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Finance Act 2004
2004 CHAPTER 12

PART 4

PENSION SCHEMES ETC

CHAPTER 3

PAYMENTS BY REGISTERED PENSION SCHEMES

Unauthorised member payments

[F1172D Limit on increase in benefits

(1) This section applies where, at any time during any pension input period in respect of
a relevant arrangement relating to a member of an occupational pension scheme that
is a registered pension scheme, the member and—

(a) a sponsoring employer, or
(b) a person connected with a sponsoring employer.

are connected persons.

(2) If—
(a) the pension input amount for the pension input period in respect of the relevant

arrangement, exceeds
(b) the notional unconnected person input amount for the pension input period in

respect of the relevant arrangement,
the pension scheme is to be treated as making an unauthorised payment to the member
(or to the member's personal representatives) of an amount equal to the excess.

(3) A relevant arrangement is an arrangement under the pension scheme that is—
(a) a defined benefits arrangement,
(b) a cash balance arrangement, or
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(c) a hybrid arrangement under which the benefits that may be provided to or
in respect of the member are, or include, defined benefits or cash balance
benefits.

(4) The pension input amount for a pension input period in respect of the relevant
arrangement is to be determined in accordance with—

(a) sections 230 to 232 if the relevant arrangement is a cash balance arrangement,
(b) sections 234 to [F2236A] if it is a defined benefits arrangement, and
(c) section 237 if it is a hybrid arrangement,

treating references in those sections to the individual as to the member and treating
section 237 as if the references to input amount B were omitted.

(5) The notional unconnected person input amount for the pension input period in respect
of the relevant arrangement is what the pension input amount, as so determined, would
have been if the member were connected with—

(a) a sponsoring employer, or
(b) a person connected with a sponsoring employer,

at no time during the pension input period.

[F3(6) For the purposes of this section whether a person is connected with another person is
determined in accordance with section 993 of ITA 2007.]]
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