
 

 
 

 

 
 
 
 

sponsoring employer loans 
 
 

setting the scene 
 

Historically, one of the key attractions of a SSAS was the ability of the Trustees to grant a loan to 
the Principal Employer provided it was prudent for the Trustees to do so. This combined key 
advantages of relatively straight-forward access to funding a business, with repayments being 
made to the pension scheme, and thus increasing the fund, instead of to a third party bank or other 
lending institution. 
 
Loans to Sponsoring Employers may still be an attractive means of combining the aims of the 
business and the pension fund. They are, however, subject to a number of strict requirements. 
 

summary 
 

 Registered Pension Schemes which are occupational schemes, such as SSAS, may make 
loans to Sponsoring Employers subject to certain specific requirements. 
 

 Broadly, these loans need to be secured on assets of equal value to the initial loan plus 
interest calculated to the end of the term. Security can take a variety of forms and does not 
have to come from the Sponsoring Employer. 
 

 Existing debentures can affect the ability of a Company to grant security on its assets – 
these must be varied or removed. 
 

 The loan term cannot exceed five years, and there is a minimum prescribed interest rate 
that must be applied broadly equivalent to 1% above Bank Base Rate. Interest can be fixed 
or variable. 
 

 Equal annual instalments of capital and interest must be repaid throughout the term of the 
loan. Repayments can be made at a greater frequency, for example monthly or quarterly. 
 

 The loan amount cannot exceed 50% of the net asset value of the pension scheme, which 
needs to be calculated at the point the monies are released. 

 

 
 
 

For use by 

 Financial Advisers only 

This note is for general guidance only and is based on our 
understanding of the current position of the requirements for 
sponsoring employer loans. It does not recommend a loan as a 
suitable investment of a pension scheme. Specific advice should be 
sought in respect of each individual case to ensure that the 
requirements of HMRC and relevant legislation are being met. 
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detail 
 

Amount of the Loan 
Loans are limited to 50% of the net assets of the pension scheme, and the calculation must be 
undertaken at the point at which monies are released. 
 
Security 
The loan must be secured with a first charge on an asset equal in value to the face value of the 
loan plus the total interest to the end of the term. The asset, however, does not need to be owned 
by the Employer. 
 
Some care needs to be taken where the security constitutes taxable property (tangible, moveable 
property or residential property). In these cases, creating an interest in such property by fixing a 
charge on them leads to an unauthorised payment tax charge both on the costs of putting the 
charge in place, and on the value of the assets if the charge were ever to be enforced. 
 
Where Company assets are being used to support the loan, care must be taken that there are not 
any existing debentures or other charges that might affect the ability of the Company to grant such 
security. This must be researched prior to the granting of the loan. If necessary they can be varied, 
with the agreement of the parties involved, though this can impact timescales considerably. 
 
Interest  
The minimum rate is 1% above the average rate of the 6 leading high street banks, rounded up to 
the next ¼%. Fixed rate loans can also be granted. 
 
Term 
The term cannot exceed 5 years from the date the loan was advanced. It may be possible to roll 
over outstanding capital and interest owed at the end of the term up to a further 5 years. 
 
Repayment 
The loan needs to be repaid in equal instalments of capital and interest for each year of the loan. 
Interest only loans are therefore not possible. The loan agreement should clearly record the basis 
upon which capital and interest are being paid, or the loan may not be deemed compliant.  
 
Where the term of the loan expires and monies are still outstanding, it may be possible to roll over 
the loan for another term. This can only be done once, however.  
 
Missing the Deadline 
If a Company is providing assets as security, then registration of a charge on that Company at 
Companies House must occur within 21 days to be enforceable. Failure to do this would make the 
associated loan an unauthorised payment with the usual tax consequences. 
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