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April 2016 – reduction in the standard Lifetime Allowance 
Summary 

From 6 April 2016, the standard Lifetime Allowance (the amount of benefits that can be built up in 
registered pension schemes tax-efficiently) reduced from £1.25 million to £1million. The value of 
registered pension scheme benefits in excess of the reduced Lifetime Allowance will be subject to tax 
charges of different rates, depending on how the excess benefit is taken. (Benefits from certain overseas 
pension arrangements which have benefited from UK tax privileges are also taken into account for 
measuring an individual’s benefits against the Lifetime Allowance. References to “registered pension 
scheme benefits” in this leaflet include those benefits). 

 
Note: it is the responsibility of individual members to report any tax due in their self-assessment tax 
return. 

 
Testing benefits against the Lifetime Allowance 

The amount of registered pension scheme benefits is tested against the reduced £1million Lifetime 
Allowance at the time that the member becomes entitled to receive the benefits. The Lifetime Allowance 
applies to the total amount of benefits that a member has built up across all registered schemes they are a 
member of, so it will not, for example, apply only to the benefits built up during membership of the 
Unilever UK Pension Fund (UUKPF). 

 
It is the capital value (defined by HM Revenue and Customs) of the total benefits which is tested against 
the Lifetime Allowance.  So when valuing benefits provided by defined benefit arrangements (like the 
Final salary or Career average plans), the amount of annual pension (after any part is exchanged for a lump 
sum) is multiplied by a factor of 20. Any additional lump sum is tested at face value. For defined 
contribution arrangements (like the Investing plan), it is the value of savings in an individual’s account 
before an annual pension income is purchased, a lump sum is taken, or drawdown is designated, which is 
tested. 

 
Please read the summary in this section with Appendix A and Appendix B. 

 
Protection against the Lifetime Allowance 

Fixed Protection 2016 allows members to keep a protected/fixed Lifetime Allowance of £1.25 million. In 
order for Fixed Protection 2016 to be maintained there is a requirement that there must be no continuing 
build up of benefits in a registered pension scheme like the UUKPF, and this means that in practice the 
member must have opted out of membership of the UUKPF before 6 April 2016. Individuals can only 
make online applications to HMRC for Fixed Protection 2016 (see “Applying for protections” below). 
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Individual Protection 2016 is available from 6 April 2016. This is only available to individuals with pension 
savings valued above £1 million on 5 April 2016 and will provide a personal Lifetime Allowance equal to the 
value of the pension rights on 5 April 2016, up to a maximum of £1.25 million. Unlike Fixed Protection, 
individual protection will not be lost by making further pension savings and members can continue to build 
up benefits in a registered pension scheme like the UUKPF. However, any pension savings in excess of the 
higher of the personal Lifetime Allowance or standard Lifetime Allowance will be subject to a Lifetime 
Allowance tax charge. Again, Individual Protection 2016 can only be applied for online (see “Applying for 
Protections” below). 

 
Please note that it is still possible to apply online for Individual Protection 2014 (for individuals with 
pension savings valued above £1.25 million on 5 April 2014) and the three year window to apply will close 
on 5 April 2017. 

 
Applying for Protections 

 
You can only apply for Fixed Protection 2016, Individual Protection 2016 or Individual Protection 2014, at 
the HMRC online service at www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance. 
Please note there are now no paper applications. 

 
If you applied for a temporary reference number for protection when the HMRC online service was not 
available, then you will now need to use the online service to apply for a permanent reference number. 

 
In most cases, you can also use the service to check any existing protections by clicking on the link “view 
them online” on the first page. 

 
There is no application deadline for Fixed Protection 2016 or Individual Protection 2016 other than you will 
need to have the protection in place before you draw any benefits, but we recommend that if you are 
eligible you apply as soon as possible, particularly as the application process is straightforward. 
Remember, if you want to apply for Fixed Protection 2016, you will need to have stopped building up 
pension benefits before 6 April 2016. 

 
As noted above, the deadline for applying for Individual Protection 2014 is 5 April 2017. 

Further details on how to apply and any conditions are in Appendix A. 

Enhancement to the Lifetime Allowance 
 

Members can apply for an enhancement to the Lifetime Allowance (called a Non Residency Enhancement 
Factor) if they have been paying into, or building up benefits in a UK registered pension scheme, whilst not 
UK resident. The enhancement will give an individual a personal Lifetime Allowance greater than the 
standard Lifetime Allowance. This may apply if you have been a member of the UUKPF while on 

http://www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance
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international assignment with Unilever. For further information, please contact the Expert Administration 
Team (contact details below). 

 
For more information about the various types of protection and how they interact with UUKPF 
membership and benefits, please refer to Appendix A of this leaflet. There are a number of different 
scenarios and examples in Appendix B. 

 
How might the reduction in the Lifetime Allowance affect you? 

Broadly speaking, members will be affected by the reduction in the Lifetime Allowance if they have 
unprotected total pension benefits in registered schemes which exceed the Lifetime Allowance when 
those benefits are accessed. For those with overseas service who have applied for a Non Residency 
Enhancement Factor, the position in relation to the Lifetime Allowance could be different. 

 
It is important to remember that this is a personal tax matter and ultimately an individual’s responsibility 
to establish whether or not they are affected by the reduced Lifetime Allowance. Individuals should 
ensure that they comply with tax law in this area. . 

 

Important information 

For HMRC guidance on the Lifetime Allowance and other matters of pension taxation, see 
www.gov.uk/tax-on-your-private-pension/overview 

 

If you have any questions on the information in this leaflet, please contact the Expert Administration Team 
on 01372 945688 or via email at expertadminteam@unilever.com 

 

Remember that no-one involved in running the UUKPF – including Unilever, the Trustees and the UK 
Pensions team – can give you individual advice about your financial planning or decisions. Please consider 
taking independent financial advice if you need help with any decisions about your finances. This website, 
run by IFA promotion, can help you find an independent financial adviser in your area: 
www.unbiased.co.uk 

http://www.gov.uk/tax-on-your-private-pension/overview
mailto:expertadminteam@unilever.com
http://www.unbiased.co.uk/
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IMPORTANT LEGAL NOTES 

This document confers no rights to benefits. Rights to benefits are conferred solely on the terms and 
subject to the conditions of the Unilever UK Pension Fund as appropriate and as from time to time in force. 

 
Where this document contains references to the Trustees, these are, as the case may be, to the Unilever 
UK Pension Fund Trustees Limited or its Directors. 

 
Anything in this leaflet about legal or tax issues is based on Unilever’s understanding of these issues at the 
date of issue. Any changes in the laws or HM Revenue and Customs practice may affect this information. 

 
Nothing in this document covers the tax or other laws of any jurisdiction outside of the UK. For members 
who are on assignment outside the UK, the social security benefits and contributions, and the deduction 
made for pension, and tax status of benefits and contributions may be different. Any member to whom 
the tax or other laws of any jurisdiction may apply should take specific advice as to the impact of any such 
laws on their own position. 

 
Nothing in this document has as its sole or main purpose the inducement of any employee to give up 
active membership of the Unilever UK Pension Fund. This document shall be interpreted, in all respects, 
to give effect to the previous sentence. 

 
These Important Legal Notes also apply to Appendices A and B attached to this document. 
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Appendix A 
 
 
 

The Lifetime Allowance in more detail 

Lifetime Allowance 
 
• From 6 April 2016, the standard Lifetime Allowance (the amount of registered pension scheme savings 

that can be built up tax-efficiently) is £1million. This is a reduction from the £1.25 million allowance 
which applied during the 2015/16 tax year. 

 
• It is expected that the limit will be increased annually from April 2018 in line with the consumer prices 

index measure of inflation. However, the Government may decide to freeze it, reduce it or increase it 
differently in future. 

 
• The total amount of pension benefits that a member has built up in registered pension schemes is 

tested against the Lifetime Allowance most commonly when the member becomes entitled to receive 
these benefits. 

 
• The total amount is made up of the benefits built up in all registered pension arrangements throughout 

a member’s career, so this will include the UUKPF and schemes provided by any previous employers (as 
long as they are registered pension schemes), as well as UK tax-approved personal pension plans and 
certain overseas pension arrangements which have benefited from UK tax privileges. 

 
• The Lifetime Allowance which is used for the test is the one in force for the tax year during which the 

entitlement to the benefits occurs. 

 
Valuing benefits and applicable tax charges 

 
• Defined benefit (DB) pensions (like the UUKPF’s Final salary and Career average plans) will be valued 

using a factor of 20 for Lifetime Allowance purposes, regardless of the member’s age or sex. This 
means that if a member has built up a total annual pension benefit of £1,000 it would be deemed to 
be worth £20,000 when testing against the Lifetime Allowance. 

 
• The value of benefits in defined contribution (DC) pension schemes (like the UUKPF’s Investing plan) 

will simply be the value of a member’s individual account. 
 

• Pensions already being paid, which started being paid before 6 April 2006, where the recipient has 
not crystallised any other registered pension scheme benefits after 5 April 2006, are valued using a 
factor of 25. 

 
• Where pensions are already being paid, which started being paid before 6 April 2006, and the 

recipient has already crystallised other registered pension scheme benefits after 5 April, 2006, the 
recipient should have been informed about the LTA deemed to be used up by the pre 6 April 2006 
pension at the time those other benefits were crystallised. 
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• Where a person has crystallised registered pension scheme benefits after 5 April 2006, that person 
should have been informed by that scheme about the LTA used up by crystallising those benefits. 

 
• The amount of pension benefits in excess of the Lifetime Allowance will be subject to tax charges, 

which remain unchanged from the previous tax regime. This means that: 
 

>If a member chooses to take the excess amount as a lump sum, it will be taxed at 55%. 
 

>If a member chooses to take the excess amount in the form of an annual pension income, it will 
be taxed at 25% (in addition to the marginal rate of tax already payable on the income). 

 
• In most cases, the lifetime allowance charge will be deducted by the Trustees from benefits before 

they are paid. However, it is the responsibility of individual members to report any tax due in their 
self-assessment returns, showing any tax paid by the Trustees. Any additional tax which is payable 
by individuals will be collected via self-assessement in the applicable year. 

 
Existing forms of protection 

 
• When the current pensions tax regime was introduced in April 2006, two types of protection were made 

available to members of registered pension schemes like the UUKPF, called Primary and Enhanced 
Protection. These had to be applied for by 5 April 2009 and upon acceptance, HMRC provided a 
certificate to individuals documenting the protection. 

 
• Primary Protection was available to anyone who had built up pension benefits valued as being above 

£1.5 million (the original level of the Lifetime Allowance when it was introduced) at 6 April 2006. The 
value of registered benefits at this date effectively became a member’s personal Lifetime Allowance, 
which increased at the same rate as the standard Lifetime Allowance. Members and employers are 
able to continue contributing to registered pension schemes and benefits are allowed to continue 
building up. 

 
Important: Primary Protection will not necessarily protect an individual fully from the Lifetime 
Allowance tax charge if registered benefits increase to being above their personal Lifetime Allowance. 
Although the standard Lifetime Allowance reduced on 6 April 2012, the personal Lifetime Allowance for 
those with Primary Protection did not decrease, but was frozen unless/until the standard Lifetime 
Allowance increases above its pre-April 2012 level of £1.8 million again. This increases the chances of a 
Lifetime Allowance charge being incurred. 

 
• Enhanced Protection was available to anyone, regardless of the amount of pension benefits they had 

built up at 5 April 2006. With Enhanced Protection, accrued benefits are exempt from the Lifetime 
Allowance so long as the benefits built up at 5 April 2006 do not increase by more than the amount 
allowed by HM Revenue and Customs and no new Defined Contribution contributions are made. 
Defined Contribution benefits are only allowed to increase by the investment returns achieved. The 
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allowed increase for Defined Benefits is complex, but is usually at least 5% a year for most people. 
Certain conditions must continue to be met in order for Enhanced Protection not to be lost1. 

 
• Fixed Protection 2012 was introduced on 6 April 2012 and allowed members to keep a protected/fixed 

Lifetime Allowance of £1.8 million when the standard Lifetime Allowance reduced to £1.5 million. This 
was available to all members of registered pension schemes who did not already have either Primary or 
Enhanced Protection and who applied for the protection by 5 April 2012. Fixed Protection 2012 will not 
necessarily protect an individual fully from the Lifetime Allowance tax charge if their registered benefits 
increase to being above £1.8 million. No further registered pension scheme benefits can be built up 
while a member has Fixed Protection 20122. 

 
• Fixed Protection 2014 was introduced on 6 April 2014 and allowed members to keep a protected/fixed 

Lifetime Allowance of £1.5 million when the standard Lifetime Allowance reduced to £1.25 million. 
Similar conditions applied to Fixed Protection 2014 as to Fixed Protection 2012, in particular, no further 
registered pension scheme benefits can be built up after 5 April 20143. 

 
•  Individual Protection 2014 was also introduced on 6 April 2014 and enables individuals with pension 

savings valued above £1.25 million on 5 April 2014 to protect a personal Lifetime Allowance equal to the 
value of the pension rights on 5 April 2014 up to a maximum of £1.5 million. Members and employers 
are able to continue contributing to registered pension schemes and benefits are allowed to continue 
building. However, any pension savings in excess of the higher of the personal Lifetime Allowance or 
standard Lifetime Allowance will be subject to a Lifetime Allowance tax charge. 

 
Important: It is still possible to apply for Individual Protection 2014. The three year window to apply 
will close on 5 April 2017. 

 
• The further reduction in the Lifetime Allowance will not generally affect members who currently 

benefit from Primary or Enhanced Protection. For those with existing Primary Protection, the amount 
of a member’s personal Lifetime Allowance will stay the same, as it will still be calculated based upon 
the higher pre April 2012 £1.8 million Lifetime Allowance amount. For those with existing Enhanced 
Protection, the member will be unaffected by the further reduction in the Lifetime Allowance. 

 
 
 
 

1 These conditions include, for example, a requirement that no new “arrangement” (including new life cover 
arrangements under a registered pension scheme) can be made in respect of the individual in a registered scheme. 

 
2 There are a number of other conditions that must be met in order for Fixed Protection 2012 to be maintained, 
including that no new “arrangement” (including new life cover arrangements under a registered pension scheme) can be 
made in respect of the individual in a registered scheme. 

 
3 There are a number of other conditions that must be met in order for Fixed Protection 2014 to be maintained, 
including that no new “arrangement” (including new life cover arrangements under a registered pension scheme) can be 
made in respeact of the individual in a registered scheme. 
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Lump sums 
 
• As a result of the reduction in the Lifetime Allowance to £1 million, the cap on the maximum tax-free 

lump sum that is permitted to be taken from registered schemes has also reduced, from £312,500 to 
£250,000. 

 
• Members with Primary Protection who had a lump sum at 5 April 2006 exceeding £375,000 will not be 

impacted by the further reduction in Lifetime Allowance. The maximum amount they can take as a tax- 
free sum will instead be limited to 120% of the value of their lump sum entitlement as at 6 April 2006 
(when Primary Protection took effect). 

 
• Members with Enhanced Protection who have a protected entitlement to a lump sum above £375,000 

will also not suffer a reduction in their entitlement as a result of the reduced Lifetime Allowance. 
 
• If a member with Primary Protection or Enhanced Protection had a lump sum entitlement at 5 April 

2006 of £375,000 or less, then the maximum tax free lump sum that can be paid to such a member 
remains as £375,000. 

 
2016 protection: Fixed Protection 2016 and Individual Protection 2016 

 
• Fixed Protection 2016 allows a member to keep a protected/fixed Lifetime Allowance of £1.25 million 

from 6 April 2016, when the standard Lifetime Allowance reduced to £1 million. The maximum tax free 
lump sum that can be paid to a member with Fixed Protection 2016 is £312,500. 

 
• Fixed Protection 2016 is available to all pension scheme members, regardless of the level of benefits 

they have built up, who do not currently have the benefit of Primary or Enhanced Protection or Fixed 
Protection 2012/2014. Members who already have a certificate for Primary or Enhanced Protection are 
not able to apply for Fixed Protection. However, a member may give up Enhanced Protection (but not 
Primary Protection) by notifying HM Revenue and Customs. 

 
• There are, however, certain conditions which will have to be met in order for Fixed Protection 2016 to 

be maintained (see below), but notably there must be no continuing build up of benefits in a registered 
pension scheme like the UUKPF, and this means that a member must have opted out of membership of 
the UUKPF before 6 April 2016 

 
• Fixed Protection 2016 may be of benefit to members who already have total registered pension scheme 

benefits which are valued as being above £1 million at 6 April 2016, or those who think that the value of 
registered benefits already built up might increase above the £1 million Lifetime Allowance by the time 
they come into payment. 



Unilever UK Pensions 

9 

 

 

 
 
 
 
 

Important: Fixed Protection 2016 only provides protection up to the £1.25 million limit. If an 
individual’s registered benefits exceed £1.25 million they will be liable for the Lifetime Allowance tax 
charge (unless the standard Lifetime Allowance has increased to above £1.25 million). 

 
Applying for Fixed Protection 2016 

 
Members can only apply for Fixed Protection 2016 through the HMRC online application service at 
www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance . There is no application 
deadline for Fixed Protection 2016 other than you will need to have the protection in place before you 
draw any benefits or make a transfer to certain overseas schemes; however, you will need to quote your 
Protection notification number if you are requesting any retirement quotations in advance of your actual 
retirement otherwise we will calculate your benefits on the basis that you do not have protection. 

 
In order to apply, you need to have an online HMRC account. You will already have one if you have 
submitted an online self assessment tax return and, if you do not have one, you can set one up as part of 
the process. 

 
As part of the process, you will need to enter your User ID and password for your online account and then 
you will receive an access code in a text. If you have forgotten your User ID/password or changed your 
mobile number there is help along the way. 

 
You will need to make a declaration that Primary or Enhanced Protection or Fixed Protection 2012/2014 do 
not apply to you. If you are in any doubt you should be able to check any existing protections by clicking on 
the link “view them online” on the first page. 

 
If your application is accepted, you should receive a Protection notification number and a Scheme 
Administrator reference at the end of your online application. We recommend you keep a record of both 
numbers (you should be able to print out or take a screen shot). The long term intention is that pension 
scheme administrators will be able to verify your protection directly with HMRC, but this is still in 
development. 

 
If you have already applied for Individual Protection 2014, but also decide to apply for Fixed Protection 
2016, and your application is successful, Fixed Protection 2016, will be granted on a dormant basis. You 
will only receive a reference number for Fixed Protection 2016 if Individual Protection 2014 ceases to apply 
to you, which can happen in limited circumstances relating to pension sharing on divorce. 

 
There are certain conditions that must be met in order for Fixed Protection 2016 to be maintained (see 
below). If one of these gets broken, Fixed Protection 2016 will be lost and members may then be subject 
to a Lifetime Allowance charge. It is the member’s responsibility to inform HMRC if an event occurs which 
causes the loss of Fixed Protection 2016. 

http://www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance
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Fixed Protection 2016 
 

The legislation that gives effect to Fixed Protection 2016 is set out in the Finance Act 2016 and provides as 
follows: 

 
Loss of Fixed Protection 2016 

 
If an event occurs which involves the loss of Fixed Protection 2016, the member must inform HMRC within 
90 days of the event occurring. There are penalties of up to £300 for not informing HMRC within these 
timescales, together with daily penalties of up to £60 per day. 

 
Conditions for Fixed Protection 2016 

 
• Once a member has been granted Fixed Protection 2016, there are certain conditions which must be 

met in order for the protection to be maintained: 
 

• No benefits can build up in relation to the member within a registered pension scheme (see 
below) 

• Transfers to and from the registered scheme must be of the type allowed by HMRC 
• No new ‘arrangement’ (including new life cover arrangements under a registered pension 

scheme) can be made in respect of the member within a registered pension scheme 
(although transfers-in of existing pension rights may be allowed) 

 
Continuing to build up benefits under Fixed Protection 2016 

 
• In order for Fixed Protection 2016 to be maintained there must be no continuing build-up of benefits in 

a registered pension scheme, which in most cases in practice would mean the member opting out of 
membership of their scheme. 

 
• Under the regulations however, there is a certain amount of benefit accrual which is allowed and the 

nature of this build up differs depending on the type of benefit. 
 
• For DC benefits, no contributions may be paid except those to a life assurance policy which had started 

before 6 April 2006 and continues to meet certain conditions. 
 
• For DB benefits, the benefits already built up must not increase at a rate higher than a set percentage. 

This is set out in the Finance Act 2016 as being: 
 

(a) For deferred members, the annual rate used to increase benefits which is defined in the 
scheme’s rules as at 9 December 2015. This applies to the UUKPF, and is the increase in the 
Retail Prices Index up to 5% each year for pensionable service in the Final Salary Section to 30 
June 2012 and, in summary, for pensionable service in the CARE Section is the increase in the 
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Retail Prices Index up to 2.5% a year over the period of deferment, together, in both cases, with 
an allowance for certain statutory increases. If, unlike for the UUKPF, there is no such rate 
specified in a scheme’s rules, then the amount of increase allowed will be in line with the annual 
increase in Consumer Prices Index (CPI) measured using September’s figure or, if greater, an 
allowance for certain statutory increases. 

 
(b) For active members, the annual rate used to increase benefits which is defined in the scheme’s 

rules as at 9 December 2015. If there is no such rate specified (and this applies to the UUKPF), 
then the amount of increase allowed will be in line with the annual increase in CPI measured 
using September’s figure or, if greater, an allowance for certain statutory increases. 

 
 

Note 1: For members of the UUKPF who apply for Fixed Protection 2016, this means that, to retain 
Fixed Protection, they must, in practice, opt-out of the UUKPF before 6 April 2016. 

 
Note 2: Pensions built up to 6 April 2016 in the UUKPF which do not increase in deferment at a higher 
rate than that permitted in the legislation will be able to do so without Fixed Protection 2016 being lost. 

 
Note 3: However, if permitted increases have the effect of increasing the value of the member's 
accrued pension benefits above the £1.25 million Lifetime Allowance, the excess would be subject to 
the Lifetime Allowance tax charge. 

 
• Members are allowed certain death in service benefits (so long as not made under a new arrangement 

under a registered pension scheme after 5 April 2016) that do not count as benefit accrual whilst 
protected by Fixed Protection 2016. 

 
• It is expected that members will also be allowed incapacity benefits whilst protected by Fixed 

Protection 2016 (based upon HMRC’s interpretation of legislation governing Fixed Protection 
2012/2014 and assuming this interpretation does not change). 

 
• Under current legislation, Unilever must automatically enrol eligible employees into the UUKPF or 

another qualifying scheme every three years (with the next re-enrolment due to occur in 2016) unless 
the person falls within an exemption. The following exemptions may be relevant: 

 
(1) exemptions for members with Fixed Protection 2012 and 2014 
(2) exemption for persons who opted out of active membership at their own request within the 12 

months up to the re-enrolment date. 
 
• There is not currently any exemption for members with Fixed Protection 2016. If that remains the case, 

and a member informs Unilever they have Fixed Protection 2016, and exemption (2) does not apply to 
that member, Unilever will have to auto enrol that member. If the member does not then opt out 
within one month of automatic enrolment that member will lose the protection. Unilever UK Pensions 
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will aim to send information to members who are about to be automatically enrolled in these 
circumstances and confirm the one month deadline for preserving Fixed Protection 2016. 

 

Fixed Protection 2016, choosing to opt out and the uncertainty of future Lifetime Allowance amounts 
 
• It is expected that the Lifetime Allowance will be increased annually from April 2018 in line with the 

consumer prices index measure of inflation. However, the Government may decide to freeze it, reduce 
it or increase it differently in future. 

 
• We therefore cannot advise members whether the benefits they have currently built up in registered 

pension arrangements will increase above the Lifetime Allowance applicable at the time they take their 
benefits. 

 
Individual Protection 2016 and Individual Protection 2014 

 
Individual Protection 2016 is available from 6 April 2016. 

 
It is is only available to individuals with registered pension scheme benefits valued above £1 million on 5 
April 2016 and will provide a personal Lifetime Allowance expressed as a monetary amount and equal to 
the value of the registered pension scheme benefits on 5 April 2016, up to a maximum of £1.25 million. 
The personal Lifetime Allowance amount under Individual Protection 2016 will be fixed unless and until the 
standard Lifetime Allowance increases above that amount. 

 
Unlike Fixed Protection, Individual Protection 2016 will not be lost by making further pension savings and 
members can continue to build up benefits in a registered pension scheme like the Unilever UK Pension 
Fund. However, any pension benefits in excess of the personal Lifetime Allowance (including increases on 
benefits built up to 5 April 2016) will be subject to a Lifetime Allowance tax charge. 

 
Please note that if you had registered pension scheme benefits valued above £1.25 million on 5 April 2014, 
it is still possible to apply for Individual Protection 2014. The closing date for applications is 5 April 2017. 
Individual Protection 2014 will provide a personal Lifetime Allowance expressed as a monetary amount 
and equal to the value of registered pension scheme benefits on 5 April 2014 up to a maximum of £1.5 
million. 

 
Applying for Individual Protection 2016 and Individual Protection 2014 

 
Members can only apply for Individual Protection 2016 and Individual Protection 2014 through the HMRC 
online application service at www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance. 

 
There is no application deadline for Individual Protection 2016 other than you will need to have the 
protection in place before you draw any benefits or make a transfer to certain overseas schemes; however, 
you will need to quote your Protection notification number if you are requesting any retirement quotations 

http://www.gov.uk/guidance/pension-schemes-protect-your-lifetime-allowance
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in advance of your actual retirement otherwise we will calculate your benefits on the basis that you do not 
have protection. As noted above, there is a deadline for Individual Protection 2014 of 5 April 2017. 

 
Individual Protection 2016 will not be available to members who already have Primary Protection or 
Individual Protection 2014, but may be held at the same time as Enhanced Protection and Fixed Protection 
2012, 2014 and 2016, and would only apply in the event of those other forms of protection being lost and 
so could be viewed as a safety net to protect a personal lifetime allowance of up to £1.25 million. 

 
Individual Protection 2014 is not available to members who already have Primary Protection, but may be 
held at the same time as Enhanced Protection and Fixed Protection 2012,2014 and2016. It would only 
apply in the event of Enhanced Protection, Fixed Protection 2012 and 2014 being lost and in this case could 
be viewed as a safety net to protect a personal lifetime allowance of up to £1.5 million. Fixed Protection 
2016 will be dormant whilst you have Individual Protection 2014. 

 
You should be able to check any existing protections by clicking on the link “view them online”on the first 
page of the website . 

 
In order to apply, you need to have an online HMRC account. You will already have one if you have 
submitted an online self assessment tax return and, if you do not have one, you can set one up as part of 
the process. 

 
You will need to enter your User ID and password for your online account and then you will receive an 
access code in a text. If you have forgotten your User ID/password or changed your mobile number there 
is help along the way. 

 
You will have to make a number of declarations first and then confirm the the value of any pensions you 
haven’t taken yet on 5 April 2014 for Individual Protection 2014 or 5 April 2016 for Individual Protection 
2016. 

 
If your application is accepted, you should receive a Protection notification number and a Scheme 
Administrator reference at the end of your online application. We recommend you keep a record of both 
numbers (you should be able to print out or take a screen shot). The long term intention is that pension 
scheme administrators will be able to verify your protection directly with HMRC, but this is still in 
development. 

 
For HMRC guidance on the Lifetime Allowance and other matters of pension taxation, see 
www.gov.uk/tax-on-your-private-pension/overview 

 

Please read the Important Legal Notes on page 4 which also apply to this Appendix A. 

http://www.gov.uk/tax-on-your-private-pension/overview
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Examples 

Note: All of these examples assume that the member does not have Primary, Enhanced , Fixed 
Protection 2012 or 2014 

 
A. How the Lifetime Allowance operates: Retiring and taking benefits from the UUKPF on or 

after 6 April 2016 
 

Member 1: below the reduced Lifetime Allowance 
 

Member 1 retires in August 2016, taking a cash sum of £10,000 and an annual pension from the 
UUKPF of £40,000. At the same time, Member 1 puts into payment other annual pensions of 
£6,000 and £3,000 which have built up in other registered pension schemes during 
employment with other companies. 

 
The total value of the registered pension scheme benefits which will be tested against the 
reduced Lifetime Allowance is therefore £0.99 million. This is calculated as: 

 
Unilever pension £800,000 [£40,000 x 20] 
Other pensions £180,000 [£(6,000 + £3,000) x 20] 
Cash sum £10,000  

Total £990,000  
 

This total amount of Member 1’s registered pension scheme benefits is tested against the 
reduced Lifetime Allowance of £1 million. As Member 1’s total registered pension scheme 
benefits are below the reduced Lifetime Allowance, there is no tax charge. 

 
Member 2: above the reduced Lifetime Allowance 

 
Member 2 also retires in August 2016, taking a cash sum of £10,000 and an annual pension 
from the UUKPF of £55,000. Member 2 also puts into payment other annual pensions of 
£10,000 and £4,000 which have built up in other registered pension schemes during 
employment with other companies. 

 
The total value of the registered pension scheme benefits which will be tested against the 
reduced Lifetime Allowance is therefore £1.39 million. This is calculated as: 

 
Unilever pension £1,100,000 [£55,000 x 20] 
Other pensions £280,000 [£(10,000 + £4,000 )x 20] 
Cash sum £10,000  

Total £1,390,000  
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This total amount of Member 2’s registered pension scheme benefits is also tested against the 
reduced Lifetime Allowance of £1.0 million. Member 2 did not opt out of the UUKPF and 
therefore does not have Fixed Protection. Therefore, as Member 2’s total registered pension 
scheme benefits are above the reduced Lifetime Allowance, there will be a tax charge due. 

 
Member 2 has £390,000 of registered pension shceme benefits in excess of the reduced 
Lifetime Allowance of £1.0 million. Member 2 decides to take £10,000 of these as a lump sum 
with the remainder as a pension. The tax charge due is therefore calculated as: 

 
Lump sum of £10,000 (taxed at 55%) £5,500 
Pension valued at £380,000 (taxed at 25%)* £95,000 

Total tax charge £100,500 
 

* Member 2 will also have to pay income tax at the marginal rate on the income received from 
the excess 

 
In practice the pension and/or lump sum paid to the individual will be reduced by factors 
determined by the Trustee and Unilever to reflect the tax charge payable (the spouse pension 
payable on subsequent death would not normally be reduced). 

 
B. Managing the Lifetime Allowance 

 
Member 3: Member who has opted out of the UUKPF 

 
Let’s say that Member 3 has a UUKPF combined Final salary and Career average pension of 
£55,000 per year at 5 April 2016 and £60,000 in the Investing plan and does not have any other 
registered pension scheme benefits. For Lifetime Allowance purposes the value of the pension 
is £55,000 x 20 which is £1.1 million, plus £60,000 making a total of £1.16 million. As the 
Lifetime Allowance is reducing to £1.0 million on 6 April 2016, Member 3 decides to opt out of 
the UUKPF and does this before 6 April 2016. 

 
Member 3 then retires from the UUKPF on 1 April 2021. Let’s assume that the increase that 
applies to the combined £55,000 pension under the UUKPF Rules each year from the date the 
member opted out to the date of retirement is 3% a year and the £60,000 in the Investing plan 
has grown to £85,000. The combined pension at 1 April 2021 will be: 

 
Date Annual combined Final salary and 

Career average pension 
1 April 2016 £ 55,000 
1 April 2017 £ 56,650 
1 April 2018 £ 58,350 
1 April 2019 £ 60,100 
1 April 2020 £ 61,903 
1 April 2021 £ 63,760 
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Scenario 1 
 

Let’s assume that Member 3 retires at Normal Retirement Age and does not take any cash, the 
value of the combined pension and Investing plan for Lifetime Allowance purposes will be 
(£63,760 x 20) plus £85,000 which is £1,360,200 

 
Let’s also assume that the Government has not increased the standard Lifetime Allowance and 
it has therefore remained at £1.0 million. 

 
There is no time limit on applying for Fixed Protection 2016 but to qualify you must not accrue 
benefits after 5 April 2016. In this example the member did opt out before 6 April 2016 and 
never rejoined the UUKPF or any other pension scheme and so they are eligible, and 
successfully apply for, Fixed Protection 2016. 

 
As Member 3 is eligible and successfully applies for Fixed Protection 2016, the protected 
Lifetime Allowance (LTA) will be £1.25 million. There will therefore be a tax charge on the 
excess of £110,200 above their LTA. 

 
If Member 3 was not eligible for Fixed Protection 2016, the applicable Lifetime Allowance 
(LTA) will be £1.0 million. There will therefore be a tax charge on the excess of £360,200. 

 
Scenario 2 

 
Let’s assume that Member 3 retires at Normal Retirement age and does not take any cash, the 
value of the combined pension and investing plan for Lifetime Allowance purposes will be 
(£63,760 x 20) plus £85,000 which is £1,360,200. 

 
Let’s also assume that the Government has increased the Standard Lifetime Allowance back to, 
say, £1.1 million (it is expected that the Lifetime Allowance will increase with CPI inflation from 
April 2018, although the Government could change this in the future). 

 
As Member 3 is eligible and successfully applies for Fixed Protection 2016, the protected 
Lifetime Allowance (LTA) will be £1.25 million. There will therefore be a tax charge on the 
excess of £110,200 above their LTA. 

 
If Member 3 was not eligible for Fixed Protection 2016, the applicable Lifetime Allowance (LTA) 
will be £1.1 million. There will therefore be a tax charge on the excess of £260,200. 

 
Scenario 3 

 

For this scenario, let’s assume that Member 3 has not reached Normal Retirement age on 1 
April 2021 but rather has chosen to retire early and does not take any cash. The combined 
pension is reduced by, say 30% for being taken early. The annual pension will therefore be 
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£63,760 less 30% which is £44,632 per year plus say £85,000 from the Investing plan. The value 
of the pension for Lifetime Allowance purposes will be £44,632 x 20 plus £85,000 which is 
£977,640. 

 
 

So long as the Government does not decrease the LTA again at a future date before the 
member early retires, the value of Member 3’s pension is below the LTA of £1.0 million 
(assuming it has not been increased). It therefore does not matter whether they apply for Fixed 
Protection or not, no tax charge will be payable. In fact, Member 3 could have built up some 
further registered pension scheme benefits before a tax charge would have been payable. 

 
Member 4: Continuing to build up benefits in the UUKPF 

 
Member 4 has a combined Final salary and Career average pension of £45,000 a year at 5 April 
2016 that is valued as £0.9 million for LTA purposes (£45,000 x 20) and does not have any other 
registered pension scheme benefits. Member 4 decides to remain in the UUKPF and continue 
to build up registered pension scheme benefits. They are therefore not eligible to apply for 
Fixed Protection. 

 
Let’s say that Member 4 retires at Normal Retirement Age on 1 April 2018 and their pension 
from the UUKPF is made up of the following elements: 

 
Final salary pension £44,350 per year 
Career average pension £5,000 per year 
Total Defined benefit pension £49,350 per year 

 
Assuming Member 4 does not take any cash, the value of the defined benefit pension for LTA 
purposes is £49,350 x 20 which is £987,000. This is below the Lifetime Allowance if it is still at 
least £1.0 million in 2017/18. 

 
Unilever also provides a contribution of 12.5% on pensionable earnings above the Career 
average plan higher level which is paid as a defined contribution into the Investing plan. 
Member 4 has the option to take some or all of this contribution as cash, subject to deductions 
for tax and national insurance. 

 
If Member 4 also chose to take Unilever’s contribution above the Career average plan higher 
level as a contribution to the Investing plan rather than cash, they may have an Investing plan 
account of say £32,000. 

 
Adding the value of the Investing plan account to £987,00 gives £1,019,000. 

 
It is expected that the Lifetime Allowance will increase with CPI inflation from April 2018, 
although the Government could change this in the future). 
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If the Lifetime Allowance remained at £1 m, Member 4 would therefore be liable for a tax 
charge on the excess of £19,000 above the £1.0 million. However if the Lifetime Allowance 
increases and was more than £1,019,000 no tax charge would be incurred. 

 
If Member 4 was instead retiring early on 1 April 2018, their defined benefit pensions might be 
reduced for being taken early and might therefore mean that the value of their total registered 
benefits for Lifetime Allowance purposes is then below £1.0 million. This will mean no tax 
charge is incurred even if no increase is made to the Lifetime Allowance. 

 
 

Member 5: Continuing to build up benefits in the UUKPF with Individual Protection 2016 
 

Let’s say that Member 5 has a UUKPF combined Final salary and Career average pension of 
£57,500 a year and £60,000 in the Investing plan at 5 April 2016. For Lifetime Allowance 
purposes the value of the pension is £57,500 x 20 which is £1.15 million, plus £60,000 making a 
total of £1.21 million. 

 
The Lifetime Allowance is reducing to £1.0 million on 6 April 2016, however, Member 5 is 
unsure of their future retirement plans and decides to remain in the UUKPF and continue to 
build up registered pension scheme benefits which means that they are not eligible for Fixed 
Protection 2016. Member 5 can apply for Individual Protection 2016 because the LTA value of 
benefits at 5 April 2016 is above £1.0 million and does so succesfully. Member 5’s personal 
Lifetime Allowance then becomes £1.21 million. 

 
Member 5 then retires from the UUKPF on 1 April 2018. Let’s assume that the combined Final 
salary and Career average pension has grown to £59,500 a year and the Investing plan to 
£70,000. 

 
Scenario 1 

 

Let’s assume that Member 5 retires at Normal Retirement Age and does not take any cash, the 
value of the combined pension and Investing plan for Lifetime Allowance purposes will be 
(£59,500 x20) plus £70,000 which is £1,260,000. 

 
Member 5 would therefore be liable for a tax charge on the excess of £50,000 above the 
personal Lifetime Allowance of £1.21 million. 

 
Scenario 2 

 

Let’s assume that Member 5 has not reached Normal Retirement Age on 1 April 18, but rather 
had chosen to retire early and does not take any cash. The combined pension is reduced by, 
say, 10%, for being taken early. The annual pension will therefore be £59,500 less 10% which is 
£53,550 a year plus £70,000 from the Investing plan. The value of the pension for Lifetime 
Allowance purposes will be (£53,550 x 20) plus £70,000 which is £1,141,000. 
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The value of Member 5’s pension is above the reduced standard Lifetime Allowance of £1.0 
million, but below the personal Lifetime Allowance of £1.21 million and therefore no tax charge 
will be payable. In fact, Member 5 could have built up some further registered pension scheme 
benefits before a tax charge would have been payable. 

 
Member 6: Continuing to build up benefits in the UUKPF with Individual Protection 2014 

 
At 5 April 2014 Member 6 had a UUKPF combined Final salary and Career average pension of 
£65,000 a year and £40,000 in the Investing plan. For Lifetime Allowance purposes the value of 
the pension at 5 April 2014 is £65,000 x 20 which is £1.3 million, plus £40,000 making a total of 
£1.34 million. 

 
This is above the Lifetime Allowance that applied from 6 April 2014 of £1.25 and so Member 6 is 
eligible for Individual Protection 2014, which means that he can protect the value of his pension 
accrued to 5 April 2014 up to a maximum value of £1.5m 

 
At that point Member 6 was unsure of their future retirement plans and decided to remain in 
the UUKPF and continue to build up registered pension scheme benefits. Member 6 applied 
for Individual Protection 2014 which gave him an individual Lifetime Allowance equal to the 
value of his benefits at 5 April 2014, i.e. £1.34 million. 

 
Important note: The deadline for applying for Individual Protection 2014 is 5 April 2017 so even 
if you have not applied yet and you believe your Lifetime Allowance at 5 April 2014 was £1.25m 
or more there is still time to register for Individual Protection 2014. 

 
By 1 April 2016 we will assume that Member 6’s combined Final salary and Career average 
pension has grown to £67,000 a year and the Investing plan to £45,000. This means the value of 
the combined pension and Investing Plan will be (£67,000 x 20) plus £45,000 which is £1,385,000 
. 
There is no advantage to this member in taking Fixed Protection 2016 as this would only 
protect a Lifetime Allowance of £1.25m and Member 6 already has a higher Lifetime Allowance 
of £1.34m protected through Individual Protection 2014. 

 
The member could still choose to opt out but decides to continue in the UUKPF. He retires at 1 
April 2018 by which time we will assume that the combined Final salary and Career average 
pension has grown further to £70,000 a year and the Investing plan to £50,000. 

 
Scenario 1 

 

Let’s assume that Member 6 retires at Normal Retirement Age and does not take any cash, the 
value of the combined pension and Investing plan for Lifetime Allowance purposes will be 
(£70,000 x20) plus £50,000 which is £1,450,000. 

 
Member 6 would therefore be liable for a tax charge on the excess of £110,000 above the 
personal Lifetime Allowance of £1.34 million. 
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Scenario 2 
 

Let’s assume that Member 6 has not reached Normal Retirement Age on 1 April 2018, but 
rather had chosen to retire early and does not take any cash. The combined pension is reduced 
by, say, 15%, for being taken early. The annual pension will therefore be £70,000 less 15% 
which is £59,500 a year plus £50,000 from the Investing plan. The value of the pension for 
Lifetime Allowance purposes will be (£59,500 x 20) plus £50,000 which is £1,240,000. 

 
The value of Member 6’s pension is significantly above the reduced standard Lifetime 
Allowance of £1.0 million, but below the personal Lifetime Allowance of £1.34 million and 
therefore no tax charge will be payable. In fact, Member 6 could have built up some further 
registered pension scheme benefits before a tax charge would have been payable. 

 
Please read the Important Legal Notes on page 4 which also apply to this Appendix B. 
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