
The annual allowance is the maximum amount of pension saving an individual can have 
each year that benefits from tax relief. This includes pension savings made by a member, 
the member’s employer, and any other third party.
The annual allowance for the tax years 2015/16 to 2018/19 
is £40,000 (with a special rule for 2015/16 that potentially 
increases the annual allowance for that year to £80,000. The 
annual allowance is £40,000 plus a further £40,000 in respect of 
any contributions made from 6 April 2015 to 8 July 2015). If the 
pension savings exceed the annual allowance, the excess will 
normally be subject to an annual allowance charge.

Example
Linda wants to make a contribution to her pension of £70,000 
(gross) in 2018/19. She has made the following pension 
contributions in the previous 3 tax years:

Tax Year Contribution
Annual 

Allowance
Carry Forward 

Available
2015/16 £30,000* £40,000 £10,000

2016/17 £40,000 £40,000 £0

2017/18 £10,000 £40,000 £30,000

* It is assumed for the purpose of this example that Linda’s contribution was 
made after 8 July 2015.

Linda can carry forward £40,000 to 2018/19, and hence her 
proposed contribution in 2018/19 of £70,000 will avoid any 
annual allowance charge. A contribution of £70,000 will use 
up £30,000 of Linda’s unused annual allowance carry forward 
entitlement - all of the carry forward available from 2015/16, and 
£20,000 of the carry forward available from 2017/18. This will 
leave £10,000 unused annual allowance in 2017/18, which would 
still be available to carry forward into the 2019/20 or 2020/21 tax 
years.

Things to think about for Linda:
• Linda will need to have Relevant UK Earnings of at least 

£70,000 in the 2018/19 tax year for the contribution to qualify 
for tax relief in full; and

• if income is, say, £100,000 then the contribution will receive 
tax relief, but not all at the higher rate. Linda may therefore 
consider paying a contribution to match her higher rate tax 
liability and delay using the remainder to a following tax year 
where tax relief at the higher rate may be available.

Adjusted income includes all pension contributions including 

employer contributions, whilst threshold income excludes 
pension contributions.

Benefiting from carry forward
Carry forward relief applies automatically. There is no 
requirement to make a claim or to notify HMRC. HMRC only need 
to be notified where an individual exceeds their annual allowance 
plus any carry forward allowance. Of course, individuals should 
maintain records of their contribution history to ensure they do 
not exceed the limits.

Money purchase annual allowance
A reduced money purchase annual allowance of £40,000 applies 
in certain situations where clients have accessed their pension 
income benefits under the new flexible rules. The money 
purchase annual allowance cannot be carried forward. 

Every care has been taken to ensure that this information is 
correct and in accordance with our understanding of the law and 
HM Revenue & Customs practice, which may change. However, 
independent confirmation should be obtained before acting or 
refraining from acting in reliance upon the information given. 

Tapered annual allowance
Since April 2016, a tapered annual allowance has applied to 
individuals with an adjusted income of more than £150,000 
and a threshold income of more than £110,000.  Adjusted 
income includes all pension contributions, including employer 
contributions, while threshold income excludes pension 
contributions.

The annual allowance is reduced by £1 for every £2 of taxable 
income over £150,000 up to a maximum of £30,000 meaning 
someone with income of £210,000 or more will have an annual 
allowance of £10,000.

Information is based on current understanding of taxation 
legislation and regulations. Levels and bases of, and reliefs from, 
taxation can change. The information contained is generic in nature 
and does not take into account your personal situation. No advice 
is being provided. You should consider whether the information 
is appropriate to your needs, and where appropriate, seek 
professional advice from a financial adviser.
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Speak to us directly to find out how we can make a 
difference for you and your family
United Kingdom
T 0800 877 8866

E: wealthplanning@whirelandwm.com

W: www.whirelandplc.com/wealthplanning


