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MORE THAN ONE MILLION HIGHER RATE TAXPAYERS MISSING
OUT ON £1 BILLION IN TAX RELIEF
•

Almost one in four higher earners make no pension contributions

•

Average higher rate taxpayer could save over £1,000 a year in tax relief by
contributing to a pension

•

Higher rate taxpayers who are members of personal pension schemes may only
be receiving basic rate tax relief

Nearly a quarter (23 per cent) of all higher rate taxpayers could be collectively missing out on
over £1 billion in tax relief each year because they do not contribute to a pension, according
to new research1 from Prudential.
According to HMRC data there were approximately 4.4 million higher rate taxpayers in the
tax year 2013-14. Prudential’s research indicates that one million of them are not contributing
to any pension scheme.
Based on the average annual earnings of a higher rate taxpayer of £50,200, making pension
contributions of five per cent would reduce their annual tax bill by around £1,000. In many
cases they could also benefit from additional employer contributions to a pension scheme.
The actual total amount of unclaimed tax relief could be even higher than this. Of those
higher rate taxpayers who do contribute to a pension, 23 per cent are unsure whether they
reclaim the full tax relief on their pension contributions that they are entitled to.
While members of occupational pension schemes receive basic and higher rate tax relief
automatically through their payroll, members of personal pension schemes, including GPPs
(Group Personal Pension Schemes), SIPPs (Self Invested Personal Pensions) and
stakeholder pensions, only receive basic rate 20 per cent tax relief automatically. Higher rate
taxpayers who are members of these schemes have to claim the additional relief themselves,
through their annual tax return or by informing HMRC.
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A typical higher rate taxpayer who fails to claim this additional 20 per cent relief would
effectively be surrendering £500 to the taxman, assuming typical earnings of £50,200 and
contributions of five per cent.
Overall, HMRC figures suggest the total tax liabilities for higher rate taxpayers is £62.7 billion
a year, equating to an average tax bill of £14,3002.
Clare Moffat, a tax expert at Prudential, said: “Many people go to great lengths to make
everyday household savings that could amount to only a few pounds. While that is not
insignificant, they could bank many hundreds of pounds a year simply by fully utilising the tax
relief available on certain pension contributions.
"With an annual average of £1,000 in tax relief available to higher rate taxpayers, it makes
sense for people to maximise their contributions and make sure they’re getting all the relief
they are due. Additionally, those who make regular pension contributions will potentially
receive valuable employer contributions and therefore benefit from an even greater boost to
the eventual value of their retirement pot.
“Substantial numbers of higher rate taxpayers are potentially failing to reclaim some or all of
the full relief they are entitled to. For example, many higher rate taxpayers are now subject to
the child benefit tax charge which increases the amount of tax payable, but it also means that
the amount of tax relief available increases.”
Reclaiming missing tax relief
It is possible to reclaim tax relief you have missed out on in previous years and claims can be
backdated for as much as four years if you are not usually required to submit a selfassessment return. The window for reclaiming if you do self-assess is shorter3, but anyone in
doubt should speak to HMRC in the first instance. The threshold for higher rate tax is set to
rise to £42,385 in the 2015/16 tax year.
- Ends -
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Notes to editors
•

1

Research conducted by Consumer Intelligence (consumerintelligence.com) from 14-23

November 2014 among 382 higher-rate taxpayers earning between £41,185 and £150,000 a
year.

•

2

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/306842/Table_

2.5.xls
•

3

The time limits on reclaiming higher rate tax relief are as follows:
o

If the taxpayer is not required to complete a self-assessment return – the time limit is
four years after the end of the tax year

o

If the taxpayer is required to complete a self-assessment return – the limit is one year
after the 31 January which follows the end of the tax year (e.g. in respect of the 20132014 tax year, higher rate relief would have to be claimed by 31 January 2016).

o

The time limits differ because with self-assessment the taxpayer must have completed
their tax return by 31 January following the end of the tax year in question. Otherwise
they'll face a late return penalty. Taxpayers then have 12 months to amend that
return.

•

Anyone wishing to check their arrangements with HMRC should contact 0300 200 3300
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