How PAYE is applied on a pension triviality payment

The following is an example of the tax calculation deducted from a typical payment made
under the triviality rules for a fund value of £17,650.00:

Breakdown of Pension Triviality Payment
Amount & *PAYE Tax deduction

Fund Value: £17,650.00
25% Tax-free Amount: £ 4,412.50
#Taxable Amount: £13,237.50
#*Tax Deducted: £ 4,475.63
Net Amount: £ 8,761.87
Total Payment: £13,174.37

#These figures would appear on the P45 (see example)
* This is calculated under the Pay as you earn (PAYE) system using the emergency tax code month 1 basis as
required under HM Revenue & Customs (HMRC) rules.

The tax calculation

Taxable Amount Tax Rate Tax Due
F £

ree pay £ 539.58 0.00% 0.00
Amount at basic rate® £3,116.67 20.00% £ 623.33
Amount at higher rate® £9,383.25 40.00% £3,753.30
Amount at additional rate* | £ 198.00 50.00% £ 99.00
Total tax due on £13,237.50 £4.475.63

Net Amount Payable: £8,761.87 (£13,237.50 - £4,475.63)

Note: Tax Rates & Allowance used are applicable for Tax year 2010-11

12010/11 Personal Allowance of £6,475 + 12 months

22010/11 Amount chargeable to basic rate tax between £0 and £37,400 + 12 months
$2010/11 Amount chargeable to higher rate tax between £37,401 and £150,000 + 12 months
42010/11 Amount chargeable to additional rate tax above £150,001 + 12 months

Standard HMRC roundings may be applied.

PAYE emergency tax code basis means you are assumed to have the emergency tax code
for that tax year for this payment. The month one basis means that all of the taxable amount
is deemed to have been received as earnings in one month. The example above shows you
could pay 40% tax on most of the payment and, in some cases, up to 50% tax on part of the
payment. But if this means you have paid too much tax, you can reclaim this from HMRC
(see below).

Tax advice on trivial commutation payments

If you take trivial commutation we will send you a P45 tax form showing the taxable amount
and the tax deducted. Please note that the taxable amount does not include the 25% tax free
portion. The tax may not be the right amount due, when all of your income for the year is
taken into account.

HMRC will check whether you have paid the correct amount of tax after the 5 April, and if not,
they will contact you. If you think you have paid too much tax you can ask them for a tax
refund now - you do not have to wait for the end of the tax year.

Call your usual HM Revenue & Customs office and ask for form P53A. You can find the
numbers on the “contact us” pages of the HMRC website at www.hmrc.gov.uk, or in the
phone book under HM Revenue & Customs, or Inland Revenue in older editions. It helps if
you have your National Insurance number when you call.

Registered in England No. 754167. Registered Office: Windsor House, Telford Centre TF3 4NB. Member of the ABI.
Windsor Life Assurance Company Limited is authorised and regulated by the Financial Services Authority



@ HM Revenue
& Customs

P45 Part 1A
Details of employee leaving work
Copy for employee

1 Employer PAYE reference
Office number Reference number

6F1 /NZg6349
2 Employees National Insurance number

AB 12 34 5€ A
3 Title - enter MR, MRS, MISS, MS or other title

MR

Surname or family name
ExAmMPLE
First or given name(s)

4 Leaving date DD MM YYYY

ol 0F Ao to

.8 This employment pay and tax. If no entry here, the amounts
are those shown at box 7.

Total pay in this employment
l3 & 37 ) 50

1 Total tax in ’this employment

9 Works number/Payroll number and Department or branch
(if any)

~Pou2233244

10 Gender. Enter X' in the appropriate box

Male x
__11] Date of birth DD MM YYYY

o1 ol \9'55%0

-

Female

To the employee .

The P45 is in three parts. Please keep this part (Part 1A) safe.
Copies are not available. You might need the information in
Part 1A to fill in a Tax Return if you are sent one.

Please read the notes in Part 2 that accompany Part 1A.

The notes give some important information about what you
should do next and what you should do with Parts 2 and 3 of
this form.

-

P45(Manual) Part 1A

5 Student Loan deductions
Student Loan deductions to continue
6 Tax Code at leaving date
If week 1 or month 1 applies, enter 'X' in the box below.
Weeled/Month 1 x

7 Last entries on P11 Deductions Working Sheet.
Complete only if Tax Code is cumulative. If there is an 'X'
at box 6 there will be no entries here.

Week number Month number e
Total pay to date

Total tax to date

i i
il i

12 Employee's private address

123 ABc Avenue
GReAT  YARMouTH
NoRFolK_

Postcode
NR11 1AB

13 | certify that the details entered in items 1 to 11 on
this form are correct.
Employer name and address

WibsoR life. Assurance G Lad
Winadsor, Nowsk
TronMasTERS WA

Telord GeniRE, &MY

Postcode
TFE3 4Hb
Date DD MM YYYY

A0 o'}olol 0

Tax credits

Tax credits are flexible. They adapt to changes in your life, such
as leaving a job. If you need to let us know about a change in
your inEome, phone 0845 300 3900.

To the new employer

If your new employee gives you this Part 1A, please return
it to them. Deal with Parts 2 and 3 as normal.

\
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