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There have been substantial recent changes in pension legislation affecting high earners. As 

a result, senior university staff may now face tax charges on their ongoing pension savings.

Many senior university staff will have built up a high level 

of pension benefits (possibly with different universities 

and employers) over the course of their careers and could 

benefit from a review of their pension arrangements. This 

is even more important given the changes affecting high 

earners which were introduced from April 2016.

Those closer to retirement may also benefit from a wider 

review of the likely value of their pension benefits against 

the lifetime allowance (LTA) and could consider methods 

of minimising the consequences of any adverse taxation. 
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For senior university staff

Promotions and changing jobs often mean 

increased pensionable salaries, which can lead to 

potential annual allowance (AA) charges. 

CASE STUDY

University Y appointed a new Vice-

Chancellor.  His starting salary was 

significantly higher than his previous 

salary which would have led to an AA 

tax charge.

We reviewed his pension provision 

in the Teachers’ Pension Scheme 

and advised him on the merits of 

continuing accrual of pension despite 

the potential AA and LTA tax charges.

We assisted with the calculation of the 

AA tax charge, declaration on the tax 

return and election for “Scheme Pays”.
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This has been exacerbated since April 2016, as the former 

£40,000 ‘standard’ AA has been reduced for high earners 

- down to as low as £10,000. We can assist on methods of 

minimising such consequences. 

With our extensive knowledge of the issues surrounding 

pension provision for high earners, we can provide a 

bespoke and specialised service designed to meet each 

university’s needs as well as each individual’s requirements.



Carry forward Annual Allowance
From 6 April 2014, the AA reduced to £40,000 per annum, 

having been reduced to £50,000 per annum in April 2011. 

New rules from April 2016 mean that the AA is further 

reduced for high earners. 

Broadly speaking, if total taxable income (excluding pension 

contributions) in a tax year is more than £110,000, the AA 

may be reduced from the current £40,000 per annum 

limit and potentially to as low as £10,000 per annum. 

Total taxable earnings for this purpose generally include 

ALL sources of taxable income, including those outside of 

employment (e.g. investment income).

From 6 April 

2016 the AA 

can be as low 

as £10,000 

per annum

Lifetime Allowance
The LTA reduced from £1.8m to £1.5m from 

6 April 2012. It reduced to £1.25m from 6 

April 2014 and reduced again from 6 April 

2016 to £1m.  

“The report prepared by the Executive Pensions 

team at Barnett Waddingham was very informative 

and extremely useful in enabling me to develop my 

understanding of, and thoughts around, my own 

situation regarding the future pension position.

 The meeting was made even more pleasant by 

very personable approach in setting out the quite 

complex issues for me – thank you.”

“Explained the complex issue of pension taxation in 

an accessible and understandable manner.

 His experience and expertise enabled very 

individualised and personal discussions which were 

most helpful.”

WHAT OUR CLIENTS SAY ABOUT US...

This means that individuals with pension 

savings which accumulate to greater than 

£1.055 million may face large LTA tax charges 

when they come to draw their benefits. 

Where an individual’s benefits at 5 April 

2016 exceeded £1 million, they should in 

most cases look to register for Individual 

Protection 2016 (IP16), in order to preserve 

an LTA in excess of £1 million (up to a limit of 

£1.25 million). 

With IP16, there is no restriction on future 

benefit accrual, although benefits may still 

be subject to AA and LTA tax. There is no 

specific deadline for IP16 applications to 

HMRC. It is essential, though, that individuals 

wishing to register for this protection do so 

prior to accessing any pension benefits.

We can review an individual’s benefits and 

outline the options that might be available, 

(subject to pension scheme rules and 

employer consent), to mitigate LTA and 

AA charges. Examples include deferring 

pensionable salary increases to avoid 

breaching the AA or taking benefits early to 

reduce excess benefits over the LTA.

The LTA has increased in line with 

CPI from 6 April 2018 to £1.03m for 

2018/19 and £1.055m from  

6 April 2019.

However there can be opportunities to carry forward unused 

AA from the previous three tax years. This is based on a 

standard allowance of £50,000 for tax years to 2013/14, 

£40,000 for 2014/15 and the amount of each individual’s 

(potentially tapered) AA from 2016/17. Special rules apply for 

the 2015/16 tax year. 

The opportunity for individuals to make additional 

contributions to supplement their pension scheme by using 

carry forward allowances should be reviewed regularly, 

otherwise this valuable and tax efficient option will be lost.

Pension contributions made by or on behalf of 

individuals in excess of the AA incur tax charges at 

the individual’s marginal rate of income tax. 
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Please contact Bhargaw Buddhdev or Nilesh Shah if you would like to discuss any of the above topics in 

more detail via the following:

   executivepensions@barnett-waddingham.co.uk             0333 11 11 222      

www.barnett-waddingham.co.uk/executive-pensions
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CASE STUDY

We were asked to advise University Z in relation to a 

number of its senior staff following changes to the 

LTA and AA. We presented a seminar for all senior 

staff at the University and then met those who were 

immediately affected by the changes individually.

In cases where a potential charge could be 

identified in advance, we discussed the relevance of 

the USS specific options available to mitigate against 

such charges. For example, “Enhanced Opt-Out” 

whereby members cease accrual but maintain 

death in service and ill health cover for a lower 

employee only contribution and “Voluntary Salary 

cap” option which allows a cap to be applied on 

salary for pension purposes, so long as it is not less 

than the salary threshold.

We are able to provide support and 

advice covering a variety of areas 

including:

A review of all current and historic 

pension arrangements

Pension contribution planning 

exercises, including AA carry 

forward review and the impact, 

if any, of the reduction in AA for 

certain high earners

Retirement planning exercises, 

including LTA headroom checks 

as well as registering for LTA 

protection

Assisting with calculations of 

AA tax charge and reporting it 

correctly to HMRC. Also, assisting 

with election for scheme pays

We can provide seminars on 

pensions taxation to senior staff
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