated taxable income.

William has the following investments in 
Retirement Planning.

Scottish Widows Funds Value

SW Mixed Fund £30,000

SW Cash Fund £70,000

SW International Fund £80,000

Control Account £10,000

Total £190,000

Month 1 income payment

In order to pay the £10,000 Drip Feed Drawdown 
payment in month 1, the system will target the value in 
the Control Account.

Within the same overnight run the system will pay 
£2,500 as tax-free cash from the Retirement Planning 
part of the Account. The system will then re-register 
£7,500 from the Retirement Planning Control Account 
to the Retirement Income Control Account, and then pay 
this amount out as the taxable income payment.

William’s adviser will then be able to access our system 
at a later date and see:

• £2,500 tax-free cash being paid from the Retirement 
Planning Control Account

• £7,500 of Retirement Planning Control Account 
assets being re-registered into Retirement Income 
Control Account, and

• £7,500 (gross) being paid from the Retirement 
Income Control Account as taxable income.

William has the following investments in his Retirement 
Planning element at the end of month one.

Scottish Widows Funds Value

SW Mixed Fund £30,000

SW Cash Fund £70,000

SW International Fund £80,000

Control Account £nil

Total £180,000
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Month 2 Drip Feed Drawdown payment

William no longer has any Control Account value in Retirement Planning, but he has Scottish Widows Funds holdings so we 
will disinvest proportionately from these in order to meet his Drip Feed Drawdown payment. 

In order to pay William’s Drip Feed Drawdown payment the following amounts will be designated from each fund.

Scottish Widows Funds Value Designation calculation Amount to be designated

SW Mixed Fund £30,000 £30,000/£180,000 x £10,000 £1,667

SW Cash Fund £70,000 £70,000/£180,000 x £10,000 £3,889

SW International Fund £80,000 £80,000/£180,000 x £10,000 £4,444

Control Account £nil

Total £180,000 £10,000

In order to make the Drip Feed Drawdown payment 25% 
of each amount designated will be moved to the Control 
Account and paid as the tax-free cash element.

The remaining amounts that are to be designated will be 
re-registered to Retirement Income in the same funds, 
in the same proportions as they were held in Retirement 
Planning. The amounts re-registered will be as follows:

Scottish Widows Funds Amount to be 
designated

SW Mixed Fund £1,250

SW Cash Fund £2,917

SW International Fund £3,333

Total £7,500

Our system will then automatically disinvest these funds 
to the Retirement Income Control Account to allow the 
taxable income part of the Drip Feed Drawdown payment 
to be made.

When William’s adviser looks back at his customer’s 
Retirement Account history he will see:

• £10,000 value being reduced in the Retirement 
Planning part, with 

• £2,500 tax-free cash being paid from the Retirement 
Planning Control Account

• £7,500 of Scottish Widows Funds being re-registered 
into Retirement Income 

• £7,500 of Scottish Widows Funds being disinvested 
from Retirement Income into the Retirement Income 
Control Account, and

• £7,500 taxable income payment being paid from the 
Retirement Income Control Account
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Retirement Account

Example 2:

Drip feed Drawdown Payments being made from when a customer is in an Adviser Portfolio containing 
Scottish Widows Funds and Fund Supermarket Funds 

Penny is in the Low Volatility Medium Risk Adviser Portfolio from her IFA firm Good Advice. The investments in the 
portfolio are as follows:

Low Volatility Medium Risk Adviser Portfolio

Percentage holding SW Fund / Fund 
Supermarket Fund

Monetary holding

SW Cash Funds SW Fund 20% £10,000

SW Pension Portfolio 3 SW Fund 18% £9,000

SW Premier Pension 
Portfolio 2

SW Fund 25% £12,500

Aberdeen Short Term 
Corporate Bond Fund

FSM Fund 25% £12,500

Artemis European 
Opportunities

FSM Fund 12% £6,000

Total £50,000

Scottish Widows Funds = £31,500, other funds = £18,500
In addition Penny has a Control Account holding of:

Control Account £1,000

Penny decides to set up Drip Feed Drawdown payment of £2,000 per month.

For cases with investments in Adviser Portfolios in either Retirement Planning or Retirement Income, any Scottish Widows 
Funds disinvested to allow payment to be made will not be re-registered into funds in the Retirement Income part, 
instead, the amounts disinvested will be re-registered into the Retirement Income Control Account. If she wants it to be 
invested in different funds she will have to request this.
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Retirement Account

15

Month 1 Drip Feed Drawdown Payment

In month 1 as Penny has a holding in the Retirement Planning Control Account, this amount will be used to fund part of 
the Drip Feed Drawdown payment.

Our system will then target the Scottish Widows Funds held within the portfolio to realise the additional funds needed to 
make the rest of the payment, the disinvestment will be on a proportional basis.

Fund Percentage holding Monetary 
holding

Designation  
calculation

Amount to be moved to 
Retirement Income to 

make DFD payment

SW Cash Funds 20% £10,000 10,000/31,500 x 1,000 £317

SW Pension Portfolio 3 18% £9,000 9,000/31,500 x 1,000 £286

SW Premier Pension 
Portfolio 2

25% £12,500 12,500/31,500 x 1,000 £397

Total to be disinvested in to the Retirement Planning Control Account £1,000

The amount of £1,000 from Scottish Widows Funds will therefore be disinvested into the Retirement Planning  
Control Account. 

The Retirement Planning Control account will then pay £500 as tax-free cash, and then re-register £1,500 into the 
Retirement Income Control Account. The Retirement Income Control Account will then make a payment of £1,500 in 
respect of the taxable income part of the Drip feed Drawdown payment.

When Penny’s adviser looks back at her Retirement Account history he will see:

• £1,000 disinvested from Scottish Widows Funds into the Retirement Planning Control Account

• £500 paid from the Retirement Planning Control Account as the Drip Feed Drawdown tax-free cash payment

• £1,500 re-registered from Retirement Planning Control account into Retirement Income Control Account

• £1,500 being paid from the Retirement Income Control Account in respect of the Drip feed Drawdown taxable  
income payment.
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The information in this guide is based on Scottish Widows’ understanding  
of current tax rules and pension legislation. These may change in the future.

Charges, terms and limits may change. Full terms and conditions are 
available on request. For up to date information and literature supporting 

the Retirement Account, visit our website.

This information is for UK financial adviser use only and should not be 
distributed to or relied upon by any other person.

INFORMATION

www.scottishwidows.co.uk/ra

our dedicated Retirement Account IFA servicing team direct line 

0800 096 4364

BEE002968_SW_27253_1022.indd   16BEE002968_SW_27253_1022.indd   16 12/10/2022   16:1012/10/2022   16:10

http://www.scottishwidows.co.uk/ra


Scottish Widows Limited. Registered in England and Wales No. 3196171. Registered office in the United Kingdom at 25 Gresham Street, London EC2V 7HN. 
Authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Financial Services Register number 181655.

27253 10/22

BEE002968_SW_27253_1022.indd   17BEE002968_SW_27253_1022.indd   17 12/10/2022   16:1012/10/2022   16:10


