
 

 
 

 

 
 
 
 

in specie contributions 
 
 

setting the scene 
 

Individuals and Companies looking to make contributions into registered pension schemes are 
sometimes hampered by the fact that they do not have sufficient cash reserves. Irrespective of the 
level of the individual’s earnings, or company profits, a lack of cash in the bank can hinder pro-
active pension planning. 
 
It is possible, however, for an individual or Company to make an ‘in-specie’ contribution. This 
involves transferring the ownership of a suitable asset to the pension scheme. The process can be 
complex, but is achievable provided the correct steps are followed. 
 

summary 
 

 Legislation states that contributions to a registered pension scheme must be of a monetary 
amount to qualify for tax relief. In principle, therefore, an individual or company cannot 
simply try to contribute an acceptable asset into a pension fund and deem its value to be 
the contribution. 
 

 To allow for an in-specie contribution to be paid, an individual or employer must first declare 
the amount of money they wish to contribute. A debt is then created, which can be settled 
by means of transferring the asset. 
 

 If the value of the asset when transferred is not equal to the intended contribution, the 
balance must be paid by the individual or company. Similarly, if the value of the asset is 
greater than the intended contribution, the balance is either refunded or a further 
contribution is made. 
 

 The asset needs to be suitable for holding within a pension scheme, for example 
commercial property, shares, unit trusts and so on. 
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This note is for general guidance only and is based on our 
understanding of the current position of the requirements for the 
making in specie contributions. It does not guarantee in any way that 
a specific proposal will be acceptable, or that any suggested asset 
can be transferred to the pension scheme. Specific advice should be 
sought in respect of each individual case. 
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detail 
 

In Specie Contributions 
It is not possible for a Company or an individual to simply pass assets to the Scheme Administrator 
and ask them to treat it as a contribution. Legislation looks at contributions in the form of monetary 
amounts, and therefore the contribution must be considered in this way. An individual or Company 
must therefore decide in advance the amount of the contribution that they are willing to pay. 
Correctly documented, this creates a legal debt which can then be settled by means of transferring 
an asset to the pension scheme. 
 
Creating the Debt 
The process of creating the debt is straightforward, but needs to be done correctly and in the 
proper order. Firstly, the debt needs to be created, which must be irrevocably binding on the 
individual or Company. If it is not, then the transaction is open to challenge. Secondly, the Scheme 
Administrator and Trustees accept the debt. Thirdly, the debt is settled by means of transferring the 
ownership of the asset to the Scheme. It is important to stress that the acceptance of an asset in 
lieu of debt is subject to the Trustees’ approval – if they do not grant it, or it the asset is not 
transferrable, the Trustees have a legal obligation to pursue the debt of the contribution. 

 

Underpayments and Overpayments 
The in-specie contribution is deemed to have been paid on the date that ownership passed to the 
pension scheme – not the date that the debt was created. As a result of this, in some cases, the 
value of the asset may change between the two dates. 
 
If the value of the asset falls below the level of the debt, then HMRC will expect the Scheme to 
purse the individual or Company for the balance to the fullest extent possible. In other words, the 
difference cannot simply be ignored – the full amount of the debt must be settled. 
 
If the value of the asset is greater than the debt, then the balance can either be returned in-specie, 
if possible, or it could be purchased from the individual or company, or treated as an additional 
contribution. This must be accurately documented, however. 
 
Other Considerations  
Where individuals make contributions, it must be remembered that the monetary amount that they 
usually pass to the Scheme is the net amount of the overall gross contribution, as the additional tax 
payment is then reclaimed from HMRC. This may have a bearing where the individual looks to 
settle the net contribution by means of a transfer of an asset, as the value is then grossed up. This 
grossed up value then needs to be considered in light of the Annual Allowance, any available Carry 
Forward, and the Member’s earnings. 
 
Additionally, there might be a need for the Trustee to verify the source of some asset types. 
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