
Every year the government gives back billions 
to investors (£35 billion at the last count). 
 All UK residents under age 75 could 
claim their share.
 We are referring to tax relief on pension 
contributions – no other investment grants 
the same benefits. 
 The exact value of tax benefits depends 
on your circumstances and tax rules can 
change. 

1. Up to 45% tax relief on the way in – The 
higher your rate of tax, the greater the 
benefit a pension affords. For instance, if 
you pay tax at 45%, you could receive up 
to 45% tax relief. 

2. Tax savings as the money grows – In a 
pension your money can grow free of UK 
Capital Gains Tax and further UK Income Tax. 

3.  Tax-free cash on the way out – From 
age 55, you can usually take up to 25% 
as a tax-free lump sum. Any further  
withdrawals are subject to income tax.

How to claim your sHare – act today
It takes just minutes to make a contribution 

to the Vantage SIPP (Self Invested Personal 
Pension). A SIPP is for people comfortable 
making their own investment decisions. 
You are in control, can invest almost 
anywhere and benefit from low costs and 
award-winning service. Remember, the 
value of investments can go down as well as 
up so you may get back less than you invest. 
Find out more at www.hl.co.uk/sipp.
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This guide is for investors who prefer to make their own investment decisions, without financial advice, and benefit from the best range of initial savings of 
any UK broker. If you are happy to do this and manage your own pension the Vantage SIPP could be for you. If you do not need the flexibility of a SIPP, you 
might consider a stakeholder pension. If you have access to an employer’s pension scheme you should always consider that first. Investments fall in value 
as well as rise so you could get back less than you invest. Neither capital nor income is guaranteed. Please read the Important Investment Notes on page 2.

iNside 

One College Square South,
Anchor Road, Bristol, BS1 5HL
www.hl.co.uk



How pension tax relief works
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cHildreN aNd NoN-taXPayers: 
0% tax = 20% relief
maXimum coNtributioN: 
£3,600 per tax year

“Every year I pay £2,880 into my 
wife’s and my grand-daughter’s 
SIPPs. £720 tax relief is added 
automatically to each, and they don’t 
even pay tax” 
rupert, 57, business owner

HiGHer-rate taXPayers: 
40% tax = up to 40% relief
maXimum coNtributioN:
up to as much as you earn but see 
right for other factors to consider

“This year I’m contributing £20,000 to 
my SIPP. It’s great to know that’s only 
going to cost me £12,000 with higher-
rate tax relief” 
emma, 43, accountant

maXimum coNtributioN: 
up to as much as you earn but see 
right for other factors to consider

“I use my full allowance of £40,000. 
With tax relief it effectively costs me 
a little over half of that. I’m looking to 
contribute more using carry forward”
stephen, 51, it director

toP-rate taXPayers: 
45% tax = up to 45% tax relief

basic-rate taXPayers: 
20% tax = 20% relief
maXimum coNtributioN: 
up to as much as you earn but see 
right for other factors to consider

“Retirement is a long way away, but 
every year I try to pay in at least 
£4,000. £1,000 tax relief is then 
automatically added” 
charles, 28, trainee lawyer

UK investors under age 75 can benefit from up to 
45% pension tax relief this tax year. 
 The higher your rate of tax, the more tax relief 
you could receive. Even non earners, including 
children, and those with earned income under 
£3,600 can benefit, but can only contribute up to 
£3,600 this tax year.

●  Basic-rate tax relief of 20% is added automat-
ically. For instance, you contribute £8,000 to 
your pension and the government adds £2,000, 
to make a total investment of £10,000.

● Higher-rate taxpayers can claim back up 
to a further 20% through their tax return –  
another £2,000 in this example. So the cost of a 

£10,000 contribution is as little as £6,000.
● Top-rate taxpayers can claim back up to a  

further 25% through their tax return – another 
£2,500 in this example. So the cost of a £10,000  
contribution is as little as £5,500.

The examples below should make it easy for you to 
identify yourself.

Please remember pensions are long-term 
investments to fund your retirement; you cannot 
normally access your money before 55. When you 
do, up to 25% can normally be taken as tax-free 
cash. Further withdrawals are subject to income 
tax.
  Most people can contribute as much as they 
earn to pensions. Currently a £40,000 annual limit 
and a £1.25 million lifetime allowance also apply. 
These limits can be affected by other factors.
  This newsletter is not personal advice. If you 
are unsure about the suitability of an investment, 
contact our Financial Practitioners for advice. 

Whilst the tax benefits we refer to are those that 
currently apply, they can change over time and their 
value will depend on your circumstances.
  Before you decide to transfer a pension please 
ensure you understand how the transfer will be 
made. Unless otherwise agreed the transfer will 
be made as cash. Remember you will be out of 
the market while the transfer takes place. This 
may work in your favour if the market falls, but 
if it rises you will not benefit from any growth 
while you hold cash. Please be aware that some 
pension companies levy exit fees or a Market 
Value Reduction (MVR). You should also check you 

will not lose a valuable guaranteed annuity rate, 
guaranteed investment return or any other benefit. 
Please contact us if unsure.
  This newsletter is based on our understanding 
of the current legislation which is subject to change 
(1 April 2014).
   
This promotion is issued by Hargreaves Lansdown Asset 
Management Limited. Authorised and Regulated by the Financial 
Conduct Authority (FCA register number 115248, see www.fsa.
gov.uk/register for registration). None of these articles may 
be reproduced without permission.  Android is a trademark of 
Google Inc. iPhone is a trademark of Apple Inc. 

To claim back higher/top rate 
tax relief just add your pension 

contribution to your tax return or 
call your local tax office.
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How much can I contribute?

To help you calculate how much you could carry forward, we have built a free 
online calculator – visit www.hl.co.uk/carry-forward. If you prefer, you can 
speak to one of our carry forward specialists on 0117 314 1799.
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UK-resident non-taxpayers, such as children and non-earning spouses, can 
receive 20% tax relief even if they do not pay tax. The maximum they can 
contribute each year is £3,600 gross – a payment of £2,880 to which the 
taxman adds £720. 

Some higher earners could contribute up to £190,000 and receive up to £85,500 
tax relief, by ‘carrying forward’ unused allowance from previous years.

to be able to use carry forward, you must have:
>  Contributed less than £50,000 in any of the last three tax years;
>  Had a pension in each of the years from which you are carrying forward;
> Earnings of at least the amount you are contributing. For instance, to 

make a contribution of £190,000 now, you must have earnings of at 
least £190,000 in the 2014/15 tax year.

Below is an example of how to calculate how much you could carry forward. 

the general rule is each tax year you can contribute to all your pensions as much as you earn and receive tax relief. 

For example, if you earn £35,000 a year, you should be able to contribute £35,000 gross. you make a payment of £28,000, 
to which the taxman adds basic-rate tax relief – £7,000 in this example. the tables on page 2 show typical contributions and 
available relief for different tax bands. 

this covers most people. However, there may be other factors you need to consider, especially if you can identify with any 
of these five scenarios. 

When you contribute to the Vantage SIPP, your contributions count 
towards the annual allowance of the year in which they were made. 
For instance, a contribution you make in May 2014 counts towards the 
2014/15 tax year. This is not necessarily the case for other pensions. A 
contribution could count towards a different tax year. This means you 
could unknowingly go over the annual allowance. You need to check your 
‘Pension Input Period’ with your provider. 

i’m a non-taxpayer you can contribute up to 
£3,600 gross and receive 
up to £720 tax relief

i want to contribute 
more than £40,000

you can contribute up to £190,000 
and get up to £85,500 tax relief 
if you can use carry forward

i want to contribute 
more than i earn your employer could

 contribute on your behalf

In theory, your employer could contribute more than you earn (subject 
to the £40,000 annual allowance). Employer contributions are normally 
treated as an allowable business expense. However, HMRC could question 
it, if the total salary and benefit package is excessive for the work 
undertaken. For more information on employer contributions, please call us 
on 0117 980 9926 or email SIPP@hl.co.uk.

my employer and i have 
contributed more than £40,000 
across two tax years to pensions 
other than the Vantage siPP you need to check with 

your pension provider

The benefits you are building up each year are assigned a monetary value.

This value counts towards the annual allowance and could therefore 
restrict what you can contribute to another pension. You need to contact 
your pension administrator and ask for this value, including against which 
year’s annual allowance it counts.

you need to check with 
your pension provider

i am a member of a 
defined benefit pension you need to check the value 

of these benefits
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If unsure how much you can or should contribute, visit www.hl.co.uk for useful tools

Useful online tools

taX relieF calculator »
see how much tax relief you could receive

How to start or top up a Vantage siPP

The Vantage SIPP is for people happy to make their own investment 
decisions, without advice. To apply, please read the Terms & Conditions 
and Key Features (including the Contribution Checklist and Important 
Investment Notes) first. Please remember, investments can fall as well as 
rise in value, so you could get back less than you invest. Once in a pension, 
you cannot normally access your money until you are at least age 55. 

• by cheque, by post – Download an application 
form at www.hl.co.uk/SIPP, complete it and 
return it with a cheque payable to HL SIPP/your 
initials and surname. Ensure you read the above 
documents. 

• by debit card online – Visit www.hl.co.uk/SIPP 
and apply online. It takes less than five minutes. 
If you already have a Vantage SIPP, log in to 
your account first. Ensure you read the above 
documents. 

• by debit card over the phone – Call 0117 980 
9897. If you are starting a Vantage SIPP, please 
ensure you have your National Insurance Number 
at hand.  Ensure you read the above documents. 

PeNsioN calculator »
see how much you should contribute to help build the 
retirement income you want

aNNual allowaNce aNd carry 
Forward calculator »
see the maximum you can contribute this tax year

https://www.hl.co.uk/pensions/interactive-calculators/pension-calculator
http://www.hl.co.uk/pensions/interactive-calculators/tax-relief-calculator
http://www.hl.co.uk/pensions/interactive-calculators/carry-forward-annual-allowance-calculator
http://www.hl.co.uk/pensions/sipp
http://www.hl.co.uk/__data/assets/pdf_file/0015/37122/Online-Ts-and-Cs.pdf
http://www.hl.co.uk/__data/assets/pdf_file/0009/4974210/SIPP-key-features.pdf

