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Lifetime Allowance Tax Charge

You can save as much as you like towards your pension but there is a limit on the amount of tax relief you 
can get.  The Lifetime Allowance is the maximum amount of pension saving you can build up over your 
life that benefits from tax relief.  This allowance covers all your pension savings in the UK in registered 
pension schemes, such as the BBC Pension Scheme (the Scheme) and any other pensions you may have 
from previous employers or personal pension arrangements.

If you build up pension savings worth more than the Lifetime Allowance you will pay a tax charge on the 
excess.

Your Scheme benefits are tested against the Lifetime Allowance when your pension starts and on certain 
other key events, e.g. a transfer of your benefits to an overseas pension arrangement, an increase to your 
pension in payment beyond a certain limit or the payment of certain lump sums such as death benefit 
lump sums.

Testing your Scheme benefits when your pension starts

When your pension starts, its value for Lifetime Allowance purposes is 20 times the annual pension 
payable.  Any pension exchanged for a cash lump sum or funds from Additional Voluntary Contributions 
taken as a cash lump sum are excluded from the 20 times valuation and added separately to the assessed 
capital value of your pension.

If you are an Old Benefits member and either single or married but joined the Scheme before 1 July 1978 
you can choose to take a partial refund of 27% of your own contributions as an alternative to providing a 
dependant’s pension after your death.  This partial refund will also be added separately to the assessed 
capital value of your pension.

If the value of your Scheme benefits is in excess of the Lifetime Allowance, the Scheme will calculate 
the tax charge due.  The tax charge is 25% of the value of your benefits over your available Lifetime 
Allowance.  It is designed to claw back the tax relief this amount has benefited from over the years, both 
on the initial contributions and the build up of those funds or underlying investments over time.

The Scheme will pay the Lifetime Allowance charge to HM Revenue & Customs (HMRC) and reduce your 
benefits by an amount that, in accordance with normal actuarial practice, fully reflects the amount of the 
tax charge.  

The rate at which the tax charge is converted to a pension adjustment will vary depending on which 
section of the Scheme you are in, your age and market conditions at the time of the calculation.  As 
a guide, the rate in January 2023 for an Old Benefits member aged 60 is £41.00 of pension for every 
£1,000 of Lifetime Allowance tax charge.  The rate in January 2023 for a Career Average Benefits 2011 
member at age 65 is £49.00 of pension for every £1,000 of Lifetime Allowance tax charge.  These rates 
are not guaranteed and can go down or up.

Testing your pension in payment against the Lifetime Allowance

Pensions in payment are reviewed annually and any increases are awarded on 1 April.  Increases to 
pensions that started after 5 April 2006 are required to be tested against limits set by HMRC.  

Increases to Old Benefits pensions for members who joined the Scheme before 1 April 1992 are based 
on the full pension (excluding any levelling adjustment), even if some of the pension was exchanged for 
a cash lump sum.  This means that the pension may increase by more than the permitted margin and 
trigger a test against the Lifetime Allowance.



Testing death lump sum benefits

Lump sums payable on the death of an active Career Average Benefits 2006, New Benefits or Old 
Benefits member or pensioner who remains in service are restricted to the Lifetime Allowance.  A lump 
sum payable on death of an active Career Average Benefits 2011 member or pensioner who remains in 
service is restricted to the available portion of the member’s Lifetime Allowance.

When the Lifetime Allowance operates to reduce a death in service cash sum in respect of an active 
member or pensioner, the Trustee will apply the difference between the two amounts to provide 
additional pensions for the member’s dependants.

In the case of a Life Assurance member who dies in service, or an active Career Average Benefits 2006, 
New Benefits or Old Benefits member, the recipient of any cash sum paid by the Trustee which is in 
excess of the balance of the member’s Lifetime Allowance may be requested by HMRC to pay a tax 
charge on the excess (currently at 55%).

Further information

For more information about the Lifetime Allowance visit gov.uk/tax-on-your-private-pension/lifetime-
allowance.

If you have a question about your Scheme benefits please contact the pension service line on  
029 2032 2811 or email myPension@bbc.co.uk.

If you think you will be affected by the Lifetime Allowance you should consider speaking to an 
independent financial advisor (IFA).  There are lots of ways to find a financial adviser including dedicated 
financial adviser search websites, such as the MoneyHelper retirement adviser directory (directory.
moneyhelper.org.uk).

Note: The Pension and Benefits Centre, the BBC and the Trustee cannot provide you with advice.  This 
note has been provided only for your information.  You should consider your position with a financial 
adviser if you have any questions or concerns.
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