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CHAPTER 27

PAY AND ALLOWANCES, PENSIONS AND TERMINAL GRANTS

SECTION 1 - PAY AND ALLOWANCES 

2701. General

a. The aim of this Chapter is to provide a basic explanation of some of the key
aspects of pay, allowances and pension schemes in order that each individual member
of the Naval Service can take greater responsibility for their personal administration,
and for Divisional Officers, in particular, to be able to counsel Ratings/Other Ranks.
This applies particularly in non-self accounting ships or on those occasions when it is
not convenient to seek immediate and detailed information from Unit Personnel
Offices.  However this is merely a guide.  When checking or confirming entitlement or
eligibility, for example when considering Continuity of Education Allowance (CEA)
personnel must always consult the relevant and up-to-date tri-Service regulations.

b. The MOD Web contains the information on military pay and allowances, and also
access to the most up-to-date rules in JSP 754 Tri-Service Regulations for Pay and
Charges and JSP 752 Tri-Service Regulations for Allowances .  The allowances
provided for in JSP 752 apply to Regular and Reserve personnel (with the exception
of non-mobilised Reserves who are only entitled to travel and subsistence allowances
when required to attend training) unless otherwise indicated.  Full details of the various
allowance entitlements on mobilisation of Reserve personnel can be found in Chapter
5 of JSP 753 Tri-Service Regulations for the Mobilisation of Reserves.  Key reference
documents can be found at http://defenceintranet.diif.r.mil.uk/Personnel/Military/
Remuneration/Pages/Remuneration.aspx.  RNCOM, accessed via the internet, also
offers assistance:  www.rncom.mod.uk (follow link to Pay/Allowances/Pensions).

c. The Armed Forces Pay Review Body (AFPRB) is responsible for recommending
the pay rates for Officers and Ratings/Other Ranks.  Most personnel will receive 2 pay
increases each year, one on 1 April to reflect the annual pay award, and the second
on the anniversary of their promotion to their current Rank/Rate, known as a Yearly
Incremental Progression (YIP).  Pay will also rise on promotion. 

2702. Maritime Reserves
Naval pay and allowances policy generally applies to Maritime Reserves but includes

some additional stipulations; see the relevant articles in JSP 752 and JSP 754 and in BR 3(2)
Paras 0206 and 0207. U
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2703. Key Features
The main features of Pay are:

a. Comparability.  (See JSP 754 Part 1 Chap 2.) The basic principle is that the
package of Service pay and charges must be fair when compared to those applying to
civilian occupations.  In order to determine levels of pay within the military salary, the
Job Evaluation (JE) mechanism is used and it is this information plus the job scores
derived through the JE of civilian jobs that the AFPRB uses when it is assessing pay
comparability.  This ensures that when the AFPRB makes its recommendations on
basic pay, it does so such that pay is maintained at levels broadly comparable with
those received by civilians doing jobs of a similar size and job evaluated weight.

b. X-Factor.  (See JSP 754 Part 1 Chap 2.) The X-Factor is intended to reflect the
differences between conditions of service experienced by members of the Armed
Forces and conditions in civilian life, which cannot be taken directly into account in
assessing pay comparability.  The balance of advantage and disadvantage is
averaged across a career and across the Services and is assessed against a broad
range of criteria: danger; turbulence; spouse/partner employment; separation; job
security; hours of work; stress, personal relationships and impact of the job; leave;
training, education, adventure training and personal development; promotion and
early responsibility; autonomy, management control and flexibility; individual, Trade
Union and collective rights and travel to work.  The X-Factor is applied as an
enhancement to Basic Pay at rates currently ranging from 3 to 14.5% dependent on
the nature and conditions of service.  Rates are typically reviewed by the AFPRB every
5 years; the next review will be in 2017/18.

c. Pay Ranges.  (See JSP 754 Part 1 Chap 1.)  For Ratings/Other Ranks, pay is a
single pay spine with four Additional Pensionable Supplements.  Trades are
allocated to one of the Supplements depending on the results of the Job Evaluation
process, and the formulation of a Through Career Whole Trade Score.  Officers are
also on a single pay spine and certain trades and cadre are on Bespoke Pay Spines.

d. Satisfactory Performance Incremental Progression.  (See JSP 754 Part 2
Chap 2 Section 4/5.)  Progression within a rank is normally on an annual basis, known
within JPA as Yearly Incremental Progression (YIP).  It is dependent upon satisfactory
performance, experience and the attainment of qualifications.  However, progression
may be suspended if a satisfactory level of performance is not attained.  

e. Accelerated Incremental Progression (AIP).  (See JSP 754 Part 1 Chap 1
Section 8 Ann C.)  With effect from 31 Dec 15 entitlement to AIPs has been withdrawn.
Reserved Rights will exist for those eligible up to 31 Dec 18, further details are
available at the reference.

f. Pay on Promotion.  (See JSP 754 Part 2 Chap 2 Sect 6.)  All personnel will
receive a minimum 2% increase on their current rate of pay, rounded up to the nearest
incremental level in the appropriate new pay range when promoted.  A 5% increase
will be awarded to personnel on promotion to PO/Sgt, those commissioned from the
ranks and those promoted to OF3 from the OCFR Pay Spine.
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g. Payment for Food and Accommodation.  The AFPRB reviews and sets
charges for food and accommodation on an annual basis.  The following is an outline
of how charges are set:

(1) Food Charge.  (See JSP 754 Part 2 Chap 7 Sect 2.)  A single Daily Food
Charge (DFC)/Pay As You Dine (PAYD) Core Menu charge was introduced in Apr
08.  Service Food Charges are recommended by the Armed Forces Pay Review
Body (AFPRB) and promulgated annually by Hd, Rem in a Directed Letter.  The
Daily Food Charge (DFC) recommended by the AFPRB is also used as the basis
for the cost of the 'Core Menu' in Catering Retail and Leisure/Pay As You Dine
(CRL/PAYD) outlets and the Entitled Casual Meal Charge (ECMC).  There is only
one category of food charge; namely the DFC.  The DFC is applied on all non
CRL/PAYD units and some CRL/PAYD units; specifically Phase 1 training units.
In CRL/PAYD units personnel simply pay at the point of sale for the meal they wish
to consume.  An explanation of the entitlement to be fed at Crown expense ie.
guard duty, on exercise etc. is provided in JSP 456 Vol 4.

Single Living Accommodation/Service Family Accommodation/Abatement.  With
effect from Oct 15 all accommodation entitlement has been transferred to
JSP 464 Volume 3 and is covered in BR 3(1) Chapter 25.

2704. Additional Pay
Different types of additional pay are as follows:

a. Recruitment and Retention Payment (RRP).  (See JSP 754 Part 2 Chap 5.)
RRP is targeted at areas where there are particular difficulties in recruiting and
retention and can be paid on a Continuous Career Basis (CCB), Non-Continuous
Basis (NCB) or Completion of Task Basis (CTB), depending on the cadre.  RRP may
start, increase, decrease or cease according to prevailing recruiting and retention
conditions.  When personnel submit their notice to leave the Service early (PVR), RRP
ceases to reflect that the retention aspect of RRP has failed.  RRP rates are set
annually by the AFPRB.  RRP of a CCB nature attracts a Reserve Band for those who
cease to be employed in a RRP or RRP-Related post.  The Reserve Band is paid at
100% of the value of the RRP level for 2 years and at 50% of the value for one year
before ceasing.

b. Compensatory Allowances (CA).  (See JSP 752.)  CA include allowances which
are used to make up for any extra hardship that Service personnel may face during
their duty (e.g. Unpleasant Working Allowance (UWA), Unpleasant Living Allowance
(ULA) - both Operational and Sea, Longer Separation Allowance (LSA), or Northern
Ireland Resident’s Supplement (NIRS)).  The AFPRB set these rates annually.

c. Retention Payments.  (See JSP 754 Part 2 Chap 6.)  These consist
predominantly of Commitment Bonuses (CB) and Financial Incentives.  

(1) With effect from 1 Apr 16 Commitment Bonuses were withdrawn for new
joiners; Transitional Protection is available and is detailed at the reference.
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(2) Financial incentive schemes for recruitment and retention take the form of,
but are not limited to, Financial Retention Incentives (FRIs), Golden Hellos (GH),
Rejoining Bounties, Transfer Bounties and Recruit Bounty schemes.  They are
introduced as a short-term measure on a tri-Service and/or single-Service basis
in order to target specific current or projected manning shortfalls, particularly in
essential specialisations such as Operational Pinch Point trades.  FRIs may be
approved by the Second Sea Lord (up to: 2 year window, £20k per person, and
£3m spend per FY) or the AFPRB for more expensive or longer enduring FRIs.
The approval route for an FI is to Navy Pers-PPA in the first instance for onward
transmission to single Service Pay Colonels, NCHQ and MoD centre staffs.  FIs
are subject to tax and NI contributions and will carry a RoS commitment.
Additional information on FRIs is available in JSP 754, Part 2 Chapter 6, Section
1 while a list of extant schemes are publicised in DINs and RNTMs.  Staffing
instructions for the creation and management of FRIs is located at Annex 27A and
Annex 27B.

2705. Minimum Drawing Rate (MDR)

a. This is the rate at which no further deductions should be made from an individual’s
pay subject to JSP 754 Part 2 Chapter 1 Para 02.0405.  It is a mechanism that should
avoid personnel receiving zero pay and claiming financial hardship.

b. The MDR is set at 50% of net pay.  It is calculated from gross pay (including
Recruitment and Retention Pay and X-Factor) minus Income Tax, National Insurance
(this includes  Statutory Adoption and Maternity Pay if being paid at the time).

c. Items to be included in the MDR calculations are known as the ‘Order of March’
and include:

(1) Child Support Agency (CSA) payments;

(2) Court Order payments;

(3) Advance of Pay;

(4) Taxable over-issues of pay and allowances;

(5) Non taxable over-issues of pay and allowances;

(6) Undercharges;

(7) Miscellaneous Debts;

(8) Long Service Advance of Pay (LSAP) or FHTB Scheme.

(9) Military Fines and Comensation Orders

d. However, Voluntary deductions are non-MDR items and may breach the MDR.
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2706. Recovery of Debt

a. There is a mechanism for recovering items from a Service individual's pay
account, which all personnel need to be aware of.  As a general guide, pay will be
recovered in the following circumstances:

(1) An over-issue of Pay has been made;

(2) A Service individual has been under charged;

(3) A Fine, Stoppage or Penal deduction has been awarded Summarily or by
Court Martial;

(4) An individual is the subject of a Judgement Debt Order;

(5) A Civil Court asks for assistance in recovering a Fine from an individual;

(6) An Order for a Maintenance Deduction is made against an individual;

(7) An individual is liable for Barrack Damages;

(8) An individual has received an Advance of Pay;

(9) An individual has received a LSAP or FHTB Scheme.

(10) An individual has received an Early Payment in Cash.

b. Recovery periods in respect of debt are set out in JSP 754 Part 2 Chapter 1
Section 6.  (Different rules apply for sub paras (8) - (10) above; see JSP 754 Part 1
Chapter 1 Section 5, JSP 752 Chapter 2 Section 4 and JSP 754 Part 2 Chapter 1
Section 1 respectively).  

c. Hardship Cases.   In exceptional cases individuals may have the recovery of pay
period extended up to 12 months.  Any applications for extensions to recovery periods
must be sent to DBS(UKVETS)(G) Recoveries and Write-Offs (R&WO) using the
Objections Against Recovery or Request Non-Standard Repayment form set out in
JSP 754 Part 2 Chap 1 Section 6 Appendix 1.

2707. Maintenance of Spouses/Civil Partners and Children
See Chapter 21 Section 7. U
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SECTION 2 - PENSIONS AND TERMINAL BENEFITS

2708. Armed Forces Pension Schemes (AFPS 75, 05, 15 and Reserve Forces Pension 
Schemes (FTRS 97 and RFPS 05))

a. AFPS 75, 05 and 15 for Regular Forces, and FTRS 97 and RFPS05 for Reserves
are integral and vitally important aspects of the overall remuneration package.  This
section, provides links to the suite of documents for each of the pension schemes.
With the introduction of the AFPS 15 on 1 Apr 15 all Service Personnel (Regular and
Reserves) will transfer into the new Scheme unless they have Transitional Protection,
i.e. for those in Regular service who were 45 years old or above on 1 Apr 12; for
Reserves the age was 50.  Those transitioning into the AFPS 15 will have service
under a legacy scheme and AFPS 15 and must ensure that they qualify for payment
points under both schemes if they are to receive the full financial benefit for the service
they have given.

b.  Links to the relevant Pension Schemes are at:

(1) AFPS 75.
http://defenceintranet.diif.r.mil.uk/Personnel/Military/Remuneration/Pages/
ArmedForcesPensionScheme1975(AFPS75).aspx  

(2) AFPS 05. 
http://defenceintranet.diif.r.mil.uk/Personnel/Military/Remuneration/Pages/
ArmedForcesPensionScheme2005(AFPS2005).aspx 

(3) AFPS 15. 
http://defenceintranet.diif.r.mil.uk/Personnel/Military/Remuneration/Pages/
FutureArmedForcesPensionScheme(FAFPS).aspx 

(4) FTRS 97.
http://defenceintranet.diif.r.mil.uk/Personnel/Military/Remuneration/Pages/
FullTimeReserveServicePensionScheme1997(FTRSPS97).aspx 

(5) RFPS 05.
http://defenceintranet.diif.r.mil.uk/Personnel/Military/Remuneration/Pages/
ReserveForcesPensionScheme2005.aspx  

2709. Non-Reckonable Service  
Ratings/ORs who are being released on completion of their service and have incurred

some non-reckonable periods e.g. Detention, Civil Power, Unpaid Leave, etc. must re-engage
to complete their full service in order to be eligible to receive a pension.  It is important to
ensure that ratings’/ORs’ correct terminal dates are checked within 12 months of Discharge
and those affected be allowed to re-engage to complete time for pension.
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2710. Applications for Pensions and Terminal Grants
Personnel will receive Pension application forms in their Service Leaver’s Pack which

must be completed prior to retirement or discharge.  Towards the end of terminal leave,
DBS(UKVETS) (Pensions Division) will inform Service Leavers of their pension/Early
Departure Payment/terminal grant entitlement.  

2711. Payment of Terminal Grant
This is made by Vets UK (Pensions Division) within 30 days following the final date.

Terminal grants are tax free.  Payment of pensions will be made as follows:

a. For Residents in the UK.  By payment to Bank/Building Society by MOD’s
appointed Paymaster.  A form for the pensioner to complete will be sent with the letter
giving pension details.

b. For Pensioners Intending to Reside Abroad.  Either:

(1) Payable to a bank/Building Society in the UK; or

(2) Payable to a bank abroad; or

(3) By sterling payable order.

2712. Resettlement Grants  
Both officers and ratings who leave the service without entitlement to an immediate

Service pension may, subject to satisfactory service, be awarded a tax free Resettlement
Grant.  

a. AFPS 75

(1) Officers: Resettlement Grant payable after 9 years reckonable service from
age 21.

(2) Ratings/ORs:  Resettlement Grant payable after 12 years reckonable
service from age 18. 

b. AFPS 05.  For both Officers and Ratings, a Resettlement Grant is payable after
12 years reckonable service.

c. AFPS 15.  For both Officers and Ratings, a Resettlement Grant is payable after
12 years reckonable service.

2713. Voluntary Release
Divisional Officers should ensure that ratings giving 12 months' notice are aware that

at least 12 years' reckonable service must be completed before a Resettlement Grant is
payable.  This is particularly important when release dates become marginal for the purpose
of Resettlement Grants.
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2714. Liability for Income Tax

a. Pensions in Payment.  Pensions, as earned income, are liable to Income Tax
and the amount should be declared on the annual Income Tax Return.  Income Tax
can be deducted from pay or applied direct to the pension, depending on the
circumstances and as decided by HM Revenue & Customs (HRMC).  If the pensioner
takes up residence abroad, there may well be a 'double taxation' in force which any
UK Tax Liability can be offset in whole or part against liability in the country of adoption.
The pensioner must arrange this direct with the taxation authorities.  

b. Annual Allowance (AA).  The introduction (2006) and reduction (2010 and 2014)
in the Annual Allowance (the year on year increase in pension entitlement for which
Tax Relief is allowed) is a consideration primarily for OF4 levels and above (albeit it
may affect those promoted OF3 to OF4), whose increase in pension, typically on
promotion, may exceed the tax threshold.  Members of UK pension schemes are
permitted to increase the value of their pension pot by up to £40k per annum; the
pension pot being derived from an actuarial valuation of through-life worth.  Unused
AA from up to 3 previous years may also be used to mitigate the tax liability on any
excess above the AA threshold.  The effects of the reduction in AA will first be seen
following Tax Return evaluations for 2014/15.  In the 2012 Autumn statement the
chancellor further reduced the Annual Allowance from tax year 2014/15 to £40,000.

c. Life Time Allowance (LTA).  Separately from AA, very senior officers are subject
to the LTA which restricts the total value of personal pensions (£1.5M) before
additional tax liability is incurred.  This limit reduced on 6 Apr 14 to £1.25m and will
reduce on 6 Apr 16 to £1m.  Officers who have pension pots in excess of the value of
the reduced rate of LTA on the date the change comes into force will be entitled to
Individual Protection (IP).  IP14 details are on the Gov.uk website and the details for
the IP in 2016 are yet to be set by the Government.

2715. Pension Payment Date
Pensions are paid monthly in arrears.

2716. Pension Increases
A Service Pension/EDP is not index linked until age 55 but at that age it is restored to

the purchasing power which it had on first award - by the application of previous retail price
pension increases - and is then maintained at that value by increases applied in April each
year.  Invaliding and attributable pensions and all survivors’ pensions are index linked from the
date of award.

2717. MoD Compensation Schemes
From Dec 14 advice for compensation from death or injury while serving in the Armed

Forces, irrespective of the compensation scheme to be claimed under, is contained in JSP
765. Further detail can be accessed from, http://defenceintranet.diif.r.mil.uk/Reference/
DINsJSPs/Pages/JSP765.aspx.
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ANNEX 27A

IMPLEMENTATION OF FRIs
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ANNEX 27B

FRI RETURN TO NAVY NPS-PPA 2

1. Upon raising an FRI Paper of Evidence, Branch Managers (BM) will be sent an FRI
reporting tool in the form of an Excel spreadsheet for them to initiate the six-monthly returns
process.  The information which they will provide at the FRI initiation will establish the baseline
for measuring the success of the FRI.  The completed FRI will subsequently cover the following
periods: 

a. 1 Mar to 31 Aug, to be forwarded by end Sep, and

b. 1 Sep to 28 Feb, to be forwarded by end Mar. 

2. The purpose of the return is to ensure information and data, as required by the Centre, is
readily available to facilitate decisions on the continuation, extension, or increase in an FRI, as
well as on the assessment of future FRIs and to establish commonalities across tri-service
FRIs.

3.  Further details on the completion of the return are available from Navy NPS-PPA 2.  While
the quantitative data is essential for audit purposes and further understanding of FRIs and their
intended impact, BMs are encouraged to make full use of the comments boxes to provide the
full and pertinent quantitative and qualitative information.
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