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EFFECT OF TAKING MONEY FROM YOUR RETIREMENT SAVINGS
This booklet is designed to help you understand any tax you might have to pay and the impact on your 
retirement income, if you take an Uncrystallised Funds Pension Lump Sum (UFPLS) payment today. This is 
important as once you’ve taken money from your retirement savings you can’t change your mind.

Important things to consider

The more of your retirement savings you take as a lump sum and spend, the less you’ll have left to support you later in retirement.

The amount of UFPLS you take may affect any means tested state benefits you are entitled to.

This booklet will

•  help you estimate how much tax you will pay on your UFPLS payment and how much we will actually pay you 
(please use page 3 if you are a non-Scottish tax payer or page 4 if you are a Scottish tax payer) pages 3 and 4

• help you estimate the reduction in your future retirement income page 5
• provide an example of what you should consider page 6
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Estimating how much tax you will pay on your UFPLS payment(s) – not for use by Scottish tax payers

The table below gives you an idea of the total additional tax you might have to pay when all UFPLS payments are added to your existing income for the tax year 2022/23.

If you take money out as an UFPLS payment, 25% of the amount will be tax free and the remaining 75% will be added to your yearly income for tax purposes. For example, someone with 
an existing income of £30,000 who takes out £20,000 could pay additional tax of £3,000 for the tax year 2022/23 (see below). If you are resident in Scotland, different tax levels will apply; 
please use the table on page 4.

Indication of additional tax you may pay in respect of UFPLS payment

Your taxable income before you take an UFPLS payment

10,000 20,000 30,000 40,000 50,000 70,000 100,000 120,000

Gross value of  
UFPLS payment

Tax free 
amount

Additional taxable 
income due to  

UFPLS payment 
(Gross value minus 

25% tax free.)

5,000 1,250 3,750 250 750 750 750 1,500 1,500 2,250 2,250 

10,000 2,500 7,500 1,000 1,500 1,500 1,500 3,000 3,000 4,500 4,000 

20,000 5,000 15,000 2,500 3,000 3,000 4,000 6,000 6,000 9,000 7,000 

30,000 7,500 22,500 4,000 4,500 5,000 7,000 9,000 9,000 13,500 10,000 

40,000 10,000 30,000 5,500 6,000 8,000 10,000 12,000 12,000 17,000 13,000 

50,000 12,500 37,500 7,000 9,000 11,000 13,000 15,000 16,500 20,000 16,375 

100,000 25,000 75,000 21,500 24,000 27,000 31,000 35,000 35,000 36,250 33,250

Important notes

This table assumes:
• You’re taking benefits in tax year 2022/23.
• You’re entitled to a yearly tax free personal allowance of £12,570 (2022/23) and it reduces by £1 for each £2 of income above £100,000.
• You pay income tax at 20% on income over £12,570 and up to £50,270.
• You pay income tax at 40% on income over £50,271 and up to £150,000.
• Income above £150,000 is taxed at 45%.

How much will we actually pay to you?

The amount of tax we have to deduct from your first payment may be more or less than shown on the table above. This is because we usually have to apply emergency tax (month 
1 tax rates) on your first payment as required by Her Majesty’s Revenue and Customs (HMRC). If you are taking a subsequent payment, the tax we deduct will normally depend on 
your personal circumstances (for example, your tax code when the payment is made). Depending on your circumstances, you may need to claim any overpaid tax, or you may need to 
pay additional tax. We will confirm how to do this when we send you your payment. You can get an idea of how much we could deduct from your payment(s) by using HMRC’s online 
calculator at payecalculator.hmrc.gov.uk/.

This information only applies if you are a UK resident. If you are a non-UK resident, please see the ‘Your guide to taking a lump sum’ flyer for more details.

Please see pages 7 and 8 for information about using the HMRC calculator.

3



Estimating how much tax you will pay on your UFPLS payment(s) – for use by Scottish tax payers

The table below gives you an idea of the total additional tax you might have to pay when all UFPLS payments are added to your existing income for the tax year 2022/23.

If you take money out as an UFPLS payment, 25% of the amount will be tax free and the remaining 75% will be added to your yearly income for tax purposes. For example, someone with 
an existing income of £30,000 who takes out £20,000 could pay additional tax of £3,464 for the tax year 2022/23 (see below).

Indication of additional tax you may pay in respect of UFPLS payment

Your taxable income before you take an UFPLS payment

10,000 20,000 30,000 40,000 50,000 70,000 100,000 120,000

Gross value of  
UFPLS payment

Tax free 
amount

Additional taxable 
income due to  

UFPLS payment 
(Gross value minus 

25% tax free.)

5,000 1,250 3,750 238 750 788 852 1,538 1,538 2,306 2,306 

10,000 2,500 7,500 979 1,523 1,575 2,389 3,075 3,075 4,613 4,100 

20,000 5,000 15,000 2,479 3,098 3,464 5,464 6,150 6,150 9,225 7,175 

30,000 7,500 22,500 4,053 4,673 6,539 8,539 9,225 9,225 13,838 10,250 

40,000 10,000 30,000 5,628 7,562 9,614 11,614 12,300 12,300 17,425 13,325 

50,000 12,500 37,500 8,017 10,637 12,689 14,689 15,375 16,913 20,500 16,775 

100,000 25,000 75,000 23,392 26,012 29,089 33,139 35,875 35,875 37,125 34,025 

Important notes

This table assumes:
• You’re taking benefits in tax year 2022/23.
• You’re entitled to a yearly tax free personal allowance of £12,570 (2022/23) and it reduces by £1 for each £2 of income above £100,000.
• You pay income tax at 19% on income over £12,570 and up to £14,667.
• You pay income tax at 20% on income over £14,668 and up to £25,296.
• You pay income tax at 21% on income over £25,297 and up to £43,662.
• You pay income tax at 41% on income over £43,663 and up to £150,000.
• Income above £150,000 is taxed at 46%.

How much will we actually pay to you?

The amount of tax we have to deduct from your first payment may be more or less than shown on the table above. This is because we usually have to apply emergency tax (month 
1 tax rates) on your first payment as required by Her Majesty’s Revenue and Customs (HMRC). If you are taking a subsequent payment, the tax we deduct will normally depend on 
your personal circumstances (for example, your tax code when the payment is made). Depending on your circumstances, you may need to claim any overpaid tax, or you may need to 
pay additional tax. We will confirm how to do this when we send you your payment. You can get an idea of how much we could deduct from your payment(s) by using HMRC’s online 
calculator at payecalculator.hmrc.gov.uk/.

This information only applies if you are a UK resident. If you are a non-UK resident, please see the ‘Your guide to taking a lump sum’ flyer for more details.

Please see pages 7 and 8 for information about using the HMRC calculator.
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Estimating the impact of taking an UFPLS payment from your retirement fund on your future income

As well as estimating the additional tax you could pay, you should also estimate the impact on your future income. This table helps you estimate how much your gross yearly pension 
might be reduced by for each £10,000 lump sum payment you take from your retirement account today.

For example, someone who takes out £10,000 with five years to go to their selected retirement age of 65, might have to give up £322 a year from age 65 (see below). You can 
estimate the reduction in your income by using the following calculation – amount you want to take/10,000 x answer in the table.

* If you have already reached your retirement age or are in ill health, please refer to the “Your pension: your choices” guide to find out who you should contact to get details of the 
amount of pension income you could receive from your fund.

For £10,000 UFPLS Indication of amount of yearly pension that you might forgo

Retirement age

55 56 57 58 59 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75

Years to SRA

  0*
1 188 196 205 215 226 237 249 262 276 291 307 324 343 362 384 407 433 460 491 524
2 201 211 221 232 243 256 269 283 298 315 333 352 372 394 418 444 472 503 537
3 216 227 238 250 262 276 290 306 323 341 361 382 405 429 456 485 516 551
4 233 244 256  269 283 298 314 331 350 370 392 415 440 468 497 530 565
5 250 263 276 290 305 322 340 359 379 402 426 452 480 510 544 580
6 270 283 298 313 330 348 368 389 412 437 463 492 524 558 595
7 291 305 321 339 357 377 399 422 448 475 505 537 572 610
8 313 330 347 366 387 409 433 459 487 518 551 587 626
9 338 356 376 397 419 444 471 499 531 565 602 642

10 365 385 407 430 455 482 512 544 579 617 659
11 395 417 441 467 495 525 558 594 633 675
12 428 452 479 507 538 572 608 648 692
13 464 491 520 552 586 623 664 709
14 503 533 565 601 639 681 727
15 547 580 616 655 698 745
16 594 631 671 715 763
17 647 688 733 782
18 706 751 801
19 770 821
20 842 
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What assumptions have we used?

• Your retirement fund will grow at 3.0% after inflation each 
year.

• Future inflation will be 2.0% each year.

• Your pension will be paid at the start of each month for 
your lifetime only and will increase in line with the Retail 
Prices Index (RPI) each year. It will continue to be paid for 
5 years from when you retire even if you die.

• No allowance has been made for charges. For details 
of your charges, please see your retirement account 
literature.

The actual amount depends on a number of factors including 
how your retirement fund grows, the actual charges taken, 
interest and annuity rates at the time you retire, the type of 
annuity you take. Please do not base any decision on this 
table alone.

The estimated reduction in income is in today’s 
prices and takes into account inflation between 
now and your retirement age. The actual amount 
could be more or less than this.

An example to show what you should consider if you took an 
UFPLS payment from your retirement fund

Let’s go through Peter’s example to help you understand what you 
should consider. 

Peter
Peter has a salary of £30,000 a year. He is 5 years from his retirement age of 65, and 
is considering taking £20,000 from his retirement savings to pay off his mortgage of 
£15,000. Peter has decided to take an UFPLS payment as he is not eligible for small  
lump sum payments. He also has available Lifetime Allowance and meets other HMRC 
conditions to take an UFPLS payment. He knows that once he has taken money as an 
UFPLS payment he can’t change his mind.

If he takes £20,000 from his retirement savings, £5,000 will be tax free and £15,000 will be 
added to his income for tax purposes. This would take Peter’s income to £45,000. 

What is the additional estimated tax Peter will pay?
The estimated additional tax that will apply by taking the payment for the tax year 
2022/23 is £3,000 as shown on page 3.

What tax amount will actually apply on his first UFPLS?
As the payment will be taxed on an emergency basis, the actual tax initially deducted  
will be approximately £5,030 (see pages 7 and 8 which show you how to use the HMRC 
calculator). 

How much will Peter receive?
The initial payment Peter will receive is £14,970 (£20,000 – £5,030). 

This would not be enough to pay off his mortgage of £15,000. 

However, he should be able to reclaim the difference of £2,030 (£5,030 – £3,000) from 
HMRC.

How much future income might Peter give up?
By using the table on page 5, Peter can see that the estimated gross pension he might 
give up is £20,000/10,000 x £322 = £644 a year (see table on page 5).

In this example, if Peter were a Scottish taxpayer, then different tax rates would apply 
and the additional tax he would ultimately have to pay would be £3,464.

These figures are for example purposes only and assume the first payment is taken 
in the tax year 2022/23.
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How to use the HMRC online calculator – if using the emergency tax rate (normally for first payments)

If you are taking a subsequent payment, the tax we deduct will normally depend on your personal circumstances  
(for example, your tax code when the payment is made).

Key in 1257L here to use the 
emergency tax code.

This code is correct for tax year 
2022/23. For later tax years, 
please contact HMRC or visit 
www.gov.uk for the correct 
emergency tax code.

Select monthly.

Select ‘Yes’.

Enter the amount you are taking 
from your retirement account, 
less the 25% tax free part. For 
example, if you were Peter you 
would key in £15,000 here. 
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0345 607 2013 portfolioteam@embarkadvance.co.uk

Advance by Embark is a trading name of Sterling ISA Managers Limited, a wholly owned subsidiary of Embark Group Limited. Sterling ISA Managers Limited is incorporated in England and Wales (company number 02395416) 
with its registered Office at 100 Cannon Street, London, EC4N 6EU. Sterling ISA Managers Limited is authorised and regulated by the Financial Conduct Authority (Reg No 191278).
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embarkadvance.co.uk

For more information on the Advance by Embark Platform, 
please contact your consultant on 0345 607 2013
We may record or monitor calls to improve our service.

HMRC calculator results page – if using the emergency tax rate (normally for first payments)

Depending on your circumstances (e.g. income from other sources) you may need to pay more tax than the amount shown above or you may be able to get a tax refund from HMRC.

If you are taking a subsequent payment, the tax we deduct will depend on your personal circumstances (for example, your tax code when the payment is made).

You can find more information about this on the HMRC website.

This shows the tax code.

In Peter’s example this would be 1257L.

This code is correct for tax year 2022/23.  
For later tax years, please contact HMRC or visit  
www.gov.uk for the correct emergency tax code.

This shows the amount you are taking from your 
retirement account, excluding the 25% that will 
be paid tax free.

In Peter’s example this would be £15,000.

This shows the amount of tax that will be deducted.

In Peter’s example this would be approximately 
£5,030.
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