Important Information

The information in this presentation is based on our understanding of current taxation, legislation and
HM Revenue & Customs practice all of which are liable to change without notice. The impact of any

taxation (and any tax reliefs) depends on individual circumstances. Full terms and conditions are available
on request.

Past performance is not a reliable indicator of future performance. The value of an investment can go
down as well as up and your client may get back less than they’ve paid in.

No reproduction, copy, transmission or amendment of this presentation may be made without written
permission from Prudential.

“Prudential” is a trading name of Prudential Distribution Limited. Prudential Distribution Limited is

registered in Scotland. Registered Office at Craigforth, Stirling FK9 4UE. Registered number SC212640.
Authorised and regulated by the Financial Conduct Authority.

M&G plc is a company incorporated and with its principal place of business in England, and its affiliated companies constitute a leading savings and investments business.
M&G plc is the direct parent company of The Prudential Assurance Company Limited. The Prudential Assurance Company Limited is not affiliated in any manner with Prudential
Financial, Inc, a company whose principal place of business is in the United States of America or Prudential plc, an international group incorporated in the United Kingdom
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Learning Objectives

By the end of this seminar you will be able to;




Pension Tax Limits

Tax relief

Annual
Allowance

Pension system

Lifetime Allowance

7
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Tax Relief

Personal contributions
= 100% of relevant earnings or £3,600 if higher

Third party contributions
= 100% of relevant earnings or £3,600 if higher

Employer contributions
= \Wholly & Exclusively rules



So what income is relevant?




Tax Relief

Tax relief Employer Contributions

Individual Contributions « NOT linked to Salary
Tax Years  Employer may get corporation tax relief

100% of relevant earnings « Tax Relief granted in period of account the
or £3,600 if higher payment is made.




Wholly and Exclusively

Will tax relief be granted for an employer contribution?

......... the same rules apply as for any other expense ....... In particular, any contribution must be
paid wholly and exclusively for the purposes of the trade for it to be deductible (ICTA88/S74 (1)
(a) for corporation tax and ITTOIA05/S34 for income tax)..........

..... it IS Important to emphasise that as part of the cost of employing staff pension, contributions
will, prima facie, be allowable........ ,

............ Whether there was a non-trade purpose for the payment will depend upon the facts of
the individual case. ................

.......... One situation ........ Is where the level of the remuneration package is excessive for the
value of the work undertaken ..........

.............. accept that the contributions are paid wholly & exclusively .... where the remuneration
package paid in respect of a director of a close company, or an employee who is a close relative or
friend of the director or proprietor (where the business is unincorporated) is comparable with that
paid to unconnected employees performing duties of similar value

Answer - Probably! Sort it out with the accountant.



One before the other
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Annual Allowance

The three options






Calculating Pension Input
Amounts




Money Purchase Inputs

Your Third
Your
R ‘ Employer ‘ Party
Contributions

Contributions Contributions




DB Inputs

Value* at

end of year

mm—

start of year (CPI)

N —

—

Value* at x Inflation

x 16

*Value = pension accrued
plus

one times cash by addition




Money Purchase Annual
Allowance



The money purchase annual
allowance

Introduced Tax years Reduced
from 2015/16 & from
2016/17 2017/18



Flexibly accessing benefits - overseas




What does NOT trigger MPAA
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MPAA Limits

PIP Tri ' PIP
start gge end

*

AA = £36,000 plus carry forward  AA = £4,000 NO carry forward




Carry Forward Provisions



Carry Forward

What's it for = Mitigate Annual Allowance charges
Eligibility mm From 18t tax year joined a scheme
— No earnings or contributions needed
Who benefits . Anyone whose inputs exceed their annual allowance
Using carry B Up to 3 yrs unused allowance can be carried forward to current tax year
forward .

No need to make a claim




How much AA In 2022/2

£26,000
£14,000

£25,000 | £29,000 | £72,000

-£32,000 | £40,000

Pension Inputs

I
Ponsionimputs | £26000
unsed  feson
Usedinz0z122_ J #1000
Unused for2022725 | 0 —

£15,000

£15,000
£0

Unused £11,000

Used in 2021/22
Unused for 2022/23

£14,000 £3,000

£3,000

-£32,000
£0

£3,000
£48,000




Exceeding the allowance

_a—
CHARGEABLE AMOUNT
A £10,000

£30,000

£20,000 £20,000



The tax charge

Chargeable
amount




The benefits of joining a pension plan
early

Annual Allowance available
£250,000

£200,000
£150,000

£100,000

£40,000

2022/23 2023/24 2024/25 VAVASTVAS)

£50,000

£0



The benefits of joining a pension plan
early

Annual Allowance available

£250,000 0
e
Fe0000 £155,000
£150,000
£115,000
£100,000 £75 OOO
£40,000
£50.000 £35,000 .
0 .

2022/23 2023/24 2024/25 PAVASTVAS



Tapered Annual Allowance



Threshold Income & Adjusted Income

[ Total Income ] [ Total Income ]
[ [

[ Allowable reliefs ] [ Allowable reliefs ]
] +

[ Personal Pension Contributions ] [ “Paid Gross" pension contributions (individual) ]

[ Employment Income given up > 9 July 2015 ] [ Employer Pension Contributions ]
—_— —_—

[ Taxable lump sum death benefits ] [ Taxable lump sum death benefits ]




What's included in

P, Bond Gains
Total Income: (FULL AMOUNT)

Buy To Let
(Taxable Amount)




So what do we use?




So what do we use?




So what do we use?




What figure do you use for
employer contributions?



Money Purchase Inputs

Your

Employer

Third
ntributio

Contributions




DB Inputs

Value* at

end of year

mm—

Value* at

start of year

N —

Inflation
(CPI)

16

*Value = pension accrued

plus

one times cash by addition

L
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The Easy Way

Tapered Annual Allowance Calculator 2022/23 Tax Year

Instructions:
Input relevant figures in white boxes. Tapered Allowance will be calculated where relevant.
For income definitions see Pensions Tax Manual - PTM057100

Adjusted Threshold

Income Income

Total Income £0.00 £0.00 £0.00
(please remember to deduct net pay contributions from this figure) - -
Allowable Reliefs £0.00 £0.00 £0.00

+
Net Pay Contributions £0.00 £0.00
(including any s226 contributions) -
Relief at Source contributions (Gross) £0.00

+
Value of employer pension contributions
Employer Penson Contributions to Money Purchase £0.00 £0.00

+
Total DB Pension Input Amount for year £0.00 £0.00
Total gross employee contribution to DB scheme(s) included above £0.00

+

Employment Income given up post 09/07/15 £0.00 £0.00
.g. Salary Sacrifice - Remember to add the new employer contribution above - -
Taxable Lump Sum Death Benefits (Gross Value) £0.00 £0.00 £0.00
Totals £0.00 £0.00
Limit breached? No No

Is the Taper Triggered? No
Annual Allowance for 2022/23 £40,000




Planning



Case study: Peter

‘ “Salary” £260,000

Personal net pay
contributions £5,000

Employer Contributions
£10,000

£10,000 of AA Left

Employer makes extra
payment of £10,000

‘ (Uses all available AA?)



It depends on how you |

Tapered Annual Allowance Calculator 2022/23 Tax Year

Instructions:
Input relevant figures in white boxes. Tapered Allowance will be calculated where relevant.
For income definitions see Pensions Tax Manual - PTM057100

Adjusted Threshold
Income Income

Total Income £255,000.00 £255,000.00 £255,000.00
(please remember to deduct net pay contributions from this figure) = _

Tota | I n p uts Allowable Reliefs £0. £0.00 £0.00

¥
Net Pay Contributions £5,000.00 £5,000.00
7 (including any 5226 contributions) -
Relief at Source contributions (Gross) £0.00

£0.00

Value of employer pension contributions

Employer Penson Contributions to Money Purchase £20,000.00 £20,000.00
+
Total DB Pension Input Amount for year £0.00 £0.00

MM E XC e S S Total gross employee contribution to DB scheme(s) included above £0.00 £0.00
£0 :

Employment Income given up post 09/07/15 £0.00
e.g. Salary Sacrifice - Remember to add the new employer contribution above - -

Taxable Lump Sum Death Benefits (Gross Value) £0.00 £0.00 £0.00
Totals £280,000.00 £255,000.00
Limit breached? Yes Yes

Is the Taper Triggered? Yes

Annual Allowance for 2022/23 £20,000

ated the remainin or the member be

Total Inputs
£25,000

AA Excess
£5,000



Case Study: Peter

‘ “Salary” £260,000
Personal net pay
contributions £5,000
Employer Contributions
£10,000

£10,000 of AA Left

Has £45,000 carry
forward

£55,000 of RAS payment
made gross (£44,000 net)

(Uses all available AA?)




It depends on how you do it!

Tapered Annual Allowance Calculator 2022/23 Tax Year

Had £45k carry forward

Instru

Input relevant figures in white boxes. Tapered Allowance will be calculated where relevant.
For income definitions see Pensions Tax Manual - PTM057100

Adjusted Threshold
Income Income

Total Income £255,000.00 £255,000.00 £255,000.00 I\/I a ke S £5 5 k RAS con t r| b u t | on

(please remember to deduct net pay contributions from this figure) =

Allowable Reliefs £0.00 £0.00 £0.00

+
Net Pay Contributions £5,000.00 £5,000.00
{including any 5226 contributions) -
Relief at Source contributions (Gross) £55,000.00 £55,000.00

+
Value of employer pension contributions
Employer Penson Contributions to Meney Purchase £10,000.00 £10,000.00

+
Total DB Pension Input Amount for year £0.00 £0.00 Th reS hO|d | ncom e nOW EZOO k
Total gross employee contribution to DB scheme(s) included above £0.00 £0.00

+

Employment Income given up post 08/07/15 £0.00 £0.00
e.g. Salary Sacrifice - Remember to add the new employer contribution above - - N O Ta p e r o E 1 5 |< e X‘t ra AA
Taxable Lump Sum Death Benefits (Gross Value) £0.00 £0.00
Totals £270,000.00 £200,000.00
Limit breached? o £15k extra can be employee

Is the Taper Triggered? No

Annual Allowance for 2022/23 £40,000 Or employer, thiS Won’t affect
threshold.

Reset

ce if the empl
member, the contrib




Annual Allowance Calculator
built by M&G

Tax Year 2022/23

‘What tax year did i
(if a member prior to 2008/09 tax year select 2008/09).

ividual first join a pension? tions for use
p1: Input tax year first joined a pension scheme.

Step2: Calculate tapered AA if applicable using grey button on right hand side.
Step3: Input existing pension input amounts in white boxes. Inputs are required until there is 3 clear years with no AA excess
Total inputs for PIPs ending in Tax Year:
2008/09 [§3
2009/10
2010/11
2011/12
Inputs priorto 14/10/2010 [ MM  Straddling PIPs - if total inputs are less than or equal to £50,000 then put all in as post 14/10/2010.
Inputs on or after 14/10/2010 3 - If total inputs are over £50,000 then you need to enter the pre and post 14/10/10 split of inputs.
2012/13 -
2013/14
2014715
2015/16
Inputs priorto 09/07/15
Inputs on or after 09/07/15 -
2016/17
2017/18

Existing Inputs

2008/09 to 2010/11 - Inputs are capped at £50,000 for Carry Forward calculations

Tapered Annual Allowance Details

Reset
‘Summary

2018/19
2019/20
2020/21 -
2021/22 B

2022/23

Input the taper figures here if
known - or select relevant tab(s)
to calculate.

Summary Information for 2022/23

Existing Inputs

Annual Allowance £0
Total Inputs £0
Unused allowance from this year £40,000|

Carry Forward available fro

2019/20 £40,000 £0
2020/21 £40,000
2021/22 £40,000 £120,000,
£0
Chargeable Amount £0

This calculator is designed to give a general demonstration of how a client's pension contributions can determine any unused Annual Allowance; the client may be able to 'carry forward' unused allowance fromthe last three years to incre:
their limit for the current tax year. The Annual Allowance caleulator takes in the details of the client’ /ious ected contributions to their pension arrangements. It then works out if the client could be subject to an Annual
charge; the amount of unused Annual Allowance including any carry forward opportunities.

It does not take into account all the possible individual circumstances that may impact on the tax position of the investment. It should not be taken as offering advice or any recommendation.

The default values presented on the tool, do not suggest any recommendation from M&G. The information in this modeller is based on our understanding as at March 2022 of current taxation, legislation and HM Revenue & Customs practice
all of which is subject to change without notice

Tapered Annual Allowance Calculator 2022/23 Tax Year

Instructions:
Input relevant figures in white boxes. Tapered Allowance will be calculated where relevant.
For income definitions see Pensions Tax Manual - PTM057100

Adjusted Threshold
Income Income

Total Income £0.00 £0.00

(please remember to deduct net pay contributions from this figure) - -

Allowable Reliefs £0.00 £0.00
+
Net Pay Contributions £0.00 £0.00
(including any 226 contributions) =
Relief at Source contributions (Gross) £0.00 £0.00
+
Value of pension ibu ti
Employer Penson Contributions to Money Purchase £0.00 £0.00
+
Total DB Pension Input Amount for year £0.00
Total gross employee contribution to DB scheme(s) included above £0.00 £0.00
+
Employment Income given up post 09/07/15 £0.00 £0.00
e.g. Salary Sacrifice - Remember to add the new employer contribution above = =
Taxable Lump Sum Death Benefits (Gross Value) £0.00 £0.00 £0.00
Totals £0.00 £0.00
Limit breached? No No
Is the Taper Triggered? No
Annual Allowance for 2022/23 £40,000

rning, ou h
re that any further




So do you just stop at the AA?

£100k
S al ary

0 Employee 6% Employee 6%
Employer 6% Employer 12%
Pension
£6,000 £18,000
Fund
Pension Fund less
£7,200 £10,800
40% AA Charge
Net cost
40% taxpayer — Scheme Pays
Pension taken in
£9,180
Basic Rate (25% PCLS)




So do you just stop at the AA?

£100k
S al ary

0 Employee 6% Employee 6%

Pension

£6,000 £18,000
Fund

Net cost

£6,000 £6,000
40% taxpayer — Member Pays
Pension taken in
Basic Rate (25% PCLS)




So do you just stop at the AA?

DB 10%

£60K /601y, cont

Salaf)’

Pension _

60,000/60 =£1,000 Deduction (20:1)
Accrued
Pension after
AA used £16,000
AA charge

AA charge 40% £6,400 £6,000 — 40% = £3,600

£6,400/20 = £320

£1,000-£320 = £680

Net cost
£10,000

Member Pays



Learning Objectives - recap

By the end of this seminar you will be able to;




| | M&G wealth

M&G plc is a company incorporated and with its principal place of business in England, and its affiliated companies constitute a leading savings and investments
business.
M&G plc is the direct parent company of The Prudential Assurance Company Limited. The Prudential Assurance Company Limited is not affiliated in any manner with
Prudential Financial, Inc, a company whose principal place of business is in the United States of America or Prudential plc, an international group incorporated in the
United Kingdom
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