
Pension Planning at 
Tax Year End



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

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

Explain the operation of 
pension tax relief

Identify clients who could 
have improved outcomes 

through using pension 
contributions

Describe the interaction of 
annual allowance with 

pension tax relief



Pension Tax Relief Matters



One before the other

Tax Relief Annual 
Allowance



Tax Relief Eligibility

Relevant UK Individual Relevant UK Earnings
Under the age of 75 

(for personal tax relief)



Tax Relief Limits

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 No link to earnings!

Relevant UK Individual Relevant UK Earnings



Pension tax relief

Additional Rate

Relief at Source Net Pay basis

Pension 
Contribution Higher Rate

Basic Rate

Additional Rate

Higher Rate

Basic Rate

Personal
Allowance 

Additional Rate

Higher Rate

Basic Rate

Personal
Allowance 

Additional Rate

Pension



Annual Allowance Matters



AA Limits

Standard AA

£60,000

MPAA

£10,000

Tapered AA

£10,000 - 
£60,000



Carry Forward



Carry Forward

What’s it for Mitigate Annual Allowance charges

Eligibility
From 1st tax year joined a scheme

No earnings or contributions needed

Who benefits Anyone whose inputs exceed their annual allowance

Using carry 

forward

Up to 3 yrs unused allowance can be carried forward to current tax year 

No need to make a claim 

Does NOT apply to MPAA



£68,000

How much AA in 2024/25

Unused

Pension Inputs

£15,000 £11,000 -£32,000

£25,000

2021/22

£49,000

2022/23

£92,000

2023/24

Don’t look back for just 3 years…

1. Go back until you’ve three excess free years

2. Uncover unused allowances

£14,000

£26,000

2020/21

£60,000

2024/25

£8,000

Used in 2023/24 £14,000

Unused for 2024/25 £0

£15,000

£0

£3,000

£8,000

-£32,000

£0



The benefits of joining a pension plan early

Annual Allowance available

£250,000

£200,000

£150,000

£100,000

£0

£50,000

2025/26 2026/27 2027/282024/25

£60,000



Annual Allowance available

The benefits of joining a pension plan early

£55,000

£115,000

£175,000

£60,000

£235,000

£175,000 

more here

£5,000 

paid here

2025/26 2026/27 2027/282024/25

£250,000

£200,000

£150,000

£100,000

£0

£50,000



Tapered Annual Allowance



Threshold Income & Adjusted Income

“Threshold income” > £110,000 2016/17 to 2019/20

Employment Income given up > 9 July 2015

Taxable lump sum death benefits

Total Income

Allowable reliefs

Personal Pension Contributions

Total Income

Allowable reliefs

“Adjusted income” > £240,000 2020/21 to 2022/23

    > £150,000 2016/17 to 2019/20

“Paid Gross” pension contributions (individual)

Employer Pension Contributions

Taxable lump sum death benefits

“Threshold income”> £200,000 from 2020/21 “Adjusted income” > £260,000  from 2023/24



What’s included in 
Total Income?

Employment Income

Self-Employed 

Income

Buy To Let

(Taxable Amount)

Pension Income

Dividends 

(including nil rate)

Bond Gains

(FULL AMOUNT)

Savings

(including nil rate) Total 

Income

Income Tax Act 2007

(Section 23)

Allowable Reliefs

(Sections 24 & 25)



The Easy Way



Exceeding the AA and Carry Forward



Annual Allowance Salary Contributions (Purple Employee, Blue
Employer)

£60,000 

£40,000 £40,000 

£30,000 

Exceeding the allowance

CHARGEABLE AMOUNT £10,000



The tax charge

Additional 

rate

Basic

Rate

Higher 

rate

Taxable

Income

Chargeable 

amount



Lifetime Allowance Protection Matters



April 5th 2025

Individual Protection 
2016

Fixed Protection 
2016

Lifetime Allowance 
Enhancement Factors



Planning Matters



Do you just stop at the AA?

Employer 6%
Employee 6%

Employer 6%

Pension

Fund

Employee 6% 

Employer 12%

Pension Fund less 

40% AA Charge

Net cost

40% taxpayer – Scheme Pays
£0 £3,600 £3,600

£3,600 £7,200 £10,800

£6,000 £12,000 £18,000

Pension taken in 

Basic Rate (25% PCLS)
£3,060 £6,120 £9,180



Do do you just stop at the AA?

AA charge 40% £6,400

AA used £16,000

Pension

Accrued
60,000/60 =£1,000 Deduction (20:1) £6,400/20 = £320

Pension after 

AA charge
£1,000-£320 = £680

Net cost £6,000 – 40% = £3,600

Net cost

Member Pays
£10,000



Case study: Peter

“Salary” £285,000

Personal net pay 
contributions £10,000

Employer Contributions 
£20,000

£7,500 of AA Left

Employer makes extra 
payment of £7,500

(Uses all available AA?)



It depends on how you do it!

Total Inputs
£30,000

AA Excess
£0

Total Inputs
£37,500

AA Excess
£3,750



Case Study: Peter 

“Salary” £285,000

Personal net pay 

contributions £10,000

Employer Contributions 

£20,000

£7,500 of AA Left

Has £67,500 carry 

forward

£75,000 of RAS payment 

made gross (£60,000 net)£

(Uses all available AA?)



Had £67.5k carry forward

£7.5k left this year

Makes £75k RAS contribution

Threshold Income now £200k

NO Taper = £22.5k extra AA

£22.5k extra can be employee 

or employer, this won’t affect 

threshold. 

It depends on how you do it!



If only there was an easy way to do this…



• Late 30s

• IT contractor, through limited company

• Contracts around £200,000 p.a.

• Married to Ted, who is self employed

• She’s the main breadwinner

• 1 young child, 5 years

• Her company has been making £5,000 p.a. 
pension contributions to her SIPP for the last 5 
years. She transferred £30,000 into her SIPP from 
an old GPP she had with a previous employer.



£200,000 - Decisions, decisions…

SALARY

£9,100

£144,062

DIVIDENDS 

£0

PENSION 

£0

CO BANK AC HMRC, 
£91,611

Personal Bank, 
£108,389

CO BANK AC 

SALARY

£9,100

£90,900

DIVIDENDS 

£72,329

PENSION 

£0

HMRC, 
£47,666

Personal 
Bank, 

£80,005

Pension, 
£72,329

• No pension provision

• Tax inefficient extraction – high tax (c46%)

• 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 (c24%) 

• Less cash for living expenses

• No funds retained – future dividend source 

• No additional rate tax liability

• Personal allowance retained

• Child benefit charge to pay

• Some Annual Allowance used



£200,000 - Decisions, decisions…

SALARY

£9,100

£144,061

DIVIDENDS 

£0

PENSION 

£0

CO BANK AC HMRC, 
£91,655

Personal Bank, 
£108,345

CO BANK AC 

SALARY

£9,100

£90,900

DIVIDENDS 

£72,329

PENSION 

£0

HMRC, 
£47,710

Personal 
Bank, 

£79,961

Pension, 
£72,329

Pension 
after TFC + 

20% tax

£61,480

Pension Pot

+ £72,329

Personal 
Bank

- £28,384



If only there was an easy way to do this…



Tax relief example

Jonny

Employed Manager

Paid a salary from his employer

Salary of £10,000 in higher rate

Janine

Company director

Draws a small salary and dividends

Dividends of £10,000 in higher rate

David



Higher Rate

Basic Rate 
Band

David’s tax relief - £10,000 contribution

Basic Rate 
Band

Salary

£10,000 in 
Higher Rate

20% Basic Rate relief at source

The difference between higher and 
basic rate tax on salary

(40% - 20% = 20%)

Tax relief = 40%



Dividends

£10,000 in 
Higher Rate

Higher Rate

Basic Rate 
Band

Janine’s tax relief - £10,000 contribution

Basic Rate 
Band

Salary

20% Basic Rate relief at source

The difference between higher and 
basic rate tax on dividends

(33.75% - 8.75% = 25%)

Tax relief = 45%



Tax Relief – Effective rates

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 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%

26%

40%

45%

45%

50%

52%

56%

60%

60%

62%

65%

68%

73%

76%

81%

100%

Basic rate relief 

plus 

33.75% - 8.75%

Assumes a relief at source pension is used.



What’s 

the 

record?





PENSIONS AND INHERITANCE TAX 

PLANNING MATTERS



Segmenting pensions

Client’s Needs

Client’s Peace of Mind

Client’s heirs

Expected to be used to meet 
retirement needs

May be required to meet 
retirement needs

Expect to be unused and will 
have IHT and / or income tax 

liability



Clients pension pot

Client’s Needs

Client’s Peace of Mind

Client’s heirs

How much tax free 
access? 

Beneficiary pots or 
member pot?

Move?



Follow £100

£100

> 75

Doubles in value in pension

£200

- IHT

£120

- No tax

£120

£200

- IHT

£120

- BRT

£96

£200

- IHT

£120

- HRT

£72

£200

- IHT

£120

- ART

£66

40% 52% 64% 67%

Can you get the pension pot to the next generation with less tax?



Follow £100

Pension

£100

> 75

£200

£200

- IHT

£120

- BRT

£96

£100

£200

Withdrawn 

tax free

If gift failed it would be 40% IHT on £100 = £40

£200

- IHT

£200

- BRT

£160

5 April 2027

£200

- BRT on 

growth

£180



Follow £100

Pension

£100

> 75

£200

£80

£160 £160

- BRT on

growth

£128

Withdrawn 

at BRT

If gift failed it would be 40% IHT on £80 = £32

£200

- IHT

£120

- BRT

£96

£200

- IHT

£200

- BRT

£160

5 April 2027



LSA/LSDBA Modeller



Pensions for the family 

The 
parent

£250 per month gift (£3,000 per year) 
using annual IHT exemption

IHT relief – 40% x £3,000 – £1,200

The 
‘child’

‘Family’ 
tax relief
1 gift = 

3 benefits

£3,000 + relief at source of £750 = £3,750 

Increased income 
£0

Increased income 
£750

20% rate taxpayer 40% rate taxpayer

IHT planning, Income Tax Reduction, Retirement Savings

65% 90%



Learning Objectives

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

Explain the operation of 
pension tax relief

Identify clients who could 
have improved outcomes 

through using pension 
contributions

Describe the interaction of 
annual allowance with 

pension tax relief





TEXT HERE.



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 Authority.
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