
Background

The annual allowance and lifetime allowance are limits set by HM Revenue & Customs on how much you 
can build up in a pension scheme in the UK and still benefit from tax relief.

Annual Allowance

This is the total amount of pension savings you can make in each tax year and is normally £40,000.  You 
may be able to carry over any allowance you did not use from the previous three tax years.  You will 
have a reduced allowance in the current tax year if your threshold income is over £200,000 and your 
adjusted income is over £240,000.  For every £2 your adjusted income is over £240,000 your allowance 
reduces by £1, up to a maximum reduction of £36,000.  (Note that in the tax years 2016-17 to 2019-20 
the threshold and adjusted income limits were £110,000 and £150,000 respectively and the maximum 
reduction was £30,000.)

You can find out more about the Annual Allowance here which includes calculators to help you work out  
if you have any unused allowance to carry forward and your reduced allowance if you are high-earner.

Lifetime Allowance

This is the total amount of pension savings you can make in your lifetime without incurring a tax charge 
and is currently £1,073,100.  The lifetime allowance reduced in April 2016.  You may be able to protect 
your pension savings from the April 2016 reduction and there are advantages and disadvantages to doing 
so.  You can find out more about the Lifetime Allowance here and also get details of the protections 
available here.  If you need the value of your BBC Pension Scheme benefits as at 5 April 2016 contact the 
pension service line at myPension@bbc.co.uk or on 029 2032 2811.

What you need to do

For most members no action is required, as the allowances are generally only of concern to those 
members with higher salaries and long membership, those paying significant Additional Voluntary 
Contributions and / or buying a high number of Added Years over a relatively short period. 

It is, however,  important that you are aware of these allowances because if you exceed them you could 
be subject to an additional tax charge.  To find out more:

• Read the information available from HMRC here. 

• If you think you are affected, or may be affected in the future, you should consider taking 
independent financial advice to discuss the implications of continuing to make pension savings.  
If you do not already have a financial adviser who can advise you on your pension there are 
lots of ways to find one, including dedicated financial adviser search tools on websites, such as 
moneyhelper.org.uk.  However you find an adviser it is usually worth speaking to two or three of 
them to compare their services and prices before committing to one.  See the FCA’s website,  
fca.org.uk/consumers/what-ask-adviser for questions you may want to ask.  Check the FCA’s 
register at register.fca.org.uk to ensure the adviser you are thinking about using is regulated and 
approved by the FCA.  If they are not you will not have access to the Financial Ombudsman Service 
or Financial Services Compensation Scheme if things go wrong.

These are important allowances and the BBC and the Trustees of the BBC Pension Scheme cannot advise 
you what to do.  If you have any questions you can contact the pension service line on 029 2032 2811 or 
email myPension@bbc.co.uk but you should speak to a financial adviser if you think you are, or will be, 
affected by the allowances.

April 2022

Annual Allowance  
and Lifetime Allowance

https://www.gov.uk/tax-on-your-private-pension/annual-allowance
https://www.gov.uk/tax-on-your-private-pension/lifetime-allowance
https://www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance
mailto:myPension%40bbc.co.uk?subject=
https://www.gov.uk/tax-on-your-private-pension
https://www.moneyhelper.org.uk/en
https://www.fca.org.uk/consumers/what-ask-adviser
https://register.fca.org.uk/s/
mailto:myPension%40bbc.co.uk?subject=

