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The lifetime allowance and lifetime allowance charge were introduced in April 2006 under 

Pension Simplification. The legislation also allowed for pension scheme members to protect 

their pension funds from the penal 55% lifetime allowance charge (not to be confused with 

the recently abolished 55% death charge) if their benefits were already in excess of the 

lifetime allowance, or if they thought their benefits would reach the lifetime allowance before 

they crystallised them. 

Two main forms of protection were introduced initially – primary and enhanced protection.  

 Factsheet 1 covers how and when the lifetime allowance is calculated and benefit 

crystallisation events,  

 This factsheet outlines how people could protect their pension funds from the lifetime 

allowance using the original 2006 protections;   

 Factsheet 3 summarises the newer protections introduced after 2006; and 

 Factsheet 4 explores the relationship between lifetime allowance and defined 

benefits. 

Primary protection 

A member could claim primary protection if the value of their pension benefits was £1.5 

million or more at 5 April 2006. If they did, then they could continue to make tax relieved 

contributions or accrue further pension benefits after that date. 

This was particularly attractive for employees who had no control over their remuneration 

package and therefore couldn’t benefit from an employer’s contributions if they applied for 

enhanced protection and opted out of the scheme.  

Members with primary protection have a personal lifetime allowance which is greater than 

the standard lifetime allowance. This personal lifetime allowance is the value of their pension 

rights on 5 April 2006, and the lifetime allowance charge only applies to benefits crystallised 

which are in excess of their personal lifetime allowance. 

Up to 5 April 2012, a member’s personal lifetime allowance was adjusted each year in the 

same way as the standard lifetime allowance. But from 6 April 2012, a personal lifetime 

allowance is adjusted by reference to £1.8 million. 

https://www.intelligentpensions.com/media/1180/lifetime-allowance-factsheet1.pdf


Example – primary protection  
 
Sajid had pension rights valued at £1.7 million on 5 April 2006, and opted for primary 
protection. The additional factor was 0.1333. 
 
By November 2009, his pension savings were worth £2 million, and the standard lifetime 
allowance was £1.75 million. His personal lifetime allowance was £1,983275 (£1.75 million 
x 1.1333). He decides to crystallise £1.45 million. This will use up 73.1% of his lifetime 
allowance (£1,450,000 / £1,983,275 x 100), leaving him 26.9% unused. 
 
 

 

Example – primary protection – taking benefits after April 2012 
 
In the example above, by June 2015, when the lifetime allowance is £1.25 million, Sajid’s 
remaining pension benefits are worth £600,000. Sajid decides to crystallise the lot. He has 
26.9% of his lifetime allowance left. That is 26.9% of £2,039,940 (£1.8 million x 13.33%) or 
£548,744. 
 
So Sajid will pay a lifetime allowance charge on his excess of £51,256  (£600,000-
£548,744)If he takes the excess as a lump sum then the lifetime allowance charge will be 
£28,190 (55% of £51,256). 
 
 

 

Enhanced protection 

In contrast, anybody could claim enhanced protection, whether the value of their pension 

benefits was below or above £1.5 million on 5 April 2006. 

Enhanced protection fully protects the rights, and, if obtained before 6 April 2009, then there 

is no lifetime allowance value of the pension charge when they are paid, regardless of their 

value at that time. So, if the value of the pension rights increases faster than the increase in 

the standard lifetime allowance, the member will still be protected from the lifetime allowance 

charge. 

However, the member cannot pay in any further contributions or accrue any further benefits 

above a specified level of indexation. 

A member can choose to give up enhanced protection at any time by: 

 Failing to comply with the conditions for enhanced protection – for example by paying in 

a contribution; or 

 Notifying HMRC they no longer wish to be covered by enhanced protection. 



But once a member has given up enhanced protection they cannot change their mind and 

re-instate it. 

A member could have applied for both primary and enhanced protection, and if they chose to 

give up enhanced protection at a later date, they could have still relied on their primary 

protection. 

If a member only had enhanced protection on 6 April 2012 or 6 April 2014, then they could 

have chosen to give up enhanced protection (before 6 April 2012 or 6 April 2014) and 

instead apply for fixed protection (2012 or 2014). But if later on that member felt they made 

the wrong decision they could not re-instate their enhanced protection. 

 

Example – giving up enhanced protection 
 
Eric had pension benefits valued at £1.7 million at 5 April 2006. He opted for both primary 
and enhanced protection.  
 
Eric’s pension benefits were invested in a SSAS, which included a commercial property 
investment. Unfortunately, when he decides to crystallise his benefits in May 2014, the 
value of his benefits had fallen to £1.68 million. The underpinned lifetime allowance at the 
time is £1.8 million. 
 
Eric arranged for his company to pay £149,000 into the SSAS, so revoking the enhanced 
protection and replacing it with primary protection. His personal lifetime allowance under 
primary protection in 2014/15 is £2,448,000 (£1.7 million x £1.8 million / £1.25 million). 
This is greater than the value of his pension rights and no lifetime allowance charge is 
due. 
 

 

Other 2006 protections 

There were two other forms of protection introduced in 2006.  

Pension scheme members could take advantage of scheme specific lump sum protection if 

they had a right to a pension commencement lump sum worth more than 25% of the pension 

fund on 6 April 2006.  When they crystallise their benefits they could still take the greater 

pension commencement lump sum, although there is a complicated formula to make 

allowance for getting 25% of the ‘post A-Day’ fund. 

Members could also retain a ‘protected pension age’ which was earlier than the normal 

minimum pension age (which was 50 when it was introduced in 2006, and rose to 55 in April 

2012). 

 

 



Both protected tax free cash and a protected pension age are lost on transfer after 5 April 

2006, unless the member has block transfer protection. This is where: 

 all the pension benefits under the scheme are transferred in a single transaction; 

 at least one other member of the pension scheme transfers at the same time to the 

same receiving scheme; and 

 the member hasn’t been a member of the receiving scheme for more than 12 

months. 

 

 

 

 

The points to remember 

 

 Two main forms of protection were introduced in 2006 to help members protect their 

existing benefits from the lifetime allowance charge. 

 

 Members could apply for primary protection if they had pension rights of at least £1.5 

million. They received their own personal lifetime allowance, and could continue building 

up pension benefits, although these additional benefits would be subject to a lifetime 

allowance charge. 

 

 Members could apply for enhanced protection if their pension rights were valued below 

or above £1.5 million, but they had to stop paying in contributions or benefit from accrual 

above a certain level. If they did there would never be a lifetime allowance charge. 

 

 Members could also apply for both forms of protection, and if they wanted give up 

enhanced protection at a later date and rely only on primary protection. 


