
Potential Tax Relief for Auto Enrolment Pension Schemes

There are two ways pension schemes can collect the tax relief that savers benefit from when 
contributing to a pension; net pay and relief at source.

       Net pay arrangement; Pension contributions are collected before income tax. This means for 
taxpayers, full tax relief at the highest rate is automatic and no income tax is paid on the money 
being contributed to a pension. (Typical pension provider example; NOW Pensions)

 

Tax relief for Higher or Additional rate tax payers under Relief at Source Schemes

Where an employee in a scheme operating relief at source is a higher or additional rate 
taxpayer, they can claim back the rest of the tax relief themselves from HMRC either by 
writing to them separately or through their annual self-assessment tax return.

Tax relief Top Up for non-tax payers under NOW Pension Net Pay Arrangements

For further advice regarding our Tax or Payroll Services, please contact us:

27 New Dover Road, Canterbury, CT1 3DN
01227 454627

tax@burgesshodgson.co.uk
payroll@burgesshodgson.co.uk

www.burgesshodgson.co.uk
#burgesshodgsonheretohelp

     Relief at source; Employers take 80% of an individual’s pension contribution from their take home pay, i.e. after 
income tax has been deducted. The tax relief is then reclaimed from HMRC by the pension scheme, who send in a 
monthly request and get the cash back about six weeks later. HMRC only send back the basic rate of tax, namely 
20%.  (Typical pension provider example; NEST Pensions)

Members who have paid into the NOW: Pensions scheme in the 2017/18 tax year and have total 
earned income for the year of less than £11,500 per annum, may be eligible to receive top up. 
If you are an employer and have employees you think may be eligible please download from the 
NOW Pension website this template letter and share it with your employees.

A copy of the NOW pensions online claim form can be found here, and needs to be completed by 31st Jan 2019 for 

claims relating to 2017/18 tax year. 

In relief at source schemes, all savers receive tax relief even if they don’t pay income tax, but in net pay schemes 
there is no way for non-taxpayers to claim this relief. The government is considering how to address this inequality, 
but in the meantime, NOW: Pensions has committed to ensuring those who do not pay income tax are treated fairly. 
For scheme members in respect of the 2017/18 tax year, NOW: Pensions is offering to top up 
members’ pension funds by the amount they would have missed out on.
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