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The Benefits
GAD Calculations - How they work

Features 

■	 Example

■	 How to calculate the basis amount

The Government Actuary’s Dept (GAD) has produced tables to calculate a “basis 

amount”. This basis amount is used to calculate the maximum income that can be 

drawn from an unsecured or alternatively secured pension fund. This calculated income 

is designed to be roughly equivalent to the lifetime annuity that could have been 

purchased by the fund
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Example

The Gilt Index Yield is reviewed monthly and is the Gross 

Redemption Yield on (15 year) UK gilts

How to calculate the basis amount
The first step is to cross-reference the member’s age with 

the prevailing yield. In the case of alternatively secured 

pension the member’s age is always taken as 75. A yield  

of 4.5% would produce, for a 70 year old man taking USP 

and an 80 year old man taking ASP, GAD rates of £83 and 

£100, respectively, per £1,000 of designated fund value.

The second step is to apply the GAD rate to the value of 

the pension fund to calculate the “basis amount”. 

Say that the value of the pension fund is £100,000 (after 

the payment of the Pension Commencement Lump Sum 

(PCLS) in the case of USP). The respective basis amounts 

would be £8,300 and £10,000.

AGE

Gilt Index Yield

4.00 4.25 4.5 4.75 5.00 5.25

70 £80 £81 £83 £85 £87 £88

71 £83 £84 £86 £88 £89 £91

72 £86 £87 £89 £91 £93 £94

73 £89 £91 £93 £94 £96 £98

74 £93 £95 £96 £98 £100 £101

75 or over £97 £99 £100 £102 £104 £106

*	The above table is an extract from the published tables for men and gives the ”basis amount” rate per £1000 of fund for drawdown. This rate is known 

colloquially as the “GAD rate”. There are separate tables for women and for dependent children. The table for dependent children does not assume mortality  

and is designed to ensure that the pension fund is depleted by age 23, i.e. the age that dependency finishes.
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James Hay is able to provide literature in alternative formats. The formats available are: Large Print (as recommended 
by RNIB), Braille, Audio Tape and PC Disk. If you would like to receive this document in an alternative format please 
contact us on 0845 850 4455. For the hard of hearing and / or speech impaired, please use the Typetalk service via 
18001 0845 850 4455. 
This fact sheet issued by the James Hay Technical Support Unit for use in connection with the James Hay SIPP. No responsibility to any third party is accepted if the information provided in this document is used for any other 
purpose. This fact sheet is based on our understanding of current UK legislation and HMRC practice.  

The James Hay SIPP product is provided by James Hay Insurance Company Limited (JHIC), which has appointed James Hay Pension Trustees Limited (JHPT) as trustee and James Hay Administration Company Limited (JHAC) as 
scheme administrator. JHIC is regulated by the Jersey Financial Services Commission and is registered in Jersey (Number 77318) at IFG House, 15 Union Street, St Helier, Jersey, JE1 1FG. JHPT (registered number 1435887) and 
JHAC (registered number 4068398) are both registered in England and have their registered office at: Trinity House, Buckingway Business Park, Anderson Road, Swavesey, Cambs, CB24 4UQ. JHIC, JHPT and JHAC are part of the 
James Hay group of companies, which is a wholly owned subsidiary of IFG Group PLC. JHAC is authorised and regulated by the Financial Services Authority (FSA) under Firm Reference Number 460698 and you can check this 
authorisation at www.fsa.gov.uk/register or by calling the FSA on 0845 606 1234.
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