
Pensions are going through a number of important changes in 2016.

To help you plan and make the most of the opportunities, we have 
summarised the main changes. 

PENSION TAX RELIEF CHANGES EXPECTED FOR EVERYONE

What’s changing? The government has been reviewing pension tax relief, 
one of the most valuable tax breaks. It currently spends £34.3 billion a year 
on this and the majority is paid to higher earners. Chancellor George Osborne 
says we could see fundamental changes. It has been widely reported a 
new flat rate of between 25% and 33% could be announced. Other reports 
suggest a flat rate of 20% and pension withdrawals tax free.

When? Likely to be announced in the Budget on 16 March 2016, possibly 
with immediate effect.

Who’s affected? Everyone paying in to a pension, or thinking of doing so. 
If a new flat rate is introduced, higher-rate and top-rate taxpayers (income 
over £42,385, for 2015/16) are likely to have their tax relief cut and basic-rate 
taxpayers could have their tax relief boosted, although we do not know for sure.

What to consider now? Higher-rate and top-rate taxpayers considering a 
pension contribution may wish to act before 16 March 2016 to make the 
most of the current generous levels of tax relief. 

HOW TO TOP UP YOUR SIPP BEFORE THE BUDGET
 
Last year, our clients secured as much as £270 million pension tax relief 
by making a contribution to their SIPP (Self Invested Personal Pension).

If you’d like to top up your SIPP, first read the Key Features (including 
the contribution checklist and Important Investment Notes) and 
remember, money in a pension can normally only be accessed from 
age 55 (57 from 2028). 

You can top up your SIPP in one of three ways:
 
 Online Log in via your company pension website  

or www.hl.co.uk 

 By phone 0117 314 1795

 By cheque Send a cheque payable to HLSIPP/Your 
initials and surname.

One College Square South,
Anchor Road, Bristol, BS1 5HL
invest@hl.co.uk
0117 314 1795
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Download your free  
Guide to pension tax relief >>

Every year the government gives back 

billions to investors (£34.3 billion at the last 

count). All UK residents under age 75 can 

claim their share.
We are referring to tax relief on pension 

contributions – no other investment grants 

the same benefits.
Investors can currently receive up to 45% 

tax relief. The more tax you pay, the more 

you receive. The exact value of tax benefits 

depends on individual circumstances and 

tax rules can change. You can read more on 

page two.

In addition to the upfront tax relief, a 
pension offers three significant tax benefits:1. Tax savings as the money grows – In a 

pension money can grow free of UK Capital 

Gains Tax and UK Income Tax.2. Tax-free cash on the way out – From age 

55 (57 from 2028) you can normally start 

making withdrawals, up to 25% usually 

tax free and the rest taxed as income.3. No inheritance tax – Any money left 
when you die can usually be passed to 

your beneficiaries free of inheritance tax. 

Withdrawals they make will usually be 

tax free if you died before 75 or taxed as 

their income if you died after turning 75.

HOW TO CLAIM PENSION TAX RELIEF – 

ACT TODAYIt takes just minutes to make a contribution 

to the Vantage SIPP (Self Invested Personal 

Pension). A SIPP is for people comfortable 

making their own investment decisions. 

There is a wide investment choice, you 

have control and benefit from low costs 

and award-winning service. Remember, the 

value of investments can go down as well as 

up so you may get back less than you invest. 

Find out more at www.hl.co.uk/sipp.
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Pension tax relief – what it is, 

who can benefit, how to claimDAVID HENDERSONHEAD OF PENSIONS

This guide is for investors who prefer to make their own investment decisions, without personal financial advice. If you are happy to do this and manage your 

own pension the Vantage SIPP could be for you. If you do not need the flexibility of a SIPP, you might consider a stakeholder pension. If you have access to an 

employer’s pension scheme always consider that first. Investments fall in value as well as rise so you could get back less than you invest. Neither capital nor 

income is guaranteed. Please read the Important Notes on page 3.

INSIDE 

One College Square South,Anchor Road, Bristol, BS1 5HL
www.hl.co.uk | 0117 980 9926

http://www.corporate-vantage.co.uk/__data/assets/pdf_file/0003/8384151/corporate-vantage-key-features.pdf
http://www.corporate-vantage.co.uk/__data/assets/pdf_file/0010/6005269/SIPP-Tax-relief-guide.pdf


IMPORTANT NOTES: This factsheet is for your information only and is 
not personal advice. It is based on our understanding of legislation as at 23 
February 2016. It is a broad summary and cannot cover every situation. You 
should not take, or refrain from taking, any action based on this information. 
Tax treatment can change and depends on your individual circumstances. 
Unless stated otherwise, all figures apply to the 2015/16 tax year.
 If you are unsure a particular course of action is suitable for your 
circumstances, you should seek personal financial advice. The value of 
investments can fall as well as rise so you may get back less than you 
invest.
 Please remember pensions are long-term investments to fund your 

retirement; you cannot normally access your money until age 55 (57 from 
2028), up to 25% usually tax free and the rest taxed as income.
 Most people can contribute as much as they earn to pensions. A 
£40,000 limit also applies from 9 July 2015 to 5 April 2016 (£10,000 for 
some people who have flexibly accessed a pension). The lifetime allowance 
is £1.25m (£1m in 2016/17). These limits can be affected by other factors – 
contact us for details.

This factsheet is issued by Hargreaves Lansdown Asset Management Limited. Authorised and 
Regulated by the Financial Conduct Authority (FCA register number 115248, see register.fca.org.uk). 
It may not be reproduced without permission.

HIGH EARNER ALLOWANCE TO FALL

What’s changing? The annual allowance for pension contributions is falling 
to as little as £10,000.

When? 6 April 2016.

Who’s affected? Potentially anyone with income over £150,000, although 
those with lower incomes might also be caught due to pension contributions 
from their employer.

What to consider now? The annual allowance is currently £40,000 for most 
people and you may also be able to carry forward unused allowance from 
previous tax years. But you should carefully consider your options.

If you think you could be affected by this reduced allowance, first consider 
the level of employer contributions you receive. Will carrying forward unused 
allowance now mean future contributions exceed your reduced allowance? If 
so, you may receive an unexpected tax charge.  

LIFETIME ALLOWANCE TO FALL

What’s changing? The lifetime allowance, the cap on the total value of your 
pensions, is falling from £1.25 million to £1 million.

When? 6 April 2016.

Who’s affected? Anyone with pensions that could be worth £1 million or 
more when they take benefits or reach age 75. Any excess could be subject 
to a tax charge of up to 55%.

What to consider now?
Apply for ‘protection’ to secure a higher allowance. There are three types 
available:

Fixed Protection 2016 – fixes your allowance at £1.25 million, but only if 
you and your employer make no contributions after 5 April 2016 (including 
accruing benefits in a final salary scheme), so you may decide to maximise 
contributions now.

Individual Protection 2016 – will be available if your pensions are worth 
more than £1 million on 5 April 2016. Fixes your allowance at the value of 
your pensions as of 5 April 2016, up to a maximum of £1.25 million. You can 
continue to make and receive contributions.

Individual Protection 2014 – available if your pensions were worth at least 
£1.25 million on 5 April 2014. Fixes your allowance at the value of your 
pensions as of 5 April 2014, up to a maximum of £1.5 million, and you can 
continue to make and receive contributions.
 
You can apply for Individual Protection 2014 now and the final deadline 
is 5 April 2017. You will be able to apply online for the other two types of 
protection from July 2016, or in writing from 6 April 2016 on an interim basis 
provided you subsequently apply online.

Phone: 0117 314 1795  
(Mon-Thurs 8am-7pm, Fri 8am-6pm,  
Sat 9:30am-12:30pm)

Email: invest@hl.co.uk

Post: Hargreaves Lansdown, One College Square South, Anchor 
Road, Bristol, BS1 5HL
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New rules: Tapered Annual Allowance  

– what you need to know

WHAT IS ‘ADJUSTED INCOME’?
This is any taxable income minus certain reliefs* (as for 

Threshold Income above).However, this time you do not deduct personal contributions to a 

pension – but you must include the following:
• Employer pension contributions (including the value of any 

contributions made via ‘Salary Sacrifice’)
• Contributions to occupational/trust-based pension schemes, 

paid through a net pay arrangement (which would otherwise 

reduce taxable income)• Pension Input Amounts for a Defined Benefit (e.g. Final Salary) 

Scheme.  Please note in this case, the cost of employee 

contributions to these schemes must be deducted.

WHAT IS THE ANNUAL ALLOWANCE?
The annual allowance is the maximum total contribution an individual can 

receive into their pensions in one year, without incurring a tax charge.

For most people, the allowance is currently £40,000. WHAT’S CHANGING?Put simply, from 6 April 2016 the annual allowance will be reduced for some 

people with higher incomes.
WHO IS NOT AFFECTED?If Threshold Income (see opposite) is £110,000 or less, these new rules 

will not apply.

SO HOW WILL IT WORK?For every £2 of Adjusted Income (see opposite) over £150,000, the 

annual allowance will be reduced by £1. 
Once Adjusted Income is over £210,000, the maximum annual allowance 

stays at £10,000 – there is no further reduction, as shown below:Adjusted Income
Annual Allowance

£150,000 or less

£40,000
£170,000

£30,000
£190,000

£20,000
£210,000 or more

£10,000

Yet more pension changes were announced in the 

July 2015 Budget.
From April 2016, a new ‘Tapered Annual Allowance’ 

will be imposed. This means there may be further 

restrictions on how much you can pay into your 

pensions.

This factsheet explains what the changes mean, how 

to work out if you’re affected, and the potential impact.

* A list of applicable reliefs can be found in section 24 of the Income Tax Act 

2007. If you are unsure whether any of these reliefs are applicable to you, 

you should consult your accountant or HMRC.

WHAT IS ‘THRESHOLD INCOME’?
This is any taxable income minus certain reliefs*.

Threshold Income includes taxable earnings from the workplace, 

such as salary, bonus payments, benefits-in-kind, and 

commission.
However, the workplace may not be your only source of income.

Threshold Income also includes:• Most rental income• Dividend payments• Interest on savings• Self-employed earnings.Please note this is not an exhaustive list.
Any personal contributions to a pension should also be deducted.

Important: Salary/Bonus Sacrifice arrangements reduce income. 

However, any contributions made via Salary/Bonus Sacrifice (or by 

flexible remuneration), must be added to Threshold Income if:

• The arrangement started, or is renewed on or after 9 July 2015 

or
• Contributions are increased on or after 9 July 2015.

EMPLOYEE FACTSHEET

Tel:  0117 314 1795Email: invest@hl.co.ukWeb: www.hl.co.uk

Hargreaves Lansdown Asset Management 

is authorised and regulated by the Financial 

Conduct Authority 

IMPORTANT INFORMATIONThis factsheet is for your information only and is not personal advice. It is based on our understanding of current and draft legislation which can change and 

is correct as at 13 August 2015. If you are in any doubt whether a particular course of action is suitable for your circumstances, you should seek financial 

advice. Tax rules can change and benefits depend on individual circumstances. The value of investments can rise and fall, so you could suffer a loss.

Download your free  
‘Tapered Annual Allowance’ 
Factsheet >>
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The standard lifetime allowance is £1.25 million in 2015/16. It will fall to £1 

million from 6 April 2016, and become index-linked (rise with CPI inflation) 

from 2018.

If you think you could be affected now or in the future, please seek personal 

financial advice. The specialists on our Pensions Helpdesk on 0117 980 

9926 can answer your questions or put you in touch with an adviser.

HOW DO I KNOW IF I AM NEAR THE LIFETIME ALLOWANCE?

You should consider the value of all your private and work pensions, 

calculated as:•  Money purchase pensions (e.g. SIPP) not yet taken = the current value.

•  Final salary pensions not in payment = 20 x the annual pension due, 

plus any additional tax-free cash.
•  Pensions taken since 5 April 2006 = the percentage of the lifetime 

allowance used up, as stated by that pension provider. This percentage 

does not change when the lifetime allowance changes (unless you hold 

primary protection – see page 2).
•  Pensions taken before 6 April 2006 = 25 x the annual pension. If you 

have taken pension benefits after 5 April 2006, use the value as at the 

date you first took benefits after 5 April 2006; for drawdown this is 25 

x the maximum income. If you have a drawdown pension set up before 

April 2006 and have not taken any further benefits you should use 20 

x maximum income if:▸  you are in capped drawdown;
▸  you converted to flexible drawdown after 5 April 2015. This is the 

maximum which would have applied when you converted;

▸  you converted to flexible drawdown before 6 April 2015 in a pension 

year which started after 26 March 2014. This is the maximum which 

would have applied when you converted.
HOW IS THE LIFETIME ALLOWANCE MEASURED?

Whenever you take benefits from a pension, you use up a percentage of 

the lifetime allowance. This is called a Benefit Crystallisation Event (BCE). 

For example, a pension fund worth £125,000 from which you take benefits 

in 2015/16 will use up 10% of the lifetime allowance.
Each time your pension is measured against the lifetime allowance you 

will receive a certificate showing the percentage of the standard lifetime 

allowance this has used (unless you have fixed or individual protection – 

see page 2). Unless you hold lifetime allowance protection, using up more 

than the standard lifetime allowance will result in a tax charge.

WHEN IS THE LIFETIME ALLOWANCE MEASURED?

•  You use your pension fund to buy an annuity, move into drawdown, 

take an uncrystallised funds pension lump sum or take tax-free cash 

before 75. The percentage is based on the value of the pension fund 

used. If you buy an annuity from drawdown, only the value above the 

amount you moved into drawdown is taken into account.

•  You start to receive tax-free cash and/or a pension from a final salary 

pension scheme before 75. The percentage is based on the annual 

pension payment and tax-free cash amount.

•  You reach 75 with pension benefits which you have not taken or which 

are in drawdown. For drawdown funds, only the value above the amount 

you moved into drawdown is taken into account. If the drawdown fund 

value at 75 is lower than the amount moved into drawdown there will 

be nothing additional to measure against the lifetime allowance.

•  You die before 75 without having taken benefits from the pension. 

The percentage is based on the value of the fund. Life cover/insurance 

written under pension rules may also be included.

•  You transfer to a Qualifying Recognised Overseas Pension Scheme 

before 75. The percentage is based on the value of the transfer.

•  You have an excessive increase on a scheme in payment, such as a final 

salary pension.•  Various one-off payments from a pension scheme may also be 

measured against the lifetime allowance.WHAT WILL MY PENSION PROVIDER NEED TO KNOW?

When you take benefits from a pension your provider will need to know 

if it will put you over the lifetime allowance and therefore typically ask:

•  Have you started to take pension benefits since 5 April 2006? If so, 

what percentage of the lifetime allowance have you already used? This 

figure is on the certificate issued when taking benefits.

•  If not, are you already receiving any pensions that started before 6 April 

2006? If so, they will ask for the latest annual income. If in drawdown, 

they will need to know the amount to take into account - see ‘How do I 

know if I am near the lifetime allowance?’ section. They may also need 

additional information.
Alternatively, they may simply ask you whether you are likely to exceed 

the lifetime allowance by taking these benefits.
WHAT HAPPENS IF I EXCEED THE LIFETIME ALLOWANCE?

Most people will never exceed their lifetime allowance. If you do, you can:

•  Take the excess as a lump sum before 75, less a 55% lifetime allowance 

charge
•  Retain the excess in the pension fund, before or after 75, less a 25% 

lifetime allowance charge
Pension income is taxable, so (for example) the combination of 40% 

income tax and a 25% lifetime allowance charge could be broadly 

equivalent to a 55% lifetime allowance charge.
LIFETIME ALLOWANCE FALL TO £1 MILLION

If you think you might be affected by the lower allowance, you can apply 

for protection against a potential lifetime allowance charge. There are two 

types (see page 2) and you will be able to apply online from July 2016. It 

will also be possible to apply in writing from April 2016 on an interim basis, 

provided you subsequently apply online. There is currently no deadline for 

applying, although if you need protection you must apply before taking 

benefits to avoid a lifetime allowance charge being deducted. 

Lifetime allowance factsheet 

 continued . . .

This fact sheet is based on our understanding of current and proposed legislation as at 3 January 2016, which is subject to change. It is a brief summary that 

cannot cover every nuance. Any tax benefits or charges will depend on your circumstances. If you are at all unsure you should seek personal advice. 

Best SIPP Provider - Hargreaves Lansdown
2007 - 2015

Download your free  
‘Lifetime Allowance’  
Factsheet >>
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WHAT IS CARRY FORWARD?
It is a rule that allows some investors to carry forward unused annual 

allowance from the previous three years and catch up on contributions 

they may have missed. You could potentially invest up to £180,000.

There are two conditions. First, in the same tax year you must have 

earned at least the amount you wish to contribute (£180,000 in the 

example above). Second, you must have been a member of a UK- 

registered pension scheme in each of the tax years from which you 

wish to carry forward, even if you did not make contributions or 

were already taking benefits.  WHO COULD POTENTIALLY BENEFIT FROM CARRYING FORWARD 

UNUSED ALLOWANCE3 People earning more than £40,000 in the 2015/16 tax year who 

wish to maximise pension contributions

3	 People with an irregular earnings pattern who want to make a 

large pension contribution in a good year

3	 Final salary pension members whose accrued benefits 

increase significantly and would otherwise incur a tax charge

3	 Those who have recently switched pensions and would 

otherwise incur a tax charge
3	 Employers wanting to make large contributions

HOW DO I WORK OUT HOW MUCH I CAN CARRY FORWARD?

Our online calculator at www.hl.co.uk/carry-forward helps you

run the calculation and takes into account the main rules and

exceptions. If in doubt, please contact us for advice. 
Below are the facts you need to consider. You have to assume an 

annual allowance of £50,000 for 2013/14 or earlier tax years, and 

£40,000 for 2014/15 and the current tax year. 
You first use up the current year’s annual allowance. You then jump 

back three years and work progressively forwards. As an example:

AACF 07.15.2

This is calculated by adding up the remaining annual 

allowance from 2012/13 through to 2015/16. 

CARRY FORWARD: WHAT YOU NEED TO KNOW

In this example carry forward allows for a contribution of £120,000 

without exceeding the annual allowance in 2015/16.  The investor 

would still need £120,000 of earnings in the 2015/16 tax year for this 

personal contribution to be permitted. 

CARRY FORWARD FROM 2015/16 TAX YEARIn future years, the amount 
you can carry forward from 

the 2015/16 tax year will be 
£40,000 minus the value 

of contributions made from 
9 July 2015 to 5 April 2016. If 

contributions registered from 
5 April 2015 to 8 July 2015 

exceeded £40,000, the excess 
will also reduce the amount 

you can carry forward.
OTHER IMPORTANT POINTS 

TO CONSIDER• You must have been a member of a UK-registered pension 

scheme at some point in each of the tax years from which you 

wish to carry forward.  No contributions need to have been 

paid in those years.  Years in which you were taking a pension 

income also count.• You cannot carry forward from a tax year before 6 April 2015 in 

which you either started flexible drawdown or had previously 

started flexible drawdown.  
• You can only use unused annual allowance once. 

• If total contributions exceeded £50,000 in 2012/13 or 2013/14 or 

£40,000 in 2014/15, you cannot carry forward any allowance 

from that year.  The excess will also use up unused annual allowance from an 

earlier year.  This can mean you may have to look back more 

than three years to work out how much of your allowance has 

been used. E.g. if you have exceeded £50,000 in 2012/13, this 

might be supported by unused allowance from as early as 

2009/10, leaving unused allowance from 2010/11 and 2011/12 still 

available to carry forward to 2013/14.

• If a 2011/12 pension input period started before 14 October 2010 

the annual allowance for 2011/12 could be higher than £50,000, 

without using up unused annual allowance from earlier years.

 • If you are subject to the money purchase annual allowance (see 

overleaf) you will not be able to use carry forward to increase this.

You do not need to notify HM Revenue & Customs if you use carry 

forward to eliminate an annual allowance tax charge.  We suggest 

you keep a copy of your calculations in case they are required.IMPORTANT INFORMATIONThis factsheet is for information purposes only and is not personal advice. 

It is based on our current understanding of legislation and HMRC guidance 

which can change. It is correct as at 15 July 2015. If you are in any doubt 

whether a particular course of action is suitable for your circumstances, 

you should seek financial advice.

Hargreaves Lansdown Asset Management Ltd,  

One College Square South, Anchor Road, Bristol, BS1 5HL.

Authorised and regulated by the Financial Conduct Authority  

Enquiries: 0117 980 9926   www.hl.co.uk

 
 

 
2012/13 2013/14 2014/15 2015/16

Annual allowance  
£50,000 £50,000 £40,000 £40,000

less
Total contributions  

£20,000 £30,000 £10,000 £0

equals
Annual allowance remaining £30,000 £20,000 £30,000 £40,000

Total amount available using carry forward   
                    £120,000

Download your free  
‘Annual Allowance & Carry 
Forward’ Factsheet >>

http://www.hl.co.uk/__data/assets/pdf_file/0004/9626980/New-rules-Tapered-Annual-Allowance-EE-Factsheet-0815.pdf
http://www.hl.co.uk/__data/assets/pdf_file/0008/6118766/Lifetime-Allowance-Factsheet.pdf
http://www.corporate-vantage.co.uk/__data/assets/pdf_file/0005/5844632/Annual-Allowance-and-Carry-Forward-Factsheet.pdf

