
Lifetime Allowance – process chart

Benefit/age triggers BCE(s) 

Within available LTA?

Single or multiple BCE?

Multiple BCE

The client chooses the order they would  
like the BCEs to be made to determine 

which event breaches the LTA  
(remember, where tax free cash is paid 
alongside income option, TFC is always 

first).

Test done against LTA to  
determine excess Pay benefit to beneficiaries.

Client can choose to take the excess as 
lump sum (subject to LTA at marginal  
rate of tax) or no LTA tax charge due if 

 taken as income.

Client can choose to take the excess as 
lump sum (subject to LTA at marginal  
rate of tax) or no LTA tax charge due if  

taken as income.

Scheme administrators distribute  
pension benefits gross. Tell personal 
representatives the amount paid and  

the percentage of the LTA used for each 
payment within 3 months of the payment.

If client chooses lump sum option,  
subject to marginal rate tax, scheme 

administrator will make payment to client 
through PAYE, with tax going to HMRC.  

If client chooses lump sum option,  
subject to marginal rate tax, scheme 

administrator will make payment to client 
through PAYE, with tax going to HMRC.  

Personal representatives identify 
any excess and report to HMRC within  

30 days of the payment or within  
13 months of death.

HMRC will invoice the beneficiary  
for any tax due. Where there is more  

than one beneficiary HMRC will 
apportion the tax liability on a ‘just and 

reasonable’ basis. 

Single BCE

No tax to pay

BCE for death?

Yes

Yes

No

No

For financial advisers only



Your investment may fall or rise in value and you may not get back what you put in.

This document is based on Quilter Investment Platform’s interpretation of the law and HM Revenue 
and Customs practice as at April 2023. We believe this interpretation is correct, but cannot 
guarantee it. Tax relief and the tax treatment of investment funds may change.
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