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1 Introduction 
 
 
This booklet is about the Keele Superannuation Scheme (“the Scheme”).  The Scheme 
is a ‘Final Salary’ or ‘Defined Benefit’ scheme that provides a pension at retirement that 
relates to each member’s length of Pensionable Service in the Scheme and their salary 
at or near to retirement (or leaving or death if earlier).  You may have plans at 
retirement which will require some ready cash – the Scheme provides this option too, 
and more immediately, there’s security for your family so that they will have some 
provision if the worst should happen and you don’t reach retirement. 
 
The Scheme closed to new entrants on 11 May 2001.  Therefore, employees are no 
longer eligible to join the Scheme. 
 
This booklet includes the changes made to the Scheme in recent years and, in 
particular, those that came into force on 6 April 2006 (“A-day”).  A summary of the main 
changes that have been introduced is provided in Section 17.  The taxation of pension 
schemes has also changed and these changes are set out in Section 18. 
 
Naturally this booklet can only provide a brief description of the Scheme and how it 
works.  The legal basis of the Scheme is the Trust Deed and Rules, which in the event 
of any inconsistency, will always over-ride any information in this booklet.  A copy of 
the Trust Deed and Rules is available on request (see Section 20). 

KPMG LLP acts as advisers to the Trustees of the Scheme and not to individual 
members.  No financial advice can be given to members by KPMG LLP, the Trustees 
or the Payroll and Pensions Office.  Details of where independent financial advice can 
be obtained are contained in Section 16. 

Enquiries about the Scheme generally, or about an individual’s entitlement to benefit, 
should be directed to:  

Ms Ann Allender 
Pensions and Payroll Manager 
Payroll and Pensions Office 
Directorate of Finance & IT 
Keele University 
Keele 
Staffordshire 
ST5 5BG 
 
Telephone 01782 733773 
Email a.allender@fin.keele.ac.uk 

          
 

July 2011 
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2 Definitions used in this Booklet 
 
This Booklet uses certain terms and expressions that have specific meanings.   You 
may find it will help your understanding if you refer back to this page as you read the 
Booklet.   The terms most frequently used are as follows: 
  

  

Payflex+ Keele University Salary Sacrifice arrangement. Please refer 
to information available from the University for further details 
on this arrangement. 

Contribution Salary your basic annual salary received during each pay period. If 
you participate in Payflex+ this is your basic annual salary 
prior to any reduction being applied as a result of your 
participation in this arrangement. 

GMP Guaranteed Minimum Pension.  See Section 15 for further 
details.  

HMRC Her Majesty’s Revenue & Customs (formerly the Inland 
Revenue).  

Normal Pension Date the date at which you reach age 65.   

Pensionable Salary your basic annual salary on 1 August each year, subject to a 
cap (which was £117,600 for the 2008/09 tax year. If you 
participate in Payflex+, this is your basic annual salary prior 
to any reduction being applied as a result of your 
participation in this arrangement. 

Pensionable Service the number of years and months of continuous service you 
complete as a member of the Scheme paying normal 
contributions, subject to a maximum of 40 years unless the 
University determined otherwise. Any additional 
Pensionable Service resulting from a transfer-in to the 
Scheme is not subject to this 40 year maximum. 

Review Date 1 August in each year. 

Scheme the Keele Superannuation Scheme. 

Scheme Salary your basic annual salary at date of death. If you participate 
in Payflex+, this is your basic annual salary prior to any 
reduction being applied as a result of your participation in 
this arrangement. 

Spouse Your husband or wife if you are married, or if you have 
entered into a Civil Partnership, your Civil Partner. 

Trustees the Trustees of the Keele Superannuation Scheme. 

University Keele University. 
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3 The Scheme in brief 
 
 
The benefits 
 
After you retire, you will receive your pension which is a regular income based on your 
earnings at or near to retirement and paid for the rest of your life (see Section 5). 

When you retire you will be able to exchange part of your pension for a cash lump sum 
(see Section 5). 

You may be able to retire early (with a smaller pension) with the University’s consent 
(see Section 6).   

If you leave before retirement, you may have the option of either leaving your benefits 
in the Scheme (becoming a deferred pensioner) or transferring them out (see Section 
11). 

The Scheme provides benefits for your family should you die (see Sections 9 & 10). 

You will receive a Benefit Statement each year detailing your individual benefits.  This 
will show your accrued pension entitlement at the date of your statement together with 
your estimated pension at ages 60 and 65.  It also sets out the estimated benefits your 
dependants may receive should you die whilst an active member of the Scheme or 
whilst in receipt of a pension. 

Who pays? 

The Scheme is paid for by both the University and the active members. Contributions 
are paid into a special fund which is invested and then used to provide members’ 
benefits when they become payable in the future. 

Tax advantages (under current tax rules) 

You get tax relief on your contributions (see Section 4). 

You may take part of your pension as a ‘Pension Commencement Lump Sum’.  This is 
paid to you tax-free. 

Any lump sum death benefit paid to your beneficiaries is normally tax-free. 

The Scheme’s investments generally grow free from Capital Gains Tax and any income 
from the Scheme’s investments is generally free from Income Tax. 
 
Please note that the Scheme closed to new entrants on 11 May 2001; therefore, 
employees are no longer eligible to join the Scheme.  In addition, the Scheme no 
longer accepts transfers-in from other pension schemes that you have been a member 
of.  
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4 Contributions and tax relief 
 
 
How much do I have to contribute? 
 
Members are currently required to contribute to the Scheme at a rate of 7.5% of their 
Contribution Salary. This contribution rate may change from time to time but members 
will be consulted before any change is implemented.  Contributions are deducted from 
your Contribution Salary each month and are payable until retirement, death or leaving 
the Scheme, whichever is the earlier.   
 
Where a member participates in Payflex+ these contributions are paid by the 
University on the member’s behalf and the member’s salary is reduced by an equal 
amount.  

 
How much does the University contribute?  
 
The University’s own contributions are determined by the University, on the advice of 
the Scheme Actuary, with the agreement of the Trustees. 
 
Tax Relief 
 
The actual cost to you of contributing to the Scheme will be less than 7.5% of your 
Contribution Salary.  This is because of the effects of tax relief, which is automatically 
applied at the highest rate at which you pay income tax.  For a basic rate (currently 
20%) taxpayer, each £100 of contribution will cost £80 after tax relief.  For a higher rate 
(40% for those with incomes below £150,000) taxpayer, each £100 of contribution 
costs £60 after tax relief. You will also pay a reduced rate of National Insurance 
Contributions as a result of the Scheme being contracted-out of the State Second 
Pension (S2P).  See Section 15 for more information.  By using Payflex+ to make 
contributions to the Scheme you will also save on National Insurance. 
 
Making additional contributions 

There are a number of ways in which you can make additional contributions towards 
your retirement – an overview of these options is given below.  However, other forms of 
saving are available and you should take independent financial advice if you are 
unsure as to which option is suitable for you.  Contributions to registered pension 
schemes are subject to rules set by HMRC.  These rules changed with effect from 6 
April 2006 and now allow members to contribute at higher levels than was previously 
allowed.  An overview of the new contribution limits is given in Section 18. 

Additional Voluntary Contributions (AVCs)  

AVCs are additional contributions paid to the Scheme on top of your normal member 
contribution.  Any such contributions paid by the member will not be matched or 
enhanced by the University. 
 
Members may make additional contributions to the Scheme’s designated AVC policy 
which is currently held with Clerical Medical. 
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An existing AVC arrangement with Equitable Life continues to receive contributions but 
is no longer open to new joiners. 
 
There are also some members who pay AVCs directly into the Scheme in return for 
added years of Pensionable Service.  Please note that the option to pay AVCs on this 
basis is no longer open. 
 
With the exception of a few members who pay AVCs in return for added years of 
Pensionable Service, benefits from AVCs are on a ‘money purchase’ basis.  This 
means that the benefits that are eventually payable will depend on the amount 
contributed, the investment returns achieved (after charges) on the selected funds, the 
cost of buying a pension when you retire and the type of pension you select when you 
retire.  At retirement you will also have the option of taking your AVCs as cash subject 
to the overall limit on cash referred to in Section 18. 
 
Please note that if you do not take your AVC fund as cash on retirement, then you will 
have to use it to purchase a pension with an insurance company.  You will only be 
allowed to use your AVC fund to purchase a pension in the main Scheme if you can not 
take it as cash and it is too small to purchase a pension on the open market. 
 
Please also note that any AVCs that you pay are not included within Payflex+.  This 
means that you will continue to pay AVCs in the same manner as you were prior to the 
introduction of Payflex+. 
 
Free Standing Additional Voluntary Contributions (FSAVCs) 
 
FSAVC polices are also available to members of occupational pension schemes who 
wish to make additional contributions, but they are completely separate from the 
occupational pension scheme.  

If you wish to commence paying FSAVCs then you yourself would need to arrange for 
a policy to be set up with your chosen provider, and you would need to make your own 
arrangements for your contributions to be paid direct to the provider.   

Stakeholder and Personal Pensions 
 
You may also make contributions to a Stakeholder or Personal Pension.  You would be 
responsible for establishing your Stakeholder or Personal Pension with a provider of 
your choice, and for making your own arrangements for contributions to be paid to it. 

Further Information 

The Financial Services Authority (FSA) has produced guides to pensions, including 
information on topping up your pension, which can be accessed on the pensions 
publications pages of the FSA website at: 

http://www.moneymadeclear.fsa.gov.uk/pensions 
 
 

http://www.moneymadeclear.fsa.gov.uk/pensions
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5 Benefits at Normal Pension Date 
 
If you retire at your Normal Pension Date you will receive a pension based on your 
completed Pensionable Service and your Final Pensionable Salary.   Your pension will 
be calculated as 1/60 x Final Pensionable Salary x Pensionable Service. 
 
Final Pensionable Salary means the greater of: 
 
(a) the highest annual average Pensionable Salary over any three consecutive 
 years  within the thirteen years (or such shorter period as is available) ending 
 on the Review Date coincident with or immediately prior to the member’s 
 Normal Retirement Date or earlier date of death or leaving the Scheme; or 
 
(b) the highest Pensionable Salary received in the three years (or such shorter 

period as is available) ending on the Review Date coincident with or 
immediately prior to the member’s Normal Retirement Date or earlier date of 
death or leaving the Scheme; or 

 
(c) on or after 10 March 1993, the member’s basic salary received in the twelve 
 month period ending on the member’s Normal Retirement Date or earlier date 
 of death or leaving the Scheme. 
 
Note:  
In calculating Final Pensionable Salary, each Pensionable Salary amount, except that 
declared at the Review Date immediately preceding the member’s Normal Retirement 
Date or earlier date of death or leaving the Scheme, will be increased in line with the 
increase in the Retail Prices Index between the date the Pensionable Salary was 
declared and the Review Date immediately preceding the member’s Normal 
Retirement Date or earlier date of death or leaving the Scheme. 
 
Example pension calculation  

 
A member who reaches Normal Pension Date in 2006 with 30 years’ Pensionable 
Service and a Final Pensionable Salary of £20,000 would receive the following pension 
in addition to their Basic State Pension:  

 
1/60 x £20,000 x 30 years = £10,000 per annum 

 
Pensions in payment are subject to income tax but not National Insurance 
Contributions.  Pensions are paid monthly in arrears for the rest of your life. 
 
Pension commencement lump sum 
 
On retirement you may choose to exchange part of your pension for a ‘pension 
commencement lump sum’.   Under current legislation this is paid to you tax-free.   
 
The exact amount of the pension commencement lump sum available from the 
Scheme at retirement, and the amount of pension you would need to exchange for it, 
cannot be calculated in advance, as it depends on a number of variable factors.  You 
will receive details of the maximum amount of pension commencement lump sum 
available to you prior to your retirement.  You can then decide on whether to take any 
amount up to this maximum or no amount at all if you would prefer not to exchange 
part of your pension for a lump sum. 
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The rules regarding the maximum lump sum you can take on retirement were changed 
with effect from 6 April 2006.  The Scheme has taken advantage of these new limits 
and this may mean that you can take a higher pension commencement lump sum than 
was previously allowed.  HMRC’s calculation for the maximum amount of pension 
commencement lump sum it will allow you to have is set out in Section 18. 
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6 Early retirement benefits other than on grounds of 
 incapacity 
 
 
With the agreement of the University, you can retire at any time after you reach age 55.    
However, University consent to early retirement is not required if you retire on or after 
your 60th birthday. 
 
Early retirement will result in a lower pension than at your Normal Pension Date 
because: 

1. Your pension is based on your Final Pensionable Salary at the date of your early 
retirement, which is usually lower than it would have been at your Normal Pension 
Date   

2. You will have completed fewer years of Pensionable Service 

3. You are retiring at a younger age, so your pension will be reduced as it is expected 
to be paid for longer. 

 
Note: 
 
The part of your pension accrued prior to 1 August 2001 will only be reduced if you 
retire before age 60 and only then by reference to the period between your date of 
retirement and your 60th birthday.  The part of your pension accrued from 1 August 
2001 will be reduced if you retire before age 65 by reference to the period between 
your date of retirement and your 65th birthday.   
 
The Scheme must ensure that the pension you are receiving at State Pension Age is 
not less than your GMP. Therefore, it may be necessary to restrict the early retirement 
option if your GMP represents a major part of your early retirement pension (see 
Section 15). 
 
You may be permitted to retire earlier than age 55, but only on grounds of incapacity – 
see Section 7. 
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7 Early retirement on the grounds of incapacity 
 

You may be able to retire early at any age on the grounds of incapacity if the Trustees 
and University receive evidence from a registered medical practitioner that you are 
(and will continue to be) incapable of carrying on with your normal occupation or your 
earning capacity is (and will continue to be) seriously impaired either through mental or 
physical deterioration. The continued payment of this pension is subject to regular 
reviews by the Trustees, for which purpose they may call for independent medical 
advice. 
 
The pension payable would be calculated using the Pensionable Service that you could 
have completed had you remained in Service until your Normal Pension Date. 
 
If your health improves to the extent that, in the Trustees’ opinion based on 
independent medical advice, you are able to follow your previous occupation or your 
earning capacity improves, the Trustees may suspend or if relevant legislation permits, 
reduce your pension until your Normal Pension Date.  You will then be notified of the 
revised benefits payable to you at your Normal Pension Date. 
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8 Late retirement 

 
The University may agree to you continuing in employment as a permanent employee 
after your Normal Pension Date.  In these circumstances you may choose either to: 
 
• Cease to pay contributions and begin to receive a pension calculated as if you left 

Service at your Normal Pension Date, or 
 
• Cease to pay contributions and defer payment of your pension to a later date at which 

time it will be calculated at your Normal Pension Date and then increased for the 
period of deferment on a basis advised by the Scheme Actuary, or 

 
• Continue to pay contributions at the normal rate and continue to accrue pension on 

the normal basis until your actual date of leaving. 
 
Should you fail to indicate how you wish to treat the period of Service after your Normal 
Pension Date; the Trustees will assume that you wish to accrue benefits in accordance 
with the third option above.   
 
Your entitlement to death in service benefits will only continue if you continue to 
contribute at the normal rate and to accrue pension on the normal basis under option 
three above. 
 
Unless the University determines otherwise, your Pensionable Service (excluding any 
additional Pensionable Service from a transfer-in) is subject to a maximum of 40 years 
even if you continue in the Scheme beyond your Normal Pension Date. 
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9 Benefits on death in Pensionable Service 
 
Lump Sum Death in Service Benefit 
 
If you die in Pensionable Service a lump sum of twice your Scheme Salary plus a 
refund of your own contributions with interest plus the value of any money purchase 
AVC fund you have built up will be paid.  If you participate in Payflex+, then the refund 
of your own contributions will include any contributions paid by the University on your 
behalf. 
 
This lump sum is payable under a discretionary trust whereby the Trustees of the 
Scheme decide to whom, and in what proportions, the lump sum benefit is paid.  Under 
current legislation this means that the payment is not subject to tax. 
 
In order to help the Trustees in their decision you should complete an "Expression of 
Wish Form".   This is not binding on the Trustees but will be considered by them when 
making a decision as to the payment of death benefits.  Forms are available from the 
Payroll and Pensions Office at any time and you should ensure that a revised form is 
completed if your wishes change.  The Trustees recommend that you complete a new 
Form at least every three years. 
 
Spouse’s Pension 
 
If you are married, the Scheme will also provide a pension for your spouse.  This 
pension equals one half of the pension you would have received at Normal Pension 
Date, based on your Final Pensionable Salary on or before your death and the 
Pensionable Service you would have completed had you reached Normal Pension 
Date.  This pension is payable monthly in arrears for the rest of your spouse’s life. 
 
If your Spouse is more than 10 years younger than you, the pension will be reduced by 
such an amount as the Trustees shall decide to be appropriate, having regard to 
actuarial advice.  However, the pension will not be reduced so as to be less than the 
Spouse’s GMP in respect of Pensionable Service up to 6 April 1997 and the minimum 
level of benefits required under the ‘reference scheme test’ in respect of Pensionable 
Service completed after 6 April 1997 (see Section 15). 
 
If you are single, widowed or divorced at the date of your death, or your Spouse 
subsequently dies, the Spouse’s pension will be paid to your Eligible Child or Children. 
 
Civil Partner’s Pension 
 
If you are in a Civil Partnership then a pension will be paid to your Civil Partner in the 
event of your death in Pensionable Service.  Such pension shall be calculated in the 
same manner as the Spouse’s pension except that it shall only be calculated by 
reference to your Pensionable Service on and from 5 December 2005. 
 
If your Civil Partner is more than 10 years younger than you, the pension will be 
reduced by such an amount as the Trustees shall decide to be appropriate, having 
regard to actuarial advice.  However, the pension will not be reduced so as to be less 
than the Spouse’s GMP calculated by reference to Pensionable Service accrued from 6 
April 1988 to 6 April 1997 and the minimum level of benefits required under the 
‘reference scheme test’ in respect of Pensionable Service completed after 6 April 1997 
(see Section 15). 
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If your Civil Partner subsequently dies, the Civil Partner’s pension will be paid to your 
eligible Child or Children. 
 
Children’s Pension 
 
Whether or not you leave a surviving Spouse or Civil Partner on your death, an Eligible 
Child’s or Children’s pension is immediately payable in the event of your death equal to 
one half of the Spouse’s Pension described above.  In the event of there being more 
than one Eligible Child, then the Children’s Pension will be split between the Eligible 
Children. 
 
“Eligible Child” includes a child who is: 
 
 Under 18 years of age; or 
 Aged 18 or over and under age 23 and in full time education or training approved 

by the Trustees; or 
 Aged 18 or over and mentally or physically incapacitated. 

 
For the avoidance of doubt, if any of the above conditions no longer apply, then the 
Eligible Child’s pension will cease. 
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10 Benefits on death after retirement 
 
 
Lump Sum  
 
If you die within 5 years after your retirement, your beneficiaries or estate will receive 
the value, as determined by the Scheme’s actuary, of the unpaid balance of the five 
years’ pension payments, as a lump sum.   This lump sum will be tax free as long as 
the lifetime allowance is not exceeded. 
 
If you retire after age 70 and die within 5 years but after age 75, it will not be possible 
to pay this benefit as a lump sum.  Instead, your pension will continue to be paid as a 
pension to your beneficiaries until the end of the five year period and it will be taxed as 
income in the normal way. 
 
Spouse’s Pension 
 
If you are married, a spouse’s pension will be paid monthly in arrears for the rest of 
your spouse’s life beginning on the date of your death.  The annual amount will be 50% 
of the full pension to which you were entitled at retirement (i.e. before you exchanged 
any of your pension for a tax-free cash sum), plus any increases since then to the date 
of your death. 
 
If your Spouse is more than 10 years younger than you, the pension will be reduced by 
such an amount as the Trustees shall decide to be appropriate, having regard to 
actuarial advice.  However, the pension will not be reduced so as to be less than the 
Spouse’s GMP in respect of Pensionable Service up to 6 April 1997 and the minimum 
level of benefits required under the ‘reference scheme test’ in respect of Pensionable 
Service completed after 6 April 1997 (see Section 15). 
 
If you are single, widowed or divorced at the date of your death, or your Spouse 
subsequently dies, the Spouse’s pension will be paid to your Eligible Child or Children. 
 
Civil Partner’s Pension 
 
If you are in a Civil Partnership then a pension will be paid to your Civil Partner in the 
event of your death in retirement.  Such pension shall be calculated in the same 
manner as the Spouse’s pension except that it shall only be calculated by reference to 
your Pensionable Service on and from 5 December 2005. 
 
If your Civil Partner is more than 10 years younger than you, the pension will be 
reduced by such an amount as the Trustees shall decide to be appropriate, having 
regard to actuarial advice.  However, the pension will not be reduced so as to be less 
than the Spouse’s GMP calculated by reference to Pensionable Service accrued from 6 
April 1988 to 6 April 1997 and the minimum level of benefits required under the 
‘reference scheme test’ in respect of Pensionable Service completed after 6 April 1997 
(see Section 15).. 
 
If your Civil Partner subsequently dies, the Civil Partner’s pension will be paid to your 
eligible Child or Children. 
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Children’s Pension 
 
Whether or not you leave a surviving Spouse or Civil Partner on your death, an Eligible 
Child’s or Children’s pension is immediately payable in the event of your death equal to 
one half of the Spouse’s Pension described above.  In the event of there being more 
than one Eligible Child, then the Children’s Pension will be split between the Eligible 
Children. 
 
“Eligible Child” includes a child who is: 
 
 Under 18 years of age; or 
 Aged 18 or over and under age 23 and in full time education or training approved 

by the Trustees; or 
 Aged 18 or over and mentally or physically incapacitated. 

 
For the avoidance of doubt, if any of the above conditions no longer apply, then the 
Eligible Child’s pension will cease. 
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11 Leaving the Scheme 
 
 
If you leave the University then your Pensionable Service will automatically cease.  If 
you wish to leave the Scheme whilst remaining employed by the University then you 
must give at least one month’s notice of your wish to leave to the Payroll and Pensions 
Office.  You will not be able to re-join the Scheme.  The options on leaving the Scheme 
are the same whether or not you are also leaving the University.  
 
On leaving the Scheme you will be entitled to a preserved pension, which will be 
calculated on the following basis: 
 

1/60th  x  Final Pensionable Salary x  Pensionable Service  =  Preserved 
 at date of leaving         up to date of leaving      Pension 

Your preserved pension will be subject to two types of increase prior to your retirement: 
 
 Your GMP (see Section 15 for more details) will increase each year by a fixed 

rate up to state pension age (currently 65 for men and 60 for women). 
 
 The amount of your pension in excess of the GMP (excluding AVCs) will 

increase in line with chapter II part IV of the Pensions Scheme Act 1993. 
  
Your AVC fund, if any, will remain invested with the AVC provider (currently Clerical 
Medical or Equitable Life) until you retire or transfer your benefits.   
 
 
Transfer Values 
 
Up to one year before your Normal retirement Date you may choose to transfer your 
preserved benefits (including any AVC fund) to another registered pension scheme, 
such as an employer’s arrangement or to a personal pension or stakeholder scheme.  
The new scheme would have to agree to accept the transfer.  
 
You may request a guaranteed transfer value quotation at any time.  However, the 
Trustees are only obliged to provide a guaranteed transfer value quotation once in 
every twelve months.  In normal circumstances, transfer value quotations will be 
provided within three months of your request, and will be guaranteed for a further three 
months.  If you request a further transfer value quotation, then it may be possible to 
provide this to you, but the cost of this will need to be met by you. 
 
Transfer values are calculated by the Scheme Actuary as the cash equivalent value of 
your accrued benefits in the Scheme, in accordance with legislative requirements.  
Transfer values do not take account of any discretionary benefits which may be 
awarded by the Trustees and University in the future.  
 
Neither the Payroll and Pensions Office, the Trustees nor their advisers can give you 
advice on pensions so you may wish to consult an Independent Financial Adviser 
(IFA).  Contact details can be found in Section 16 – Useful Addresses. 
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Benefits on Death before Retirement but after leaving the Scheme 
 
Lump Sum 
 
A sum equal to the contributions you paid to the Scheme with interest will be paid to 
your dependants at the discretion of the Trustees. If you participate in Payflex+, then 
the refund of your own contributions will include any contributions paid by the 
University on your behalf. 
 
Spouse’s Pension 
 
If you are married and you die after leaving the Scheme but before your retirement your 
Spouse will receive a pension equal to the Spouse’s Guaranteed Minimum Pension in 
respect of Pensionable Service up to 6 April 1997 and the minimum level of benefits 
required under the ‘reference scheme test’ in respect of Pensionable Service 
completed after 6 April 1997 (see Section 15). 
 
If you are single, widowed or divorced at the date of your death, or your Spouse 
subsequently dies, the Spouse’s pension will be paid to your Eligible Child or Children. 
 
Civil Partner’s Pension 
 
If you are in a Civil Partnership and you die after leaving the Scheme but before your 
retirement your Civil Partner will be entitled to receive the same benefits as those set 
out above but the pension will be calculated only by reference to Pensionable Service 
accrued on and after 6 April 1988. 
 
If your Civil Partner subsequently dies, the Civil Partner’s pension will be paid to your 
Eligible Child or Children. 
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12 Increases in your pension after retirement  
 
 
Once in payment, your pension will increase each year in line with the Scheme Rules.  
Different elements of your pension increase at different rates, as outlined below: 
 
All pension earned up to 31 July 2001 
 
All pension earned from the date you joined the Scheme up to 31 July 2001 increases 
each year in line with the Retail Prices Index (‘RPI’) subject to a minimum increase of 
3.5% and a maximum increase of 6%. 
 
All pension earned between 1 August 2001 and 30 November 2006 
 
All pension earned from 1 August 2001 up to and including 30 November 2006 
increases each year in line with RPI subject to a maximum increase of 6%. 
 
All pension earned from 1 December 2006 
 
All pension earned from 1 December 2006 increases each year in line with RPI subject 
to a maximum increase of 2.5%. 
 
Discretionary Increases 
 
The Trustees may, with the consent of the University, provide a higher rate of increase 
if they feel this is appropriate, and if there are sufficient resources in the Scheme to do 
so. 
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13  Absence from work 
 
 
Periods of absence 
 
If you are absent from work and in receipt of any remuneration from the University 
(including, but not limited to statutory sick pay), then your membership of the Scheme 
will be maintained for a period, the length of which will be notified to you during your 
absence, and you will be treated as having remained in Pensionable Service for that 
period. 
 
If your absence is due to ill health then, with the agreement of the University and the 
Trustees, you may be treated as having remained in Pensionable Service for the 
duration of the period of absence.  In all other cases, you may be treated as having 
remained in Pensionable Service for a maximum of 10 years, or other period as the 
University and Trustees decide, subject to the requirements of HMRC. 
 
Your contributions to the Scheme will continue to be payable, based on your full 
Contribution Salary, whilst you are receiving any remuneration from the University. 
 
If you are not in receipt of any remuneration from the University, unless the University 
and Trustees agree otherwise, your pension entitlement will be reduced for any period 
of non-payment of contributions.  Upon return to work you may, by agreement with the 
University and the Trustees, pay the arrears of contributions so as to maintain your full 
pension entitlement. 
 
If, at the end of the appropriate period you have not returned to work, you will normally 
be treated as having left employment and your benefits will be dealt with in the 
appropriate way (see section 11). 
 
Unless the University and Trustees agree otherwise, if you die whilst absent from work, 
you will only be treated as having died whilst in Pensionable Service if you have 
continued to pay contributions during your period of absence or, where you participate 
in Payflex+, contributions have continued to be paid by the University on your behalf.  
 
Maternity Leave, Paternity Leave, Adoption Leave and Parental Leave  

Special rules apply to those on Maternity Leave, Paternity Leave, Adoption Leave or 
Parental Leave.  You should contact the Payroll and Pensions Office for details of the 
University’s policy and how your membership of the Scheme will be affected.  
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14 Pensions on divorce or dissolution of a civil   
  partnership  
 
When a couple divorce, or when a civil partnership is dissolved, the courts take into 
account the value of both parties’ pension rights.  There are 3 ways that they can do 
this: 

• they can “offset” the value of the pension rights against other assets e.g. the 
family home; or 

• they can order the “earmarking” of part of a pension and/or lump sum to be paid 
directly to a former spouse or civil partner e.g. the spouse or civil partner will 
receive a proportion (decided by the Court) of the member’s pension for as long 
as the pension is in payment; or 

• They can make a ‘Pension Sharing Order’ if proceedings have commenced 
after 1 December 2000.  

 

Pension Sharing  

Pension Sharing allows a court to order part of the member’s benefit entitlement to be 
taken away and a completely separate legal entitlement - ‘the pension credit’ – to be 
set up for the former spouse or civil partner. 

If your Scheme benefits become subject to a Pension Sharing Order, they will be 
reduced to take account of the ‘pension credit’ allocated to your former spouse or civil 
partner.  

 
What will happen to the pension credit? 

The Trustees have the option of retaining the pension credit in the Scheme or 
transferring it to another arrangement.  Normally, the Trustees’ policy will be to transfer 
the pension credit out of the Scheme; it will be retained only in exceptional 
circumstances.  Whichever approach is taken, the member’s former spouse or civil 
partner will always be able to choose to transfer the pension credit to a separate 
arrangement of his or her own choice, in the same way as an ex-employee with a 
deferred pension can transfer their benefits to an alternative arrangement. 

Charges for Pension Sharing 

The court may specify which party is to meet the costs to the Scheme relating to an 
individual divorce or dissolution, including any ongoing administration costs, but if it 
does not then the Scheme member will meet the cost.  A schedule of charges for 
pension sharing is available on request from the Payroll and Pensions Office.  
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15  The State Pension Scheme and Contracting-Out 

State benefits are payable from State Pension Age, which is currently 65 for men and 
60 for women.  From the year 2010, a State Pension Age of 65 will be phased in for 
women.   

The State Pension Scheme is divided into two parts: 

• the Basic State Pension is paid at a set rate based on the National Insurance 
Contributions you have paid, or been credited with.  Everyone is entitled to the Basic 
State Pension as long as you meet the qualifying conditions.  The maximum pension 
payable for the 2010/11 tax year is £5,077.80 for a single person or £8,119.80 for a 
married couple.  This pension currently increases each year in line with the rate of 
increase in the Retail Prices Index; 

• the Additional State Pension, i.e. the State Earnings Related Pension Scheme 
(SERPS) from April 1978 to April 2002, and replaced on 6 April 2002 by the State 
Second Pension (S2P). The Additional State Pension (whether SERPS or S2P) 
provides a pension based on your earnings, over your working life between the 
Lower Earnings Limit (£5,044 in the 20010/11 tax year) and the Upper Earnings 
Limit (£43,888 in the 2010/11 tax year). 

Contracting-out of the Additional State Pension  

The Scheme is “contracted-out” of the Additional State Pension up to the level of the 
old SERPS benefit. ‘Contracting-out’ is the term used when you leave (contract out of) 
the S2P e.g. when you join an occupational pension scheme such as KSS. This means 
that as a member of the Scheme you pay reduced National Insurance Contributions but 
in return you lose some or all of your entitlement to the S2P whilst you are a member of 
the Scheme.  Your entitlement to the Basic State Pension is not affected by 
contracting-out and you will receive this, subject to your National Insurance record, in 
addition to your Scheme pension.  

Your Basic State Pension is paid by the State and your KSS pension is paid by the 
University. 

Benefits from the Scheme in respect of contracted-out service 

The Scheme must provide certain minimum benefits as a result of contracting out: 
 
GMP for Service up to 6 April 1997 
 
Your pension from the Scheme earned before 6 April 1997 will be at least equal to your 
GMP, which replaces the pension that you would have got from SERPS had you not 
been contracted-out.    
 
There is also a spouse’s GMP if you are married or in a civil partnership.  For married 
male members this is half of your GMP, and for married female members half of your 
GMP accrued from 6 April 1988.   For civil partners (male or female) it is half of your 
GMP accrued from 6 April 1988.   
 
Your GMP cannot be exchanged for a cash sum on retirement or given up to provide a 
spouse’s or dependant’s pension.   It may therefore be necessary to restrict the options 
available to you on retirement, to ensure that your GMP is paid in pension form. 
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Pensionable Service after 6 April 1997 
 
From 6 April 1997, the system of contracting-out was changed.   Under the new system 
the Scheme is required to meet a new ‘reference scheme test’ and the requirement to 
provide GMPs no longer applies.   The ‘reference scheme test’ sets out the minimum 
level of benefits that a contracted-out scheme must provide for its members for all 
Pensionable Service completed after 6 April 1997.   
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16 Useful Addresses  
 
 
Independent Financial Advice  
 
Pensions are a complex subject and it is not always easy to decide which option is 
suitable for you.  Neither the Payroll and Pensions Office, the Trustees nor their 
advisers can give you advice on pensions.  An Independent Financial Adviser (IFA) can 
help you with your decision. 
 
If you do consult an IFA there may be a charge made for doing so, which you will be 
responsible for meeting.  Please note that we will need your consent in writing before 
we are able to release any information regarding your benefits to your IFA.   
 
Details of your local advisers can be found in a classified telephone directory or by 
contacting: 
 
IFA Promotions – visit www.unbiased.co.uk.   
 
Matrix Data IFA Directory – www.mylocaladviser.co.uk/ 
 
The Personal Finance Society – visit www.thepfs.org 
 
TPAS (The Pensions Advisory Service) 
 
TPAS is available at any time to assist members and beneficiaries in connection with any 
pensions query they may have or any difficulty that they have failed to resolve with the 
Trustees or administrators of the Scheme.  It is an independent service provided by a 
network of volunteer advisers and you may contact them at:  
 
TPAS 
11 Belgrave Road 
LONDON  
SW1V 1RB 

Telephone:  0845 6012923 
 
 
 
The Pensions Ombudsman 
 
The Pensions Ombudsman may investigate and determine any complaint or dispute of 
fact or law in relation to an occupational or personal pension scheme.  It should be noted 
that the Pensions Ombudsman will not normally consider a dispute between a member 
and the Trustees until the Internal Dispute Resolution Procedure (IDRP) (see section 20) 
has been completed.  The Pensions Ombudsman can be contacted at: 
 
11 Belgrave Road 
LONDON  
SW1V 1RB 
 
Telephone:  02076302200 
 

http://www.unbiased.co.uk/
http://www.thepfs.org/
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The Pensions Regulator 

The Pensions Regulator’s purpose is to make members’ benefits more secure.  To do 
this, it makes sure that pension schemes are run in a way which complies with the law.  
The Pensions Regulator can become involved in the running of a scheme if trustees, 
employers or professional advisers do not carry out their duties properly. 

The Pensions Regulator may be contacted at: 

Napier House 
Trafalgar Place 
Brighton 
East Sussex   
BN1 4DW    

Telephone:  0870 6063636 

 

The DWP Pension Tracing Service  

The DWP maintains a register of pension schemes established in the UK.  The 
purpose of the register is to enable people who have lost touch with their previous 
pension schemes to trace their pension rights.   

The Scheme has been registered with the DWP and the Trustees will update this 
information as and when required to do so.   

 
The DWP’s Pension Tracing Service can be contacted as follows: 
 
Pension Tracing Service 
The Pension Service 
Whitley Road 
Newcastle upon Tyne 
NE98 1BA 
 
0845 6002 537 
 
www.thepensionservice.gov.uk 
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17  Summary of A-Day changes 
 
Details of the main A-Day changes were provided in the announcement issued in 
June 2006.  Below is a summary of these changes.  Details regarding changes to 
the taxation of pension schemes are contained in section 18. 
 
• Earnings Cap – an equivalent to the earnings cap, which previously applied to 

members who joined the Scheme after 31 May 1989 and restricted their level of 
Pensionable Salary on which benefits are based, has been introduced by the 
Scheme.  This will affect those members previously subject to the earnings cap 
and will work in exactly the same way.  It will be increased each year in line with 
the increase in the Retail Price Index rounded up to the nearest multiple of £600. 

• Pension commencement lump sums – the Trustees have adopted the new rules 
regarding the maximum lump sum that can be taken when benefits become 
payable.  This may mean that you are able to take a higher lump sum than was 
previously allowed.  This lump sum is currently paid tax-free. 

• AVCs – the Scheme has taken advantage of the new rules regarding AVCs 
which means that members may be able to take all of their AVCs as cash, 
subject to the overall limit on cash referred to in Section 18. 

• Other pension schemes – you can now pay into as many pension schemes 
outside the University’s Scheme as you like.  The Lifetime Allowance will apply 
to all of your schemes. 

• Civil Partners – if you are in a Civil Partnership at the date of your death, the 
Scheme will provide part of the pension benefits your spouse would have 
received (had you been married) to your civil partner.  

For further information on these changes, please refer to the announcement issued in 
2006. 
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18 Taxation of pension schemes 
 
There are a number of valuable tax reliefs available to pension schemes that are 
‘registered’ with HMRC.  To take advantage of them schemes must comply with special 
tax rules.  The overview set out below is our understanding of current legislation.  Full 
details can be found on the HMRC website:  
http://www.hmrc.gov.uk/pensionschemes/index.htm   
 
It should be remembered that the tax treatment of pension schemes is outside of the 
Trustees’ control and may be subject to change in the future by the Government.  
 
If you think that you may be affected by HMRC limits then you should seek 
independent financial advice (see Section 16 for further details). 
 
Contributions to registered pension schemes 
 
There are no restrictions on the number, or type, of registered pension schemes to 
which an individual can contribute.  Contributions are unlimited but tax relief is only 
available on contributions of up to 100% of earnings, or £3,600 if higher.  However, see 
also the restrictions of the Annual Allowance set out below. 
 
Annual Allowance 
 
The Annual Allowance is the amount of pension savings a member can make each 
year before incurring a tax charge. If a member’s pension savings during the year 
exceeds the Annual Allowance, the excess will be subject to a tax charge at the 
member’s marginal rate. 
 
Pension savings include: 
 

• all contributions to defined contribution schemes  - by the member and/or 
employer; and 

• for defined benefit pension schemes (such as the Scheme), the value of the 
increase in a member’s pension over the year.  For this purpose, the value is 
calculated by multiplying the benefit accrual over the year by 16. 

 
The period over which your pension savings in the Scheme are measured is known as 
the "Pension Input Period". The Pension Input Period for the Scheme is from 1 August 
to 31 July in each year. The Annual Allowance for past and future pension input 
periods is shown below: 
 

Pension Input 
Period 

Annual Allowance 

2007/08 £225,000 

2008/09 £235,000 

2009/10 £245,000 

2010/11  £91,562 

2011/12 – 2015/16 £50,000 

http://www.hmrc.gov.uk/pensionschemes/index.htm
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If you exceed the Annual Allowance it may be possible to “carry-forward” unused 
Annual Allowance from previous years to offset against the current year. If you would 
like further information regarding this you should ask the Trustees for a copy of the 
Pension Tax Changes announcement issued in March 2011.  
 
The Lifetime Allowance  
 
There is an overall ‘Lifetime Allowance’, set by HMRC, on the value of all your pension 
funds (i.e. not just those built up in the Scheme) that may be built up with the benefit of 
tax relief.  The Lifetime Allowance is set at £1.8 million in 2010/11, and will remain at 
this level for the following tax year 2011/12.  From 6 April 2012 the Lifetime Allowance 
reduces to £1.5 million. 
 
For Defined Benefit schemes the ’capital value’ of a member’s pension benefits at 
retirement is calculated by multiplying the annual pension by 20 and adding it to the 
pension commencement lump sum received.  In practice, few members might reach 
the Lifetime Allowance but you should take independent financial advice if you believe 
that you may be affected by it.  The rates for the Lifetime Allowance for the tax years to 
2015/16 are set out below: 
 

Tax Year Lifetime Allowance 
2007/08 £1.6 million 
2008/09 £1.65 million 
2009/10 £1.75 million 

2010/11 to 2011/12 £1.8 million 
2012/13 – 2015/16 £1.5 million 

 
The Lifetime Allowance is the total amount of pension savings in registered pension 
schemes that can benefit from tax relief.  If the Lifetime Allowance is exceeded then 
excess benefits are subject to the Lifetime Allowance Charge.  If you are a higher rate 
tax payer and the Lifetime Allowance is exceeded, then the excess benefits will be 
subject to an effective tax charge of 55% whether you take the excess benefits as a 
pension or a lump sum. 
 
Small Pension Funds – ‘Trivial Commutation’ 
 
If the value of your benefits across all your pension arrangements is less than 1% of 
the Lifetime Allowance (£18,000 in 2011/12 tax year), you may be able to take them as 
a lump sum.  This is known as ‘trivial commutation’.  It is available after the age of 60 
and all of your benefits from all schemes must be commuted within a twelve month 
period.  You can take 25% of your benefits free of tax, but you would have to pay tax 
on the remainder.  
 
Pension commencement lump sum  
 
HMRC legislation allows members of defined benefit schemes to have the option of 
taking a maximum of 25% of the value of their benefits as a ‘pension commencement 
lump sum’.   
 
To calculate 25% of the value of benefits, the following formula is used: 
 
         20 x initial annual pension        
(3 + 20/scheme commutation factor) 
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The scheme commutation factor is used to place a monetary value on the cost of 
providing your pension.  (For example, a commutation factor of 12 means that it costs 
£12.00 to provide a pension of £1.00 per year over the course of a person’s 
retirement.)  The scheme commutation factor changes over time, so it is not possible to 
say now what it will be when you retire. 
 
The pension commencement lump sum is currently payable free of tax. 
 
Taxation of pensions  
 
Pensions in payment are subject to Income Tax (but not National Insurance 
Contributions). 
 
 
19 Internal Dispute Resolution Procedure (‘IDRP’) 
 
 
The Trustees have introduced a dispute resolution procedure for use by members of the 
Scheme and other eligible individuals. 
 
If you have any problems with or concerns about the Scheme, then please contact the 
Payroll and Pensions Office initially, who will do everything they can to resolve the 
problem.  It is hoped that most problems can be resolved without recourse to the Internal 
Dispute Resolution Procedure (“IDRP”).  However, there may occasionally be problems 
that the Payroll and Pensions Office cannot solve, and these will be dealt with using the 
IDRP.  Full details of the IDRP are available on request from the University Secretariat.  
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20 Other notes 
 

Trustees’ Report and Accounts 

The Trustees Report and Accounts are published annually.  The Report and Accounts 
contains the Scheme’s audited accounts, together with details of the Trustees’ 
advisers.  Copies are available on request from the University Secretariat. 

 
Trust Deed and Rules 
 
The Scheme is established under trust and is administered by the Trustees in 
accordance with the formal Trust Deed and Rules.  If you wish to see these documents 
simply contact the University Secretariat to make a mutually convenient appointment.  
Alternatively, you may request a copy of the Trust Deed and Rules.  A charge may be 
made for this, although it will be no more than the cost of copying, postage and 
packaging. 
 
The legal basis of the Scheme is the Trust Deed and Rules, and this will override any 
information in this booklet in the event of any inconsistency.   
 
Amendment or discontinuance of the Scheme 
 
Whilst it is hoped that the Scheme will always be available, future conditions and future 
legislation cannot be foreseen, and the right is reserved to change or terminate the 
Scheme at any time.  Your rights in such circumstances are set out in the Trust Deed 
and Rules.   
 
Data Protection Act 1998 

 
The University is the data controller for the purposes of the Data Protection Act 1998 
(‘the Act’).  Your personal data will only be used for the purposes of administering the 
Scheme.  This will include providing your personal data to our advisers and 
administrators and also to the insurer of the lump sum death in service benefit.  You 
have the right to ask for a copy of the personal data that we hold about you (for which a 
small charge may be made) and to correct any inaccuracies in your information. 

 
Changes in Marital Status or Home Address 
 
It is the responsibility of all members of the Scheme (including members who have left 
service) to notify the Trustees c/o the Payroll and Pensions Office immediately of any 
change in their marital status or home address. 
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