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Pensions Bulletin March 2016 
This Bulletin contains information about recent changes to pension’s law and 
regulation which may affect our clients. Please read the information carefully and 
contact your financial adviser if you have any queries. 
 
Lifetime Allowance reduced to         
£1 million from 6 April 2016 

The Lifetime Allowance is the maximum amount of 
pension savings, that an individual can accumulate free 
of tax, across all pension funds. The Lifetime Allowance 
will be reducing from its current level of £1.25 million to 
£1 million on 6 April 2016. 

Members with enhanced, primary or fixed protection will 
not be affected by the reduction in the lifetime 
allowance.  However, please be aware that a member 
will lose fixed or enhanced protection if further 
contributions are paid by them or on their behalf. 

HM Revenue & Customs (HMRC) have confirmed that 
from April 2016 there will be two new forms of protection 
available for those who have or may have pension 
savings above the new lifetime allowance. These are 
Individual Protection 2016 (IP2016) and Fixed Protection 
2016 (FP2016). If you wish to rely on either of these 
then you will need to apply online which will be available 
from July 2016.  There does not currently appear to be 
an application deadline for these protections. If you wish 
to take benefits before July 2016 and intend to rely on 
IP2016 and/or FP2016 an interim process has been put 
in place.  

It has been confirmed that the Lifetime Allowance will be 
indexed annually in line with Consumer Price Index 
(CPI) from 6 April 2018. 

 

Annual Allowance reduced for ‘high 
earners’ 

The annual allowance is the total amount that can be 
contributed to pension schemes for an individual each 
year that will qualify for tax relief.  The standard annual 
allowance is currently £40,000 although this reduces to 
£10,000 per annum for money purchase schemes if a 
member has flexibly accessed their pension. 

From 6 April 2016, the annual allowance available to 
‘high earners’ – those with an ‘adjusted income’ of over 
£150,000 – will be reduced. ‘Adjusted income’ includes 

all income earned by the individual plus any pension 
contributions made for them. 

The rate of reduction in the annual allowance is £1 for 
every £2 that the adjusted income exceeds £150,000 up 
to a maximum reduction of £30,000. 

Individuals who have flexibly accessed their pension 
savings will continue to have a money purchase annual 
allowance of £10,000 but there will be restrictions on the 
level of contributions that can be made to defined benefit 
savings. 

If your income is less than £110,000 pa your pension 
contributions need not be included. 

 

Pension Input Periods 

A pension input period (PIP) is normally a 12 month 
period used to measure contributions paid or benefits 
accrued for testing against the annual allowance. A PIP 
does not always align with tax years. 

To ensure that the reduction in the annual allowance 
above works as intended, legislation has been 
introduced to align PIPs with tax years going forward.  
All PIPs open on the 8 July 2015 were closed on the 8 
July 2015 and the current PIP for these arrangements 
runs from 9 July 2015 and will close on the 5 April 2016. 
All subsequent PIPs will run in line with tax years and it 
will not now be possible to vary a PIP. 

Some members may have already made contributions to 
their pension fund expecting these contributions to be 
tested against a different tax year due to the date of their 
PIP.  Transitional rules have therefore been introduced 
to ensure that these individuals are protected from any 
tax charge.  

Since many members will have multiple PIPs in the 
2015/16 tax year, a total annual allowance of up to 
£80,000 has been introduced for this year only (plus any 
available carry forward).  Savings from 09 July 2015 to 
05 April 2016 have a nil annual allowance, but up to 
£40,000 of any unused annual allowance from the 
period up to 08 July 2015 is added to this.  If an 
individual was not a member of a registered pension 
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scheme between 06 April 2015 and 08 July 2015 they 
will only have an annual allowance of £40,000 for the 
period 09 July 2015 to 05 April 2016. 

 

Pension Wise 

Pension Wise is a free and impartial service which offers 
guidance and can help members understand their 
retirement options.  The services of Pension Wise have 
now been extended to allow anyone aged 50 and above 
to access the service.  The Pension Wise website is 
www.pensionwise.gov.uk  alternatively you can call 030 
0330 1001. 

 

Death Benefits 

From 6 April 2015 any lump sum death benefit paid from 
a pension scheme was taxed at 45% when the owner of 
the pension rights died over age 75.  From 6 April 2016 
the 45% tax charge will be reduced to the recipients’ 
marginal rate of income tax.  Where the recipient does 
not have a marginal rate, for example the recipient is a 
trust or a company, then the 45% tax charge will 
continue to apply. 

 

Expression of Wish 

Following the recent changes, we have updated our 
Expression of Wish form. The way that “nominee” is 
defined by tax legislation could stop drawdown being 
offered to suitable beneficiaries in certain circumstances.  
This is because “nominee” for drawdown purposes 
means an individual who is not a dependant and who is 
nominated by you.  Due to this we have added a 
checkbox to the form which you can elect to tick 
enabling us to offer drawdown as an option to all 
nominees.  As scheme administrator we will then have 
greater scope to offer drawdown as an alternative to 
lump sums.   

It is important that you take professional advice to 
ensure that you fully understand your options and their 
implications and that your nomination form is kept up to 
date. 

 

Reduced limit on compensation from 
the Financial Services Compensation 
Scheme 
As we are sure you are aware, any money held within 
your Plan bank account is covered by the Financial 
Services Compensation Scheme (FSCS). The FSCS is a 
compensation fund of last resort for customers of financial 

services firms. The maximum compensation available 
should your Plan bank fail reduced from £85,000 to 
£75,000 from the 1st January 2016, including any 
personal accounts you may have with the same Bank. 

 

March Budget 2016 
There were no significant changes made to pensions in 
the budget. 

About this document 
This Update is based on our understanding of the recent 
changes to pension’s law and regulation. 

Every care has been taken to ensure that it is correct.  It 
is issued by DP Pensions Ltd for use by Pension clients 
and their advisers. 

Please note that DP Pensions Ltd and D A Phillips & Co 
Ltd are not authorised to give financial advice.  We do not 
know all of your circumstances or details of any other 
pension schemes of which you are a member.  You 
should contact your financial adviser for help on how this 
legislation may affect you personally. 

No responsibility to any third party is accepted if this 
information is used for any other purpose.  The legislation 
and HMRC practice may change in the future.  

If you have any queries regarding the information in this 
Bulletin and how it affects your circumstances then please 
contact your financial adviser. 

This bulletin was issued by DP Pensions Ltd. Our contact 
details are as follows: 

DP Pensions Limited 
Bridewell House, Bridewell Lane, Tenterden Kent, TN30 
6FA 

Tel: 01580 762 555     Fax: 01580 766 444 

Email: mail@dapco.co.uk  

Web: www.dapco.co.uk 

Authorised and regulated by the Financial Conduct 
Authority 

Registered in England No 4622475 Registered Office as 
above 

http://www.pensionwise.gov.uk/

