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magazine to someone you know, please email us with 
their details and we’ll send them a copy.

Need more information? 
Please email or contact us 
with your enquiry.

Following ‘A’ Day on 6 April 2006, new rules now 
place an overall lifetime limit on tax-advantaged 
pension funds of £1.6m (2007/08). That limit 
is to increase each year until 2010, when it will 
reach £1.8m. There is a tax charge for value 
in excess of the limit at retirement and for 
excess contributions in a year over the annual 
limit, which this year is £225,000. Transitional 

arrangements protect those who have already 
reached the ‘lifetime’ savings limit at 5 April 
2006, but protection needs to be registered by 
5 April 2009.

Levels and bases of, and reliefs from, 
taxation are subject to change.

Tax Year
  

2007/08
2008/09
2009/10
2010/11

Annual Amount
(input amount)

£225,000
£235,000
£245,000
£255,000

Tax charge 
on excess

40%
40%
40%
40%

Lifetime 
allowance

£1.6 million
£1.65 million
£1.75 million
£1.8 million

Tax charge (excess 
paid as annuity)

25% on excess value, 
then up to 40% on 
annuity

Tax charge 
(excess paid as annuity)

25% on excess value, then 
up to 40% on annuity
Tax charge (paid as lump 
sum) 55% on excess value

Do you need to register by 5 April 2009?

Lifetime 
savings limits State second 

pension (S2P)
Should you opt back in?

People who are contracted out of the state 
second pension (S2P) may benefit from 
opting back in if they are aged 44 years 
or older to avoid missing out on rebates, 

according to Legal & General. 
The S2P is an earnings-related benefit paid 

on top of the basic state pension. Anyone 
can opt out of the S2P by purchasing an 
‘Appropriate Personal Pension’ from their life 
insurance provider. Both men and women 
who opt out beyond the age of 44 years will 
find their rebate may not grow enough before 
retirement to replace the benefits they might 
have had if they stayed in the S2P.

If you are aged 44 or over, your rebate 
is less than the value of the S2P that you 
are giving up. The older you are when you 
opt out, the more dramatic the reduction 
becomes. Professional advice should be 
taken to consider contracting back.

Levels and bases of, and reliefs from, 
taxation are subject to change. 


