
The following content has been designed and relies upon the detailed explanation provided by the presenter at 

the time of the seminar and should be considered in conjunction with this and not in isolation.

All copyright or other intellectual property rights in the material constituting this presentation which has been 

provided by Wealth at Work Limited remains the property of the Wealth at Work group of companies. 

The content of this presentation is provided for illustrative purposes only and is not intended to be used for 

individual investment or financial planning and does not constitute financial advice. 

Whilst every effort is made to ensure the accuracy of information contained in the presentation it cannot be 

guaranteed. In particular the rules relating to tax can frequently change. Wealth at Work Limited will not be 

held liable for any inaccuracies in this presentation due to a change in law after the date of delivery of this 

presentation.

Any references to tax or the operation of tax or tax reliefs are illustrative only and the tax treatment in respect 

of any individual depends upon the circumstances of each individual. 

It is important to recognise that the value of investments related to the stock market (and any resulting benefits 

such as interest or dividends), can rise or fall and an investor may not get back the amount invested. Past 

performance data used is for illustrative purposes only and is not necessarily a guide to future performance.

WEALTH at work and my wealth are trading names of Wealth at Work Limited which is authorised and regulated by the Financial 

Conduct Authority and part of the Wealth at Work group. Registered in England and Wales No. 05225819. Registered Office: Third 

floor, 5 St Paul’s Square, Liverpool L3 9SJ. Telephone calls may be recorded and monitored for training and record-keeping purposes.

education caveat.



welcome to:

annual allowance and 

lifetime allowance.



about us.

We are a leading financial wellbeing and retirement specialist - helping those in 

the workplace to improve their financial future.

Established in 2005, we work with hundreds of organisations across both the 

private and public sector.

Our financial education services are delivered on a bespoke basis.



agenda.

Pension savings and tax relief

The annual allowance

Variations to the annual allowance

Taking action

Next steps
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pension savings & tax 

relief.



Employer and employees 

contribute (tax free*)
Any investment 

growth is tax-free

You can access your 

pension from age 55**

Receive up to 25% 

tax free

Receive a taxable lump sum or generate 

a taxable income with remaining pot

*subject to HMRC limits **The minimum age for accessing your pension is expected to increase to age 57 from 6 April 

2028.  Pension savings in certain schemes may be protected from this change.

defined contribution (DC) schemes.



salary sacrifice.

* Tax relief on pension contributions is limited to the greater of 100% of relevant earnings and £3,600. 

Calculate Income Tax & NI

Pre 

sacrifice 

salary

Pension contribution

Post

sacrifce

salary

Net 

Salary

Higher-rate

Taxpayers

up to 42%*

Additional rate

Taxpayers

up to 47%*

Saving made up of:

• 45% income tax, &

• 2% NI

Saving made up of:

• 40% income tax, &

• 2% NI

You save:



defined contribution income options.

Draw regular 

income

Cash lump 

sums
Annuity

You may need to transfer your benefits to an alternative 

arrangement to access your chosen income route

DC retirement 

savings



Contributions are paid via Salary Sacrifice

Pension Contribution Structure

Haleon’s core 

contribution

Employee 

contribution 

Your matching 

contribution

Haleon’s matching 

contribution

Total 

7% 2% 0% 0% 9%

7% 2% 1% 1% 11%

7% 2% 2% 2% 13%

7% 2% 3% 3% 15%

   

Haleon Pension Plan.



pension tax-relief limits. 

Personal Contribution

“Golden Rule”
Annual Allowance (AA) 

Tax relief on personal contributions 

is restricted to the higher of: 

£3,600

or

100% of your relevant UK earnings

A limit on overall pension input in 

any tax year

The standard AA is £60,000

How pension input is calculated 

depends on the type of pension 

scheme



why these limits are important.

01 Pension savings can be a significant part of your 

remuneration

02
Maximise the tax relief opportunity

03
Identify if you are likely to exceed the limits



pension tax limits.
It’s your responsibility to keep 

track of your pension tax limits

Your pension plan can’t 

manage these tax limits 

on your behalf

Any tax charge is a 

personal tax liability

You are required to inform HMRC 

if you exceed these limits



the retirement tax-free cash limit.

* Your tax-free cash can be higher if your pension has scheme specific tax-free cash protection or you hold valid HMRC lifetime 

allowance protection 

Before 6 April 2023, the maximum total tax-free cash you 

could receive was linked to the lifetime allowance (LTA)

From 6 April 2023, the lifetime allowance will no longer apply

The maximum tax-free cash is limited to 25% of the pension 

value, subject to a total cap of £268,275

The cap of £268,275 will be frozen 

Those individuals who already have a protected right to take 

higher tax-free cash will continue to be able to do so*

LTA

MAX



WARNING!

WARNING - transferring out of a defined benefit 

(DB) scheme could damage your wealth!

£30,000

Regulated advice must be 

received before transferring 

benefits over £30,000

RISK

Certainty is replaced with risk

IRREVERSIBLE

A transfer is usually 

irreversible

COST

The cost of advice must be 

disclosed at the outset

FCA

FCA require adviser firms to start 

from the position that a transfer 

will not be suitable

ADVANTANGES & DISADVANTAGES

You should consider the advantages 

and disadvantages of a transfer before 

deciding whether or not to take advice

transferring from DB to DC.



the annual allowance.



Applies to the combined value of all contributions in a tax year

DB schemes – a formula is used and this figure is usually 

provided by the scheme administrator

If you exceed your available AA you will have to pay a tax charge

How it’s measured:

the annual allowance (AA).

A £60,000 annual allowance usually applies but is reduced in certain circumstances 

DC schemes – the value of contributions paid in the tax year



An AA charge is only applied to pension input in excess of your annual allowance

The charge is determined by your tax band

*The Personal Allowance gradually reduces to zero for those earning between £100,000 and £125,140

the annual allowance tax charge.

£12,570*

personal allowance
0%

£50,270

basic rate
20%

40% tax payer

Taxable Income

45%
additional ratehigher rate

40%

£125,140

The tax charge is normally equivalent to the tax relief benefitted within the 

scheme

Pension input above the AA



variations to the annual 

allowance.



carry forward.
Must normally earn more 

than £60,000 a year

You are limited by your 

earnings

Then any unused AA from the 

earliest year 

You must use the AA in the current  

tax year first

You must have been 

a member of a UK 

registered pension

Carry forward 

unused annual 

allowance from up 

to the 3 previous 

tax years  

1

2

34
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2023/24

£60,000
2020/21

£40,000

£22,000

£18,000

£22,000

£18,000

2021/22

£40,000

£22,000

£18,000

an example of carry forward.

Assumptions: (1) the scheme’s PIP has been aligned with the tax year for the past 3 years, (2) salary has not changed for 

the last 4 years & (3) pension contributions of £22,000 per year have been made for the previous 3 years

£12,000

carry forward

2022/23

£40,000

£72,000
(exceeding AA 

by £12,000)

£0

£6,000

contributions

unused AA

contributions

unused AA

contributions

unused AA

contributions

Tax relief is only available on contributions up to 100% of earnings



£200,000 

or less

You will normally be 

subject to the tapered 

AA of £10,000

a lower annual allowance (AA).
If your total taxable income for the current tax year is: 

£200,001 to 

£359,999

£360,000 

or more

You will normally be 

subject to the standard  

AA of £60,000

You may be subject to a 

tapered AA – you’ll need 

to calculate your AA

Carry forward may be available from the 3 previous tax years



Dividends

Benefits in kind

Pension income

Interest on savings

Rental income

Salary & bonuses
(total salary before deducting any 

salary sacrifice contributions)

Step 1 – calculating your ‘Threshold Income’

Begin by calculating your total taxable income…

the tapered annual allowance.



applying the taper.
For every £2 that an individual’s adjusted income exceeds £260,000, the annual 

allowance is reduced by £1 up to a maximum reduction of £50,000.

£-

£10,000

£20,000

£30,000

£40,000

£50,000

£60,000

£260,000Adjusted Income

£60,000

Annual Allowance

£10,000
Annual Allowance

£360,000
Adjusted Income

Adjusted Income



money purchase annual allowance.

MPAA
key 

facts

Limits DC pension contributions 

in a tax year to £10,000

Does not apply to 

DB accrual

Carry forward is not available 

when the MPAA applies

Limits pension contributions for every 

future eligible tax year (until age 75)

There are various events 

which trigger the money 

purchase annual allowance



the MPAA trigger events.

When it will apply When it won’t apply

Receiving a lump sum of taxable & 

tax-free money

Drawing any amount of taxable 

money from drawdown 

Receiving only tax-free cash 

from drawdown 

Buying a lifetime annuity

Known as an UFPLS or uncrystallised 

funds pension lump sum



taking action.



the capped section.
A ‘Capped Section’ of the LifeSight Pension Plan is available to those impacted by 

the AA taper.

Automatically 

in the Capped 

Section 

Grade 0 to 3

Grades 0 – 3 are 

automatically in the 

Capped Section

Now 

removed

The option to opt out 

completely and receive 

a cash allowance has 

been removed

Cash 

Allowance

Evidence 

required

Other grades

Other grades can join the 

Capped Section

Evidence of being subject to 

the AA taper is required



how the capped section works.
The Capped Section limits the default contribution to your pension to £10,000.pa

The total contribution to your pension plan is 25% of the £40,000 capped salary

(£2,000 member contribution PLUS £2,000 matching and £6,000 core)

03

• Haleon pays 5% (£2,000pa) 

matching contribution 

• And 15% (£6,000pa) core 

contribution

02

The member makes 

compulsory pension 

contributions of 5% 

(£2,000pa)

01

A capped salary of 

£40,000 is applied



£10,000 is paid into your pension each year and you will also receive an 

‘Alternative Pension Allowance’. 

how the capped section works.

The Alternative Pension Allowance is equivalent to 15% 

of the portion of your base salary that exceeds £40,000
01

This allowance is a monthly cash payment that 

is subject to tax and NI

02

Bonus Sacrifice is available if you would like 

to make use of unused AA

03

You can also make one off AVC Contributions in 

February/March each year

04

Alternative 

Pension 

Allowance



It is your responsibility to notify HM Revenue & Customs of the breach of the 

AA via your self assessment.

paying the AA tax charge.



paying the AA tax charge.

Additional Information pages



taking action.

Work out whether the tapered annual allowance will apply to you

Check whether you expect to exceed your annual allowance

Look at ways of making use of any available annual allowance carry forward

Consider other savings vehicles (e.g. ISAs)

Speak to your partner about whether they are making use of their annual allowance





further information.

Further information on the 

annual allowance:

www.gov.uk/tax-on-your-private-

pension/annual-allowance

To obtain a State Pension 

statement:

www.gov.uk/state-pension-statement

For information and guidance on 

financial matters:

www.moneyhelper.org.uk 

Further information on the 

lifetime allowance:

www.gov.uk/tax-on-your-private-

pension/lifetime-allowance



seeking advice.

An adviser will assess your circumstances, objectives and risk profile and 

provide you with a personal recommendation to meet your objectives.

All regulated firms are listed on the Financial Services Register.  This provides 

confirmation that the firm is authorised, the specific services they are 

authorised to provide and details of the advisers who work for them.  

Financial Services Register link:

https://register.fca.org.uk



We provide a telephone helpline and a regulated investment advice service 

through my wealth - a trading name of Wealth at Work Limited which is a 

member of the Wealth at Work group of companies.  

It helps individuals to understand their personal financial situation especially 

when selecting their retirement income options.

Telephone 0800 028 3200

contact us.



http://www.wealthatwork.co.uk/mywealth
http://www.wealthatwork.co.uk/mywealth


the tapered annual allowance.

Calculate your 

‘Threshold 

Income’

1

If it’s more than 

£200,000 proceed 

to step 2 

2

Calculate your 

‘Adjusted 

Income’

If it’s more than 

£260,000 proceed 

to step 3 

3

Calculate your 

‘Tapered 

Annual 

Allowance’

If it’s £200,000 or 

less your AA is likely 

to be £60,000

If it’s £260,000 or 

less your AA is likely 

to be £60,000



You may have a reduced annual allowance if your total taxable income 

exceeds £200,000

Calculating the tapered annual allowance is a 3-step process:

Step 1

Step 2

Step 3

Calculate your Threshold Income (tested against a £200,000 limit) 

Calculate your Adjusted Income (tested against a £260,000 limit) 

Apply a reduction to the £60,000 annual allowance

the tapered annual allowance.

(Threshold Income was previously £110,000)

(Adjusted Income was previously £150,000)



Dividends

Benefits in kind

Pension income

Interest on savings

Rental income

Salary & bonuses
(total salary before deducting any 

salary sacrifice contributions)

Step 1 – calculating your ‘Threshold Income’

Begin by calculating your total taxable income…

the tapered annual allowance.



the tapered annual allowance.

For some this will be the 

‘Threshold Income’

Deductions you may need to make 

if they apply to you:

✓ salary sacrifice arrangements 

set up before 8 July 2015 

The value of….

✓ net pay pension contributions

✓ relief at source pension 

contributions

Step 1 – calculating your ‘Threshold Income’

Begin by calculating your total taxable income…



the tapered annual allowance.

Pre 8 July 2015 salary sacrifice members …

• Salary = £250,000

• As this exceeds £200,000 we move to 

Step 2

• Threshold Income = £250,000 - £12,500

• No other income or deductions

• Of which £12,500 (5% of £250k) is sacrificed into the 

Haleon Pension Plan

Step 1 – calculating your ‘Threshold Income’

Begin by calculating your total taxable income…



£260,000

the tapered annual allowance.
Step 2 – calculating your ‘Adjusted Income’

• Add Haleon matching and core pension 

contributions

• 20% of £250,000 = £50,000

• £250,000 + £50,000 = £300,000

Example Continued…



applying the taper.
Step 3 – calculating your ‘Annual Allowance’

£-

£10,000

£20,000

£30,000

£40,000

£50,000

£60,000
£60,000

Annual Allowance

£10,000
Annual Allowance

Adjusted Income

Our example

£40,000 / 2 = £20,000

£60,000 - £20,000 

= £40,000

£300,000 - £260,000 = 

£40,000
adjusted income less start of taper 

reducing AA by £1 for every £2 

adjusted income exceeds £260,000



http://www.wealthatwork.co.uk/mywealth
http://www.wealthatwork.co.uk/mywealth
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