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What is pension salary sacrifice? 

Pension salary sacrifice is a more tax efficient way for you to make contributions into your pension plan. You 
give up part of your salary in sacrifice for the Company increasing its contributions to your plan by the same 
amount. This means you pay your contributions free of National Insurance (NI) and you also receive full tax 
relief at your highest rate. 

How does it work? 

Pension contributions are normally deducted net of basic rate tax relief from your net pay after tax and NI are 
taken. If you are a higher or additional rate tax payer, you can reclaim the additional tax relief through your yearly 
tax return or by contacting your local tax office.  

Under pension salary sacrifice, as your gross salary is reduced by your gross pension contribution before 
income tax and NI are deducted, your take home pay will increase by the amount of NI that would otherwise be 
paid on the salary you choose to sacrifice. The rate of NI normally payable depends on your taxable earnings, as 
shown below. (Figures shown are for the 2017/18 tax year). 

Your taxable earnings Rate of NI payable 

Less than £8,164 Nil 

Between £8,164 and £45,000 12% 

Above £45,000 2% 

What happens about tax relief? 

If you are a higher or additional rate tax payer you will receive full tax relief automatically through pension salary 
sacrifice – there is no need to reclaim any tax relief through self assessment.  

If you have previously requested a change to your tax code from HMRC to obtain higher rate tax relief through 
PAYE, you will need to cancel this request and revert to your normal tax code. If you do not inform HMRC of this 
change, you may receive too much tax relief and be liable to return any overpayment. Your take home pay will 
still go up because of your NI saving. 

How does pension salary sacrifice affect the terms and conditions of my 
employment? 

Pension salary sacrifice is a variation to your terms and conditions of employment as your salary is reduced by 
an amount equal to your pension contribution. 

However, any salary-related employment benefits will continue to be based on your pre-sacrifice salary, which is 
termed your ’reference salary’. These may include: 

 Company pension contributions;

 Salary reviews;

 Life assurance cover;
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 Sick pay;

 Termination pay;

 Company maternity, paternity and adoption pay,

 Bonus payments and any other payment expressed as a percentage of salary.

Please note that any statutory payments will be based on your taxable earnings after pension salary sacrifice. 
This is because statutory payments are calculated by the Government based on actual taxable earnings.  

Can everyone use pension salary sacrifice? 

To qualify you need to be making contributions to the Eiffage Genie Civil UK Worksave Pension Plan (the Plan). 
Also, your post-sacrifice salary has to be above a minimum amount, currently £1,208.33 per month. Your 
earnings must also not fall below the level of the National Living Wage or National Minimum Wage, depending 
on your age. The minimum post exchange salary will be reviewed regularly and we will let you know if there is 
any change.  

If you meet these criteria you will be automatically included in the pension salary sacrifice arrangement from 1 
March 2018. You don’t have to do anything unless you want to opt out. (See ‘What if I decide that pension salary 
sacrifice wouldn’t benefit me?).  

If your post-sacrifice salary would be below £1,208.33 per month you will not be automatically included in the 
arrangement. However, if you believe that participating in pension salary sacrifice would be beneficial to you, 
and provided your post sacrifice salary would be above the National Living/Minimum Wage, you can join the 
arrangement if you want to by completing an opt-in form, available from the HR department.    

You should note that, because of the way tax relief is granted, if your post-exchange earnings fall below the 
personal allowance for income tax, paying contributions via pension salary exchange is unlikely to be suitable 
for you as you would lose some or all of the tax relief that you currently receive on your personal contributions. 
The minimum threshold operated by Eiffage Genie Civil UK will ensure this does not happen. 

If your earnings increase and you become eligible to join the pension salary sacrifice arrangement, you will be 
notified and the terms and conditions of your employment will be varied as described above. You don’t have to 
do anything unless you want to opt out (see ‘What if I decide that pension salary sacrifice wouldn’t benefit me?). 

Is there a limit to the amount I can pay by pension salary exchange? 

Provided that your post-sacrifice salary does not fall below a minimum amount, currently £1,208.33 per month 
or the National Living/Minimum Wage, there is no limit on the amount of salary that can be sacrificed. However, 
there is a limit each tax year on the amount of total pension contributions that can be paid to all pension plans 
in your name without incurring a tax charge.Known as the ‘Annual Allowance’, this is set at £40,000 for the 
2017/18 tax year.  

If you start to access any retirement pots and continue to make pension contributions, your Annual Allowance 
may reduce to £4,000.  

Individuals with taxable income from all sources in excess of £110,000 (known as ‘threshold income) may also 
be subject to a reduced Annual Allowance. Any income given up to make contributions via a salary sacrifice 
arrangement entered into on or after 9 July 2015 will be included in the calculation of threshold income. 

More information on the reduced annual allowance can be found at: 

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

https://www.gov.uk/hmrc-internal-manuals/pensions-tax-manual/ptm057100
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What else should I consider? 

You may find that the amount that financial institutions are prepared to lend you may reduce due to your new 
level of salary. If you think you may be affected by this, you should speak to the lender concerned to determine if 
they will take your pension salary sacrifice into account when calculating the amount they are prepared to lend. 

State benefits may be affected. 

To qualify for some state benefits you must pay NI contributions. Other state benefits are linked to your 
earnings between two levels known as the lower and upper earnings limits; currently being £5,876 and £45,000 
for the 2017/18 tax year. If your post-sacrifice salary falls between these two limits, there may be an effect on 
the following state benefits.  

 Maternity allowance 

 Statutory maternity pay (SMP)  

 Shared parental pay (ShPP) 

 Statutory adoption pay (SAP) 

 Statutory paternity pay (SPP) 

The Company is unable to comment on the impact of pension salary sacrifice for each individual and you 
should satisfy yourself that you are not disadvantaged by using pension salary sacrifice. 

If you are unsure of the possible impact pension salary sacrifice will have on any of your state benefit 
entitlements, it is recommended that you seek advice from the relevant Benefits Agency. Alternatively, you may 
choose to seek independent financial advice, for which there is likely to be a personal cost for you.   

Will Pension salary sacrifice affect tax credits? 

Paying pension contributions by pension salary sacrifice will not decrease entitlement to tax credits. 

If you are in receipt of tax credits, you should inform HMRC of your new, post-sacrifice level of taxable earnings. 
You can do this by calling the Tax Credit Helpline on 0345 300 3900.  

What happens if I go on maternity leave? 

Under pension salary sacrifice, Statutory Maternity Pay (SMP) will be based on post-sacrifice salary. This may 
mean a reduction in any SMP you receive.  

You can remain a member of the pension salary sacrifice arrangement during periods of paid maternity leave 
provided that your monthly post-sacrifice salary meets the minimum level, currently £1,208.33 per month or you 
can choose to opt out. 

If your monthly post sacrifice salary would be less than£1,208.33 and you wish to continue to contribute to the 
Plan,  your membership of the pension salary sacrifice arrangement will be suspended and contributions will be 
deducted net of basic rate tax relief from  your net pay. 

The Government does not allow SMP to be used for pension salary sacrifice. 
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What happens if I go on paternity, adoption or shared parental leave? 

You can remain a member of the pension salary sacrifice arrangement during periods of paid paternity, 
adoption or shared parental leave provided that your monthly post-exchange salary meets the minimum level, 
currently £1,208.33 per month or you can choose to opt out. 

Statutory Paternity Pay (SPP), Statutory Adoption Pay (SAP) and Shared Parental Pay (ShPP) will be based on 
post-exchange salary.  

If your monthly post sacrifice salary would be less than £1,208.33 per month and you wish to continue to 
contribute to the Plan, your membership of the pension salary sacrifice arrangement will be suspended and 
contributions will be deducted net of basic rate tax relief from your net pay. 

The Government does not allow SPP, SAP or ShPP to be used for pension salary sacrifice.  

What happens if I am off work sick? 

Sick Pay, if any, provided by the Company will be calculated using your reference salary.   

You can remain a member of the pension salary sacrifice arrangement during periods of paid sick leave 
provided that your monthly post-sacrifice salary meets the minimum level, currently £1,208.33 per month or you 
can choose to opt out. 

If your monthly post-sacrifice salary would be less than £1,208.33 per month and you wish to continue to 
contribute to the Plan, your membership of the pension salary sacrifice arrangement will be suspended and 
contributions will be deducted from your net pay. 

Whilst members may continue to participate in pension salary sacrifice during periods of sick leave, the amount 
of pay sacrifice cannot bring their post-sacrifice salary below Statutory Sick Pay.  

What about periods of unpaid leave? 

If there is a period of unpaid leave in any pay period, the Company will monitor your salary to ensure it is at a 
sufficient level to support the pension salary sacrifice. If your monthly post-sacrifice salary would be less than 
£1,208.33 per month and you wish to continue to contribute to the Plan, your membership of the pension salary 
sacrifice arrangement will be suspended and contributions will be deducted from your net pay. 

Can I put NI savings back into my pension plan? 

Yes. To do this you will need to increase the amount you sacrifice. The increase required will depend on your 
personal circumstances. If you would like to discuss this option, please contact Eiffage HR.  

Can I make backdated payments by pension salary sacrifice? 

No. For a pension salary sacrifice arrangement to be allowable by HMRC, you must elect to sacrifice salary 
before you are entitled to receive it as a cash payment. If you wish to make additional payments to your pension 
plan, you can increase the sacrifice amount in the future.  

What if I decide pension salary sacrifice wouldn’t benefit me? 

You can opt out of pension salary sacrifice by completing an opt-out form which is available from Eiffage HR 
You will remain a member of the Plan and pension contributions will continue to be paid as they are now. 
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Can I change my mind? 

Yes. Whilst we believe that the majority of our employees will benefit from paying their pension contributions via 
pension salary sacrifice, membership of the arrangement is not compulsory. 

You will be able to opt out of the pension salary sacrifice arrangement at any time by completing an opt-out 
form. These are available from Eiffage HR.  

If you opt out of the pension salary sacrifice arrangement you can join at any time in the future by completing 
an opt-in form. These are available from Eiffage HR. 

How long will the pension salary sacrifice arrangement last? 

The Company plans to operate the pension salary exchange arrangement indefinitely. However, it reserves the 
right to withdraw or modify the arrangement should it no longer be beneficial to you or the Company.  

In the unlikely event that this should happen, your salary would be reinstated to your reference salary at that 
time and your pension contributions would be deducted from your net salary and paid directly to the Plan. 

My question is not answered here – who should I speak to?       

If you have a question about the Plan or pension salary sacrifice arrangement, please contact Eiffage HR. 

This document is a summary of the pension salary sacrifice arrangement. It is not intended to provide advice and 
you should seek your own independent financial advice in relation to the implications for you of the pension salary 
sacrifice arrangement. You can also find further information at: 

https://www.moneyadviceservice.org.uk/en/articles/salary-sacrifice-schemes  

If you have any complaint about the service you receive from Punter Southall Aspire that they do not deal with 
to your satisfaction, please contact the Compliance Officer at Punter Southall Aspire, 11 Strand, London, WC2N 
5HR or by phone on 020 3327 5000. If you are not satisfied with their response, you will have the right to refer 
your complaint to the Financial Ombudsman Service. 

  

https://www.moneyadviceservice.org.uk/en/articles/salary-sacrifice-schemes
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Appendix A – Example of savings 

Some idea of the savings which members of the pension salary sacrifice arrangement might enjoy is shown in 
the example which follow. The cost savings shown are just a guide. The savings will vary from individual to 
individual and will depend on: 

 the amount you contribute 

 your earnings 

Calculations are based on  income tax and NI rates for the 2017/18 tax year.  In all examples we have assumed 
a standard personal Income Tax Allowance of £11,500. 

Example     

This example is for a member of the Plan with a pensionable salary and taxable earnings of £40,000, a member 
contribution of 4% with an employer contribution of 7%.his example is fo a mer of the Plan with a pensionable 
salary and taxable earnings of £x, a member contribution of y% with an emloyer contribution of z%. 

 

This shows an increase in take-home pay of £192 per annum for a member using pension salary sacrifice 
instead of the current method. 

 

This shows an increase in take-home pay of £x per for a member using pension salary exchange instead of the 

current method 

 

 

 

 

    Not in any plan 
Without salary  

sacrifice 
With salary sacrifice 

Taxable earnings £40,000.00 £40,000 £38,400.00 

Income tax £5,700.00 £5700.00 £5,380.00 

National Insurance £3,820.32 £3,820.32 £3,628.32 

Pension deducted from pay £---- £1,280.00 £---- 

Take-home pay £30,479.68 £29,199.68 £29,391.68 

Automatic tax relief £---- £320.00 £---- 

Contribution sacrificed £---- £---- £1,600.00 

Company contribution £---- £2,800.00 £2,800.00 

Invested in plan £0.00 £4,400.00 £4,400.00 



 

 

  


