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Two main forms of protection – primary and enhanced protection - were introduced in 2006 

to enable pension scheme members to protect their pension funds from the lifetime 

allowance charge. But when the Coalition Government reduced the lifetime allowance (on 

two separate occasions) new types of protection were needed. 

The situation has become even more complicated now the Conservative Government has 

announced a further reduction in the lifetime allowance to £1 million from 6 April 2016. A 

further two types of protection – Individual Protection 2016 and Fixed Protection 2016 – will 

be offered to allow scheme members to protect their pension benefits. 

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

 Factsheet 2 outlines how people could protect their pension funds from the lifetime 

allowance using the original 2006 protections;   

 This factsheet summarises the protections introduced since 2012; and 

 Factsheet 4 explores the relationship between lifetime allowance and defined 

benefits. 

 

Fixed protection (2012) 

In April 2012 the lifetime allowance was reduced from £1.8 million to £1.5 million. As 

members might have already built up savings of more than £1.5 million (or planned on doing 

so), a new form of protection was introduced. Fixed protection (2012) allows members to 

crystallise benefits worth up to £1.8 million without paying the lifetime allowance charge. 

However, they probably wouldn’t be able to build up any further benefits. 

Members had to apply for fixed protection 2012 by 5 April 2012. If they did, the member fixed 

their lifetime allowance at £1.8 million. Anyone who didn’t have primary or enhanced 

protection could apply for fixed protection, even if the value of their benefits (at 5 April 2012) 

was less than £1.8 million.  

 

https://www.intelligentpensions.com/media/1180/lifetime-allowance-factsheet1.pdf
https://www.intelligentpensions.com/media/1199/040815-factsheet-2-lifetime-allowance-and-the-2006-protections.pdf


But a member could lose their fixed protection if: 

 they built up or accrued benefits under pension schemes; 

 they started a new arrangement under a pension scheme (other than to accept a transfer 

of existing pension rights); or  

 there was a non-permitted transfer into an arrangement (In this context, a transfer is not 

a permitted transfer if it involves a transfer into a DB scheme unless it is a bulk transfer). 

If a member loses their fixed protection they have to tell HMRC. They also have to tell the 

scheme administrator. 

If a member had enhanced protection on 5 April 2012, then they could have chosen to give 

up enhanced protection (before 6 April 2012) and instead apply for fixed protection. But if 

later on that member felt they made the wrong decision they could not re-instate their 

enhanced protection. 

If a member has fixed protection, then they must tell the scheme administrator and give them 

the fixed protection certificate reference number. The scheme administrator, when paying 

out benefits, will then work on the basis the member has a lifetime allowance of £1.8 million. 

If the member didn’t have scheme specific lump sum protection, their pension 

commencement lump sum was 25% of the amount being crystallised under the scheme, up 

to a maximum of £450,000 (25% of £1.8 million). 

If by relying on the fixed protection, a member has no lifetime allowance charge (or a smaller 

lifetime allowance charge than they would have done), the scheme administrator must give 

the member a statement showing the percentage of the member’s standard lifetime 

allowance that has been used up. 

Example – Fixed protection (2012) 

 
Robert has a SIPP worth £1.6 million at 5 April 2012. He applies for fixed protection, and 
fixes his lifetime allowance at £1.8 million. He stops contributing to his SIPP. 
 
When he crystallises his benefits in March 2014, his pension saving have grown through 
investment to £1.85 million. Although the standard lifetime allowance is now £1.5 million, 
Robert only has to pay a lifetime allowance charge on the excess above £1.8 million – in 
other words a 55% tax charge on £50,000 (£27,500). 
 

 



 

 

Protections in 2014 

From April 2014, the standard lifetime allowance was reduced from £1.5 million to £1.25 

million. Two new forms of protection were introduced to allow members to protect their 

pension benefits from a future lifetime allowance charge – fixed protection (2014) and 

individual protection. 

 Fixed protection 2014 

Fixed protection 2014 works on a very similar basis to fixed protection 2012 (see above). If a 

member applied for fixed protection before 5 April 2014, then they could fix their lifetime 

allowance at £1.5 million (rather than the standard lifetime allowance), so reducing or 

mitigating the lifetime allowance charge.  

Members had up to 5 April 2014 to apply for fixed protection. They didn’t need to have 

pension savings of more than £1.5 million (at 5 April 2014) to apply, but they couldn’t already 

have primary, enhanced or fixed protection (2012). 

If the member didn’t have scheme specific lump sum protection, their pension 

commencement lump sum was 25% of the amount being crystallised under the scheme, up 

to a maximum of £312,500 (25% of £1.5 million). 

 Individual protection 

If a member had total pension savings of more than £1.25 million at 5 April 2014 they can 

apply for individual protection to help reduce or mitigate the lifetime allowance charge. 

Members could have applied for individual protection from August 2014, and HMRC must 

receive applications by 5 April 2017. 

Members can apply for individual protection and receive a protected lifetime allowance equal 

to the value of their pension savings, up to a maximum of £1.5 million. Members can 

continue to save into their pension schemes, but when they crystallise their benefits, any 

pension savings above their protected lifetime allowance will be subject to a lifetime 

allowance charge. 

Members can apply for individual protection even if they have enhanced, fixed (2012) or 

fixed (2014) protection. In such cases, HMRC won’t issue a certificate – the individual 

protection lies dormant unless, and until, the other protection is lost. However, members with 

primary protection cannot apply for individual protection. 



Example – individual protection 
 
Anna is a member of a defined benefit scheme and has pension savings worth £1.3 
million on 5 April 2014. She decides to remain a member of her scheme, and applies for 
individual protection in December 2014. 
 
In June 2015, Anna takes her benefits. Her pension savings are now worth £1.38 million. 
Her personal lifetime allowance is £1.3 million, so she has to pay a lifetime allowance 
charge on the excess of £80,000. 
 

 

New protections for 2016 

The lifetime allowance will reduce from £1.25 million to £1 million from 6 April 2016, with the 

intention of index-linking it to CPI from 6 April 2018 onwards. HMRC has announced two 

new types of transitional protection – individual protection 2016 and fixed protection 2016 will 

be introduced alongside this reduction to make sure the change is not retrospective. 

The new protections will work in a very similar way to existing protections. For pension 

scheme members to apply for individual protection 2016, they must have pension savings of 

at least £1 million on 5 April 2016. And to apply for fixed protection 2016, they must have no 

benefit accrual on or after 6 April 2016. 

One difference, though, is likely to be the notification process. Scheme members may not 

need to notify HMRC in advance if they want to rely on fixed protection or have three years 

to apply for individual protection. Instead, HMRC is considering how it can remove the 

deadlines for applying for these protections, and we expect more details on this soon. 

 

The points to remember 

 If a member applied for fixed protection (2012) then they fix their lifetime allowance at 

£1.8 million, but they are unable to build up any further pension benefits. 

 

 Fixed protection 2014 works in a similar way to fixed protection 2012, but the lifetime 

allowance is fixed at £1.5 million. 

 

 A member can apply for individual protection 2014 if they have pension benefits worth at 

least £1.25 million, and they will get their own personal lifetime allowance (up to a 

maximum of £1.5 million). They can continue to contribute or accrue pension benefits. 

The lifetime allowance will reduce to £1 million from 6 April 2016. Two new forms of 

protection will be available - fixed protection 2016 and individual protection 2016. The 

deadlines for applying for these options are expected to be removed. More details will be 

available soon. 


