
 

 
25 October 2016  

 

Assets, Savings and Consumers 
HM Treasury  
1 Horse Guards Road  
London  
SW1A 2H 
United Kingdom 
 
Email: pensionsadviceallowanceconsultation@hmtreasury.gsi.gov.uk  

 
 
Dear Sir/Madam, 

Association of Accounting Technicians response to the HM Treasury consultation 
“Introducing a Pensions Advice Allowance” 
 
The Association of Accounting Technicians (AAT) is pleased to have the opportunity to respond to the HM 
Treasury consultation “Introducing a Pensions Advice Allowance”, published on 30 August 2016. 

 
AAT is submitting this response on behalf of our membership and for the wider public benefit of achieving 
the sound and effective administration of taxes. 
 
AAT has added comment in order to add value or highlight aspects that need to be considered further, but 
has not answered those questions aimed specifically at pension providers.  
 
Overview  
 
The proposal to introduce a Pension Advice Allowance is to be welcomed. Indeed, the trend away from 
defined benefit towards defined contribution and the continuing increase in the state pension age means 
individuals are increasingly taking financial responsibility for their own retirement. Yet without financial advice 
individuals can make decisions that can have long-term negative repercussions on their finances. 
 
Even before the introduction of pension freedoms in April 2015, the unmet need for more people to get 
advice on their retirement planning – the so-called ‘advice gap’ was considerable.  
 
Since the 2015 changes, which bring increased choice with increased complexity, that need is even greater, 
yet take-up of advice is restrained by consumer concerns over affordability and trust
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. AAT believes the 

Pension Advice Allowance should help make financial advice more affordable. 
 
Question 2 - The government welcomes views on the proposed design of the Pensions Advice 
Allowance. 
 
The government's plan to make the Pensions Advice Allowance operate along similar lines to, and effectively 
as an extension of, the existing adviser charging rules is a sensible one as it will minimise operational 
changes both for advisers and providers.  
 
Question 3 - The government welcomes views on this option. Are there any other ways to limit the 
number of times people can use the allowance? 
 
The government's cautious approach with regard to restricting the number of times the Pensions Advice 
Allowance can be used to three occasions is sensible. Individuals that are paying for advice more than three 
times over their lives are clearly relatively comfortable with paying for it and therefore do not need the 
stimulus of a tax break to encourage them to do so.  
 
Question 4 - What age should the allowance be available from? 
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It could be argued that there should be no age limit, as the sooner individuals start their retirement planning, 
the better. However, AAT agrees with the consultation’s view that creating an age eligibility requirement will 
create a nudge message to individuals that ‘this is the age the government recommends you get advice 
about your retirement’. 
 
AAT does not have any specific age recommendation for the allowance, but notes that decisions made in the 
decade prior to retirement, when individuals are still accumulating, will have a significant impact on eventual 
retirement readiness. Setting the entitlement to the allowance later than age 50 would leave insufficient time 
for the advice given to increase the assets needed for retirement. Setting it before age 45 would reduce the 
effectiveness of the nudge.  
 
Question 5 - How could consumer awareness of the allowance be increased? 
 
As described in the answer to Question 4, the pension advice allowance qualifying age should create a 
message (a nudge) that financial advisers and pension providers could build marketing and media 
campaigns around. Furthermore, once established it is likely to be highlighted by commentators in the media 
and by policymakers. 
 
Question 7 - The government invites comment on the proposed scope of the Pensions Advice 
Allowance. 
 
The Pension Advice Allowance should only be available for full financial advice and not for guidance. The 
concern that £500 could become a 'price point' for tailored guidance services is a valid one.  
 
Excluding guidance from the Pension Advice Allowance will keep competitive pressure on providers, 
ensuring they continue to work towards delivering quality guidance services for less than £500. Given the 
rapidly evolving robo advice
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 sector, and the increased efficiency of the advisory process that will be 

achieved once the pensions dashboard is established, the government should not introduce allowances that 
would work against competition driving efficiency.  
 
Question 9 - How could the government maximise access to the Pensions Advice Allowance? 
 
The government could make offering access to the Pensions Advice Allowance mandatory for qualifying auto 
enrolment schemes. This would ensure that the great majority of working age people would be able to 
benefit from the allowance. 
 
The government understandably should not want to put more onerous obligations on providers than are 
necessary. However, it is inevitable that some providers will shy away from offering access to the allowance 
if they are not compelled to do so, as was the case when certain providers initially refused to offer access to 
pension freedoms, because of the increased expense in doing so.  
 
Question 10 - How much of the pension market would be likely to offer the Pensions Advice 
Allowance to their customers? 
 
Offering the Pensions Advice Allowance will involve some administrative expense and lead to money leaving 
pots, so it seems likely that closed or 'legacy' pension providers will be unlikely to offer the facility. It also 
seems likely that at least some active market participants will avoid offering the Allowance if they do not 
already offer adviser charging, as it will require resource and expense to implement.  
 
Question 13 - The government welcomes views and evidence on any difficulties in offering the 
Pensions Advice Allowance presented by scheme rules or more generally in respect of members of 
occupational pension schemes. 
 
It is anticipated that some schemes could consider that offering the Pensions Advice Allowance will not be 
allowed without changing their scheme rules.  
 
Question 14 - The government welcomes views and evidence on any difficulties in offering the 
Pensions Advice Allowance for automated advice models. 
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 A robo-advisor (robo-adviser) is an online wealth management service that provides automated, algorithm-based portfolio 

management advice without the use of human financial planners. 



 

AAT does not have any observations to make other than to note that certain automated advice models 
already charge considerably less than £500 for 'advice', but then charge around £500 for ‘fulfilment’ of the 
advice recommendation. The government therefore may wish to clarify further the boundary between 'advice' 
and 'fulfilment'.  
 
Question 16 - Are there any other ways to mitigate the risk of fraud? 
 
Limiting the number of times an individual can make use of the Pensions Advice Allowance to three will 
mitigate the risk of fraudulent use of the allowance.  
 
About AAT 
 
AAT is a professional accountancy body with approximately 50,000 full and fellow members and 80,000 
student and affiliate members worldwide. Of the full and fellow members, there are over 4,200 licensed 
accountants 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. 

 
If you have any queries or require any further information, please do not hesitate to contact our Technical 
Consultation Manager, Aleem Islan, at consultation@aat.org.uk  
 
Yours sincerely, 
 

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