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Building a
bigger pension
Could you benefit from the reintroduction
of the Carry Forward rules?
From 6 April 2011 the annual allowance for pension contributions reduced from
£255,000 to £50,000. While this restricts the levels of contributions you can make
without attracting an Annual Allowance charge, on the plus side the Government has
brought back the Carry Forward rules.

Increasing pension contributions
The principle of Carry Forward allows you to increase pension contributions by using
unused annual allowances from the previous three tax years. The facility therefore
enables contributions in excess of the £50,000 annual allowance still to be possible.
The Carry Forward facility applies on a rolling three-year basis, so for 2011/12 the three
previous tax years will be 2008/09, 2009/10 and 2010/11 – with any unused allowances
from the earliest year being used up first. So, for example, if you made no contributions
to a pension in the 2008/09, 2009/10 and 2010/11 tax years, you could contribute up to
£200,000 in the 2011/12 tax year.

Calculation of contribution allowances
Even though tax years 2008/09 to 2010/11 inclusive are before the rule changes, the
calculation of contribution allowances is based on the new rules, so:
n

the annual allowance is £50,000

n

 ny defined benefit pension plans and cash balance accruals are based on a factor of
a
16 instead of 10, with some inflation proofing

n

in a year when retirement benefits are taken, any pension contributions made will be
assessed against the annual allowance

Qualifying contributions
To qualify, you can Carry Forward any unused annual allowances from a tax year in
which you are a member of, or join, a registered pension scheme. You do not need to
have a Pension Input Period (PIP) ending in that tax year, or have to contribute to the
pension scheme in each tax year. Only unused annual allowances from PIPs ending in the
previous three tax years can be carried forward.

Annual allowance
The annual allowance that applies to pension contributions is based upon the tax year in
which the PIP ends. Each arrangement in a scheme can have its own PIP; however, the
scheme may set the PIP dates or the member can nominate them.
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Where the PIP dates are not nominated by the client, the PIP runs from the first contribution
date to the end of the tax year in which it started – for example, if the first contribution was
made on 7 May 2011, then the first PIP runs from 7 May 2011 to 5 April 2012.
Subsequent PIPs will end on the day before the anniversary of the end of the last PIP.
Where it is possible to nominate a different end date for a PIP, you need to notify the
scheme administrator in advance. Subsequent PIPs will end on the day before the
anniversary of the end of the last PIP.

Extra opportunities
Adjusting the PIP dates within the rules can provide extra Carry Forward opportunities.
You could amend the PIP dates provided that:
n

the first PIP can end in the same tax year that it started

n

t he first PIP must end prior to the anniversary of payment and can be in the same tax
year that it started

n

t he second and subsequent PIPs must end in the tax year after the tax year the
previous PIP ended

there can be only one PIP ending in each tax year

As part of our service we also take the time to understand our
client’s unique retirement planning needs and circumstances,
so that we can provide them with the most suitable solutions
in the most cost-effective way. If you would like to discuss the
range of retirement services we offer, please contact us for
further information.

A pension is a long-term investment. The fund value may fluctuate and can go down as
well as up. You may not get back your original investment. Past performance is not an
indication of future performance. Tax benefits may vary as a result of statutory change and
their value will depend on individual circumstances. This is for your general information
and use only and is not intended to address your particular requirements. It should not be
relied upon in it’s entirety and shall not be deemed to be, or constitute, advice. Although
endeavours have been made to provide accurate and timely information, Goldmine Media
cannot guarantee that such information is accurate as of the date it is received or that it
will continue to be accurate in the future. No individual or company should act upon such
information without receiving appropriate professional advice after a thorough examination
of their particular situation. We cannot accept responsibility for any loss as a result of
acts or omissions taken in respect of any articles. Thresholds, percentage rates and tax
legislation may change in subsequent Finance Acts.
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