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Pensions Act 1995
1995 CHAPTER 26

PART I

OCCUPATIONAL PENSIONS

Indexation

51 Annual increase in rate of pension

(1) Subject to subsection (6) this section applies to a pension under an occupational
pension scheme if—

(a) the scheme—
(i) is an approved scheme, within the meaning of Chapter I of Part XIV

of the Taxes Act 1988 (retirement benefit schemes approved by the
Commissioners of Inland Revenue) or is a scheme for which such
approval has been applied for under that Chapter and not refused, and

(ii) is not a public service pension scheme, and
(b) apart from this section, the annual rate of the pension would not be increased

each year by at least the appropriate percentage of that rate.

(2) Subject to section 52, where a pension to which this section applies, or any part of
it, is attributable to pensionable service on or after the appointed day or, in the case
of money purchase benefits, to payments in respect of employment carried on on or
after the appointed day—

(a) the annual rate of the pension, or
(b) if only part of the pension is attributable to pensionable service or, as the

case may be, to payments in respect of employment carried on on or after the
appointed day, so much of the annual rate as is attributable to that part,

must be increased annually by at least the appropriate percentage.

(3) Subsection (2) does not apply to a pension under an occupational pension scheme if
the rules of the scheme require—

(a) the annual rate of the pension, or



2 Pensions Act 1995 (c. 26)
Part I – Occupational pensions

Document Generated: 2024-02-29
Status:  This is the original version (as it was originally enacted).

(b) if only part of the pension is attributable to pensionable service or, as the
case may be, to payments in respect of employment carried on on or after the
appointed day, so much of the annual rate as is attributable to that part,

to be increased at intervals of not more than twelve months by at least the relevant
percentage and the scheme complies with any prescribed requirements.

(4) For the purposes of subsection (3) the relevant percentage is—
(a) the percentage increase in the retail prices index for the reference period, being

a period determined, in relation to each periodic increase, under the rules, or
(b) the percentage for that period which corresponds to 5 per cent per annum,

whichever is the lesser.

(5) Regulations may provide that the provisions of subsections (2) and (3) apply in relation
to a pension as if so much of it as would not otherwise be attributable to pensionable
service or to payments in respect of employment were attributable to pensionable
service or, as the case may be, payments in respect of employment—

(a) before the appointed day,
(b) on or after that day, or
(c) partly before and partly on or after that day.

(6) This section does not apply to any pension or part of a pension which, in the opinion of
the trustees or managers, is derived from the payment by any member of the scheme
of voluntary contributions.

52 Restriction on increase where member is under 55

(1) Subject to subsection (2), no increase under section 51 is required to be paid to or for
a member of a scheme whose pension is in payment but who has not attained the age
of 55 at the time when the increase takes effect.

(2) Subsection (1) does not apply if the member—
(a) is permanently incapacitated by mental or physical infirmity from engaging

in regular full-time employment, or
(b) has retired on account of mental or physical infirmity from the employment

in respect of which, or on retirement from which, the pension is payable.

(3) The rules of a scheme may provide that if, in a case where a pension has been paid to or
for a member under the age of 55 at an increased rate in consequence of subsection (2),
the member—

(a) ceases to suffer from the infirmity in question before he attains the age of 55,
but

(b) continues to be entitled to the pension,
any increases subsequently taking effect under section 51 in the annual rate of the
pension shall not be paid or shall not be paid in full.

(4) In any case where—
(a) by virtue only of subsection (1) or (3), increases are not paid to or for a member

or are not paid in full, but
(b) the member attains the age of 55 or, in a case falling within subsection (3),

again satisfies the condition set out in subsection (2)(a) or (b),
his pension shall then become payable at the annual rate at which it would have been
payable apart from subsection (1) or (3).
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53 Effect of increases above the statutory requirement

(1) Where in any tax year the trustees or managers of an occupational pension scheme
make an increase in a person’s pension, not being an increase required by section 109
of the Pension Schemes Act 1993 or section 51 of this Act, they may deduct the amount
of the increase from any increase which, but for this subsection, they would be required
to make under either of those sections in the next tax year.

(2) Where in any tax year the trustees or managers of such a scheme make an increase
in a person’s pension and part of the increase is not required by section 109 of the
Pension Schemes Act 1993 or section 51 of this Act, they may deduct that part of the
increase from any increase which, but for this subsection, they would be required to
make under either of those sections in the next tax year.

(3) Where by virtue of subsection (1) or (2) any pensions are not required to be increased
in pursuance of section 109 of the Pension Schemes Act 1993 or section 51 of this
Act, or not by the full amount that they otherwise would be, their amount shall be
calculated for any purpose as if they had been increased in pursuance of the section in
question or, as the case may be, by that full amount.

(4) In section 110 of the Pension Schemes Act 1993 (resources for annual increase of
guaranteed minimum pension)—

(a) subsections (2) to (4) are omitted, and
(b) in subsection (1), for “subsection (2) or (3)” there is substituted “section 53

of the Pensions Act 1995”.

54 Sections 51 to 53: supplementary

(1) The first increase required by section 51 in the rate of a pension must take effect
not later than the first anniversary of the date on which the pension is first paid; and
subsequent increases must take effect at intervals of not more than twelve months.

(2) Where the first such increase is to take effect on a date when the pension has been in
payment for a period of less than twelve months, the increase must be of an amount
at least equal to one twelfth of the amount of the increase so required (apart from this
subsection) for each complete month in that period.

(3) In sections 51 to 53 and this section—
“annual rate”, in relation to a pension, means the annual rate of the pension,

as previously increased under the rules of the scheme or under section 51,
“the appointed day” means the day appointed under section 180 for the

commencement of section 51,
“appropriate percentage”, in relation to an increase in the whole or

part of the annual rate of a pension, means the revaluation percentage for
the revaluation period the reference period for which ends with the last
preceding 30th September before the increase is made (expressions used in
this definition having the same meaning as in paragraph 2 of Schedule 3 to the
Pension Schemes Act 1993 (methods of revaluing accrued pension benefits)),

“pension”, in relation to a scheme, means any pension in payment under
the scheme and includes an annuity.
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55 Section 51: end of annual increase in GMP

In section 109 of the Pension Schemes Act 1993 (annual increase of guaranteed
minimum pensions)—

(a) in subsection (2) (increase in rate of that part of guaranteed minimum pension
attributable to earnings factors for tax year 1988-89 and subsequent tax years)
for “the tax year 1988-89 and subsequent tax years” there is substituted “the
tax years in the relevant period”, and

(b) after subsection (3) there is inserted—

“(3A) The relevant period is the period—
(a) beginning with the tax year 1988-89, and
(b) ending with the last tax year that begins before the principal

appointed day for the purposes of Part III of the Pensions Act
1995”.


