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About this guide 
 

Whether this is the first time you have received a pension savings statement from us, or 

you have received one for an earlier tax year, the topic of taxation on pensions is 

complicated and the language used technical and therefore confusing.   

 

This guide has been published as an aid to: 

 

 help explain why you have been sent a statement;  

 give you important information about the annual allowance;  

 take you through the figures on your statement; and 

 highlight the next steps that you may need to take. 

 

Your statement, along with the information provided in this guide, will help you consider 

whether you have an annual allowance tax charge to pay to HM Revenue and Customs 

(HMRC). 

 

Tax is your personal responsibility. The NHS Business Services Authority (NHSBSA) and 

your NHS employer cannot assist you with any tax liability calculations.  

 

You may wish to seek the services of a tax adviser if you are concerned about how the 

annual allowance may affect your NHS pension benefits or any other pension benefits you 

may have in a pension scheme outside the NHS. 

 

A tax adviser may also be able to assist you if you had taxable income of more than 

£110,000 during the relevant tax year as the annual allowance available to you may have 

to be tapered down to an amount lower than the standard annual allowance. 

 

The terminology used in this guide is taken from HM Treasury legislation in the Finance 

Acts and the on-line guidance published by HMRC. There is a glossary at the end of this 

guide to help explain the more technical terms used and their meanings. 
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Why have you been sent an annual allowance pension savings 

statement? 
 

There are four reasons why we would send you a pension savings statement. 

 

1. Growth in your NHS pension benefits is more than the standard annual allowance. 

 

We have a legal requirement to send you a pension savings statement if the growth in 

your NHS pension benefits over a year, known as the pension input period, is more than 

the standard annual allowance. HMRC call this growth the pension input amount. 

 

If you are a member of the 1995/2008 NHS Pension Scheme and the 2015 NHS Pension 

Scheme, and the total pension input amount across both these schemes is more than the 

standard Annual Allowance, you will receive two separate statements, one from each NHS 

scheme. 

 

The standard annual allowance is currently £40,000. 

 

2 You, or a third party, have requested a pension savings statement. This is called an 

‘on demand statement’. 

 

If you asked us for a pension savings statement we have sent one to you.  

 

If a third party has asked us for a statement on your behalf we are legally required to send 

this to you, and not to the third party. It is up to you to pass the statement onto the third 

party who asked for it on your behalf. 

 

3. You, or a third party, requested a revised statement due to a notification of 

amended data from your employer.  

 

Your employer has updated us with a change to your pensionable earnings and/or 

membership and you, or a third party, asked for a revised statement.  

 

Your employer must update us with any changes to your pension record. In turn you must 

then write to us to ask for a revised statement. A revised statement will not automatically 

be issued. 

 

4. You are a medical, opthalmic or dental practitioner. 

 

You are a medical, opthalmic or dental practitioner, and do not fall into one of the above 

three groups.  

 

We are mindful that a significant number of our practitioner members may have 

pensionable savings in other pension schemes outside the NHS and are more likely to 

request an on demand statement from us.  
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What’s in your pension savings statement? 

 
 

Pension Scheme Tax Reference (PSTR) 

 

Each NHS scheme has its own PSTR. If you have an annual allowance charge you will 

need this number when you are completing your self-assessment tax return. 

 

Pension Input Period 

 

This is the period over which the growth in your pension savings is measured. From 

2016/17 it is now aligned with the tax year. 

 

Relevant tax year pension input amount 

 

This is the growth in the value of your NHS pension’s benefits over the pension input 

period. 

 

If you are a member of the 1995/2008 and 2015 NHS Pensions Schemes or another 

pension scheme, you will have a pension input amount in each pension scheme that you 

must add together. 

 

The standard annual allowance 

 

This is the standard annual allowance for the tax year across all your pension schemes. 

You do not have a separate annual allowance for each pension scheme you are a member 

of. 

 

Your annual allowance could be lower and you need to read pages 12 to 14 to see if you 

are affected by either the tapered or alternative annual allowance. 

 

Pension input amounts for the last three pension input periods 

 

Unused annual allowance from the last pension input periods can be added to the relevant 

tax years annual allowance. 

 

If the pension input amount in one of these years is less than your annual allowance you 

will have some unused annual allowance to carry forward. Remember – your annual 

allowance may be lower than the standard annual allowance shown. 

 

Tax year 2015/16 

 

This combined periods pension input amount is split between the pre and post alignment 

tax years. 
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How do we calculate your pension input amount? 
 

Your pension input amount (PIA) is the difference between the value of your NHS pension 
benefits at the beginning, the opening value, and the end, the closing value, of the 
pension input period. 
 
Any pension contributions you, or your employer on your behalf, has paid into a NHS 
scheme are not included in the opening and closing value calculations. 
 
The following steps are used to calculate the opening and closing values. 
 
The Opening Value 
 
Step 1 We calculate your NHS pension up to the day before the start of the pension 

input period. 
 
Step 2 The pension is multiplied by a factor of 161. 
 
Step 3 If you are a 1995 Section member your automatic retirement lump sum is 

added to the amount in step 2. 
 
Step 4 The total amount is adjusted in line with inflation to reflect their value at the 

end of the pension input period. 

 
The Closing Value 
 
Step 5 We calculate your NHS pension up to the last day of the pension input 

period. 
 
Step 6  The pension is multiplied by a factor of 161. 
 
Step 7 If you are a 1995 Section member your automatic retirement lump sum is 

added to the amount in step 6. 
 
PIA 
 
Step 8 We deduct the opening value in step 4 from the closing value in step 7. This 

gives us your pension input amount. 
 
 1 A flat factor of 16 as confirmed in Section 234 of the Finance Act 2004 
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Opening and closing values 

 

These figures have been calculated using pensionable pay or membership details 

provided by your employer. It is your employer’s responsibility to ensure this data is correct 

and up to date. 

 

Adjustment in line with inflation 

 

The amount at step 4 is adjusted in line with inflation by the 12 month increase in the 

Consumer Price Index (CPI) to the September before the start of the relevant tax year. CPI 

percentages for the relevant tax year and carry forward tax years are:  

 

Tax Year CPI% September CPI 

2018/19 Not yet confirmed September 2017 

2017/18 1.0% September 2016 

2016/17 0%1 September 2015 

2015/16 2.5%2 September 2014 

2014/15  2.7% September 2013 

2013/14  2.2% September 2012 

 
1 A negative September 2015 CPI resulted in 0% CPI for annual allowance   

2 Changed to 2.5% for annual allowance  

 

 

What was different about tax year 2015/16? 

 

As part of a move for the pension input amount in all pension schemes to become aligned 

to the tax year transitional rules for tax year 2015/2016 were brought in, that introduced 

two mini tax years, each with a separate pension input period. Previously pension 

schemes had been allowed to choose their own pension input periods. 

 

As a consequence of the transitional rules a pension input period opened on 8 July 2015 

was treated as having ended on that day, with a new pension input period starting 

immediately afterwards from 9 July 2015 to 5 April 2016.  

 

If you were in active pensionable employment that spanned these dates then you have two 

mini tax years in 2015/2016, each having a different standard annual allowance. 

 

Pre-alignment tax year 

 

2015/16 Start of Pension 

Input Period 

End of Pension 

Input Period 

Standard Annual 

Allowance 

Pre-alignment 

pension input 

period 

1 April 2015 8 July 2015 £80,000 
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From 1 April 2015 to 8 July 2015 the standard annual allowance was £80,000. 

 

Post-alignment tax year 

 

2015/16 Start of Pension 

Input Period 

End of Pension 

Input Period 

Standard Annual 

Allowance 

Post-alignment 

pension input 

period 

9 July 2015 5 April 2016 £0.00 

 

From 9 July 2015 to 5 April 2016 the standard annual allowance was £0.00, but up to 

£40,000 of any unused annual allowance from the pre-alignment pension input period 

could be carried forward to the post-alignment pension input period. 

 

Pension savings in the NHS Money Purchase AVC Scheme 

 

The pension savings statement we have sent you does not include any pension 

contributions you have paid into the NHS Money Purchase AVC Scheme during the 

relevant tax year. This could be contributions with one or more of our AVC providers; 

Equitable Life, Prudential or Standard Life. 

 

You will be sent a separate statement if your pension savings in this scheme are more 

than the standard annual allowance. If you have not automatically been sent a pension 

savings statement by 6 October you can contact the provider to request an on demand 

statement. 
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What are the steps you may need to take next? 
 

You have read your pension savings statement and are now working your way through this 

accompanying guide. Remember if you are a member of both the 1995/2008 NHS Pension 

Scheme and the 2015 NHS Pension Scheme you should have received two statements, 

showing the pension input amounts in each scheme. 

 

You now need to determine if you have an annual allowance tax charge to pay.  You can 

do this by working through the following steps which we have included to assist you.  

 

Step 1 – Work out your total pension input amount in the relevant tax year. 

 

If you have pension savings outside the 1995/2008 NHS Pension Scheme, or the 2015 

NHS Pension Scheme and have not automatically been sent a pension savings statement 

by 6 October, following the end of the relevant tax year, you will need to contact your 

pension scheme provider and ask for one before you can work out your total pension input 

amount. 

 

This includes membership of the NHS Money Purchase AVC Scheme.  If you have not 

received a pension savings statement or a benefit statement from the NHS AVC provider 

please contact us for an on demand pension savings statement.  

 

You can work out your total pension input amount by adding together the pension input 

amounts from every pension scheme you were a member of during the relevant tax year. 

 

Step 2 – Determine if you have a tapered annual allowance. 

 

From tax year 2016/2017 onwards you only need to be concerned about having a lower, 

tapered annual allowance if you had taxable income of more than £110,000 during the 

relevant tax year, or a carry forward tax year.  If your taxable income was more than 

£110,000 you need to determine what annual allowance limit you have for this tax year. 

 

To help you in your determination there is more information about the tapered annual 

allowance on page 12.  

 

If your taxable income during the relevant tax year, or a carry forward tax year, was 

£110,000 or less you do not need to know about the tapered annual allowance. You will 

have the standard annual allowance for this tax year, unless you have an alternative 

annual allowance – see Step 3.  

 

Step 3 – Determine if you have an alternative annual allowance. 

 

From tax year 2015/2016 onwards you can only be affected by the lower, alternative 

annual allowance if you were a member of a money purchase pension scheme during the 

relevant tax year.  This would include membership of the NHS Money Purchase AVC 

Scheme or a personal pension. 
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If you were a member of one of these pension schemes then you need to read page 13 to 

help you determine if you meet the conditions for having an alternative annual allowance. 

 

If you were not a member of a money purchase pension scheme during the relevant tax 

year, or the carry forward tax year, you do not need to know about the alternative annual 

allowance. You will have the standard annual allowance for this tax year, unless you have 

a tapered annual allowance – see Step 2. 

 

Step 4 – Work out if your total pension input amount is more than your annual 

allowance. 

 

At this point you should have worked out your total pension input amount, across all your 

pension schemes, and determined what annual allowance limit you have for the relevant 

tax year. It’s now time to work out if your total pension input amount is more than your 

annual allowance. 

 

Your total pension input amount will either be equal to, more than or less than your annual 

allowance. If it is: 

 

a) equal to or less than your annual allowance then you do not have an annual 

allowance charge to pay to HMRC. 

 

b) more than your annual allowance you could have an annual allowance charge to 

pay to HMRC. 

 

If you conclude (a) that you do not have an annual allowance charge there is nothing 

further for you to do. You do not have to tell us or HMRC that you do not have a tax 

charge. 

 

If you conclude (b) that the total pension input amount is more than your annual allowance 

the figures in your carry forward tax years now become very important.  You can use 

previously unused annual allowance from these three tax years to increase your annual 

allowance in the relevant tax year to hopefully reduce or get rid of your annual allowance 

charge. 

 

Step 5 – Determine what unused annual allowance you have from the previous three 

pension input periods to carry forward. 

 

If the conclusion to Step 4 is (b) you now need to return to the figures on your pension 

savings statement(s) as it gives you the pension input amounts for the previous three 

pension input periods.   

 

Similar to Step 1 for each of these three tax years you need to add all your pension input 

amounts from all your pension schemes together.   
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If the total pension input amount in one of these periods is less than your annual allowance 

for that tax year you will have some unused annual allowance to carry forward. 

 

Remember you may need to revisit steps 2 and 3 for some or all of the carry forward tax 

years to determine what annual allowance limit you had for these tax years. 

 

If the total pension input amount in one of the carry forward pension input periods is equal 

to or more than your annual allowance then you have no unused annual allowance from 

that year to carry forward. 

 

Having unused annual allowance to carry forward could mean that you have a lower 

amount of annual allowance charge or even no tax charge to pay. Page 15 has some 

useful information about carrying forward unused annual allowance. 

 

Step 6 – Determine if you have an annual allowance charge. 

 

If your total pension input amount is equal to or less than your annual allowance, or the 

annual allowance plus carry forward of unused annual allowance, then you have no annual 

allowance charge to pay.  

 

If this is the case then you have nothing further for you to do. You do not have to tell us or 

HMRC that you do not have a tax charge. 

 

However, if your total pension input amount is more than the annual allowance plus carry 

forward of unused annual allowance then you do have a tax charge to pay and you will 

need to calculate the tax charge amount. 

 

HMRC has published guidance and examples on how to calculate the annual allowance 

charge in their Pensions Tax Manual at www.gov.uk/hmrc-internal-manuals/pensions-tax-

manual. 

 

HMRC has published annual allowance calculators for you to use at 

www.hmrc.gov.uk/tools/pension-allowance/index.htm 

 

Step 7 – Calculate your annual allowance charge. 

 

By following steps 1 to 6 you have determined that you are liable to an annual allowance 

charge and now need to calculate how much tax to pay.  

 

The annual allowance charge is not at a fixed rate of tax and is dependent on how much 

taxable income you earned and the total pension input amount in excess of your annual 

allowance in the relevant tax year. 

 

To find out how much tax to pay, you will need to work out the rate (or rates) of tax that 

would be charged if the excess pension input amount was added to your taxable income.  

http://www.gov.uk/hmrc-internal-manuals/pensions-tax-manual
http://www.gov.uk/hmrc-internal-manuals/pensions-tax-manual
http://www.hmrc.gov.uk/tools/pension-allowance/index.htm
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This means that the amount of the annual allowance charge can be in whole or in part at 

20%, 40% or 45%. 

 

If you are a Scottish taxpayer the three tax rates above have been replaced with the 

‘Scottish main rates’ equivalent which you can find at www.gov.uk.    

 

Step 8 – Report and pay your annual allowance charge.  

 

You have calculated your annual allowance charge and you need to inform HMRC about it 

and decide how you are going to pay it. 

 

Page 17 has information about how to inform HMRC of your annual allowance charge and 

the options that may be open to you for paying it.  

 

Page 18 has details about ‘scheme pays’. 

 

Remember - you do not need to tell HMRC about your total pension input amount if you 

do not have an annual allowance charge to pay. 

 

 

What is the tapered annual allowance? 

 
You should read this section if you have taxable income of more than £110,000 in a 

relevant or carry forward tax year from 2016/2017 onwards. 

 

It is up to you to determine if you have a standard annual allowance or a lower, tapered 

annual allowance.  The tapered annual allowance, introduced from 6 April 2016, only 

affects a relevant or carry forward tax year from 2016/2017 onwards.  

 

Your taxable income is calculated at the end of a tax year in order to determine your 

annual allowance limit for that year.   

 

Threshold income  

 

The tapered annual allowance may apply to you if your income is £110,000 or more.  This 

is known as your threshold income. It is based on your taxable income after allowing for 

certain tax reliefs plus the value of certain pension-related salary sacrifice type 

arrangements. 

 

Threshold income of £110,000 or less 

 

If you have a threshold income of £110,000 or less for a tax year you will not be subject to 

the tapered annual allowance.   

 

Threshold income of more than £110,000 

http://www.gov.uk/
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If you have a threshold income of more than £110,000 you have to determine what your 

adjusted income is.  

 

For a tapered annual allowance to apply to you in addition to a threshold income of more 

than £110,000 you also have to have an adjusted income of more than £150,000.  

 

Adjusted income 

 

This is your taxable income after allowing for certain tax reliefs, under sections 193(4) and 

194(1) of Finance Act 2004, plus the value of your pension savings during the relevant tax 

year.  

HMRC’s Pension Tax Manual has more information about adjusted income at: 

www.gov.uk/hmrc-internal-manuals/pensions-tax-manual/ptm057100. 

 

Threshold income of more than £110,000 and an adjusted income of more than 

£150,000 

 

If you determine that you have an adjusted income of more than £150,000 your annual 

allowance, for that tax year, is reduced on a tapered basis. 

 

Threshold income of more than £110,000 and an adjusted income of £150,000 or 

less 

 

A tapered annual allowance does not apply to you. 

 

Tapered reduction to the annual allowance 

 

The standard annual allowance is reduced by £1 for every £2 of adjusted income you earn 

above £150,000. 

 

If your adjusted income takes your tapered annual allowance below £10,000 for the tax 

year, your reduced annual allowance for that year is set at £10,000. This means if you 

have adjusted income of more than £210,000 your annual allowance is set at £10,000. 

 

 

 

What is the alternative annual allowance? 
 

You should read this section if you are over age 55 and a member of a money purchase 

pension scheme, this includes the NHS Money Purchase AVC Scheme or a personal 

pension, in a relevant or carry forward tax year from 2016/2017 onwards. 

 

It is up to you to determine if you have a standard annual allowance or a lower, alternative 

annual allowance.  The alternative annual allowance, introduced from 6 April 2015, only 

affects a relevant or carry forward tax year from 2016/2017 onwards.  

http://www.gov.uk/hmrc-internal-manuals/pensions-tax-manual/ptm057100
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Determine if you have an alternative annual allowance 

 

To have an alternative annual allowance for pension savings in a defined benefit scheme, 

such as the 1995/2008 NHS Pension Scheme or the 2015 NHS Pension Scheme, you 

must also have a money purchase annual allowance for pension savings in your money 

purchase pension scheme. 

 

Determine if you have a money purchase annual allowance 

 

Pension flexibilities were introduced from 6 April 2015 to give flexible access to a money 

purchase pension savings from age 55. 

 

You will have a money purchase annual allowance in respect of your pension savings in a 

money purchase pension scheme if you have: 

 

 flexibly accessed pension benefits from a money purchase pension scheme after 5 

April 2015; and  

 paid pension contributions to a money purchase scheme of more than £4,000.  

 

The money purchase annual allowance before 6 April 2017 was £10,000 and £4,000 from 

6 April 2017. 

 

The alternative annual allowance 

 

If you have a money purchase annual allowance, for pension savings in your money 

purchase pension scheme, you will have an alternative annual allowance for pension 

savings in a defined benefit scheme, such as the 1995/2008 NHS Pension Scheme or the 

2015 NHS Pension Scheme. 

 

The alternative annual allowance before 6 April 2017 was £30,000 and £36,000 from 6 

April 2017. 

 

More information about the money purchase annual allowance and the alternative annual 

allowance can be found in a factsheet on the annual allowance section of the Member Hub 

of our website and on HMRC’s website. 

 

 

 

 

 

 

 

 

 

 



Annual Allowance pension savings statement guide-20180809-(V1) 15 
 

How can I carry forward my unused annual allowance? 

 
To increase the annual allowance available to you in the relevant tax year you can carry 

forward unused annual allowance from the previous three tax years.  

 

When you have unused annual allowance 

 

If the total pension input amount in any of the previous three tax years is less than your 

annual allowance for that year you will have unused annual allowance which you could 

carry forward.   

 

For each of these three tax years you need to determine the: 

 

 total pension input amount by adding together all your pension input amounts from all 

your pension schemes; and your 

 annual allowance limit. 

 

Unused annual allowance is added to the relevant tax year’s annual allowance to give you 

more available annual allowance in order to off-set against that year’s total pension input 

amount. 

 

Carry Forward Tax Year Annual Allowance 

2017/18 Standard; Tapered or Alternative 

2016/17 Standard; Tapered or Alternative 

2015/16 Standard or Alternative 

2014/15 Standard  

2013/14 Standard 

 

If the total pension input amount in a carry forward tax year is equal to or more than your 

annual allowance then you have no unused annual allowance from that tax year to carry 

forward. 

 

When would unused annual allowance be useful? 

 

Having unused annual allowance to carry forward could mean that you have a reduced 

amount of annual allowance charge or even no tax charge to pay.  

 

How to carry forward your unused annual allowance 

 

The annual allowance for the relevant tax year should always be used first, followed by 

any unused from the previous three tax years, beginning with the earliest of these three 

years, followed by the middle year and the year before the relevant tax years. 

 

Unused annual allowance used in a previous relevant tax year 
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You cannot reuse any annual allowance from one of the three tax years if you have 

already used it to protect yourself from having an annual allowance charge in a previous 

relevant tax year. 

 

If you did not exhaust the tax year’s unused annual allowance and the tax year is still 

within the last three years you can carry forward any remaining amount. 

 

Carry forward and membership of more than one pension scheme 

 

If you are a member with pension input amounts in both the 2015 NHS Pension Scheme 

and the 1995/2008 NHS Pension Scheme you have only one amount of unused annual 

allowance.   

You have to add together all the pension input amounts from these schemes and any 

other pension scheme to determine how much annual allowance you have not used. 

 

Carry forward and the tapered or alternative annual allowance 

 

If you had a tapered or alternative annual allowance in one of the previous three tax years 

you need to factor this in when determining the amount of your unused annual allowance. 

 

To have any unused annual allowance from these tax years your total pension input 

amount must be less than your tapered or alternative annual allowance.  If your total 

pension input amount is equal to or more than your tapered or alternative annual 

allowance you will have no annual allowance to carry forward from this tax year. 

 

If you have a tapered or alternative annual allowance in the relevant tax year any unused 

annual allowance from the previous three tax years can be carried forward and added to 

this lower annual allowance limit. 

 

Carry forward from tax year 2015/2016  

 

You must determine if you have any unused annual allowance from the pre-alignment tax 

year first, up to £40,000 of which can be carried forward to the post-alignment tax year.  

 

If your total pension input amount for this post-alignment tax year is less than £40,000 you 

will have unused annual allowance from 2015/2016 to carry forward. 

 

AA of £80,000 

plus 

Unused annual allowance 

from 2014/2015, 2013/2014 

and 2012/2013 

 

AA of £0.00 

plus 

Up to £40,000 not already used up by 8 July 2015 

plus 

Remaining unused annual allowance from 

2014/2015, 2013/2014 and 2012/2013 

 

6 April 2015 - 8 July 2015 9 July 2015 – 5 April 2016 

 



Annual Allowance pension savings statement guide-20180809-(V1) 17 
 

How to report and pay and annual allowance charge? 
 

Paying an annual allowance charge to HMRC 

 

Ultimately you are responsible for paying your annual allowance charge to HMRC.  

 

You can either:  

 

 pay the tax charge directly to HMRC yourself; or  

 share that responsibility with the NHS Pension Scheme – this is an arrangement 

known as ‘scheme pays’ and more details about this is on page 18. 

 

Reporting an annual allowance charge to HMRC 

 

If you have an annual allowance charge you will need to tell HMRC about this and confirm 

how you will pay this amount over to HMRC.  

 

If you usually complete a self-assessment tax return then you must tell HMRC about your 

pension input amount and liability to the annual allowance charge as part of this return.  

 

You will need to complete the ‘Additional Information’ pages of the tax return to confirm 

that the total pension input amount exceeds your annual allowance.  

 

HMRC has published a help sheet, HS345 - ‘Pensions - tax charges on any excess over 

the lifetime allowance, annual allowance and on unauthorised payments’ to help you to 

complete the ‘Pension Savings Tax Charges’ section on page Ai4 of the additional 

information pages.  

 

You can find the help sheet by inserting ‘HS345’ into the search box at www.gov.uk. 

If you do not usually complete a self-assessment tax return or it has been some time since 

you last did so you will need to register for one by completing form SA1.  

 

It can take up to 20 working days to complete HMRC’s registration process at the end of 

which you will be given a Unique Taxpayer Reference (UTR).  

 

You can register on line by inserting ‘SA1’ into the search box at www.gov.uk. 

 

We also have to make a report to HMRC 

 

We must report all the pension savings statements issued during a tax year if the pension 

input amount in either the 1995/2008 NHS Pension Scheme or the 2015 NHS Pension 

Scheme is more than the standard annual allowance. 

 

If you pay the annual allowance charge yourself  

 

http://www.gov.uk/
http://www.gov.uk/
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You must pay your annual allowance charge to HMRC by 31 January, following the end of 

the relevant tax year. There may be interest applied if the annual allowance charge is paid 

after this date. 

 

 

What is scheme pays? 
 

You can notify us in writing if you want the 1995/2008 NHS Pension Scheme or the 2015 

NHS Pension Scheme to pay your annual allowance charge.  In return for paying your tax 

charge your NHS pension benefits will be reduced.  

 

Scheme pays election and deadlines  

 

If you want us to pay your annual allowance charge to HMRC you need to complete the 

scheme pays election notice (SPE2) available on our website - please ensure you use the 

current version of the election notice. 

In order for us to be able to accept your election we must receive it by the 31 July deadline 

date below. 

 

Annual Allowance Charge In Deadline 

2021/22 31 July 2023 

2020/21 31 July 2022 

2019/20 31 July 2021 

2018/19 31 July 2020 

2017/18 31 July 2019 

2016/17 31 July 2018 

 

You should complete and send us your election earlier if before the deadline one of the 

following events will take place, either you:  

 

 retire in the same tax year as your annual allowance charge - the election should be 

completed and sent to us at the same time or before your retirement application is 

completed; or  

 reach age 75 - the election should be completed and received by us before your 75th 

birthday.  

 

Once your election is accepted for scheme pays you are unable to withdraw it, although 

you have up to four years to change it.  

 

Mandatory scheme pays 

 

We are obligated to accept your election if: 

 

1. It is received by us by the deadline; and 



Annual Allowance pension savings statement guide-20180809-(V1) 19 
 

2. The pension input amount in the 1995/2008 NHS Pension Scheme or the 2015 NHS 

Pension Scheme is more than the standard annual allowance; and 

3. The annual allowance charge for the tax year is more than £2,000 (this is across all 

your pension schemes). 

 

Voluntary scheme pays 

 

It is up to individual pension schemes whether or not they want to offer scheme pays, on a 

voluntary basis, to their members where the conditions for mandatory scheme pays above 

are not met.   

 

Currently we only offer voluntary scheme pays only if you are a member of both the 

1995/2008 NHS Pension Scheme and the 2015 NHS Pension Scheme and:  

 

1. Your election is received by us by the deadline; and 

2. the total pension input amount in the 1995/2008 NHS Pension Scheme and the 

2015 NHS Pension Scheme is more than the standard annual allowance; and 

3. the annual allowance charge for the tax year is more than £2,000 (this is across all 

your pension schemes). 

 

Mandatory or voluntary scheme pays 

 

The amount of pension input period in the 1995/2008 NHS Pension Scheme, the 2015 

NHS Pension Scheme or the total amount across both schemes when added together will 

determine whether your scheme pays election when received is mandatory or voluntary. 

 

NHS 

Scheme 

Pension Input Amount Total 

Amount 

Scheme Pays 

1995/2008 Under standard annual allowance Under  No scheme pays 

2015 Under standard annual allowance 

1995/2008  Under standard annual allowance Over Voluntary 

2015 Under standard annual allowance 

1995/2008  Under standard annual allowance Over Voluntary 

2015 Over standard annual allowance Mandatory 

1995/2008  Over standard annual allowance Over Mandatory 

2015 Under standard annual allowance Voluntary 

1995/2008  Over standard annual allowance Over Mandatory 

2015 Over standard annual allowance 
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The maximum amount of scheme pays 

 

The maximum amount of annual allowance charge you can ask us to pay is a tax charge 

which has been calculated from the pension input amount that is over the standard annual 

allowance.  

 

If you are a member of both NHS schemes this is the total pension input amount across 

both schemes. 

 

Scheme pays and the tapered annual allowance 

 

As a consequence of having a tapered annual allowance part of your annual allowance 

charge may not satisfy the mandatory or our voluntary scheme pays conditions.   

 

If you have adjusted income of more than £150,000 this could result in you having to 

directly pay an annual allowance charge to HMRC of up to £13,500, if you had a taxable 

income of £210,000 or more. 

 

This is the annual allowance charge on the £30,000 pension input amount, the difference 

between a tapered annual allowance of £10,000 and the standard annual allowance of 

£40,000, and tax paid at the higher tax rate band of 45%. 

 

There is no obligation on us to pay this amount. 

 

Scheme pays and the alternative annual allowance 

 

Similar to the above we will not pay any annual allowance charge calculated from the 

pension input amount between the alternative annual allowance and the standard annual 

allowance. 

 

How we recover the cost of scheme pays 

 

The amount of your annual allowance charge paid is recorded as a separate account on 

your pension record, known as a notional negative defined contribution (DC).   

 

In basic terms this account is very similar to us loaning you the money now to pay your 

annual allowance charge which you will then have to pay back, with interest, when you 

either retire or if you transfer out. 

 

At retirement the total account owing, including interest, is converted into a debit amount to 

be permanently deducted from your NHS pension benefits.  

 

The Scheme Actuary has provided actuarial factors to convert the total account owing into 

a benefit reduction. Separate factors are provided for ill-health retirement cases to reflect 

reduced life-expectancy.   



Annual Allowance pension savings statement guide-20180809-(V1) 21 
 

 

These factors are available on our website. 

 

1995 Section members 

 

If you are a 1995 Section member your pension and lump sum will be permanently 

reduced when you retire. 

 

2008 Section members 

 

If you are a 2008 Section member your pension will be permanently reduced when you 

retire.  

 

2015 Scheme members 

 

If you are a 2015 Scheme member your pension will be permanently reduced when you 

retire. 

 

Members of both NHS schemes 

 

If you are a member of both NHS schemes there will be a separate benefit reduction in 

each scheme.  The reduction is apportioned based on each scheme’s pension input 

amount and the combined pension input amount across both schemes.    

 

Please make sure that you complete both sections of the SPE2, parts B and C, if you want 

all your annual allowance charge to be paid by us. 

 

What you should be aware of when asking for voluntary scheme pays 

 

If we pay your annual allowance charge on a voluntary scheme pays basis you will remain 

solely liable for it until it is paid. 

 

Because of this you are responsible for any interest HMRC may charge if the annual 

allowance charge is paid after the self-assessment tax return deadline of 31 January. We 

will not pay any interest charges in respect of a voluntary scheme pays election. 

 

If you die after making a scheme pays election  

 

If you die before we have paid the annual allowance charge to HMRC we will cancel your 

election and your estate will retain the liability for it. 

 

If we have paid the tax charge to HMRC and you die: 

 

 before your retirement - the total amount owing is written off by us; or 
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 after your retirement and your pension benefits had already been reduced - this will 

have a consequential effect on the amount of death benefits that are payable to a 

dependant. 

 

Interest on the notional negative DC account 

 

Interest is added to the account based on: 

 

 the previous September’s CPI figure; plus  

 

The Superannuation Contributions Adjusted for Past Experience (SCAPE) discount rate. 

The SCAPE is variable. 

 

Dates SCAPE discount rate 

Up to 15 March 2016 3.0% 

From 16 March 2016 2.8% 

 

Interest applies from 1 January following receipt of your election until retirement benefits 

become payable or pension rights are transferred out. 

 

Tax Year Scheme Pays Deadline Interest Applied From 

2021/22 31 July 2023 1 January 2024 

2020/21 31 July 2022 1 January 2023 

2019/20 31 July 2021 1 January 2022 

2018/19 31 July 2020 1 January 2021 

2017/18 31 July 2019 1 January 2020 

2016/17 31 July 2018 1 January 2019 

 

The Scheme Actuary reserves the right to change the amount of interest charged.  
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What are the key dates for annual allowance? 
 

The key dates that you need to know about for annual allowance are 

 

6 April each year – is the start of the pension input period. 

 

6 July each year – is the deadline for employers to send membership and pay information 

for the previous scheme year to us.   

 

31 July each year – is the deadline for members to send in their scheme pays election to 

us for an annual allowance charge.  

 

5 October each year – is the deadline for us to send you a pension savings statement if 

the growth in your NHS benefits is more than the annual allowance.   

 

This is dependent on the employer updating us with the correct membership and pay 

information by 6 July. 

 

31 January each year- is the latest date for submission of a self-assessment tax return on 

line. 

 

5 April each year - is the end of the pension input period. 
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Glossary 
 

1995/2008 NHS 

Pension Scheme 

This NHS scheme closed with effect from 1 April 2015 at which 

time a new pension scheme was introduced. Although closed, 

some members were entitled to continue in this scheme 

through protection arrangements. 

 

The scheme has two sections; the 1995 Section and the 2008 

Section. 

 

There is a scheme identifier tool on our website to assist you in 

understanding which scheme(s) you are part of. This can be 

found at https://apps.nhsbsa.nhs.uk/choice/MemberID.html 

and the member guides can be found under the Member Hub 

on the website. 

2015 NHS 

Pension Scheme 

This NHS scheme was introduced on 1 April 2015 and includes 

all eligible workers with the exception of members that have 

protection arrangements in place in the 1995/2008 NHS 

Pension Scheme. 

 

There is a scheme identifier tool on our website to assist you in 

understanding which scheme(s) you are part of. This can be 

found at: https://apps.nhsbsa.nhs.uk/choice/MemberID.html 

and the member guides can be found under the Member Hub 

on the website. 

Alternative 

Annual 

Allowance 

If the money purchase annual allowance limit is exceeded for 

the tax year you will have a lower alternative annual allowance 

for your defined benefit pension savings during this tax year. 

See page 13. 

Annual 

Allowance 

This is the maximum amount of pension savings on which HM 

Revenue and Customs (HMRC) will allow tax relief during a tax 

year. If pension savings growth is more than the annual 

allowance, you may have to pay an annual allowance tax 

charge.  

 

The standard annual allowance is currently £40,000. However, 

the annual allowance available to you may be lower if you had 

taxable income of more than £110,000. 

Annual 

Allowance 

Charge 

If your total pension input amount is more than your annual 

allowance plus any unused annual allowance carried forward 

then you will have an annual allowance tax charge. See page 

11. 

Carry Forward Any unused annual allowance from the last three tax years can 

be carried forward and added to the relevant tax year’s annual 

allowance.  See page 15. 
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Consumer Price 

Index (CPI) 

The consumer price index measures changes in the price level 

of consumer goods and services such as transportation, food 

and medical care.  

 

This value is one of the figures used to calculate the growth in 

member pensions. See page 6 

Defined Benefit 

Scheme 

 

Sometimes called final salary or career average pension 

schemes. 

 

These are usually workplace pensions arranged by your 

employer.  

 

How much you get depends on your pension scheme’s rules, 

not on investments or how much you have paid in. They are 

usually based your pensionable earnings and how long you 

have worked for your employer. 

 

The pension scheme will promise to give you a certain amount 

each year when you retire. 

Defined 

Contribution 

Scheme 

 

Sometimes called money purchase pension schemes. 

These can be workplace pensions arranged by your employer 

or private pensions arranged by you. 

 

Money paid in by you, or your employer, is invested by the 

pension provider. The value of your pension fund can go up or 

down depending on how the investments perform. 

Money Purchase 

Scheme 

 

Another name for a defined contribution scheme.  See above 

definition. 

Money Purchase 

Annual 

Allowance 

You will have a money purchase annual allowance if you are 

over age 55, have flexibly accessed a money purchase 

arrangement and contributed more than £4,000 (£10,000 up to 

5 April 2017) to a money purchase pension scheme.  See page 

13. 

Notional 

Negative Defined 

Contribution (DC) 

Account 

This is similar to us ‘loaning’ you an amount of money now to 

pay your annual allowance charge which you will have to pay 

back with interest at a future date. This is usually when you 

retire or if you transfer out. 

Pension Input 

Amount 

The pension input amount is the difference between the value 

of the NHS pension benefits at the beginning, the opening 

value, and the end, the closing value, of the pension input 

period.  See page 6. 

Pension Input 

Period 

This is the period over which the pension input amount is 

measured. A pension input period normally runs for a period of 

365 days; however it can be for a shorter period of time if a 

person joins a pension scheme in the middle of a pension input 
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period.  

Only tax year 2015/2016 has a pension input period of more 

than 365 days.  From 6 April 2016 the pension input period 

matches the tax year.  See page 6. 

Practitioner Includes a: 

 

• single handed GP, GP partner or a GP shareholder (in a 

company limited by shares) that holds a GMS, PMS, APMS or 

sPMS contract. 

• surgery based salaried GP or long term fee based GP.  

• pensionable freelance GP Locum.  

• General Dental Practitioner (GDP) working in a GDS or PDS 

surgery who is a single hander, partner, shareholder or 

associate.  

• vocational/foundation trainee directly employed by a GDS or 

PDS surgery . 

• GDP employed by NHS England or Local Health Board (LHB) 

to perform .GDS, PDS, EDS or Dental Out Of Hours (OOH) 

services.  

• NHS Ophthalmic Medical Practitioner (OMP) contracted 

directly with NHS England or an LHB to perform General 

Ophthalmic Services (GOS) 

On Demand 

Statement 

You or a third party have contacted us and asked for a pension 

savings statement. 

 

This may be appropriate if you did not receive an automatic 

statement by 6 October or if your employer has made changes 

to the data they sent us and you need a revised statement.  

Relevant Tax 

Year 

The relevant tax year for annual allowance purposes is the year 

in which the pension input period ends. 

Scheme Pays If you have an annual allowance charge, you may be able to 

ask us to pay this tax charge to HMRC. We will then recover 

this payment by permanently reducing your NHS benefits at 

retirement. 

Scheme 

Transition 

Member 

A member who moved to the 2015 NHS Pension Scheme from 

the 1995/2008 NHS Pension Scheme on or after 1 April 2015 

and has pensionable service in both. 

Tax Year 

 

A tax year starts on 6 April and ends on the 5 April. 

Tapered Annual 

Allowance 

If you had a threshold income of more than £110,000 and an 

adjusted income of more than £150,000 you may have 

available annual allowance which is less than the standard 

annual allowance. 

 

The reduction is tapered reducing the standard annual 
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allowance by £1 for every £2 of adjusted income you had over 

£150,000.  If your adjusted income is £210,000 or over your 

tapered annual allowance is £10,000. See page 13. 

Third Party 

 

We consider a third party to be an organisation that acts on 

either a member or employers behalf to provide a service.  

 

We require a letter of authority from these third parties in order 

to request information or documentation on behalf of the 

member / employer. 

 

This can include 

 

Tax Advisors 

Independent Financial Advisors 

Trade Unions 

Accountants 

Payroll Providers 

 

Where to find more information about the annual allowance? 
 

The annual allowance page on the Member Hub of our website has a number of 

factsheets on the following subjects, pertaining to the annual allowance that may be useful 

to you.   

 

Annual Allowance – does it affect me? 

 

HMRC transitional rules for 2015/2016 

 

Tapered Annual Allowance 

 

Money Purchase and Alternative Annual Allowance 

 

Annual Allowance and Scheme Transition Members 

 

How the Pension Input Amount is calculated 

 

Scheme Pays 

 

You can also find more information in HMRC’s Pensions Tax Manual at: 

https://www.gov.uk/hmrc-internal-manuals/pensions-tax-manual 

 

 

https://www.gov.uk/hmrc-internal-manuals/pensions-tax-manual

