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Annual Benefi t Statement
You recently received a benefi t statement 
showing your current and projected pension 
benefi ts in the Local Government 
Pension Scheme (LGPS).

In addition, we like to keep you informed 
with any pieces of news and explain areas 
of your Pension Scheme that we feel will 
be of interest to you.



Page 2     LGPS Councillors Newsletter 2013

How your benefi ts are calculated
Please note that the pensionable pay fi gure that we have used in 
your annual benefi t statement is based on the career average up to 
the 31 March 2013.

Your actual retirement benefi ts are calculated on your career 
average pay which is equal to the total of your pay for each year or 
part year of your active membership divided by the number of those 
years or part years.

When calculating your career average pay, the pay for any year 
other than the fi nal year is adjusted by the cost of living, as 
measured by the appropriate index.

Should a Pension Sharing Order apply to your benefi ts, then this 
has not been refl ected in your annual benefi t statement.

Security of Pension
The rules of the LGPS are written under statute, which means that 
your pension benefi ts are safe, secure and fully guaranteed.

Auto Enrolment
The Pensions Act 2008 laid the foundations for a fundamental 
change to workplace pensions in the UK, in that workers should 
have access to a standard workplace pension scheme.

The LGPS satisfi es the criteria of an automatic enrolment scheme, 
meeting the minimum requirements as it is a UK tax registered 
defi ned benefi t scheme that is contracted-out of the State Second 
Pension on a salary related basis.

The Highland Council implemented auto enrolment with effect from 
1 April 2013. Staging/implementation dates for other employers 
will vary.

The new legislation overrides the current arrangements, so past 
opt-outs who are eligible jobholders will need to be re-enrolled from 
the employer’s staging date (the date that applies to your employer) 
and every three years thereafter if they continue to opt out.
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Annual Allowance (AA) 
In 2006, the HM Revenue and Customs (HMRC) “simplifi ed” tax 
change introduced some very complicated legislation which largely 
affected high earners.

One of these changes was the amount by which the value of your 
pension could grow from one year to the next. 

From tax year commencing April 2011, the HMRC introduced 
a new AA limit of £50,000.  Anything that exceeds £50,000 is 
liable for a tax charge, although you can use any unused AA in the 
previous 3 years to offset any tax liability.

In the LGPS growth in pension value for the year (the Pension 
Input Period) for comparison to the annual allowance is calculated 
by working out the difference in the values of pension, calculated 
as if you had left pensionable service at the start and end of the 
year with the start fi gure increased by pensions increase (CPI), 
then multiply the difference in pension by 16, and add to that, the 
amount that any separately accruing lump sum has increased in the 
year, as follows:

[(Pension End) – (Pension Start x Pensions Increase)] x 16

Plus Lump Sum End – (Lump Sum Start x Pensions Increase)
(where the lump sum accrues separately and is not provided through 
commutation)

Plus any AVC contributions that are made over the year

Where the resulting fi gure is less than the £50,000 annual 
allowance, no additional tax charge arises; where it exceeds the 
annual allowance, any unused allowance in the preceding three 
years can be used and where this is still exceeded, a tax on the 
excess sum will be charged at your marginal rate of income tax.

Members whose pension value grows by more than £3,125 over 
a year (16 x £3,125 = £50,000) could be affected, in particular 
those who have substantially increased their hours of work or pay. 
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However, given the ability to utilise unused allowance in the 
preceding three years, it is anticipated that only high earners will 
routinely be affected by the changes. The allowance for the three 
years prior to April 2011 will be assumed to be £50,000.

Tax can be paid via self assessment; the excess over the annual 
allowance is classed as income to the individual and the income tax 
that would be due on that income.  

Alternatively, in cases where the tax due exceeds £2,000, should the 
charge be unmanageable then you may elect to meet some or all of 
the tax charge from your pension benefi ts, known as ‘scheme pays’. 
Basically, the pension scheme will pay your tax liability and reduce 
your pension benefi ts to account for this payment. 

Should you wish to use ‘scheme pays’ then you have to make an 
irrevocable election for the pension scheme to pay by 31 July 
following the relevant self assessment fi ling deadline.

Lifetime Allowance
The new “simplifi ed” HM Revenue and Customs rules for taxation 
of pension came into force on 6 April 2006 (A Day). One of 
the changes was the setting of a lifetime allowance, whereby 
if a member exceeded this limit then a tax liability, in addition 
to normal income tax would be applied. The lifetime allowance 
for 2013/14 is set at £1.5 million. Your lifetime allowance is 
calculated as 20 times your annual pension plus your lump sum, 
plus the value of your AVC fund if this applies. When your pension 
benefi ts come into payment you will be asked for details of any 
other pension benefi ts that you have accrued in order that the 
Pension Section can calculate if you have exceeded your lifetime 
allowance. This new limit is unlikely to affect all but the highest 
earners in the immediate future.
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Example of Capital value of pension benefi ts

Your annual pension is £15,000 plus a lump sum of £45,000

Annual pension £15,000 x 20 £300,000

Plus lump sum £45,000

Total £345,000

Additional Voluntary Contributions
The provisions of our Additional Voluntary Contribution Scheme 
(AVCs) have changed over the years providing greater fl exibility in 
the way your AVC fund may be used at retirement:

Your options are as follows:

• Purchase an annuity (pension) from an insurance company.

• You can take all, or part of your AVC fund as a lump sum 
(subject to 25% of your Lifetime Allowance). Any remaining 
amount would be used to purchase an annuity from an insurance 
company.

• You do not need to use your AVC at the same time as your 
LGPS benefi ts. You can defer payment until later, but it must be 
used before you reach your 75th birthday. If you did this then 
you would have the option of taking up to 25% of your AVC 
fund as a cash lump sum with the remaining amount being used 
to purchase an annuity from an insurance company.

To fi nd out more about the AVCs that we offer then please contact 
the Pension Connection at the Prudential on 0845 607 0077, who 
will be able to send you an information pack.
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National Fraud Initiative
The National Fraud Initiative (NFI) in Scotland is a counter-fraud 
exercise led by Audit Scotland. It uses computerised techniques 
to compare information about individuals held by different public 
bodies, and on different fi nancial systems, to identify circumstances 
(matches) that might suggest the existence of fraud or error.

The Pension Fund has a statutory obligation to participate in the 
NFI and your pension data will be used along with other authorities 
and government organisations like the Department of Work and 
Pensions to share and compare information.

Change of Name/Marital Status/Gender
If you change your name, title, marital status or gender then please 
advise the Pension Section, in writing, enclosing a copy of the 
relevant certifi cate.

Change of Nomination
If you require to amend your nomination details, a form can be 
downloaded from our website: www.highlandpensionfund.org

Change of Address
It is important that to be able to keep you advised of the value of 
your pension benefi ts, you notify the Pension Section of any change 
of address in writing or by email.
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Further Information
If you have any queries or feedback regarding the information 
provided, please do not hesitate to contact the Pension Section, 
quoting your national insurance number.

Pension Section, Finance,

The Highland Council HQ,

Glenurquhart Road,

Inverness IV3 5NX

Email: pensions.section@highland.gov.uk

Website: www.highlandpensionfund.org

Alternatively you can telephone from 9am to 5pm 
(Monday to Friday) (01463) 702441



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV <>
    /HUN <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [1200 1200]
  /PageSize [595.276 841.890]
>> setpagedevice


