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About this presentation

The content in this presentation is provided solely
for information purposes and is not to be relied
upon by any person or entity as accounting, tax,
regulatory, investment or other professional advice.
If you require any further information or
explanations, or specific advice, please contact us
and we will be happy to discuss matters further,
although please note we do not provide
investment advice.

You should seek professional advice before
undertaking any opportunities identified in this
presentation. That includes taking investment
advice where appropriate.
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Lifetime allowance (LTA) abolished with effect from 6 April 2024.
HMRC worked with industry experts via LTA working group.

Legislative changes made via the Finance Act 2024 and the Pensions (Abolition of Lifetime Allowance Charge,
etc.) Regulations 2024.

Guidance and further updates made via numerous HMRC pension schemes, newsletters and associated FAQs
with updates also made to the Pension Tax Manual and other gov.uk pages.

Certain areas still not legislated correctly as current legislation contains omissions or unintended consequences.

A further set of regulations to be effective from 6 April 2024 is yet to be published by HMRC (at time of writing)
so certain members may need to delay payments until legislation is certain.

Risk of further changes to rules and new legislation following a change in government.
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Lifetime Allowance (LTA) abolition'— newsrulesH

» Lump sum and death benefit allowance (LSDBA): replaces the LTA and remains at the current level of £1,073,100
(unless protection held).

» Lump sum allowance (LSA): maximum cumulative tax-free lump sum an individual can receive, being £268,275
(i.e., 25% of £1,073,100, unless protection held).

» Pension commencement excess lump sum (PCELS): i.e., if conditions are met, a PCELS can be paid; this would be
subject to UK income tax.

» If an individual has already used some of their LTA prior to 6 April 2024 and is now due to receive a tax-free
amount through a relevant benefit crystallisation event occurring after 5 April 2024, a default transitional
calculation will apply to determine how much of the new allowances a member has remaining.

» The default calculation will take 25% of the LTA previously used and deduct this amount from the new lump sum
allowances.

» The default calculation can be replaced if members apply for a transitional tax-free amount certificate (TTFAC) —
calculations necessary to determine whether beneficial or not (may not be obvious).
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Previous valid LTA protections and enhancements will increase the value of LSA and LSDBA and impact on the
application of the transitional rules.

Fixed protection 2016 has an application deadline of 5 April 2025.

Protections applied for before 15 March 2013 now normally cannot be lost — a change to previous rules.
LSDBA/LSA based on previously protected LTA amount.

LSDBA with enhanced protection equivalent to uncrystallised fund value on 5 April 2024.

Tax free lump sum protections are capped at value on 5 April 2023.

Calculations required to determine if TTFAC is needed.
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If payment of a member’s pension starts after 6 April 2024, a relevant benefit crystallisation event statement
must be provided by the scheme administrator or insurance company:

» Upon payment of an initial lump sum (within three months of the RBCE), and

» Annually thereafter if a pension is being paid (other than in respect of pensions in payment before 6 April
2006)

RBCE statement shows how much LSA and LSDBA have been used up by the event.

Penalties may apply for failure to supply a certificate.
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Digitisation of Pension Relie
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» Announced in Autumn Budget 2021 to provide more streamlined reporting and a reduction in errors

>

Implementation pushed back to at least April 2027 due to concerns that proposed solution would not meet the
needs of largest schemes

Individual level data to be provided to HMRC who will match member data to their own records and calculate tax
relief due

Large volumes of data required
Risk of relief not being paid if records do not match — how to deal with errors

Pre-funding of tax reclaims — risk if relief not paid
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A new UK ISA
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A new UK ISA
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» ‘UK ISA" announced in 2024 Spring Budget

» Provides an additional £5,000 allowance on top of existing £20,000 allowance

» Extra allowance must be invested in UK companies

» Current consultation on operation of the new ISA closes today (6 June)

» May replicate previous PEP rules as already understood by ISA managers

» What types of investments to include, e.g., shares, collective investments, corporate bonds, gilts, cash, other

» Design of rules around subscription, transfers and cash holding limits

» Responses to consultation on likely take-up rates and barriers to implementation will inform government timeline

» |dea may be scrapped by a change in government
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Automatic Exchange
of Information —
CRS2 consultation
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Automatic Exchange of Information = ‘RS2’ ¢on

» Current Common Reporting Standard (CRS) requires sharing of financial information for non-UK resident account holders
annually by 31 May in respect of preceding calendar year.

» Government consultation on extending reporting to domestic account holders closed on 3 June.

» Goalis to prevent separate reporting requirements for domestic and overseas data — bringing all reporting in line with CRS
(rather than having separate reporting for bank and building society interest in the UK).

» Also reduces work and improves risk-assessment for HMRC.
» Likely to impact institutions that are in scope of CRS but who don’t have any (or many) reportable accounts.
» There is an assumption that existing exemptions would still apply (e.g., ISAs, tax-exempt savings accounts, pensions).

» There is a suggested timeline of first reporting in 2027 of data collected during 2026 — systems will need to be designed and in
place in advance of this to ensure accurate and timely reporting.
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Audience Q&A

Any questions?
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Thank you
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EY | Building a better working world

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in over 150 countries provide trust through
assurance and help clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and transactions, EY teams ask better
questions to find new answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the member firms of Ernst
& Young Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a
UK company limited by guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rights individuals have under data
protection legislation are available via ey.com/privacy. EY member firms do not practice law
where prohibited by local laws. For more information about our organization, please visit ey.com.

Ernst & Young LLP

The UK firm Ernst & Young LLP is a limited liability partnership
registered in England and Wales with registered number OC300001
and is a member firm of Ernst & Young Global Limited.

Ernst & Young LLP, 1 More London Place, London, SE1 2AF.
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Information in this publication is intended to provide only a general outline of the subjects covered. It should
neither be regarded as comprehensive nor sufficient for making decisions, nor should it be used in place of
professional advice. Ernst & Young LLP accepts no responsibility for any loss arising from any action taken or not
taken by anyone using this material.
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