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Annual allowance and lifetime allowance survey - our analysis

High earners could find themselves footing large tax bills as a result of reduced pensions annual allowance 

(AA) and lifetime allowance (LTA).

A vast majority 

of companies will 

offer cash in lieu 

of pension.

The level of tax relief - AA - is tapered to as low as £10,000 for those with total taxable income and value 

of pension savings in a defined benefit (DB) scheme or contributions in a defined contribution (DC) scheme 

exceeding £210,000.

The LTA has also reduced to £1million from 6 April 2016.

Barnett Waddingham has carried out a survey of how companies have geared up to assist their high earners 

mitigate the impact of the tapered AA and the reduced LTA from 6 April 2016.

The main finding of the survey is that, of the responses received, a vast majority of companies will offer cash 

in lieu of pension.

Compared to previous surveys, more companies have considered the changes or options to introduce to 

their remuneration and pension policy.  This is to assist  their senior staff mitigate the potential impact of the 

reduced pension allowances. 

To assist employees impacted by the reduction in pension allowances, 38% of the companies who responded 

are still considering and many are likely to introduce changes to their remuneration policy. 

Our analysis of the responses from companies who have considered 
the implications

Will restrict future pension 

savings to tapered AA with 

the balance paid as a cash 

supplement, or pay cash 

supplement in lieu of pension 

savings to individuals who 

have opted out

Of the companies offering cash in lieu of pension contributions will reduce 

the level cash for the additional employer national insurance contributions, 

to keep it cost neutral for the employer
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Will make no 

change to their 

pension and 

remuneration 

policy
26% 74%

98%
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Other findings
Outside of the survey, we have seen a few companies in discussion to close their DB schemes to accrual. 

Although no direct reference has been made to the implications of pensions tax changes on senior staff as a 

reason to close the DB schemes, it would not be surprising if this is a major factor for the affected decision 

makers to now consider closing their DB schemes to all accrual.

Please contact your Barnett Waddingham consultant if you would like to discuss any of the above topics in 

more detail. Alternatively contact us via the following:

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

   www.barnett-waddingham.co.uk/executive-pensions 
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Provide death in service life cover through an Excepted Group Life Policy for 

their senior staff or all employees

Provide a DC arrangement to 

all or new employees only 

and a DB arrangement either 

closed or open to longer 

service employees only

65% 32%

Offer a DC 

arrangement only

3%

Offer DB only

45%




