Scheme Pays guidance note

Annual Allowance

Help! | have exceeded my AA

BA Pensions will send you a statement in the summer if you exceed the standard AA in the tax year which ended on 5 April. The
statement explains how to work out whether an AA tax charge applies to you. You can also refer to the Annual Allowance (AA) page
of our website.

High earners!- If you have earnings over £100,000 a year, you should check whether the lower Tapered Annual Allowance applies
toyou. The Tapered AA page of our website includes detailed guidance on how to work out whether you are affected by the Tapered
AA. BA Pensions cannot check this for you.

Remember, you can carry forward unused AA from the previous three tax years to cover any AA tax charge. You must check this for
yourself, or ideally, with a financial adviser. BA Pensions cannot check this for you.

If you do not have sufficient carry forward, you can use the Scheme Pays option to pay your AA tax charge or, alternatively, you can
pay the tax directly to HMRC.

Scheme Pays

What is Scheme Pays?

You can ask the Trustee to pay an Annual Allowance (AA) charge for you, relating to your NAPS benefits. The Trustee will pay the
charge on your behalf in return for a reduction in your NAPS pension or AVCs. You can make this agreement using the online Scheme
Pays pack. If you are currently saving to the British Airways Pension Plan (BAPP), you can ask the BAPP Trustee to pay some or all
of your AA charge for you as well. Aviva also offers mandatory and voluntary Scheme pays options. If you'd like to pay some or all
of your AA tax charge from your BAPP account (or your Aviva General Investment Account (GIA) if you have one), please call Aviva
Life & Pensions on 0345 030 7964 - the helpline is open Monday-Friday 8 am-5:30 pm. Please have your Aviva Plan number or
National Insurance number to hand. Alternatively, you can email Aviva at ba.mymoney@aviva.com

Can | use NAPS Scheme Pays?

To use the ‘mandatory’ Scheme Pays option in respect of your NAPS benefits, your total AA tax charge must be £2,000 or more and
your NAPS benefits plus AVCs must have exceeded the standard £60,000 AA or, for high earners, the lower, individual Tapered AA
if this applies. The value to compare to your AA is measured as the growth in your NAPS pension above CPI during the tax year,
multiplied by a factor of 16, plus any NAPS AVCs you have saved during the year.

How does NAPS Scheme Pays Work?

You can choose to have your AA tax charge deducted immediately from your AVCs if you have saved these, or from your NAPS
deferred pension. NAPS provides two types of arrangement — a ‘mandatory’ Scheme Pays arrangement and a ‘voluntary’ Scheme
Pays arrangement. You can read more about the different options on the ‘Paying an AA page’ of our website.

Where can | get an estimate of the likely cost of Scheme Pays on my NAPS deferred pension?

If you choose to have any tax charge paid from your NAPS deferred pension, the amount of the charge will be divided by the relevant
cash equivalent transfer factor to convert it to a pension amount which will be deducted from your deferred pension. The factors
depend on your age and sex and vary each month. You may find the examples listed below useful as a general guide.
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https://www.mybapension.com/naps/scheme/the-annual-allowance-aa
https://www.mybapension.com/naps/scheme/tapered-aa
https://www.mybapension.com/assets/forms/aa_tax_charges_scheme_pay_pack-e0c06217598493bb14d07f39dfa5f8a9.pdf
https://www.mybapension.com/assets/forms/aa_tax_charges_scheme_pay_pack-e0c06217598493bb14d07f39dfa5f8a9.pdf
mailto:ba.mymoney@aviva.com
https://www.mybapension.com/naps/scheme/tapered-aa
https://www.mybapension.com/naps/scheme/paying-an-aa-charge

Scheme Pays agreement modeller and e-Form
You can also use our Scheme Pays quotation and agreement e-Form to model the effect of using your NAPS pension or NAPS AVCs
to pay any AA tax charge. Simply log into Mybapension online and select the Scheme Pays option under "Your e-Forms".

Age at Closure ET)! Reduction to annual pension (per £10,000)
50* Plan 60 £424.17
55 Plan 60 £382.49
60 Plan 60 £345.45
50 Plan 65 £537.76
55 Plan 65 £487.48
60 Plan 65 £440.93
65 Plan 65 £400.17

*For example, if you are a male NAPS Plan 60 member, aged 50 now, each £10,000 AA tax charge would reduce your pension by
approximately £424.17 a year.

Scheme Pays Deadlines

When should | enter into a Scheme Pays agreement with the NAPS Trustee?

If you wish to use the NAPS Scheme Pays facility, you must enter into an agreement with the NAPS Trustee before receiving your
pension benefits. A ‘mandatory’ agreement can be made up to 31 July in the year after the tax year to which your AA tax charge
relates. For example, an AA tax charge relating to the tax year which ended 5 April 2021 must be made by 31 July 2022. A ‘voluntary’
agreement must be made before 31 December after the end of the AA year to which the charge relates, i.e. by 31 December 2021
if the charge relates to the 2020/21 AA year.

What is the difference between mandatory and voluntary Scheme Pays?
Under the mandatory Scheme Pays agreement, the individual and the Scheme Trustee are jointly responsible for paying the AA
charge.

Unlike the mandatory Scheme Pays arrangement, payment of your AA tax charge under a voluntary Scheme Pays arrangement
remains your sole responsibility. Any delay in the payment of your AA tax charge payment beyond your self-assessment tax return
deadline will incur late payment interest and charges. NAPS takes no responsibility and assumes no liability for any such interest or
charges, nor can they be settled by the Scheme as part of a Voluntary Scheme Pays arrangement.
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You may find the following chart helpful:
Scheme Pays timelines

e Your pension input within the 2020/21 Pension Input Period

exceeded your available AA by £15,000. Annual Allowance (Pension Savingi)

Statements are published within the

e  Your AA Statement was issued in Summer 2021 and you assess securer section of www.mybapension.com
that you exceeded the standard AA.

e  You calculated you had no ‘carry forward’ and the AA tax charge

due was 40% of the excess i.e. £6,000. et
You MUST ‘tick” the Scheme Pays box

e  You completed an online HMRC tax return in December 2021 within your HMRC submission (or enter

confirming you wished to pay the £6,000 using Scheme Pays. the amount of tax charge your pension
scheme is paying for you in your paper
e You entered into an irrevocable Scheme Pays agreement, received tax return), otherwise HMRC will assume
by BA Pensions on 19 March 2022. The Trustee made that you will pay the AA tax charge
the payrnent. to HMRC in its next quarterly Scheme tax immediately from your own funds
return (in this example, the quarter ending 31 March 2022).
e  BA Pensions calculates the pension reduction and reduces
your deferred pension immediately. _\_ The factors used to convert a Scheme Pays
debt into a pension reduction are provided

by the Scheme’s Actuary
Pension Reduction =

£6,000 x Scheme Pays CETV conversion factor x Market Value Adjustment.

What to declare on your self-assessment tax return

You must declare on your self-assessment tax return that the Scheme is paying the charge on your behalf. Once
you have entered into a Scheme Pays agreement with the Trustee, you cannot change your mind. You can
download a Scheme Pays information pack from the Forms page. You can find out more about how the Scheme
Pays option works in the Scheme Pays Operating Rules.

Where to find more information about the AA

You can find detailed information about how to work out your AA, what value to compare against your AA and the AA tax charge
on the Annual Allowance (AA) page of our website www.mybapension.com.

HMRC provides online calculators to help you with your AA assessments. Visit www.tax.service.gov.uk/paac. Detailed definitions
are available on HMRC's website at www.gov.uk/hmrc-internal-manuals/pensions-tax-manual/ptm057100#Income

You can also find guidance about the tapered AA on HMRC's website at www.gov.uk/guidance/pension-schemes-work-out-your-
tapered-annual-allowance
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