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Introduction 

The Law Society of Scotland is the professional body for over 11,000 Scottish solicitors.  

With our overarching objective of leading legal excellence, we strive to excel and to be a 

world class professional body, understanding and serving needs of our members and the 

public.  We set and uphold standards to ensure the provision of excellent legal services and 

ensure the public can have confidence in Scotland’s legal profession. 

 

We have a statutory duty to work in the public interest, a duty which we are strongly 

committed to achieving through our work to promote a strong, varied and effective legal 

profession working in the interests of the public and protecting and promoting the rule of 

law.  We seek to influence the creation of a fair and just society through our active 

engagement with the Scottish and United Kingdom governments, parliaments, wider 

stakeholders and our membership. 

 

We welcome the opportunity to respond to the UK Government’s consultation on creating a 

secondary annuity market: tax framework. 

 

1. Deferred annuities (paragraph 3.19)   

 

The paper allows for assigning or surrendering deferred annuities as well as immediate 

annuities (annuities in payment).  If the annuitant has reached normal minimum pension 

age (or their protected pension age) or is able to take their benefits on the grounds of ill-

health, the existing legislation allows them to take a mixture of a pension commencement 

lump sum and an unsecured fund pension lump sum or to transfer the surrender proceeds 

to another registered pension scheme.   

 

The Committee believes that the extension to cover deferred annuities should therefore be 

restricted to assignments before and after the age of 55 (or the protected pension age) to 

avoid any potential for uncertainty over which regime applies.  
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As deferred annuities can be surrendered and the proceeds applied to registered pension 

schemes, the potential market for assignments is likely to be small as it would only appeal 

to customers who may be subject to a market value adjustment under with profits funds.  If 

HMRC is minded to allow such assignments, the legislation will need to deal with two 

additional points of detail.  The first is that these policies can be written under trust so the 

person assured is the trustee and it is the trustee who would have to assign or surrender it.  

The second is that the life assured could die before an assigned annuity comes into 

payment and the proposals ought to have covered the tax treatment of a lump sum death 

benefit.  

 

2. Unauthorised Payments 

 

The consultation paper is silent on the status of these payments but they should not be 

scheme chargeable payments to avoid past scheme administrators/insurers being liable for 

scheme sanction charges – 3.11 relates to actions of the life assured and the life assured 

should have sole responsibility for the tax.   

 

As immediate annuities are not registered pension schemes, it is the scheme administrator 

of the original scheme that is liable for any scheme sanction charge and they have no 

link/knowledge of the surrender/assignment which could be decades after their 

involvement.  Whilst the scheme administrator would be likely to be successful in an 

appeal, they are not in a position to report the payment and should not have the expense of 

going through an appeal process. 
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