
Green Car Scheme: 
Salary Sacrifice 

Effect on Pension 

Introduc	on 

 

Under the Green Car Scheme the Council allows you to lease a brand 

new car under a salary sacrifice arrangement. 

 

Under a salary sacrifice arrangement your monthly gross salary will 

be reduced, resul�ng in a saving in tax, Na�onal Insurance and pen-

sion contribu�ons. 

 

This factsheet explains how this arrangement will effect your pension 

and gives details of how you could pay addi�onal contribu�ons to 

cover the reduc�on in your pension.  

 

How will the car salary sacrifice scheme affect my pension?  

 

If you join the Green Car Scheme you will pay less pension contribu-

�ons as the contribu�on you will pay will be based on the pay you 

receive less the sacrificed amount – Therefore contribu�ons will only 

be deducted from the post sacrificed amount.  

 

However, although you will be paying less pension contribu�ons 

while you are in the salary sacrifice arrangement it is important to 

note that there will be a las	ng reduc	on to the pension benefits 

that you will receive.  

 

Since April 2014 the Local Government Pension Scheme (LGPS) is a 

Career Average Revalued Earnings scheme (CARE). The CARE scheme 

uses your pensionable pay at the end of each financial year to calcu-

late your pension benefits for that year, the sacrificed amount will 

not be counted in that calcula�on. Therefore, for the dura�on of a 

car salary sacrifice contract your pension benefits for that term will 

be less than they would have been had you not been in such an ar-

rangement. 

Example  

 

Actual pensionable pay     £18,000  

Sacrificed amount      £3,000 

Pay used to calculate pension benefits   £15,000 

 

What pension benefits would be without sacrifice: 

 

£18,000 x 1/49th = £367.35  

 

What pension benefits would be with sacrifice : 

 

£15,000 x 1/49th = £306.12 

 

Therefore under this example your pension would be £61.23 a year 

lower by being in the salary sacrifice arrangement. 

The pension accrued is then credited to your record and will not 

change even a8er the salary sacrifice period has ended. Unlike a final 

salary scheme where as long as the salary sacrifice period ends at 

least 12 months before re�rement/leaving the final pensionable pay 

figure used to calculate pension benefits will be unaffected. The CARE 

scheme calculates pension benefits each year and this will make a 

las�ng reduc�on to your pension benefits for the period that you 

were in the salary sacrifice arrangement.  

 

Will the car salary sacrifice scheme affect death benefits? 

 

Yes, the car salary sacrifice scheme will also affect death benefits 

payable including the death in service grant, as the pay used to calcu-

late the benefits would also be the post sacrificed amount. 

 

What about benefits accrued before 1st April 2014 in the Final  

Salary Scheme? 

 

These benefits would be calculated based on the pre sacrificed pen-

sionable Pay and would not  be less due to the Green Car Scheme. 

 

Can I pay addi	onal pension contribu	ons to cover the lost  

pension? 

 

Yes, you are able to pay towards Addi�onal Pension Contribu�ons 

(APC) to cover your lost pension. You will need to find out how much 

pensionable pay you have lost during your period in the salary sacri-

fice arrangement.  Your Employer would be able to provide you with 

this informa�on. 

 

You will then be able to access the online APC Modeller to calculate 

the cost of buying back your lost pension: 

 

h2ps://apc.lgps2014.org 

 

In order to buy back your lost pension, you must print the Applica	on 

Form from the online Modeller and return a copy to your Employer 

and the Pension Fund.  You will have the op�on to buy back your lost 

pension as a one-off lump sum payment  or monthly over a minimum 

period of 12 months.  However, if you wish to pay monthly, you will 

have to complete a declara�on to cer�fy that you are in ‘reasonably 

good health’.  

 

Further Informa	on 

 

This factsheet gives general guidance only.  For further informa�on, 

please contact: 

 

Tel:   01792 636655 
Email:   pensions@swansea.gov.uk 
 


