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Infroduction

B&CE provided annvities to its members for a number of years, though we no longer do so and have
sold our business on to another insurer. That business comprised some 18,000 annuities, of which
48% had a purchase value of less than £1,000. Just 15% had a purchase value above £10,000.
However, we do not believe that our duty of care towards these individuals has wholly finished and
are concerned about the new options that they may face. As one of the largest pension providers in
the private sector, we have a keen interest in ensuring that the pensions market works in the interests
of consumers.

We agree with the broad principle of the Government’s proposals, but note that there are significant
issues with implementation. With members of DB and DC schemes being given more freedoms it
seems appropriafe to consider those who have made decisions that may not be optimal. There is
much evidence that consumers support the idea of greater flexibility in their retirement finances, and
that they feel more positive about retirement saving as a result, as evidenced by the Pension Policy
Institute’s recent Transitions fo Retirement reports.

The inflexibility, irreversibility and lack of clarity in the existing annuity market has added to the
popular idea that annuities offer poor value. The appearance of steadily reducing rates, caused by a
number of factors, also undermines annuity products. Yet in many cases, annuities are well suited to
the needs of refirees. They provide a guaranteed income with protection against longevity risk. The
recent refirement reforms offer the opportunity to rethink the way in which annuities are used and
when they are purchased.

At the point of retirement, savers are somefimes understandably wary of making an irreversible
decision that will have huge implications for the rest of their lives. Injecting greater flexibility into this
market could help to reassure customers that it's not impossible to make changes in the future. In the
majority of cases, reassignment of an annuity is unlikely to be appropriate, or come to fruition.
However, a perception of flexibility would help to restore consumer confidence in the annuity market.

However, this is a very complex area. It may seem like a simple change, but the devil will be in the
implementation. For example, the Government will need to think about annuities held by the Trustee
of a DC scheme in the name of their member. The Government should also consider whether these
reforms have consequences for the treatment of annuities in case of bankruptcy.

Furthermore, there is a real potential for consumers to get ripped off, given the asymmetries of
information between consumers and the industry and low levels of consumer engagement.
Appropriate safeguards are necessary to protect consumers.

Advice

With the complexity of the issues that savers have to consider, it is essential for the Government to
consider how it can best equip savers to make an appropriate decision and ensure that they do not
get ripped off.

For people with substantial annuities, there should be a requirement to obtain independent financial
advice.

However, many of our members, both foday and in the past, reach refirement with only small
pension pots. For example, from April 2014 when the triviality limit was raised to £10,000, half of our
savers who have purchased an annuity have done so with a pot of less than £10,000. Over three
quarters did so with a pot of less than £30,000. It is unlikely that these members are wholly reliant on
these annuities fo support their retirements. There are situations in which exchanging a modest
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