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In this leaflet
‘annuitant’ means the person with the pension rights.

‘annuity’ means the annuity contract.

‘Canada Life’, ‘we’, ‘our’, and ‘us’ means Canada Life Limited.

‘divorce’ and ‘divorcing’ refer equally to divorce and the 
dissolution of a civil partnership.

‘former spouse’ refers equally to the former spouse or former 
civil partner of the person with the pension rights.

UK divorces
This leaflet sets out a short explanation of the following options 
for dealing with pensions on divorce by the UK courts:

1. Offsetting

2. Pension attachment (earmarking) order

3. Pension sharing order

Overseas divorces
Couples divorcing outside the UK have the same options for 
dealing with pension rights held in the UK as those divorcing 
in the UK. However, Canada Life is unable to act on overseas 
orders, so a UK court order will be needed before any action 
can be taken.

1. Offsetting
Offsetting is simply a way for the annuitant to keep the 
income in payment from the annuity by giving up a different 
asset to their former spouse instead. We do not need to see 
any order or provision made to offset.

2. Pension attachment order
This is an order made by the court, giving instructions to 
the pension provider to pay part (or all) of the annuitant’s 
income to their former spouse, so that income is 
‘earmarked’ for the former spouse.

The order will state how much of the annuitant’s income is 
to be paid to the former spouse, usually as a percentage. 
The order should say whether the percentage is to be 

worked out on the annuitant’s net income (after tax), or 
gross income (before tax).

In Scotland, it is only possible to earmark lump sum 
retirement and lump sum death benefits, not pension/
annuity income. In the rest of the UK, the pension/annuity 
can also be earmarked.

Pension attachment orders
•  Will usually specify that the earmarked income will be 

paid by us directly to the former spouse.

•  Can, if both parties agree, state that the earmarked 
benefits in payment to the former spouse will stop if the 
former spouse co-habits with another person.

Other important points to note about pension attachment 
orders
•  All income continues to be taxed under Pay As You Earn 

(PAYE) as income received by the annuitant, not as 
income received by the former spouse.

•  Should the former spouse re-marry, enter into a new 
civil partnership or die whilst in receipt of earmarked 
benefits, the order will no longer apply and the annuitant 
will start to receive their full income again.

•  Earmarked benefits stop being paid to the former spouse 
on the death of the annuitant.

•  The annuity may provide for an income to be paid to 
a second annuitant on the death of the annuitant. If 
so, any provision to pay the former spouse as a named 
second annuitant, or to pay the annuitant’s spouse or 
civil partner at the date of death, will remain. We will not 
change the annuity contract.

Before a pension attachment order is made by the court 
please send a draft copy to us for assessment.

If applicable, we will also send a copy to the trustee/
administrator of the registered pension scheme that 
purchased the annuity.
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3. Pension sharing order
Pension sharing became available to couples who commenced 
divorce proceedings on or after 1 December 2000. It is also 
available to couples who dissolve their civil partnerships.

Pension sharing is different from pension attachment orders 
because the former spouse becomes the owner of the 
pension rights awarded as a pension share and pays PAYE 
tax on any pension income received from it.

A pension sharing order can only be made by a UK court 
order, bearing the seal of the court.

Before a pension sharing order is made by the court 
please send a draft copy to us for assessment.

If applicable, we will also send a copy to the trustee/
administrator of the registered pension scheme that 
purchased the annuity.

How pension sharing works
Pension sharing allows for a share of the cash equivalent 
value of the annuitant’s shareable benefits to be given to 
their former spouse. The cash equivalent benefit value 
(CEBV) of a Canada Life annuity is worked out by our 
actuaries, so please let us know if a CEBV is needed.

When an order is made, the share is usually stated as a 
percentage of the CEBV. This percentage is shown in an annex 
to the court order and can be any percentage up to 100%.

For example, a 50% share made against benefits with a 
CEBV of £20,000 at the point the share is carried out, will 
result in the former spouse being given pension rights of 
their own (called the ‘pension credit’) valued at £10,000. The 
50% share will be made equally across all sections of the 
benefits held by the annuitant. Canada Life will adjust the 
annuitant’s income.

Please note that the CEBV is not guaranteed. It may go up 
or down between the date(s) of quotation and the date we 
settle the share in favour of the former spouse.

What happens to the annuity contract after a pension 
sharing order
If a partial share (less than 100%) is made, the amount of 
income payable to the annuitant will be adjusted to account 
for the reduction caused by the pension sharing order. If 
the annuity contract currently names the former spouse as 
the second annuitant, we will remove them unless we are 
instructed not to. This means that after the share has been 
carried out, the former spouse will not benefit from the 
annuity contract on the death of the annuitant. However, 
any provision to pay the annuitant’s (un-named) spouse or 
civil partner at the date of death will remain.

If a 100% share is made the annuitant’s income will cease, 
the annuity contract will end and no further benefit will be 
payable to the annuitant or any other potential beneficiary 
under the contract.

Please note that care should be taken when making or 
agreeing an arrangement to pay/accept maintenance 
payments. This is because the annuitant’s income may 
have to be reduced (partial shares) or stop (if 100% share is 
awarded) before we are able to settle the pension credit in 
favour of the former spouse.

Our process for valuing and settling the former spouse’s 
pension credit, (including a description of when we adjust, 
or stop, the annuitant’s income) is explained in our leaflet, 
‘Pension sharing - Annuities - Valuing and adjusting 
income for pension sharing orders’ (reference CSD319).

Pension sharing orders made in Scotland
In Scotland, the share can be limited to the pension benefits 
that were built up during the period of the couple’s marriage 
or civil partnership.

Details of the pension share will usually be set out in a 
qualifying agreement bearing the court/sheriff’s seal and 
can either be stated as a percentage of the CEBV, or as an 
amount.

Sometimes the agreement specifies the date the benefits 
should be valued (such as the date the couple separated).

Canada Life will not pay more than the CEBV calculated 
by our actuaries at the date we settle the pension credit in 
favour of the former spouse.

What can a former spouse do with a pension credit 
arising from a pension sharing order on a Canada Life 
annuity policy?
•  If the former spouse has reached age 55 (normal 

minimum pension age), we will usually* (but are not 
required) to offer the former spouse the option to take 
benefits immediately with Canada Life. The former 
spouse may also do this with another provider by 
transferring the pension credit out of Canada Life to 
another registered pension scheme.

  Please note that Canada Life cannot start paying 
benefits to a former spouse after age 75. The pension 
credit has to be capable of being settled and an 
acceptable benefits application received at our UK 
registered office in time for payment to start before the 
former spouse reaches age 75.

 –  If the former spouse is not a UK resident it may not 
be possible for us to offer any benefit options with 
Canada Life. Please contact us for further information.

•  If the former spouse does not wish (or is not eligible) 
to take benefits with Canada Life now, she/he must 
transfer the pension credit out of Canada Life to another 
registered pension scheme. The former spouse must 
choose the new scheme and provide us with certain 
details about it in order for the share to be carried out. 
We cannot choose a scheme for the former spouse.

Taking benefits from the pension credit
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Changes introduced from 6 April 2015 give individuals more 
freedom over the benefits they take from their pension 
savings and pension credits. This allows individuals to tailor 
their retirement income plans to fit their needs.

The types of benefit options we offer to former spouses are 
detailed in our booklet, ‘Pension sharing – Selecting your 
options’ (code 5894). We send this to the former spouse 
once we have been notified that a pension sharing order 
may be made. A booklet can be provided at any time on 
request though, by calling 0345 6060708.

Canada Life may not offer the options that best suit the 
former spouse, or if we do, we cannot guarantee to provide 
the highest income where one is required. We strongly 
encourage former spouses to shop around and make sure 
they are able to obtain the right type of benefit and the 
best possible income. When deciding what to do it is also 
important for the former spouse to find out and consider 
how much tax they will pay on the benefits they are taking 
(and when), as well as how the payment will affect their 
entitlement to any income-related benefits they receive.

There are several places to find help:

•  Refer to the MoneyHelper (formerly the Money and 
Pensions Service) booklet called Your Pension: your 
choices at www.moneyhelper.org.uk. We will send this 
to the former spouse with our ‘Selecting your options’ 
booklet, or can provide one on request.

 –  Make use of the free, impartial guidance service 
through the government’s new Pension Wise 
service. We will send the Pension Wise letter with our 
‘Selecting your options’ booklet or can provide a copy 
on request.

 –  Contact a professional adviser to discuss the options 
and obtain quotations. Find a professional adviser by 
going to: www.unbiased.co.uk, 
calling 0330 1000 755; or 
emailing adviser@unbiased.co.uk

Whichever option is selected (to take benefits now or 
transfer out and take them later), the types of benefit 
available to the former spouse when they are taken, will be 
restricted by legislation. This is because the pension credit 
will have arisen on pension benefits already in payment to 
another person, making it a ‘disqualifying pension credit’.

This means that the former spouse:

•  cannot take a pension commencement lump sum (tax-
free cash) from the pension credit; and

•  will not be allowed to take any one-off lump sums* 
(25% of which is tax-free, the rest taxed) from the 
pension credit.

*  This type of payment is called an ‘uncrystallised funds 
pension lump sum’ under the pension freedoms 
introduced from 6 April 2015.

What Canada Life needs to carry out a pension sharing 
order (before it can be implemented)
We will need the following original court-sealed documents 
(or copies):

Divorces
•  Decree absolute or, if divorcing in Scotland, the decree or 

declarator of divorce.

•  Consent order or, if divorcing in Scotland, the qualifying 
agreement.

•  The pension sharing annex or, if divorcing in Scotland, 
the pension sharing schedule.

Civil partnerships

•  Dissolution order/decree or declarator of dissolution.

•  Financial provision order agreement .

•  The pension sharing annex/schedule.

We will need certain Canada Life forms (provided on receipt 
of the draft or court-sealed pension sharing annex):
•  If the share is being transferred out of Canada Life to 

another registered pension scheme (or is to be paid back 
to the original purchasing scheme), we will need:

 –  An instruction from the former spouse and 
an acceptance form signed by the trustees or 
administrator of the receiving scheme. We will 
provide a standard form.

 –  A copy of the receiving scheme’s details page, printed 
from the HM Revenue & Customs On-line Pension 
Schemes Services website, or registration letter. These 
should show the name of the scheme and the scheme’s 
pension schemes tax reference (PSTR).

•  If the share is to be used to provide immediate benefits 
with Canada Life we will need a completed application 
form and the other items listed in the form. An 
application form will be provided on request.

Pension sharing fee – to be paid before we implement 
the shares
•  We charge £600 (£500 plus VAT). If the annuitant has 

more than one policy with Canada Life, only one fee is 
charged. There are several ways to pay, details of which 
will be provided if a pension share goes ahead. In the 
case of a partial share, we can accept instructions to 
deduct the fee from each liable party’s share.

•  Where the original annuity was purchased by the trustees 
of a non-Canada Life scheme and is still in the name of 
the scheme (rather than the annuitant), the scheme may 
have its own schedule of charges, payable in addition to 
the above fee.



Divorces in Scotland
Couples divorcing in Scotland must supply the 
pension sharing requirements within two months 
of the decree or declarator of divorce. Canada Life 
will not pay any costs associated with, or caused by 
the couple having to apply to the sheriff for the two 
month period to be extended.

Pension sharing and the lifetime allowance
The lifetime allowance is the overall limit on the value of 
pension rights (including pension shares) that an individual 
can build up over their lifetime before a tax charge applies.

The limit is called the standard lifetime allowance. It is 
currently £1,073,100 and is expected to stay at this level 
up to and including tax year 2025/2026. This could change 
under future legislation, but is correct at the time of  
sending this document to you. You can find the current 
amount and further information about the lifetime 
allowance on https://www.gov.uk/tax-on-your-private-
pension/lifetime-allowance.

A tax charge arises when the total value of the pension 
benefits taken throughout a person’s lifetime (including the 
value of any benefits received from pension sharing), goes 
over their personal lifetime allowance (if appropriate).

The tax charge is known as the lifetime allowance charge.

Some individuals have a personal lifetime allowance that is 
higher than the standard lifetime allowance, or may have 
registered to protect all their rights from a potential tax 
charge. This is because they hold one of the various types of 
‘protection’ currently available from HM Revenue & Customs 
since the standard limit was introduced.

Others may have a lower personal lifetime allowance than 
the standard due to taking benefits before normal minimum 
pension age (55), for which a reduction is made.

Speak to your professional adviser if as a result of a pension 
sharing order:

•  You are receiving benefits and you think the charge may 
apply to this or any other pension benefits that you take 
in the future or affect any exisiting protection you hold 
(Enhanced, Fixed and Individual protections are lost on 
transferring a pension credit to a new arrangement);

or

•  You are giving up benefits and you already have 
protection from the charge (certified by HM Revenue & 
Customs), as this may affect your protection on any other 
pension benefits that you take in the future.

Beneficiary of death benefits
(Annuities taken out on or after 17 March 2008 only)

Annuitants should consider if they need to update any 
nomination they have made for the payment of death 
benefits that may arise under the annuity policy. Please 
contact us for the appropriate form.

The nomination of beneficiary would only apply to any 
income payments guarantee and lump sum death benefit 
selected when the annuity contract started.
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