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The Secondary Annuities Market and Housing Benefit  

Introduction 

1. From April 2017, pensioners will be able to exchange the income they receive 
from their annuity for a cash lump sum. This circular explains the changes and 
actions required. You may also find it helpful to refer to Circulars HB A4/2015 
and A7/2015, both of which contain more information about pension flexibilities. 

 
Background  
2. Since April 2015, people aged 55 and over have been able to withdraw money 

from their ‘defined contribution’ pension fund on a flexible basis, without 
restriction and at their marginal income tax rate. However, these pension 
freedoms did not include people who had already purchased an annuity before 
April 2015. The Chancellor therefore announced that the ‘Secondary Market for 
Annuities’ will be available to those people from April 2017; where they will be 
given the opportunity to assign (i.e. sell) their annuity to a third party, in 
exchange for a cash lump sum or alternative form of annuity.   

3. Most people who purchased an annuity before April 2015 are likely to be over 
65, so the majority of activity in relation to benefit recipients is expected to be 
within Pension Credit and Housing Benefit (HB). 

4. The benefit rules are not changing. However, it is possible that some people 
might expect to access benefits (or keep their existing benefits) by giving up their 
annuity income, whilst obtaining potentially large sums of capital. The 
government’s policy is that people should use their own resources before 
seeking support from the state. Whilst people should be able to use their 
pensions flexibly, they should not be able to substitute their pension income for 
benefits. Therefore, you should continue to apply the existing rules around tariff 
income and deprivation, treating each case on its own individual circumstances.  

5. There may be circumstances in which it is appropriate to award (or increase) 
benefits after someone has assigned an annuity, for example, if they use their 
cash lump sum to repay a debt, or to pay for urgent home repairs.  

 
Example 1 – applying tariff income 
 
HB claimant is 67 years old and single. He bought an annuity in July 2014 and 
receives £50 per week from it. He has £5,000 in savings. He receives Pension 
Credit Guarantee Credit.     
 
In May 2017, the customer assigns his annuity to a pension provider. They give him 
a cash lump sum of £31,500, and in return the pension provider will receive the 
income from the annuity. He now has savings of £36,500 and tariff income is applied 
to his Pension Credit claim.  
 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/424135/a4-2015.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/424144/a7-2015.pdf
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The customer’s Pension Credit Guarantee Credit is reduced but remains in 
payment. This means HB remains passported and in payment.  
 
The figures used are for illustration purposes only.  
 

 
Example 2 – considering the deprivation rules  
 
HB claimant is 67 years old and single.  He bought an annuity on his 65th birthday in 
July 2014 and receives £20 per week from it. Together with his State Pension of 
£200 per week his total income is £220 per week. His rent is £100 per week and his 
HB award is currently £66.66 per week. 
 
In May 2017 the customer assigns his annuity for a cash lump sum of £15,000. 
 
The customer’s income has reduced to £200 per week.  However, his total capital is 
now above the HB lower capital threshold and will attract tariff income of £10 per 
week. The customer’s new HB award is £73.16 per week. 
 
The Decision-maker should also consider whether the customer deliberately 
deprived himself of the annuity income in order to increase his benefit award.  If 
there is sufficient evidence that this is the case the customer should be treated as 
still receiving the original annuity income of £20 per week. Adding his £10 tariff 
income would reduce the HB award to £60.16 per week.     
 
The figures used are for illustration purposes only.  
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          Annex A 

Q&A brief for staff dealing with claimant queries  
 

Where can I get help to decide what to do with my annuity?  
 
Guidance to help you consider your options in the Secondary Annuities Market can 
be obtained via the Pensionwise.Gov website.  
 
Guidance is also available over the phone from the Pensions Advisory Service (tel. 
0300 123 1047) and face-to-face from some Citizens Advice Bureau offices. 
 
Will I be able to claim benefits if I sell my annuity?  
 
We will need to look at your total weekly income (taking into account the income you 
are deemed to receive from the lump sum and any other capital you hold). We may 
also consider whether you deliberately deprived yourself of the income from the 
annuity to get benefits, or whether you have used (or intend to use) the lump sum in 
a reasonable way. 
 
If we consider you did deliberately deprive yourself then we will take a notional 
amount of money into account when calculating your benefit entitlement. 
 
Will my benefits increase if I sell my annuity? 
 
If you exchange your annuity for a cash lump sum, we will need to consider what 
your new total weekly income will be (taking into account the income you are 
deemed to receive from the lump sum and any other capital you hold). We may also 
consider whether you deliberately deprived yourself of the income from the annuity 
in order to get benefits, or whether you have used (or intend to use) the lump sum in 
a reasonable way.  
 
If we consider you did deliberately deprive yourself, then we will take a notional 
amount of money into account when calculating your benefit entitlement.  
 
If you are thinking of cashing in your annuity, you should consider how it might affect 
your entitlement to benefits. You might think you will have less income in the means 
test but the resulting capital may still be assumed to provide you with an income.  
Depending on your wider circumstances, this might mean a reduction in your 
benefits.     
 
What happens if I sell my annuity and spend all the lump sum, and then don’t 
have enough money to live on? 
 
If you spend all your money and then claim benefit, we will need to consider if you 
deliberately deprived yourself of your pension and then your lump sum in order to 
get benefit (or more benefit).   
 
If we consider you did deliberately deprive yourself, then we will take a notional 
amount of money into account when calculating your benefit entitlement.  
 

https://www.pensionwise.gov.uk/
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If people can sell their annuities, why punish those in receipt of benefits who 
choose to do so? 
 
The Government wants retired people to have a choice about how they use their 
pension pots.  It recognises that some people receiving benefits may have pressing 
financial needs and consequently will use their cash lump sums in a reasonable way 
to meet those needs.  However, people should utilise all forms of income available 
to them before claiming means-tested benefits. It would not be right to automatically 
replace someone’s annuity income with taxpayer-funded benefits.   

 

 

 

 

 

 

 

 

 


