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Executive Summary  
 
While ACCA is pleased to comment on the above consultation, we m
our disappointment at the government’s decision to abandon the first
of its own code of practice on consultation and restrict representation
implementation of the policy, and not the policy outcome itself. AC
attended the workshop
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position of schemes in general. This will affect not only the higher paid, but all 
members of occupational schemes as support for them falls and provision is 
withdrawn from employees in general. 
 
The direct tax burden of this policy will fall principally upon two groups of 
people, the owner managers of small businesses and other entrepreneurs who 

consider that any implementation of this policy cannot be a “best o
simply a “least bad” one.  
 
ACCA notes the recent release of the Treasury Consultation Document 
Framework for Business and questions how the current proposals align
of the 6 principles set out in that document. The government’s chose
will inevitably create complexity and an additional administration bu
those involved. We acknowledge the stated aim in the consultatio
attempting to ensure fairness, but believe that in the realm of pensio
this is a concept which is almos

there is any imperative at all to achieve anything even resemb
between the radically different issues facing defined benefit (DB) an
contribution (DC) scheme members.  
 
ACCA is furthermore concerned that any increase in the complexity of
administering occupational pension schemes can serve only to furt
discourage employers from offering such schemes, or to accelerate
schemes that already exist. The existence of quality pensions provision
dependent upon support and buy in from senior management, both d
their role as decision makers and indirectly through their personal p
in occupational pension provision. Tax measures which encourage the most 
highly remunerated and valuable members of pension schemes to
from those schemes is likely to weaken the employer covenant and w



 

are in a position to pay themselves large salaries, and senior employee
businesses. In the case of the former, establishing the level (an
pension contributions should in most cases be relatively simple as few
DB schemes. In the case of the latter however there will be a signific
proportion of members who receive both DB and DC benefits. The info
will have to be provided by the scheme administrators, imposing a 
secondary administrative burden on them. The mere fact that the a
are under a legal duty to provide a valuation of the benefits for an in
does not mean that doing so is a simple matter, or one which the
administrators are equipped to perform on a regular and wholesal
this 

s of large 
d value) of their 
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policy will require. Regardless of how much the government consults on 
implementation of this policy, the legislation will inevitably fail the tests of 

eliver 
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many members of DB schemes this restriction of relief will result in additional 
tax payments which were not envisaged when the schemes were set up, or 
when the individuals entered them. The fairness of this is open to question, but 
not to consultation, so we must look to the simplest solution which does not 
compound any perceived unfairness. 
 

simplicity and fairness, simply because the policy itself is unable to d
them. 
 
Against this background, ACCA sets out below its detailed responses 
selected areas of the consultation document. ACCA considers tha
of a two-way ARF is likely to create the fewest examples of unfairne
keeping the burden on scheme providers to the least high level. T
pays’ option, while superficially attractive, has such serious flaws both
and practical terms that in its current form it would be unworkable. A
suggests that an option for the relevant employer to pay the tax (subje
suitable grossing up formula) would be more appropriate, or failing th
extension of the 3 year deferment option. Legislators must bear in min



 

Specific questions 
 

 between 

ill for 
 part be relatively sophisticated. Accordingly it seems appropriate for 

the taper to be applied in as smooth a manner as possible. Calculation of taper, 
lying these 

to their 
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 use. 

A.2 Given that the restriction of pensions tax relief for high-income individuals 
ther the 

annual 

elieves that the interference with current pension scheme administration 
should be kept to a bare minimum in order to comply with the proposed 

d closing 
tax year, this 

 any individual 

tive issues 
 

individuals on gross incomes of £150,000 and over who are members 
overseas pension schemes and benefiting from UK tax relief. 
 
ACCA understands that many such issues would arise and that those dealing in 
the day to day administration of schemes will be making these clear to HMRC 
in their own responses to the consultation document. 
 

APPLYING THE RESTRICTION OF RELIEF (CHAPTER 3) 
 
A.1 The government welcomes views on the best balance to strike
the smoothness of the taper and simplicity for individuals. 
 
Tax payers in receipt of the levels of income caught by the legislation w
the most

whatever its form, is likely to be one of the least onerous steps in app
proposals.  
 
ACCA notes that HMRC will be incorporating the calculation of relief in
own online tax payments software, and suggests that the relevant form
steps be made available on their website for all affected taxpayers to
 

will apply over the tax year, the Government welcomes views on whe
pension input period for the purposes of the assessment against the 
allowance should be brought in line with the tax year? 
 
ACCA b

regime. Accordingly, while there may be some distortion in opening an
years where the input period is not directly aligned with the 
should even out over the life of the legislation and its impact on
taxpayer.  
 
A.3 The Government welcomes views on any practical or administra
that may arise from applying the restriction of pensions tax relief to



 

A.4 The Government welcomes views on the proposal to use the high
gross income in 

er of 
the current or previous year for the purposes of assessing 

whether individuals are affected by the restriction of tax relief in the year that 

er, ACCA 
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ment date in 
all outside the charge in their year of retirement, it is important not to 

lose sight of the fact that the excess relief charge saved by any such 
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r abuse. 

g redundancy. ACCA is 
concerned that there may be others caught up in the rules as a result of 

within the 
d employment. 

ich takes the recipient over the 130k floor is the result of 

t’s gross income has not exceeded the floor in the 

•

e made in 

• the contributions do not exceed the annual allowance 
 
The exemption would apply once only, and the “lookback test” would prevent 
golden handshake payments to consistently high earners from benefitting. The 
approach over all would be consistent with the lifetime and annual allowance 
provisions introduced on A Day. 

benefits are drawn. 
 
The measure itself would be simple enough to draft and enact. Howev
is concerned that there may be difficulties in trying to operate the tax 
via ‘scheme pays’ once the scheme has vested. For example, there is
recover funds from an annuity once purchased in order to se
Although there may be scope for individuals to manage their retire
order to f

manoeuvring will inevitably be less than the actual income foregone
individual.  
 
A.5 The Government welcomes views on the ways in which the im
individuals affected by the restriction due to a redundancy pay
£30,000 could be further mitigated without opening up the scope fo
 
ACCA fully supports the proposal to aid those sufferin

unusually high income in a single year which operates to bring them 
n a one-off basis, potentially in theirules o r last ever year of pai

ACCA would suggest the following conditions to be satisfied: 
 

• income wh
redundancy payment or business sale 

• the recipien
previous two years  

 the pension contributions have been paid from the year’s income in 
the same year 

• no other significant contributions from any other source ar
that same year 
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 distortion in each 
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wo way 
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calculation to compute the deemed contribution; whether GAD should have a 
role in advising HM Treasury on setting and reviewing the scale; and how the 
scale should be reviewed, taking into account predictability and fairness? 
 
ACCA supports the idea of the GAD becoming responsible for the formulation 
and review of the ARF scales. 

VALUING THE DEFINED BENEFIT CONTRIBUTION (CHAPTER 
 
A.6 The Government welcomes
meet the objectives of fairness and simplicity, and whether any other factors 
should be taken into consideration? 
 
The ARF approach seems reasonable. The basic methodology set ou
paragraph 4.34 appears relatively straightforward.  
 
This method would depend on the employer having available not
scale but a figure for the ‘current’ year’s pension entitlement. This
become available from the scheme actuary sometime into the following year. So 
there are timing issues which would need to be addressed in order for t
scheme and the employer to meet their obligations to the employee. If

entitlement are too great there may be scope for using the pre
perhaps adjusted for inflation. While this would result in some
individual year, the result should even out over the l

A.7 Do stakeholders agree that (a two-way scale of) ARFs is th
approach for valuing 
welcomes views on what alternative method is preferable. 
 
ACCA agrees that the two-way ARF offers the best compromise betw
accuracy and complexity. 
 
A.8 The Government welcomes views on whether a two-way ARFs 
preferable to a one-way scale; which other influencing variables an A
scale should include in an average sense, bearing in mind the object
fairness and simplicity; whether there is any reason why cases where 
individuals have more than one NPA could not be treated using a t
ARFs scale; whether the 



 

Provided that the necessary information re the revaluation rate, t
annual entitlement and the ARF scale can be provided, it should be th
responsibility of the individual to comput

he ‘current’ 
e 

e the deemed contribution under 
general self-assessment principles. User-friendliness for the individual end user 

s, ACCA 
ether the population of affected individuals is so great as to merit 

the work involved in drafting a case specially for them. ACCA would propose 
 the 

CCA notes 
itional 

because they will not wish to be held responsible for the personal tax 
should be no 

the deemed value 

e to 
 

 of active 
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ts range from 
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 a very real 
NHS, the 

ruitment of further administrative staff 
purely and simply to comply with the new regime, diverting resources away 
from the core business of the organisation. The Government is also officially 
committed to reducing employers’ administrative burdens. Any new 
arrangements should be tested rigorously against this policy objective with 
thorough impact assessments carried out.  
 

should guide the development of these factors. 
 
Turning to the issue of individuals who may have two different NPA
questions wh

using the higher NPA and adjusting in the year that benefits vest under
earlier scheme. 
 
In the context of the government’s stated commitment to simplicity, A
that employers will not want to have to undertake any substantial add
work to determine the value of year-by-year pension enhancement, not least 

calculations of the individual scheme member. In particular there 
need for employers to undertake additional determinations of 
of particular features of their scheme.  
 
Above all, the current exercise should avoid providing any new incentiv
employers to disband their DB schemes, always remembering that the
maintenance of such schemes invariably depends on the presence
support from the board and senior management. Unfortunately, an
evidence suggests that this is already the case. Informal estimates
sources of the administrative cost per head of the new arrangemen
£2,000 to £5,000 per year, costs which will reduce the funds ava
quality pension provision for all scheme members. There is
possibility that for the largest public sector providers, such as the 
administrative burden will require rec



 

A.9 If respondents favour the CETV approach, the Governme
views on why the CETV methodology is appropriate given the Gover
principles of fairness and simplicity; the best way to apply the CET
methodology to value 
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the administrative implications of refunding restrictions on tax relief are such as 
to make that option unworkable. But we can suggest that the approach taken to 
valuing deemed contributions should take into account the risk that the 
promised DB benefits will not be paid (even by the PPF). This could be 
addressed in the preparation of the ARF scale (see below). 
 

tax relief; and whether market movements should be stripped out and, if so, 
how this should be done? 
 
As stated above, ACCA does not favour the CETV approach. 
 
A.10 The Government welcomes views on whether there are any i
which contributions or enhancements made to an individual’s pensio
not be subject to the 
exemptions are justified in the light of the Government’s stated objective of 
fairness; and how these exemptions might best be crafted to avoid 
the scope for avoidance. 
 
In paragraphs 4.18-4.19, the document says that no adjustmen
made to an individual’s tax position in those exceptional cases where b
are not ultimately received. It also says that the PPF has been set up 
compensation to members of schemes which have collapsed. ACCA 
is complacent for the consultation document to suggest that the risk o
member not receiving DB benefits is so small. There is plenty of eviden
contrary. The Institute for Turnaround, a body made up of private equity buyers 
focussing on distressed assets, estimates that at least 100 deals 
or more have foundered on the issue of DB scheme deficits, leading 
insolvency of the affected businesses. In fact the member of the DC 
in some respects a better pension promise than the member of a DB
 
HMT needs also to acknowledge that the benefits provided by the PPF
active members, are restricted to a proportion of their pension 
all cases are subject to a fixed monetary limit. These limitations will a
the individuals encompassed by the current proposals. W



 

A.11 The Government welcomes views on the most appropriate treatment for 
DB employee contributions in a year when the deemed contribution is less 
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Unfortunately, ACCA is not in a position offer any solution which will not be 
either unfair to some taxpayers, or significantly reduce simplicity for either 
taxpayers, employers or scheme administrators, or potentially result in both 
undesirable outcomes. As government has chosen this policy, it must be for 
government to decide which of its fundamental principles of taxation should be 
sacrificed and which stakeholders most harshly penalised. 

than the value of the employee contribution. 
 
It is self evident that charging tax on a benefit by reference to an a
greater than that benefit is not fair. In this circumstance would con
double punishment, as the individual has been deprived of their own 
contribution, which will be effectively worthless in future, and is then
forced to pay tax on money which they have already lost.  
 

is set at the deemed contribution, so in effect the emp
relief on the “wasted” excess of their input into the scheme.  
 
DELIVERING THE RESTRICTION OF RELIEF (CHAPTER 5) 

A.13 The Government welcomes views on whether employers shou
automatically request that pensions schemes provide pension benefit
statements to any employee for whom they have previously asked fo
 
The first point to raise is that in any non-occupational scheme situati
employer will have no legal relationship, directly or indirectly, with th
will not have the power to request the in
will be taxpayer confidentiality issues at work, and those employees e
that £130,000 through their principal employment may have go
not wishing to disclose the level of their other investments and income
employer.  

A further consideration is the burden imposed on the scheme admi
complying with such requests on a piecemeal basis. For many aut
systems it may be easier to produce the statement for all members
having to extract a defined population.  
 



 

 
A.14 Do stakeholders agree that the Budget Payment Plan offer
flexibility for those affected by th

s sufficient 
e restriction of relief who wish to smooth 

payment of the tax liability across the year, paying a portion earlier than 

her than 

A.15 The Government welcomes views on its proposed approach to scheme 
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within the taper band. For DB schemes, there will be enough difficulty in 
establishing the cost to the scheme of funding a particular level of tax charge for 
a given year. Where that charge may be subject to subsequent revision the 
exercise becomes impossible, as there is no mechanism for returning funds to 
the scheme if they have been withdrawn in error.  
 

legally required, if they wish to do so? 
 
ACCA welcomes the use of existing tools to implement this policy rat
any attempt to instigate further layers of complexity. 
 

pays and, in particular, whether the approach could be modif
burdens, while delivering the same flexibility for individuals. 
 
There is always going to be a burden where this is allowed, and for D
schemes in particular it is going to be incredibly complicated to adm
 
Pension schemes are designed to invest, not disinvest. There is abs
parallel for the situation now contemplated, where a live DB scheme s
to accruals is required to pay out cash on a short term basis. There a
significant concerns that the mechanisms may not exist in law to allo
trustees to achieve the aims of ‘scheme pays’. Even where a scheme 
compromised in this way, there are doubts as to whether the trustees would be 
able to discharge their duties to the scheme as a whole or whether the benefit 
to the member using scheme pays is outweighed by the harm done
of the scheme. Many of these reservations apply equally to DC sch
where scheme is invested entirely in property. The impact on sche
to divest a property just to pay this year’s tax bill is potentially m
 
There are further unexplored issues, such as the future status of prio
scheme pays debits in the valuation of benefits in future periods, esp
where an individual’s affairs are under enquiry and the level of incom



 

A.16 Is it appropriate to make scheme pays available only to th
benefit pensions schemes, recognising that individuals in defined
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schemes, whether occupational or personal, have more scope to reduce 

cause of 

with it. This would of course involve a trade off with the policy principle of 
nistration of 
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 available 
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reference to their supposedly greater entitlement to future benefits (subject of 
course to the comments above about the true value of future DB benefits) so it 
seems perverse that they should be in a position of actually paying less in the 
short term. If scheme pays is restricted to a single election, then where 
someone is subject to two recovery charges both in excess of £15,000 in a 
single year and both on DB schemes, ACCA would propose that the charge 

contributions if they do not wish to incur the associated recovery charges? 
 
It may desirable to restrict scheme pays only to DB schemes simply be
the administrative burden that it will represent for any scheme that has to deal 

fairness which ACCA assumes is to be extended to the costs of admi
tax as well as the costs of payment of tax. 
 
A.17 is
pay in any given year, and for that scheme to pay only the portion of the 
charge relating to contributions or deemed contributions made to tha
scheme? 
 
While there may be difficulties in establishing which portion of an indiv
charge relates to a particular scheme, particularly where the charges fa
the taper band, it would be manifestly unfair for a scheme to pay any
excess of the portion of t
to that scheme. Allowing individuals to recover from a scheme more that the tax 
liability for which that scheme is responsible would encourage them
the scheme with most cash readily available, and hence least impa
benefits, for all their liability. 
 
However ACCA is unclear as to the motivation behind only allowing a 
‘scheme pays’ election, if there is a significant liability due in 
different schemes. Assuming that availability of scheme pays is r
DB, then it will only going to be individuals who cannot by any mean
who suffer this double charge. Regardless of whether scheme pays is
for DC schemes, it seems unfair that an individual with two charges
each should be left worse off that an individual with a single charg
£30,000. The second individual is subject to a greater current liab
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n opt-out 
for the small minority of schemes that would be disproportionately affected, 
for example by reference to a minimum level of funding? 
 
In the context of not wanting to do anything to force an already beleaguered 
scheme right under, of course such an opt out is needed. However, the 
circumstances under which a scheme could be disproportionately affected do 

spreading. 
 
A.18 For defined benefit schemes, given that the method and assum
used to actuarially reduce the value of a pension could vary across s
and could allow schemes to disadvantage members opting for the sc
pay, is it appropriate to set parameters for calculating the act

when implementing scheme pays, or to leave it to individual sche
discretion? 
 
ACCA does not believe that it is possible to arbitrarily impose restrict
scheme administrators to dictate the “cost” of ‘scheme pays’. No two 
will have the same cost for funding a £20,000 charge in a given year.
true cost to a scheme happens to fall outside the “acceptable” range, then the 

benefitting the higher paid member at the expense of the remaining me
the scheme whose accrued benefits would be funding the excess c
breach of the trustees’ duties.  
 
Whether an individual schemes costs of raising cash would fall insid
an the “acceptable” range would very from year to year, and be affec
factors such as the investment structure of the scheme and the number of 
members affected. Divestment of substantial illiquid assets would b
impractical for a scheme with only one member in scheme pays, 
appropriate for a scheme with one hundred member

 
ACCA is also concerned about the status of these deductions in futu
and whether the scheme will need to maintain two
incorporating the impact of the various debits and one not? 
 
A.19 Do stakeholders agree that it would be necessary to include a
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able 

n a short 
thos of 

forcing the burden of tax payments onto scheme members who have committed 
uggest that 

olders consider that those with recovery charges exceeding 
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when the individual who is expected to bear this tax burden has no choice in 
whether he is taxed or not. Accordingly ACCA would propose that where the 
scheme is so underfunded or illiquid that it cannot access the necessary funds, 
the charge on the tax payer should be waived. 
 
 
 
 
 

how it is structured could also make a huge difference.  
 
Setting out the circumstances under which the opt out should be avail
would be an extremely complex operation. This complexity is a function of the 
fact that pension funds simply are not designed to be raided for cash o
term basis. The scheme pays mechanism runs contrary to the whole e
“saving for retirement”, which is by definition a long term exercise. Conversely, 

to a long term course of action appears equally unfair, and would s
opt out should be restricted as far as possible. 
 
A.20 Do stakeh
£15,000 whose scheme is not able to pay the recovery charge sho
allowed to spread payments over three years, with interest charged
deferred element? 
 
If the scheme is so underfunded that paying the charge would se
its position, ACCA would question whether there is actually any re
prospect of the taxpayer seeing their pension paid. The level of pens
that this scheme is expected to be able to find for the taxpayer will be
considerably greater than the tax charge due now. Pre-emptively taxin
benefit that is never going to actually accrue seems to be unfair, especially 
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