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Quite simply...

...the new allowances

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 financial advice professionals.




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:

Describe how to

establish the starting = : . . .
xplain how the
Lump Sum and Lump 9 |dentify the key financial

new allowances planning considerations

Sum and Death for your clients

Benefit Allowances are used up
for your clients




The new regime







The new approach

6 April 2024
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Protections / Enhancements

Pre 15/3/23
Still Exist Enhanced and

New

Fixed
Protection
cannot be lost

Deadlines
April 2025

Post April 24




Allowance Excesses

LTA TAX CHARGE

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

LSA/LSDBA EXCESS AMOUNTS



LSA & LSDBA




Post April 2024 Limits

Number Protection

Lump Sum Allowance (LSA)

Lump Sum and Death
Benefit Allowance

None

Fixed 2012
Fixed 2014
Fixed 2016

Individual 2014
Individual 2016

O 1 A WIN =

7 Enhanced

8 Primary

* increased by any relevant LAEF, where applicable

£268,275

£450,000
£375,000
£312,500

25% of relevant amount

25% of relevant amount

Dependent on circumstances

Dependent on circumstances

(LSDBA)*
£1,073,100

£1,800,000

£1,500,000

£1,250,000
£1.25m to £1.5m

£f1m to £1.26m

Amount of uncrystallised
rights held at 5 April 2024

£1,800,000
multiplied by the primary
protection factor



Individuals Starting Allowances

LSA and LSDBA

LESS

DEFAULT TRANSITIONAL
TRANSITIONAL OR TAX FREE
AMOUNT AMOUNT




Default Transitional Amount

LSDBA LSDBA

(No SIHLS) (with SIHLS)

LTA % Used LTA % Used
X X

LTA at 5™ April 24 LTA at 5™ April 24
X X
25% 100%

IF 100% LTA USED THEN ALLOWANCES ARE ZERO



Transitional Tax-free Amount

PCLS amount paid

+ LSA used
Standalone Lump Sum (tax free) n

T Serious Il Health Lump Sum
UFPLS (Non-Taxable) n

+ Lump Sum Death Benefit paid
25% x LTA used by Pre 2006 (that were LTA tested)

Pension




LTA transition examples

Example 1 Example 2
Prior £50,000 pa scheme pension £750,000 annuity purchase
Benefits no tax-free cash £250,000 tax-free cash
LTA was £1.5million (66.66% LTA) LTA was £1.8million (55.55% LTA)
66.66% x 25% x £1,073,100 = £178,832 55.55% x 25% x £1,073,100 = £149,026

Default

LSA - £89,443 LSA- £119,249

£268,275 - £0 £268,275 - £250,000

Transitional
LSA - £268,275 LSA-£18,275

“"LSA/LSDBA higher with certificate” “"LSA/LSDBA lower with certificate”



LTA transition examples

Example 3 Example 4

Prior £750,000 drawdown £804,825 drawdown
Benefits £250k tax-free cash £268,275 tax-free cash
LTA was £1million. (100% LTA) LTAwas £1.0731Tm (100% LTA)

(0) (0) —
100% x 25% x £1,073,100 = £268,275 100% X 25% x £1.073,100
Default

LSA - £0 £268,275
£268,275 - £250,000 £268,275 - £268,275
Transitional
LSA-£18,275 LSA - £0
“"LSA/LSDBA higher with certificate” “LSA the same with certificate”

“"LSDBA higher with certificate”



LTA Transitional Tax Free Amount Tool

Important information

This tool is designed to calculate the available Lump Sum Allowance and Lump Sum and Death Benefit Allowance as at 6th April 2024 for those who have crystallised
benefits against the Lifetime Allowance between 6th April 2006 and 5th April 2024.

It compares the allowances available under the standard default transitional rules and if a Transitional Tax Free Amount Certificate was attained.

The tool does not deal with those who have Primary or Enhanced Protection, have had a deemed crystallisation of a pre 2006 pension prior to 6th April 2024 or
have received a Serious lll Health Lump Sum.

The amount of tax free cash payable will be subject to individual client's circumstances and HMRC rules all of which may change.

Hesponsibility for the use of any information derived from this tool rests solely with the user.

A LTA (must be £1,073,100 to £1,800,000) £1.073,100 Permitted Maximum as at 6th Apl‘ll 2024

B LTA used 75.00% Lump Sum Allowance Value to support LSA
Standard Default F-g) £67.068.75 £268,27500

C Actual tax free amounts paid pre 6th April 2024 £168,275.00 With Transitional Tax Free Amount Certificate (F - ¢} £100,000.00 £400,000.00

D LTA previously used amount (4 x B} £804 82500 Lump Sum and Death Benefit Allowance
Standard Default (£0 where Bis 100% +, or A - E| £871893.75

E Standard Transitional deduction (D x 25%) £201,206.25 With Transitional Tax Free Amount Certificate a- ¢ £904.825.00 J_

F LSA (ax 25%) £268,275.00 Instructions for use

A - enter individuals personal LTA e.g. if no protection then £1,073,100, if FP12 then £1,800,000 etc
B - enter percentage of personal LTA used (if over 100% put 100%)
C - enter actual tax free amounts paid through PCLS or UFPLS.

See red tags for further information.



Transitional tax-free amount certificates
9 things you need to know

Individual Request Issued Complete

or PRs from any before 1st Evidence
apply Scheme RBCE

Not if
Must Member Enhanced

have LTA notifies all Protected

Lump Sum
usage m
g schemes Sl

Schemes
can cancel

to prove that the scheme member is entitled to a lower reduction in their LSA and LSDBA than that
provided for by the standard default calculation.



Ongoing allowance availability

Individuals starting LSA / LSDBA

LESS

Tax-Free Amounts paid*

* Quirky bits



CASE STUDY

Jeff applied for a transitional tax free amount certificate.
His starting limits are:

LSA of £100,000
LSDBA £904,825

He wants to withdraw a further £25,000 tax free from his
pension by placing £100,000 into drawdown.

Bob has sufficient LSA and LSDBA
to pay the £25,000.

His new limits are:

LSA of £100,000 - £25,000 = £75,000
LSDBA £904,825 - £25,000 = £879,825



Allowance usage (non standard)

Scheme Specific Protected Tax Free Cash

Al 25% 100%
| | (of TOTAL “crystalised”) | (of tax-free amount) |
Standalone Lump Sum
Primary or Enhanced Protection 100%
(of tax-free amount)

No PP/EP 25% 100%

(of TOTAL “crystalised”) (of tax-free amount)
Pre Commencement Pension LTA used /4 or 25 x ARP x 25%
Serious Il Health Lump Sum N/A 100%

(of tax-free amount)

LEGISLATION ISSUE



MEMBER BENEFITS

PCLS
UFPLS
PCELS

Income
NMPA




Small Lump Sums

Allowance

Required

Allowance
Used

Winding Up Lump Sum YES NO
Trivial Commutation Lump Sum YES NO
“Small Pots” NO NO




PC LS from 6 April 2024

Lower of

Available

Available Lump Sum &
Lump Sum Death

Allowance Benefit

Applicable
Amount

Allowance

Not 25% !
available
LSDBA




Tax Free Sums — payment rules

LSA LSDBA
Standard Required Required
Scheme Specific PTFC £1 required Not Required
Standalone Lump Sum Not Required Required

LEGISLATION ISSUE



Post April 2024 PCLS Limits

pe O1€ O APP aple A O D Allowa e a X AT/ BEE 2L
Allowance B A
None 25% of amount crystallising £268,275 £1,073,100
Fixed 2012 25% of amount crystallising £450,000 £1,800,000
Fixed 2014 25% of amount crystallising £375,000 £1,500,000
/ Fixed 2016 25% of amount crystallising £312,500 £1,250,000
Individual 2014 25% of amount crystallising 25% of relevant amount £1.25m to £1.5m
6 Individual 2016 25% of amount crystallising 25% of relevant amount £1mto £1.25m
Enhanced Amount of PCLS payable on 5 April | Amount of uncrystallised funds held

(protected cash)

Certificate % x amount crystallising

2023

at 5 April 2024

Enhanced
(no protected cash)

25% of amount crystallising

Amount of PCLS payable on 5 April
2023 (maximum £375,000)

The amount of uncrystallised rights
held at 5 April 24

Primary
(no protected cash)

25% of amount crystallising

£375,000

£1,800,000
multiplied by the primary protection
factor

Primary
(protected cash)

The amount of TFC on the certificate multiplied by 1.2

Less

In the case of PCLS where entitlement arose before 6 April 2012 the amount paid revalued by 1.8 / the standard

lifetime allowance when paid.
Less

In the case of PCLS where entitlement rose after 5 April 2012, the amount paid.

Scheme Specific

Must have £1 of LSA remaining

A-day cash amount times 1.2
Plus

(Current Fund Value - A day fund value x 0.7154) / 4




SSPTFC case study

Bob has an old OPS which is currently worth £400,000. At A day it was worth £200,000 with TFC payable
of £100,000

They have Fixed Protection 2012.

Maximum cash:

"A-day Cash” x 1.2 £100,000 x 1.2 = £120,000

Plus Plus

[“Fund Value” — (“A-day fund value”) x 0.7154] / 4 [£400,000 — (£200,000 x 0.7154] ' 4 = £64,230

PTFC £184,230

£1.073Tm / £1.5m



CASE STUDY

Bob has available:
Lump Sum Allowance of £100,000.
Lump Sum and Death Benefit Allowance of £904,825

He has ...

Scheme 1 - old EPP
Fund value £200,000
Scheme Specific PTFC of £150,000

Scheme 2 - SIPP
Uncrystallised £360,000 (£90,000 PCLS), Crystallised £200,000

What order to maximise tax free?




Case Study

Scheme 1 Scheme 2

LSA available -£100,000 LSA available - £100,000

LSA £100,000. LSA required - £1 LSA required - £90,000

LSDBA £904,825 PCLS paid - £150,000 PCLS paid - £90,000 (£360,000 x 25%)
LSA used - £50,000 (£200,000 x 25%) LSA used - £90,000

Scheme 1 —old EPP LSA remaining - £50,000 LSA remaining - £10,000

Fund value £200,000 LSDBA remaining - £754,825 LSDBA remaining - £814,825
Protected Lump Sum of £150,000

Scheme 2 Scheme 1

LSA available - £50,000 LSA available - £10,000

LSA required - £90,000 LSA required - £1

PCLS paid - £50,000 PCLS paid - £150,000

LSA used - £50,000 LSA used - £50,000 (£200,000 x 25%)
LSA remaining - £0 LSA remaining - £0

LSDBA remaining - £704,825 LSDBA remaining - £664,825

Scheme 2 - SIPP
Uncrystallised £360,000,
Crystallised £200,000

Tax-free total £200,000  Tax-free total £240,000

Standard leaving £1 > Scheme Specific > Standalone



UFPLS from 2024/25

Tax free amounts driven by the LSA and LSDBA

Maximum

25% MUST be tax free
if you have a Lifetime
Allowance Enhance
Factor

H Tax Free mTaxable



Serious lll Health Lump Sums

Under 75

Marginal Rate

Tax free

Those with Enhanced Protection get LSA set to £0 if a SIHLS is taken.



Pension Commencement Excess Lump
Sum (PCELS)

1. NEW authorised lump sum
_ 2. Must be linked to an arising entitlement to pension
Marginal rate
3. Cannot reduce linked pension

4. NOT an RBCE
Tax free

5. Cannot be paid if another type of lump sum could legally be paid.

6. For DB schemes mainly who need to pay “PCLS" above limit.



Scheme Pension/Drawdown/Annuity
6 April 2024
|

LTA tested Unlimited

Does NOT use
allowances

Impacts LSA
and LSDBA



DEATH BENEFITS

Key Points from old to new
What is tested

Taxation
Administration




Key concepts

2 YEAR

WINDOW




Death Benefits

ALL

Beneficiary

Beneficiary
Drawdown

Lump Sums

(some exemptions)

Annuity

TESTED NOT TESTED NOT TESTED



Income Death Benefits

Post /b, or

ore 75 > Benefits In

Payment at

2Yrs April 2024

Taxed

Tax Free Taxed No Change



Key Change pre 75, < 2yrs

6 April 2024

CRYSTALLISED
LUMP SUMS

CRYSTALLISED
LUMP SUMS

HONY]
April 24
TESTED




LSDBA
3 things NOT tested

Trivial Previously

Eom (I:_ga[;'éy LTA tested
LSDB pots

All other Lump Sum Death Benefits ARE tested
INCLUDING

Lump Sums from Beneficiary Drawdown pots




Death “admin”

Personal

Scheme Beneficiaries

reps

Pay Notity Contact Pay
Gross HMRC Beneficiary Tax



PLANNING THOUGHTS

Death Benefits
Post April 2024
Funding
Factfind




Freedom Friendly Pension Schemes

Lump Sum Death Benefits > LSDBA

Date of Death > Age 75

Make sure DC pots have beneficiary drawdown available



Things to think about from 6™ April

Transitional Tax-Free Amount Certificates (TTFAC)
Check before RBCE advice

Tax-free lump sum amount > 25%

Order of Benefits

Transfer to QROPS

More tax free?

Pensions in payment on 5 April 2006
Test ASAP if escalating income



Not meeting
protected
allowances
(Fixed
Protection)

Pension Funding

New or
Increased
tax-free lump
sum amounts

Fund beyond
Lump Sum
Allowance




|Is PCLS that big a deal?

LSA available No LSA available

Cost after  Net Benefit
Tax Relief (no PCLS)

Cost after  Net Benefit

Tax Relief (after PCLS)

Basic Rate Basic Rete
Higher Rate £60 £70 Higher Rate £60

Additional Rate £66.25 Additional Rate £55 £55




Factfinding questions...

The amount and type of all the pension benefits you have taken so far and the dates you took them?
The amount and type of pension benefits you have still to take?
What pensions death benefits will be payable when you die from all your schemes?

Did you have any protections or enhancements under the old LTA regime?

Assess

|dentify :
against

allowances .
client

available objectives




QUESTION
TIME




Learning Objectives

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

Describe how to

establish the starting = : . . .
xplain how the
Lump Sum and Lump 9 |dentify the key financial

new allowances planning considerations

Sum and Death for you clients

Benefit Allowances are used up
for your clients.




M&G Wealth Products Funds & Solutions Tech Matters Wealth Platform Support

Adviser

Award winning technical support for Financial Professionals

Tech Matters

What are you looking for today? Search

& Online Services ~ &b

Imvestment & Taxation IHT & Estate Planning Tools and Calculators

News & Views

Our Technical team in the Press =

Last Updated: 6 Apr 24| Z min read

Pension savings statements (PSS) -

Last Updated: 6 Mar 24| 20 min read
Spring Budget 2024 -

Seeall =&

Les recommends

LTA Transitional Tax Free Amount Tool =

6 Apr 24| 10 min read

Transitional Tax Free Amount Certificates (TTFAC) =
& Apr 24| 36 min read

UK investment bonds: taxation facts =

6 Apr 24| T min watch

ISA allowances =

Next event

18 Apr 24 | 4 min read

Quite simply — the new pension allowances -»

On-demand events

Last Updated: 27 Mar 24| &0 min read

Paraplanners Assembly 2024: What do paraplanners
need to know following the Budget? -

7 Mar 24 | 90 min watch



m Q Search for posts in this group

Les Cameron Manager

Joined group: Feb 2023

Pending posts

Requests to Join

Recent

i M&G Wealth - Tech Matters

Manage group

1, |

Home

My Network

M&G Wealth - Tech Matters

i Private Listed

View activity

= ®

lobs Messaging

MNotificatic

Ol el 0
e



Thanks for your time

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




[ | M&G wealth

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
Authority.
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