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What does pension release mean? 
 
All non-state pension schemes have the option of taking up to 25% of the pension 
fund as a tax free lump sum upon retirement age. However, if you are aged 55 years 
or over and have a sufficient amount in your pension fund it may be possible to 
unlock the pension fund early and access this tax free lump sum before you retire. 
This is called pension release or pension unlocking.  
 
Depending on the type of pension you have, a pension release scheme can provide 
you with the options outlined below: 
 
Pension Release options Provides.... 

Tax free lump sum 

Up to 25% of the pension fund's value as a one off cash 
payment. You don't have to take the full 25%, you can 
take a smaller percentage i.e. 10% and take the 
remaining 15% as a tax free lump sum later on or when 
you retire.    

Regular income 

A regular taxable income either through buying an 
annuity (giving an insurance company a lump sum in 
return for regular payments to you) or leaving the funds 
invested and drawing directly from the pension fund.  

 
Pension release schemes have risks associated with them and it is recommended 
you have at least £15,000 in your pension fund, before you consider taking anything 
out of it. Everyone's pension schemes and circumstances are different so it's very 
important to take independent financial advice before considering a pension release.  
 

 

Taking funds out of your 
pension early will reduce 

the amount of income you 
get from your pension when 
you retire, pension release 
is not suitable for everyone. 

 
If you take an early pension release, you can still continue to make additional/new 
contributions to your pension. These will attract tax relief and will be combined with 
the balance of your existing pension fund when you retire. You can continue to work 
after taking a pension release. 
  
This guide explains how pension release schemes work, along with things to 
consider. We also provide helpful resources and links to experts who can give you 
advice on whether a pension release scheme is appropriate for you. 



Why would I need to unlock my pension 
early? 
 
If you are struggling financially or have something specific you need to pay for and 
can't obtain funds from anywhere else, unlocking part of your pension fund early may 
be an alternative way to obtain extra income or a tax free lump sum. 
 
Taking out a new loan from a Bank or finance company, with potentially high interest 
rates may not be the best option for someone approaching retirement. For some 
people the benefit of taking an amount out of their pension early and reducing their 
future pension income, may out weigh the costs of financing a loan. 
 
Alternatively if you are paying into an older UK pension scheme which has had low 
returns as a result of falls in the stock market, your financial adviser may suggest you 
transfer your pension into another high performing scheme. During the process of 
transferring a pension, it has to be unlocked so this also provides an opportunity to 
take a pension release tax free lump sum. 
  
If your circumstances are suitable and your pension scheme allows for a pension 
release you can use the money however you wish, for example to: 
 
 pay off your mortgage 
 pay for a wedding 
 cover medical expenses 
 assist debt consolidation 

 
However, because the long term benefits of a pension are hard to replace it is very 
important that all other possible finance options, such as re-mortgaging, personal 
loans, or using other savings or assets to raise cash, are considered thoroughly 
before unlocking a pension. 
 
 

 

The complicated and often lengthy 
nature of pension releases means 

they are not necessarily a 'quick-fix' 
for short-term financial problems. 

 
 
In all cases you must be sure that your needs are genuine and they justify the loss of 
income you will incur later in life. The costs and risks associated with a pension 
release are usually only justified in a very limited number of circumstances.    
 



How do I release my pension? 
 
The first step towards a pension release is to find a suitably qualified financial 
adviser. Releasing a pension requires the advice and assistance of either an 
independent financial adviser who is a pensions specialist, or a pension release 
consultant who is qualified to give pensions advice. Giving pensions advice is 
regulated by the Financial Services Authority (FSA) and The Chartered Insurance 
Institute Certificate in Financial Planning (1 - 5), is a minimum requirement for an 
adviser to deliver pensions advice unsupervised. 
 
A pensions adviser will work with you to help you understand the details of your 
existing pension scheme(s) and obtain a detailed understanding of your personal 
objectives and circumstances. They can then explain the options available to you and 
any advantages or disadvantages of releasing benefits from your pension now.  
 
A personally recommended pensions adviser is ideal, but if no-one can recommend 
one to you, there are helpful websites such as www.unbiased.co.uk/ which enable 
you to find local, professional advice. Just choose the service you need, tick your 
requirements and they send you details of appropriate, qualified advisers close to 
your home or office. 
 
Take the time to meet with two or three advisers to find one you are comfortable with, 
you are going to need to talk to them in detail about your personal and financial 
circumstances so it's important you have a good personal relationship with them. 
Most advisers will be happy to give you an initial half hour consultation for free. When 
you meet them take the opportunity to ask them about:  
 
 their professional qualifications 
 their level of expertise in relation to pensions 
 what on-going services they offer, i.e. annual reviews 
 what their hourly rate is, and any additional consultation or annual charges 
 testimonials from their other clients 

 
Alternatively there are several online companies who specialise in pension releases 
and who can put you in touch with their own qualified advisers. Just doing an online 
search using the keywords "pension release" or "pension unlocking" will bring up 
several companies. These types of online pension release advisers won't necessarily 
be 'independent' as they may have a limited number of pension release scheme 
providers they regularly use, but because they are specialists they are likely to have 
a high level of pension release expertise. These companies offer free, no obligation 
advice and only charge for their services if you decide to go ahead with the pension 
release through them.       
 
Unlocking your pension can have far reaching impacts on your financial future so 
taking the time to find an adviser you can trust, and who has the appropriate 
qualifications to assist you is essential.  

http://www.fsa.gov.uk/
http://www.unbiased.co.uk/


Applying for a pension release scheme 
 
Whether you use an online pension release company or an independent pensions 
adviser the process of applying for a pension release involves several stages as 
outlined in the table below: 
 
Application step What happens 

Initial meeting/ 
contact 

You will be required to provide your: 
 full name 
 residential and postal address 
 email/telephone details 
 date of birth 
 UK residency status 
 full details of your existing pension scheme(s), including 

who they are with and how much is in them. 
You will be asked to sign an original 'Letter of Authority' to 
enable the adviser to obtain specific information from your 
pension provider(s) on your behalf (including any transfer 
values). 

Follow up 
consultation 

The adviser will ask for more details of your personal 
circumstances, i.e. why you are considering a pension release. 
You will also need to provide details of your current finances 
and anything else that may help the adviser.   

Analysis 

Using the information you have provided and information 
obtained from your pension provider(s), including whether your 
current pension plan can release your benefits directly to you, or 
has to be transferred to a new plan; the adviser will analyse and 
identify your options, and weigh up their advantages and 
disadvantages for you.  

Recommendations 

You will receive a written report from the adviser containing: 
 a summary of advice given 
 details of whether a transfer to a new pension provider is 

required  
 the amounts available to release from your pension(s) 
 all the charges and fees applicable  
 the long term effects on your pension income at 

retirement. 
If it's not in the written report, ask your adviser about the tax 
implications of taking a pension release. For example, if you 
choose to invest a part of the tax free lump sum, that investment 
may be subject to capital gains and/or income tax. Ask whether 
your pension credit or council tax and housing benefits would 
also be affected.  

Decision 

Using the written recommendations and further discussions with 
your adviser, family and/or friends, you decide whether or not to 
proceed with the pension release. Think very carefully about 
whether the short term gain of getting a tax free lump sum now 
out weighs the processing costs and potential loss of long term 
retirement benefits. If you are unsure don't hesitate to get a 
second opinion from another independent financial adviser or 
agency such as The Citizens Advice Bureau.   



 
If you decide to proceed with the pension release your adviser will make the 
necessary arrangements for you, including: 
 
 transferring your existing pension(s) to a new provider (if applicable) 
 ensuring charges and fees, such as exit fees, penalty charges for taking the 

pension benefits early, set up and administration fees, adviser charges, etc., 
are paid either: 

o directly by you, or 
o applied to the pension fund itself, or 
o deducted from your lump sum payment before it is sent to you. 

 transferring the tax free lump sum into your bank account and/or arranging for 
any ongoing regular deposits.    

 
If your existing pension(s) have been transferred to a new pension scheme as a 
result of the pension release you may also require ongoing assistance or advice 
regarding new investment plans that have been set up for you, so check with your 
adviser.  
 
 

 

Keep all the paper work regarding your 
pension release and any new pension 
schemes that have been set up for you 

in a safe place! 

 



Frequently asked questions 
 
Here are some frequently asked questions and their answers which may also assist:  
 

What types of pension schemes can be accessed for pension release? 
 
All UK personal pensions, including stakeholder, Self Invested Personal Pensions 
(SIPPs) and defined contribution money purchase schemes can be unlocked for the 
purpose of a pension release. Most company pensions including final salary and 
occupational pensions can either be accessed directly or have the option to be 
transferred to a personal pension, to enable it to be accessed. However, it is usually 
not possible or advisable to try to unlock a company pension scheme while you are 
still working for that company and are still eligible for contributions. The majority of 
public sector, i.e. local government or public service pension schemes can also be 
accessed for pension release schemes. Some types of defined benefit schemes such 
as Section 32 Buy Out Bonds S32 (pension plans that have already accepted a 
transfer from a defined benefit pension scheme, such as a Teachers' pension 
scheme) can't be accessed or transferred to a pension release scheme. State 
Pensions can not be accessed for a pension release.  
 
 

What if my current pension scheme doesn't allow for a pension release? 
 
In these circumstances, it may be possible to transfer your current pension fund into 
a new scheme, from which you can then release the benefits through a pension 
release scheme. But this is likely to result in higher costs so always take independent 
financial advice from a pensions specialist first. 
 
 

I can't remember who my pensions are with or how much is in them 
 
The Government offers a free online pension tracing service through their website at 
www.direct.gov.uk for personal and employer pensions. Alternatively you can try 
contacting your previous employers as they should have details of any pensions you 
had with them, depending on how long ago you left their service. 
 



Where can I go to get more help? 
 
The following links may also provide additional help and information:  
 
The Pensions Advisory Service (TPAS), is an independent voluntary organisation, 
grant-aided by the Department for Work and Pensions (DWP). They provide 
information and guidance on all pension matters, including state, company, personal 
and stakeholder schemes. They can also help if you have a problem, complaint or 
dispute with your occupational or private pension arrangement.  
 
For tax enquiries regarding your pension or questions about how your pension and 
entitlements may be affected if you move abroad, HM Revenue and Customs have 
some helpful online fact sheets at: www.hmrc.gov.uk/pensionschemes/simplification-
factsheets 
 
Reputable pension release advisers and providers should be a member of the 
Financial Services Association (FSA). Check the FSA register at 
www.fsa.gov.uk/Pages/register/ to see whether they are registered and regulated by 
the FSA. 
 
If you've lost details about a pension scheme (including work related pensions) and 
need help contacting the provider, The Pension Tracing Service may be able to help. 
Find out what the service can do for you and how you can contact them at: 
www.direct.gov.uk/en/Pensionsandretirement 
 
Pension release is a complex and risky exercise so always take independent 
financial advice, find a suitable independent financial adviser who is also a pension 
specialist through unbiased.co.uk. 
 
The Citizens Advice service provides help with legal, money and other problems via 
free, independent and confidential advice, contact the Citizens Advice Bureau at 
www.citizensadvice.org.uk 
 

http://www.pensionsadvisoryservice.org.uk/
http://www.hmrc.gov.uk/pensionschemes/simplification-factsheets.htm
http://www.hmrc.gov.uk/pensionschemes/simplification-factsheets.htm
http://www.fsa.gov.uk/Pages/register/
http://www.direct.gov.uk/en/Pensionsandretirementplanning/PlanningForRetirement/AboutToRetire/DG_10027189
http://www.unbiased.co.uk/
http://www.citizensadvice.org.uk/
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