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7.6 Contributions to approved pension schemes

Sometimes an employer will make a special contribution into an approved retirement benefit
scheme at the time when an employment is terminaced. Often this will be Instead off some other
compensation payment that would otherwise be due to the employee.

The Revenue accept that such a payment is not taxable {(under 5. 4U03) as long as the benefits ara

_within the limits prescribed by the rules of the scheme and generally made in the form prescribed
by those rules. The same applies where an employer purchases an annuity for a former employee
from a life office, again as long as the transaction Is properly approved,

Where such a payment‘ Is made, it should not be treated as absarbing any part of the £30,000
exemption.

i

'he above treatment was previously set out In Revenue Statement of Praculce 2/81; now, the
charge is remaved hy 5. 408. Neither the Statement of Practice nor s. 408 will affect the tax
treatment under the ordinary rules of $. &2 but it is normally possible to ensure that liability does
nul arige under Lhat section ("arrangements are usually made so that any entitlement te a
termination payment that would fall within ITEPA 2003, 5. 62 is lawtuily waived before the special
cantribution is made' (EIM 1373R)).

7.6.1 Pension term assurance

In tha 2006 Pre-Budget Report, the Government announced a change to the treatment of life
assurance policies that provide only lump sum death benefits alons, where these are offared as
personal pension arrangements eligible for tax relief, 1he HMKC view was that such policies
nnderminen the principles af the pensions tax relief legislation. However, it was stated that any
changes would not affect eithar personal arrangements entered into before é December 2006 or
exlsting types of employer arrangeimenls.

In & later statement, | IMRC conflrmed that customers who had applied for policies on or before &
Decamber Z0U6 wolld broadly (but subject to certain conditions) continue to anjoy tax rakelr on
sich policies.
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