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Professional Footballers Pension Scheme 
 
The Annual Allowance 

The annual allowance is a limit on the amount that can be contributed to your pension each 
year, while still receiving tax relief. It's based on your earnings for the year and is capped at 
£40,000. 

What is the annual allowance? 

The annual allowance is a limit to the total amount of contributions that can be paid to 
defined contribution pension schemes and the total amount of benefits that you can build up 
in defined benefit pension scheme each year, for tax relief purposes. The annual allowance 
is currently capped at £40,000 although a lower limit of £4,000 may apply if you have 
already started accessing your pension. The annual allowance applies across all of the 
schemes you belong to, it’s not a ‘per scheme’ limit and includes all of the contributions that 
you or your employer pay or anyone else who pays on your behalf. 
 

What happens if I exceed the allowance? 

If you exceed the annual allowance in a year, you won't receive tax relief on any 
contributions you paid that exceed the limit and you will be faced with an annual allowance 
charge.  

The annual allowance charge will be added to the rest of your taxable income for the tax 
year in question when determining your tax liability. Alternatively, if the annual allowance 
charge is more than £2,000, you can ask your pension scheme to pay the charge from your 
benefits. This means your pension scheme benefits would be reduced. 

Unless you have a money purchase annual allowance (MPAA), you may be able to bring 
forward any unused annual allowances from the previous three tax years, to either reduce 
your annual allowance charge to a lower amount or reduce the annual allowance charge 
completely.  

Your pension provider or scheme administrator should be able to give you your pension 
input amount for that scheme. This refers to the amount of contributions or value of accrued 
benefits during the pension input period. If you think that you may be getting close to your 
annual allowance, or may have exceeded it, you may wish to consider taking advice from a 
regulated financial adviser. 

Changes to the annual allowance 

The Money Purchase Annual Allowance (MPAA) 

The Money Purchase Annual Allowance was introduced on 6th April 2015 and was set at 
£10,000 (gross) per annum. The government has now reduced the MPAA to £4,000 (gross) 
per annum which applies to contributions made from 6th April 2017. 
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If you have taken flexible benefits which include income, such as an ‘Uncrystallised 
Funds Pension Lump Sum (UFPLS)’ or flexi-access drawdown with income, and you 
want to continue paying contributions to a defined contribution pension scheme, you will 
have a reduced annual allowance of £4,000 per annum towards your defined 
contribution benefits. 

The reduced allowance will apply if you have withdrawn more than the 25% tax free 
pension commencement lump sum (PCLS). The reduced amount is known as the 
‘money purchase annual allowance' (MPAA) and includes both your own contribution 
and any other contribution paid on your behalf, such as an employer or a third party. You 
cannot bring forward any unused annual allowances from the previous three tax years to 
warrant a higher contribution than £4,000 towards your defined contribution benefits. 

The money purchase annual allowance will only start to apply from the day after you 
have taken flexible benefits and so any previous savings are not affected.  

The Tapered Annual Allowance 

The tapered annual allowance came into force as of 6 April 2016 for high earners. For 
every £2 of income above £150,000 per annum, £1 of annual allowance will be lost. The 
maximum reduction will be £30,000 meaning that anyone earning over £210,000 will 
have their annual allowance capped at £10,000. 

An income floor will mean the taper will not apply unless the individual's income 
excluding pension contributions exceeds £110,000 (referred to as their “threshold 
income”). 
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