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	Dear [insert name of employee],
You’re invited to participate in our 2025 bonus exchange
You’re invited to take part in our 2025 bonus exchange. This gives you the option to exchange all or part of your bonus for an equivalent pension contribution.
What are the benefits?
If you choose to exchange your bonus, we’ll pay it as an employer pension contribution directly into your pension plan. This contribution is free from tax and National Insurance (NI) deductions, which increases its immediate value to you. Benefits can only be taken from the age of 55, this will increase to age 57 from 6 April 2028. And your tax saving will depend on your income and the rate of tax you pay 
[You’ll also benefit from our employer NI savings too. We’ll add this to the pension contribution, which will increase it to XX% more than the original value of the bonus you exchange.] 
The value of your pension contribution could then grow further through the long-term investment offered by your pension plan, although this is never guaranteed. While pension savings can grow, their value can also go down so you could get back less than you pay in.
I don’t know how much my bonus is – how can I decide how much to exchange?
You’ll have to decide in advance of getting your bonus how much you want to exchange. You could use the average of your previous years’ bonuses to estimate your expceted bonus, and then work out how much you want to exchange. And you don’t need to exchange all of your bonus, you can choose a fixed amount or a percentage, for example:
· [20% of any bonus received over £5,000]. 
· [20% of any bonus received over £5,000, up to a maximum of £3,000 pension contribution.] 
In both these cases, you’d receive the first [£5,000] in your monthly pay with tax and NI deducted. 20% of anything over that amount would then be paid as an employer pension contribution.
The second example offers a cap on the value of employer pension contributions paid. This can be useful if you’re likely to go over your annual allowance - currently £60,000 for the tax year 2025/26.
You can find out more about tax relief and the annual allowance on pension contributions here.
If you’re not sure exchanging your bonus is right for you, we recommend speaking to a financial adviser. 
I’d like my bonus to be paid as a pension contribution. What do I need to do?
If you’ve decided to exchange your bonus for a pension contribution, please complete this [agreement form] and send it to [@email_address] no later than [insert date].
Yours sincerely,
[Name Surname]
[Title]
[name.surname@email.com]
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