
 
 

 
 
10 June 2016 
 
 
HMRC 
Savings and Pensions Policy team 
 
By email pensions.policy@hmrc.gov.uk  
 
 
 
 
 
 
Dear Sir or Madam 
 
Creating a Secondary Annuity Market: Tax Framework 
 
The Association of Accounting Technicians (AAT) is pleased to respond to the HMRC consultation 
document “Creating a Secondary Annuity Market: Tax Framework” (condoc). 
 
AAT’s responses to a number of technical questions are detailed below in recognition of the fact that 
the condoc is seeking views on the detail of the proposed tax framework for a future secondary 
market for annuities. AAT, however, believes there are other technical and operational issues that will 
present challenges to providers and advisers wishing to operate in this new secondary annuity 
market. 
 
There will doubtless be demand for the ability to surrender or assign annuities on a secondary market 
from some individuals who have bought annuities before the pension freedoms were introduced in 
April 2015. It is AAT’s view that providers may face operational issues in delivering the market.  
 
One particular problem faced by the provider of an assigned annuity is the challenge of not knowing 
that an annuitant has died. Without a direct relationship with the recipient of the annuity income, or 
their beneficiary, the issuing provider may struggle to know when payments should stop. 
 
AAT is concerned that individuals surrendering or assigning their annuity may not get good value, 
particularly if demand for the annuity they are looking to trade is low. Consumer protection must be 
paramount in establishing the new rules. AAT notes that this is a matter for the Financial Conduct 
Authority and the Pensions Regulator, and is the subject of another consultation1. 
 
AAT also notes and is concerned that allowing individuals to exchange a fixed income for life for a 
lump sum that can then easily be spent presents potential exposure to the public purse in terms of 
future means-tested benefits. 
 
As to the proposals in this condoc, AAT believes HMRC’s approach aligns the tax treatment of 
surrendered or assigned annuities with that of the broader tax framework for pensions.  
 
Consultation questions 
 
Q5 – Do the proposed connected entity and anti-avoidance rules strike an appropriate balance 
between protecting against the risk of abuse and facilitating the new market?  
 
AAT agrees that the proposed connected entity and anti-avoidance rules support the aims of the 
proposed legislation by ensuring that individuals will not be able to reduce their tax liabilities or 
increase their available pension tax allowances by assigning their rights under the annuity to another 
organisation. 

                                                      
1 Creating a secondary annuities market: secondary legislation 
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Q6 - Do you foresee wider implications for adviser charging in respect of the assignment or 
surrender of annuities affected by the proposed changes?  
 
AAT does not wish to respond to this question other than to make comment in respect of the extent to 
which advisers will be attracted to delivering advice in the field of secondary annuity surrender.  
 
This new market will generally speaking be temporary. Once those with annuities purchased before 
pension freedoms came into effect have sold them, the secondary market will largely disappear.  
 
Therefore for many advisers, it may not prove worthwhile investing in the systems and structures 
necessary to participate in what is likely to be a market that only exists for a short period of time. A 
particular obstacle to market entry for advisers will be the extent of the perceived regulatory risk of 
advising on the assignment or surrender of annuities, which may involve a similar level of complexity 
and risk as advising on transfers out of defined benefit pension schemes.  
 
Indeed, some advisers may think the regulatory risk of engaging in a complex new market, which 
carries a significant risk of consumer detriment and therefore regulatory comeback, may be 
unattractive for what is likely to prove to be a short term business opportunity.  
 
Q7 - Do you have views on the extent to which individuals assigning or surrendering annuities 
in return for paying proceeds to another pension product will have a protected pension age?  
 
AAT has no comment on this question other than to observe that the number of affected individuals is 
likely to be small. The Government’s intention to remove the effective obligation to buy an annuity has 
been public knowledge for over two years, so the number of people with a protected pension age 
under 55 who have bought an annuity before reaching 55 and who then want to assign or surrender it 
is likely to be small. Therefore, the extent of the risk to the public purse is likely to be negligible. 
 
Q8 - Should the protected pension age also apply for the purposes of payments/withdrawals 
under the new product?  
 
If individuals were entitled to benefit from a protected pension age under the current rules then AAT 
sees no reason why they should not be able to under the proposed rules.  
 
AAT envisages that the potential loss to the public purse in relation to this point is negligible.  
 
 
About AAT   
 
AAT is a professional accountancy body with over 49,800 full and fellow members2 and 80,900 
student and affiliate members worldwide. Of the full and fellow members, there are 4,200 Members in 
Practice who provide accountancy and taxation services to individuals, not-for-profit organisations and 
the full range of business types.    
 
AAT is a registered charity whose objectives are to advance public education and promote the study 
of the practice, theory and techniques of accountancy and the prevention of crime and promotion of 
the sound administration of the law. 
  

                                                      
2 Figures correct as at 31 Mar 2016 



 
 

 
Further engagement 
 
If you have any questions or would like to discuss any of the points in more detail then please contact 
the AAT at: 
 
email: consultation@aat.org.uk and aat@taxpolicyadvice.com 
telephone: 020 7397 3088  
 
Aleem Islan 
Association of Accounting Technicians 
140 Aldersgate Street 
London 
EC1A 4HY  
 
Yours faithfully 
 

 
 
Adam Harper 
Director of Strategy and Professional Standards 
 
t: +44 (0) 20 7397 3075 
f: +44 (0) 20 7397 3009 
e: adam.harper@aat.org.uk 
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