
A Golden Age?
Pension Tax Planning 2023/24 and beyond

The information that follows is based on our understanding of current taxation, legislation and HM 

Revenue & Customs practice all of which are liable to change without notice.

This is just for UK advisers – it’s not for use with clients



This content 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. 

Where content includes case studies or examples these are for illustration purposes and are not 

recommending a specific course of action.

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 our written 

permission. 



Learning Objectives

Describe the tax 
benefits of employer 
pension contributions 

for SME business 
owners

By the end of this session, you will be able to: 

Evaluate the impact on 
your client's retirement 

planning of the 
pensions Lifetime 

Allowance changes 
arising from Finance  

(no 2) Act 2023

Describe the operation 
of individual tax relief 

and identify those who 
can get higher than 
marginal rate relief





Corporation Tax Increase

All main allowances frozen

1.25% increase to Dividend Tax Rate

Additional Rate band reduction

Dividend Allowance reducing

Capital Gains Tax Exemption reducing

Tax traps unchanged

National Insurance alignment with Income Tax

Health and Care levy removed

Lifetime Allowance “abolished”

Annual Allowance increased

Money Purchase Annual Allowance Increased

Tapered Annual Allowance Increased

Trust taxation simplified

Estate Savings Income Improved

It’s all Positive!



3.2 million new taxpayers

2.6 million new higher rate taxpayers

232,000 new additional rate taxpayers

c1.5m to 3m new dividend taxpayers

260,000 new Capital Gains Taxpayers

Ever increasing IHT receipts

30% of companies will pay increased corporation tax



“Wrappers”

PENSION ISAOEIC ONSHORE

BOND
OFFSHORE

BOND



Tax Landscape

Extracting Profits

HNW Pensions



Brain Teaser

Bert and Ernie both pay £10,000 into their pensions.

Bert’s contribution gets full higher rate relief.

Ernie’s contribution gets full additional rate relief.

Bert and Ernie’s effective rate of relief is the same.

Why? 



One before the other

Ability

to 

Contribute £ ?
Annual 

Allowance



Tax Relief v Annual Allowance

Individual / 3rd party Contributions

Tax Years

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

Pension Input Amounts

Pension Input Periods

Various limits!

Tax relief

Annual allowance



Annual Allowance(s)



Annual Allowances

Standard AA

Was 

£40,000

Now 

£60,000

Money 

Purchase AA

Was £4,000

Now 

£10,000

Tapered AA

Minimum 

was

£4,000

Now 

£10,000

Tapered AA

Adjusted 

Income was  

£240,000

Now 

£260,000



Tapered annual allowance

£4,000

£14,000

£24,000

£34,000

£44,000

£54,000
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Tax Relief



UK income tax computation
1. Total Income

2. Deduct Allowable Reliefs

3. Deduct personal 
allowances

4. Apply appropriate tax rates 
to income components

5. Sum tax 

6. Deduct tax reducers 

7. Add tax additions

Net Pay / Salary Sacrifice

RAS - Tax band extensions

Tax Liability

Relief on Making a Claim

Net Income

Taxable Income

Adjusted



How pension tax relief works

Relief at Source Net Pay basisTax bands

Pension 

Contribution

Pension

Higher Rate

Basic Rate

Allowance 

(No Tax)

Additional Rate

Higher Rate

Basic Rate

Allowance 

(No Tax)

Additional Rate

Higher Rate

Basic Rate

Allowance 

(No Tax)

Additional Rate

Higher Rate

Basic Rate

Allowance 

(No Tax)

Additional Rate

“
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“Step 2.5” Adjusted Net Income

Adjusted Net Income

Net Income

Less Relief at Source

Less Gift Aid Payments

Add Tax relief for certain union payments 

Add Tax relief for certain police payments 

Adjusted Net Income



UK Income Tax Landscape

Income: 8.75% / 20%

Gains: 10%

Income: 33.75%/40%

Gains: 20%

Income: 39.35%/45%

Gains: 20%
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The full amount of bond gains and interest and dividends are included at Step 1 of the UK income tax computation.

Personal Savings Allowance 

£1,000
Personal Savings Allowance £500
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The order of income

Redundancy

Onshore bond gain

Dividend income

Offshore bond gain

Savings interest

Rental Income

Salary / Pension

Salary / Pension

Rental Income

Savings interest

Offshore bond gain

Dividend income

Onshore bond gain

Redundancy



Tax Relief – Effective rates

0%
20%

40%
60%

80%
100%

Basic rate tax

Higher rate - CGT

Higher rate income

Higher rate dividends

Additional rate income

Additional rate dividends

Child benefit - 1 child - income

Child benefit - 1 child - dividends

Child benefit - 2 child - income

High earner trap - income

High earner trap - dividends

Child benefit - 2 child - dividends

Child benefit - 3 child - income

Child benefit - 3 child - dividends

Child benefit - 4 child - income

Child benefit - 4 child - dividends

Bond gains

20%

30%

40%

45%

45%

50%

52%

56%

60%

60%

62%

65%

68%

73%

76%

81%

100%



What matters?  

How much 
will it cost?

How much 
will I get 

back? 

How long 
do I need 
to wait for 

it?







Relevant Planning

Relevant 
Earnings

Spiked? Trapped? Retiring?



Tax Landscape

Extracting Profits

HNW Pensions



A foot in both camps

Employer Employee / 
Shareholder

CORPORATION TAX

E’ER

NI

INCOME TAX

E’EE

NI



Spot the difference

No-one, ever, probably 

“…..my business is my pension….”

Lots of people, definitely

“….my retirement is sorted out, I heard about this unlisted company no-one 

has heard of and bought up the shares with my SIPP, it’ll definitely do well 

enough to cover my retirement and it’s not too risky…..”



Corporation Tax changes

“Small Profits”

(19%)

“Large profits”

(25%)

Standard

Fraction 

3/200 

£50,000

£250,000

1 April 2023

10%

20%

70%



Calculating corporation tax

Profit £130,000

Corp Tax 25% £32,500

Marginal relief £250,000

£130,000

3/200 £120,000 £1,800

Tax due £30,700

Effective Rate 23.62%



Tax Relief

20%

45%

40%

£50,270

£150,000

19%

25%

26.5%

£50,000

£250,000

Employee Employer

Basic rate

Higher rate

Additional rate

Small rate

Marginal rate

Large rate



Effective rates
Profit 19% 26.5% Total Tax Effective Rate

£10,000 £10,000 19% £1,900 £1,900 19.00%

£20,000 £20,000 19% £3,800 £3,800 19.00%

£30,000 £30,000 19% £5,700 £5,700 19.00%

£40,000 £40,000 19% £7,600 £7,600 19.00%

£50,000 £50,000 19% £9,500 £9,500 19.00%

£60,000 £50,000 19% £9,500 £10,000 26.5% £2,650 £12,150 20.25%

£70,000 £50,000 19% £9,500 £20,000 26.5% £5,300 £14,800 21.14%

£80,000 £50,000 19% £9,500 £30,000 26.5% £7,950 £17,450 21.81%

£90,000 £50,000 19% £9,500 £40,000 26.5% £10,600 £20,100 22.33%

£100,000 £50,000 19% £9,500 £50,000 26.5% £13,250 £22,750 22.75%

£110,000 £50,000 19% £9,500 £60,000 26.5% £15,900 £25,400 23.09%

£120,000 £50,000 19% £9,500 £70,000 26.5% £18,550 £28,050 23.38%

£130,000 £50,000 19% £9,500 £80,000 26.5% £21,200 £30,700 23.62%

£140,000 £50,000 19% £9,500 £90,000 26.5% £23,850 £33,350 23.82%

£150,000 £50,000 19% £9,500 £100,000 26.5% £26,500 £36,000 24.00%

£160,000 £50,000 19% £9,500 £110,000 26.5% £29,150 £38,650 24.16%

£170,000 £50,000 19% £9,500 £120,000 26.5% £31,800 £41,300 24.29%

£180,000 £50,000 19% £9,500 £130,000 26.5% £34,450 £43,950 24.42%

£190,000 £50,000 19% £9,500 £140,000 26.5% £37,100 £46,600 24.53%

£200,000 £50,000 19% £9,500 £150,000 26.5% £39,750 £49,250 24.63%

£210,000 £50,000 19% £9,500 £160,000 26.5% £42,400 £51,900 24.71%

£220,000 £50,000 19% £9,500 £170,000 26.5% £45,050 £54,550 24.80%

£230,000 £50,000 19% £9,500 £180,000 26.5% £47,700 £57,200 24.87%

£240,000 £50,000 19% £9,500 £190,000 26.5% £50,350 £59,850 24.94%

£250,000 £50,000 19% £9,500 £200,000 26.5% £53,000 £62,500 25.00%



Effective rates
Profit 19% 26.5% Total Tax Effective Rate

£10,000 £10,000 19% £1,900 £1,900 19.00%

£20,000 £20,000 19% £3,800 £3,800 19.00%

£30,000 £30,000 19% £5,700 £5,700 19.00%

£40,000 £40,000 19% £7,600 £7,600 19.00%

£50,000 £50,000 19% £9,500 £9,500 19.00%

£60,000 £50,000 19% £9,500 £10,000 26.5% £2,650 £12,150 20.25%

£70,000 £50,000 19% £9,500 £20,000 26.5% £5,300 £14,800 21.14%

£80,000 £50,000 19% £9,500 £30,000 26.5% £7,950 £17,450 21.81%

£90,000 £50,000 19% £9,500 £40,000 26.5% £10,600 £20,100 22.33%

£100,000 £50,000 19% £9,500 £50,000 26.5% £13,250 £22,750 22.75%

£110,000 £50,000 19% £9,500 £60,000 26.5% £15,900 £25,400 23.09%

£120,000 £50,000 19% £9,500 £70,000 26.5% £18,550 £28,050 23.38%

£130,000 £50,000 19% £9,500 £80,000 26.5% £21,200 £30,700 23.62%

£140,000 £50,000 19% £9,500 £90,000 26.5% £23,850 £33,350 23.82%

£150,000 £50,000 19% £9,500 £100,000 26.5% £26,500 £36,000 24.00%

£160,000 £50,000 19% £9,500 £110,000 26.5% £29,150 £38,650 24.16%

£170,000 £50,000 19% £9,500 £120,000 26.5% £31,800 £41,300 24.29%

£180,000 £50,000 19% £9,500 £130,000 26.5% £34,450 £43,950 24.42%

£190,000 £50,000 19% £9,500 £140,000 26.5% £37,100 £46,600 24.53%

£200,000 £50,000 19% £9,500 £150,000 26.5% £39,750 £49,250 24.63%

£210,000 £50,000 19% £9,500 £160,000 26.5% £42,400 £51,900 24.71%

£220,000 £50,000 19% £9,500 £170,000 26.5% £45,050 £54,550 24.80%

£230,000 £50,000 19% £9,500 £180,000 26.5% £47,700 £57,200 24.87%

£240,000 £50,000 19% £9,500 £190,000 26.5% £50,350 £59,850 24.94%

£250,000 £50,000 19% £9,500 £200,000 26.5% £53,000 £62,500 25.00%

Profit 19% 26.5% Total Tax Effective Rate

£130,000 £50,000 19% £9,500 £80,000 26.5% £21,200 £30,700 23.62%



Employer tax relief

Profit £130,000

Corp Tax 25% £32,500

Marginal relief £250,000

£130,000

3/200 £120,000 £1,800

Tax due £30,700

Effective Rate 23.62%

£120,000

25% £30,000

£250,000

£120,000

£130,000 £1,950

Tax due £28,050

Effective Rate 23.38%

£30,700 – £28,050 = £2,650 / £10,000 = 26.5%



The “years”

1/4/22 1/4/241/4/23Financial Year Financial Year Financial Yearl Year

31/12/2331/12/22

1/1/22 1/1/23 1/1/24

31/12/23

Accounting period Accounting period Accounting period

EV
EN

T

24/25 financial year
- All at 19 – 25% (26.5%)

EV
EN

T

23/24 financial year
- 3/12ths at 19%
- 9/12ths at 19–25% (26.5%?)



Here’s somethings about … 

• Early 40s, married to Ted, who is self employed

• She’s the main breadwinner

• 1 young child, 5 years

• IT contractor, through limited company

• Contracts expected to be around £180,000 p.a. as 
she is back contracting full time

• She is a paid up member of an old GPP she had 
when she was employed but hasn’t made 
payments for several years. Mary



£180,000 - Decisions, decisions…

SALARY

£12,570

£126,459

DIVIDENDS 

£0

PENSION 

£0

CO BANK AC HMRC, 

£80,573

Personal Bank, 

£99,427

CO BANK AC 

SALARY

£12,570

£25,581

DIVIDENDS 

£135,369

PENSION 

£0

HMRC, 

£8,630

Personal 

Bank, 

£36,000

Pension, 

£135,369

• No pension provision

• Tax inefficient extraction – high tax (c45%)

• Significant cash for living expenses. 

• No funds retained – future dividend source 

• Additional rate tax liability

• Lost personal allowance

• Child benefit charge to pay

• Annual Allowance lost

• Pension provision made

• Reduced taxation (c5%) 

• Less cash for living expenses

• No funds retained – future dividend source 

• No additional or higher rate tax liability

• Personal allowance retained

• No Child benefit charge to pay

• Sizeable amount of Annual Allowance used



£180,000 - Decisions, decisions…

Pension 
after TFC 

& 20% tax

£115,064

Pension Pot

+ £135,369

Personal 
Bank

- £63,427

SALARY

£12,570

£126,459

DIVIDENDS 

£0

PENSION 

£0

CO BANK AC HMRC, 

£80,573

Personal Bank, 

£99,427

CO BANK AC 

SALARY

£12,570

£25,581

DIVIDENDS 

£135,369

PENSION 

£0

HMRC, 

£8,630

Personal 

Bank, 

£36,000

Pension, 

£135,369



ECPT - Mary



The challenge

Working life Retirement

Income

from your 

business

RETIREMENT PLANNING RETIREMENT INCOME

RETIREMENT PLANNING RETIREMENT OPTIONS

Income

from your 

business



SME Business Owners

Extracting Profits

HNW Pensions



Lifetime Allowance

Benefit 
Types

Benefit 
Limits

Finance Act 

2004

217 

mentions



Lifetime Allowance

2023/24 2024/25 on

Excess Charges

Lump Sum  55%

Income        25%

Marginal Rate

2006 - 2024

Lifetime 

Allowance

Marginal Rate

2022/23

“As was”



Death Benefits > LTA, <75 (incl Serious Ill Health)

Lump Sum

Income*

2022/23 2023/24

LTA charge Income Tax 

55% N/A

25% Tax Free

LTA charge Income Tax 

0% Marginal Rate

0% Tax Free

*DB income benefits - remain LTA free with taxed income



PTM088500

“Where more than one relevant post-death BCE is paid following 
the death of an individual, whether from the same or different 
schemes, any lifetime allowance charge liability arising following 
the payment or designation or entitlement to any of those benefits 
is apportioned equitably between the (potentially) different 
recipients of those benefits.”



Death “admin”

Scheme
Personal

reps
HMRC Beneficiaries



PCLS

Lower of: 

25% of your 

“fund value”

25% of your 

remaining 

LTA

Applicable Amount Available Portion



PCLS example

Gill has no protection and has used of £573,100 of her LTA taking 

benefits from a DB scheme with no TFC.

She’s got £600,000 of benefits to take i.e. she has £100,000 over 

the LTA. 

Gill has had no TFC to date and her maximum will be £125,000.

Her Pension Commencement Lump Sum is the lower of:

25% x £600,000 = £150,000, 

or

25% x (£1,073,100 - £573,100) £500,000 = £125,000



Enhanced/Fixed Protections

15 March 2023 5 April 2023

Applied before and received

Contribute after

Applied After and received

Contribute after

Enhanced with 

stated % locked in

Can’t be lost

Can be lost



Is PCLS that big a deal?

Under “LTA” Over “LTA”

RIPCost after 

Tax Relief 

Net Benefit 
(after PCLS)

Basic Rate £80 £85

Higher Rate £60 £70

Additional Rate £55 £66.25

Cost after 

Tax Relief 

Net Benefit 
(no PCLS)

Basic Rate £80 £80

Higher Rate £60 £60

Additional Rate £55 £55



Factors

STOPPED

Protection

Projecting over LTA

PAYING

Targeting LTA

Accepting LTA charges

FUNDING

Already used

Projecting over

Projecting under

LIFETIME ALLOWANCE

LIFETIME 

ALLOWANCE
FUNDING Fully Unvested

Fully vested

Mixed

CURRENT POSITION

CURRENT 

POSITION



Actions

Pay a contribution 

where you have 

protection

Deliberately fund 

beyond LTA

Designate excess 

to drawdown 

whilst LTA tax is 

0%

Retrospective loss of 

protection?

Reintroduce protection 

loss and retain protected 

LTA?

Net benefit expected 

potentially reduced.

New protection 

preserving benefit?

Take excess as 

lump sum at 

marginal rate

Leave as is?

Retrospectively assess at 

55%?

Leave as is, testing at 

next BCE/Age 75?

Retrospectively assess at 

25%?



Opportunity knocks?

Increased 
Annual 

Allowances

No Lifetime 
Allowance

A

D

V

I

C

E

Increased Tax More taxpayers

A

D

V

I

C

E



Learning Objectives

Describe the tax 
benefits of employer 
pension contributions 

for SME business 
owners

By the end of this session, you will be able to: 

Evaluate the impact on 
your client's retirement 

planning of the 
pensions Lifetime 

Allowance changes 
arising from Finance    

(no 2) Act 2023

Describe the operation 
of individual tax relief 

and identify those who 
can get higher than 
marginal rate relief



Support 

Tools & 

Calculators

Articles Ask the Techs
Usual  Contact

LinkedIn
My View

Videos



Thanks for your time
Get in touch with your usual contact if you need further help.



M&G Wealth is a trademarked brand of the M&G plc group, which includes 3 business divisions as follows:

M&G Wealth Advice, provided by M&G Wealth Advice Limited, registered number: 08022795. Model Portfolio Services, provided by M&G Wealth Investments LLP, 

registered number: 0C305442. M&G Wealth Platform, provided by Investment Funds Direct Limited, registered number: 11444019. Each legal entity is registered in 

England and Wales and has its registered address at 10 Fenchurch Avenue, London EC3M 5AG. Each legal entity is also a subsidiary of M&G plc and is authorised and 

regulated by the Financial Conduct Authority.

M&G plc, incorporated and registered in England and Wales. Registered office: 10 Fenchurch Avenue, London EC3M 5AG. Registered number: 11444019. M&G plc is a 

holding company, some of whose subsidiaries are authorised and regulated, as applicable, by the Prudential Regulation Authority and the Financial Conduct 
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