The Rise and Fall of
Executive Pensions
This timeline highlights how executive pensions have been
squeezed and shaped throughout the years to what we see today…
and the end of executive pensions as we know it?
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Following significant increases to
DB pension costs, 40% of newly
appointed executives in our survey
are offered DC pensions.

Only 5% of newly appointed
executives in our survey are
offered DC pensions.

Annual allowance (£215k) and lifetime
allowance (£1.5m) introduced as limits
on tax relievable pension savings.

40%

The move from DB to DC pensions
for executives continues.
The annual allowance peaks at £255k
and the lifetime allowance at £1.8m.
The median employer contribution to
DC for executives stabilises at 25% of
salary for FTSE100 and 15% of salary
for FTSE250 executives.

5%

Introduction of the earnings cap on
final remuneration.
Unfunded Unapproved Retirement
Benefit Schemes evolve to provide
pensions beyond the earnings cap.

Top rate on income tax is raised
to 83%.
Tax efficiency of pension saving
reaches a peak.

Employers respond by offering
cash compensation in lieu of
pension contributions.

2011

Lifetime allowance cut to £1.5m.
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83% 30%

The median cash in lieu of
pensions stabilises at
30% of salary for FTSE 100 and 20%
of salary for FTSE 250 executives.

Limits on tax approved pensions
standardised (e.g. 2/3 of final
remuneration).

Introduction of tax relief
on pension contributions.

2010

Annual allowance cut to £50k.

After successive cuts, the top rate
of income tax stabilises at 40%.
A DB pension of 2/3 of final salary
becomes the benchmark for
executive pensions.

2006

Annual allowance reduced to
£40k and lifetime allowance
reduced to £1.25m.

Tapered annual allowance to be
introduced reducing to £10k for those
with “adjusted income” above £210k.
£10k Lifetime allowance reduces to £1m.
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The end of the road for executive pensions.
Cash in lieu of pensions prevail.
Text in italics refers to commentary in previous editions of LCP Executive Pension Survey
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