
 
 

 
 
16 August 2016 
 
 
Mr Mike Moore 
Department for Work and Pensions 
Private Pensions  
1st Floor Caxton House 
Tothill Street 
London   SW1H 9NA 
 
By email: earlyexit.chargesconsultation@dwp.gsi.gov.uk  
 
 
 
 

 
Dear Mr Moore 
 
Capping early exit charges for members of occupational pension schemes  
 
The Association of Accounting Technicians (AAT) is pleased to comment on the Department for Work 
and Pensions consultation “Capping early exit charges for members of occupational pension 
schemes” (the condoc), published on 26 May 2016.  
 
AAT is submitting this response on behalf of our membership and from a wider public benefit 
perspective.  Many of the questions relate to detailed operational issues in relation to the 
administration of occupational pension schemes, areas in which AAT has no direct experience or 
close involvement. Therefore AAT has limited its response to those questions where it believes it can 
make a worthwhile contribution to the consultation. 
 
AAT strongly supports the goal of removing obstacles to the accessing of the pension freedoms 
introduced in April 2015. There are numerous situations where individuals might want to access 
some, or all, of their pension before their agreed retirement age. Where individuals wish to access 
their pensions flexibly, they should be able to do so without being penalised with excessive and unfair 
costs.   
 
Flexible access to pensions enables individuals to manage their tax and financial affairs efficiently in 
the years approaching and through retirement. Individuals wishing to plan their retirement and pre-
retirement strategy should not be deterred from such action through the imposition of early exit 
charges levied by trustees, providers or third-party administrators.  
 
The level of exit-charges levied appears to be at best arbitrary and at their worst discriminatory to 
consumers, serving to damage trust in pensions and the broader savings industry. Capping exit 
charges on pensions will contribute towards rebuilding trust in pensions and long-term savings.  
 
Research from Citizens Advice1 indicates that 2 million individuals will face an exit charge of over £50, 
while 896,000 individuals could face an exit charge of over 5 per cent of their pension pot. Indeed, 
individuals with pensions of £20,000 or less who have already exercised their right to access their 
pensions flexibly have incurred an average of £1,966 in charges, almost 10 per cent of the value of 
their pot.  
 
While it should be noted that the Citizens Advice figures do not separate out market value 
adjustments (MVAs) from With Profits funds, which are arguably legitimate exit penalties designed to 
ensure other members within the fund are not adversely affected by the withdrawal, it is clear from the 
research referred to at paragraphs 2.5 and 2.6 of the condoc that many people are experiencing 

                                                      
1 https://www.citizensadvice.org.uk/about-us/how-citizens-advice-works/media/press-releases/people-not-shopping-around-
under-the-pension-freedoms-revecitizens-advice 
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disproportionately high exit charges, with the effect that they are being deterred from exercising their 
pension flexibly, as intended by the legislation. 
 
Question 5: Do you have any comments on the proposed definition of MVAs? Are there other 
features of an MVA that would need to be captured in any definition?  

AAT supports the proposed definition of an MVA as set out in the condoc, and agrees that the same 
definition being set by the Financial Conduct Authority (FCA) should also apply for With Profits funds 
held within occupational schemes.  

Question 6: Do you have any comments about the proposed approach to “terminal bonuses” 
and their exclusion from the definition of MVAs? 

AAT agrees with the condoc proposal that where a scheme member is entitled to a terminal bonus 
either as an express entitlement or as a reasonable expectation, then that terminal bonus should not 
fall within the definition of an MVA for the purposes of the calculation of exit penalties. 

Question 7: Would a similar definition of MVAs assist trustees or managers to determine what 
was in scope of an exit charge?  

Yes, it seems entirely appropriate the same definition of MVAs should apply to occupational schemes 
and personal pensions. 

Question 9: Is there any evidence to suggest that occupational pension schemes should apply 
a different level of cap to that applied to personal pension schemes? 

AAT is not aware of any evidence to suggest that occupational pension schemes should apply a 
different level of cap to that applied to personal pension schemes. 

Aligning the servicing costs of occupational and group personal pension schemes would reduce 
regulatory arbitrage in the long term and enable service providers to offer a uniform proposition across 
both occupational and personal pensions.   

Such an approach would strike the right balance between effective competition and consumer 
protection. Part of the problem with early exit charges is that the individual has no alternative but to 
pay them if they wish to access their pension. Trustees and scheme sponsors on the other hand are 
in the position of being able to shop around for third-party administrators that can perform the task as 
cheaply as possible.  

Question 10: Do you agree with the levels of the proposed cap? 

AAT agrees with the levels of the proposed cap.  
 
The FCA has concluded this level of cap is achievable for personal pensions, and providers operating 
in that sector have not spoken out against the proposal. It would be inappropriate to allow 
occupational schemes to charge their members more for accessing their pension flexibly than those in 
group personal pensions.  
 
To conclude; for the reasons given above, AAT supports the proposals for the capping of early exit 
charges in occupational schemes. Workplace pensions are an essential part of the nation’s long-term 
saving provision and government and other stakeholders need to work to rebuild trust in them. Early 
exit penalties appear arbitrary to consumers and attract negative media coverage when they are 
exposed. Similarly, with the FCA moving to introduce parallel controls on exit penalties for personal 
pensions, not doing so for occupational schemes would create an uneven regulatory playing field, 
with scheme members treated differently purely on the basis of the type of scheme their employer 
chose to select. AAT believes these regulations will improve scheme member outcomes and reduce 
opportunities for regulatory arbitrage between occupational and personal pensions.  
  



 
 

 
About AAT   
 
AAT is a professional accountancy body with over 49,200 full and fellow members2 and 74,000 
student and affiliate members worldwide. Of the full and fellow members, there are over 4,200 
members who are licensed to 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. 
 
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 sincerely 
 

 
 
 
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 

                                                      
2 Figures correct as at 30 June 2016 
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