
Commentary on... a true partnership approach

Pensions Lifetime Allowance: Fixed and Individual Protection

The lifetime allowance (LTA) reduced from £1.5m to £1.25m with effect from 6 April 2014. To protect 
those with pension assets in excess of £1.25m, the government introduced fixed protection 2014 (FP14) 
registration for which closed on 5 April 2014 and individual protection 2014 (IP14) registration for which 
will be available until 5 April 2017.

Overview of FP14
An individual who has claimed FP14 will have a protected LTA of 
£1.5m. However, FP14 will be lost if the individual makes additional 
money purchase contributions or accrues further defined benefits 
in excess of the permitted limit (basically in excess of inflation) after 
5 April 2014. Where FP14 is lost, the individual will revert to the 
standard LTA of £1.25m. Most individuals with FP14 would have 
opted out of active membership of all UK tax relieved pension 
schemes in order to maintain the protection offered by FP14.

Overview of IP14
In the 2013 Budget, the government announced that it would 
offer IP14 in addition to FP14, to give individuals greater flexibility 
in protecting their pension rights. After the normal consultation 
procedures, the government’s response and draft legislation to be 
included in the Finance Bill 2014 is as follows:

• IP14 will be open to individuals with pension savings of more 
than £1.25m on 5 April 2014 provided that they do not have 
primary protection. The value of the individual’s pension benefits 
as at 5 April 2014 will become the individual’s ‘personalised’ LTA 
(but not exceeding £1.5m).

• IP14 will not be lost if there is any subsequent benefit accrual 
(although it is likely that any further accrual will give rise to the 
LTA tax charge when benefits come into payment). 

 This will be particularly welcome for those who need to continue to 
accrue benefits in order to keep their life assurance cover in force.

• Individuals with fixed protection with pension savings of more 
than £1.25m on 5 April 2014 can also apply for IP14. Fixed 
protection will take precedence, but should fixed protection be 
lost, the individual will revert to IP14.

• IP14 will cease to apply if the standard LTA increases above the 
personalised LTA.

• IP14 is open to those who have enhanced protection (provided 
that they do not also have dormant primary protection) on 6 
April 2014.

• Tax free cash will be limited to 25% of the personalised LTA.

• The personalised LTA will be adjusted (and may be lost) on 
subsequent pension sharing on divorce.

• The personalised LTA will not be adjusted for AA ‘Scheme Pays’ 
deductions.

Registration for IP14 will be available mid-August 2014 and 
applications must be received by HM Revenue and Customs by 5 
April 2017. Although there is a 3 year window to enable individuals 
to collate information on all their pension arrangements as at 5 
April 2014, we recommend that those considering IP14 should 
request this information now from each of their pension schemes 
or pension providers.
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Please contact your Barnett Waddingham consultant if you would like to discuss 
any of the above topics in more detail. Alternatively contact us via the following:

 bhargaw.buddhdev@barnett-waddingham.co.uk

 +44 (0) 20 7776 2200
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