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Avon Pension Fund is administered by bath & north east Somerset Council

Benefits of your pension scheme
The local government pension scheme (LGPS) is a great 

way to save for your future and is an important part of your 
employment package.

This newsletter gives a brief overview of the LGPS 2014 scheme, however a full and comprehensive guide to 
the scheme can be found on the Avon Pension Fund website at www.avonpensionfund.org.uk

A secure pension when 
you retire
You’ll get a pension for life that 
increases with the cost of living 
(currently Consumer Prices Index – 
CPI).

Your employer pays 
contributions to your 
pension too
On average approximately double 
what you pay.

You can draw your 
pension anytime from 
age 55 to 75 
When you take your pension you can 
exchange part of it for some tax-free 
cash (exchange £1 of pension for 
£12 cash).

You can boost your 
pension
By paying more contributions which 
you would get tax relief on.

You also have flexibility 
to pay less
with the option to pay half your 
normal contributions in return for 
half your normal pension, known as 
50/50.

A tiered ill-health 
retirement package
If you have to leave work due to 
permanent ill health you get a 
pension.

Early payment of your 
benefits   
If you are made redundant or retired 
on business efficiency grounds and 
you are aged 55 or over.

Flexible retirement 
available from age 55
If you reduce your hours, or move 
to a less senior position. If your 
employer agrees, you can draw 
some or all of your benefits, helping 
you ease into your retirement.

Life cover  
A lump sum of 3 years pay is paid if 
you die in service.

Cover for your family  
With a pension for your spouse, 
registered civil partner or cohabiting 
partner and for eligible children if you 
die in service or die after leaving with 
a pension entitlement.
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Welcome to the summer issue of Avon 
Pension News.

It’s been an incredibly busy few months for Avon 
Pension Fund staff and your HR and payroll 
officers as the new local government pension 
scheme (LGPS 2014) was introduced in April. 
Hopefully for you it’s been a seamless process!

The spring issue of Avon Pension News in 
February highlighted the changes under the new scheme. Since then 
we’ve been out and about across the region holding over a hundred 
“roadshows” informing members about the new scheme and how it 
affects you. We’ve also updated our website (www.avonpensionfund.org.
uk) with lots of information. A full guide to the new scheme can also be 
found on our website.

Feedback from the roadshows has shown that sometimes we need to be 
better at explaining and de-mystifying pensions. So this newsletter covers 
some of the basic terms and information about pensions as well as 
outlining the key changes with the new scheme. Pensions can be seen 
as a complicated subject – so we’ll try to be as clear and straightforward 
as possible.

Pensions are attracting increasing media attention and you may have 
heard about “a shake-up in the pensions industry” recently. Following the 
Budget in May and the Queen’s Speech in June attention has focussed 
on the issue of annuities and ability to draw down cash lump sums. 
These particular issues refer to private pensions and money purchase 
schemes, which are different from the local government pension scheme.

The LGPS continues to be a good, secure pension scheme, guaranteed 
by the government that will provide you with a regular income in 
retirement. 

Tony Bartlett
Head of Business Finance and Pensions
Bath & North East Somerset Council
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In this issue...

Welcome to Avon Pension News 

New website 
coming soon
Later this year we’ll be re-
vamping the Avon Pension Fund 
website (www.avonpensionfund.
org.uk) so that it’s easier to 
use and so that you can find 
the information that you want 
quickly. The website will also 
be compatible with tablets and 
smart phones.

Annual Benefit 
Statement
Look out for your Annual Benefit 
Statement (ABS) which will be 
posted to you in September. 
Your ABS outlines the pension 
benefits you have built up to 31 
March 2014.

Plan for the future
You should keep track of all 
your pension savings during 
your career and take time every 
now and then to plan how much 
monthly income you think you 
will need in retirement. Sign up 
to “my pension online” to keep 
track of your pension at www.
avonpensionfund.org.uk. More 
details on the back page of this 
newsletter.

New

New

New
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Explaining pensions 

What is a pension?

What’s the difference between my pension and my contributions?

A defined benefit scheme

Your pension is guaranteed

Essentially it’s deferred 
income. 
You are paying in now, while 
you are working, for a regular 
income when you retire.On top 
of your LGPS pension you will 
also get a state pension from 
the government when you retire. 
More information about the state 
pension can be found at 
www.gov.uk/state-pension

Your pension scheme (the LGPS) is a defined benefit scheme which 
means that your pension will continue to be worked out using a set 
formula – under the 2014 scheme it’s based on 1/49th x your pay + 
cost of inflation added (to keep up with living costs). This is worked 
out every year.  

Your pension isn’t determined by the performance of investments, 
stock markets and cost of annuities. Schemes which rely on 
investments are known as money purchase schemes, where you pay 
in to a fund and when you retire what you’ve paid in goes to buy an 
annuity which will pay you a pension – this is not how the LGPS works. 
You are in a defined scheme, guaranteed by the government.

Although your pension is guaranteed and does not rely on investments 
in the stock market, the LGPS is a “funded” scheme and Avon Pension 
Fund is invested in a number of ways to increase its value. But 
remember your pension is safe and will be paid when you retire, rather 
than you having to look for an annuity.

Your pension is an annual figure that is paid, when you retire, in 
monthly instalments for the rest of your life. Inflation is added to your 
pension every year so it keeps up with the cost of living too.

Often people think that their contributions are 
their pension – but your contribution is just that “a 
contribution” towards the cost of the pension scheme.

Your pension is worked out using a defined formula. 
This is used to work out every year what your 
pension will be when you retire. Page 4 explains 
how your pension is built up under the LGPS 2014 
scheme.

Your contributions are a percentage of your pay, 
which are deducted from your salary every month 
(see page 6 for the table of contributions). As well 
as your contribution your employer also contributes 
to the fund (you pay a third of the cost and your 
employer pays two-thirds). Every three years, an 
independent actuary calculates how much your 
employer should contribute to the scheme.

These contributions go into the Avon Pension Fund, 
from which the pensions are paid to those drawing 
their pension. Contributions pay for the cost of the 

scheme (including paying out pensions and paying 
death in service grants).



Your 
contribution

(% of your 
pay)

Your employers’ 
contribution

(amount set every 3 
years - approx double 

what you pay)

Avon Pension Fund
(£3.3billion)


Paying out pensions



The LGPS is a now a career 
average scheme (or a CARE 
scheme) rather than a final 
salary scheme. Each year* 
you are in the scheme your 
pension will be worked out 
based on your pay in that year. 
That pension amount is then 
added to your pension account.

Your pension = 
1/49 x your pay for that year 
+ cost of inflation added

*note - a pension year is from 1 
April to 31 March
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How is my pension worked out?

Pension Accounts
There is an interactive Pension 
Account Modeller available at 
www.lgps2014.org/content/
pension-accounts-2. This 
shows how a pension builds up 
from under the career average 
scheme and how the 50/50 
section works too.

Here’s how it works...

Sally earns £15,000

Her pension = 1/49th of pay

£15,000 ÷ 49 = £306.12

£306.12 goes into her pension account at the end of the year.

The rate of inflation (CPI - Consumer Prices Index) is added. 
Say this is 3% = £9.18

So, £315.30 goes into her pension account for the 
first year Sally is in the scheme.

Sally

For year two, and assuming Sally’s pay is still £15,000 another 
£306.12 goes into her account. This is added to her pension account 
for year 1 (£315.30) = £621.42

The rate of inflation (CPI) is added. Say this is 3% = £18.64

So, £640.06 goes into her pension account.

And so on, for as long as Sally stays in the scheme.

Year 1 = £315.30

From 1 April this year the way your pension is worked out changed.

If Sally were to leave the scheme after these two years she would, 
when she retires, have a pension of £640.06 paid every year for the 
rest of her life. Inflation is added every year the pension is paid to 
keep up with the cost of living. 

An inflationary increase will also be added every year from her date 
of leaving to the date the pension comes into payment, not just once 
it’s in payment.

This is how the career average scheme works and is different from 
the way your pension was calculated and built up before 1 April 
2014.

But don’t worry – your pension built up before this date will be 
protected. Any future changes to the pension scheme won’t affect 
this … and your pension built up before April 2014 will still be based 
on your final salary when you actually leave or retire.

Your pension = 
1/49 x your pay for that year 
+ cost of inflation added

Year 2 = £640.06

National Fraud Initiative
Fair Processing Notice
Avon Pension Fund of Bath & 
North East Somerset Council 
is under a duty to protect the 
public funds it administers, 
and to this end may use the 
key pension data and personal 
identifiers such as contact 
details for the prevention and 
detection of fraud. It may also 
share this information with 
other bodies responsible for 
auditing or administering public 
funds for these purposes. For 
further information, see www.
avonpensionfund.org.uk/nfi.

Example 1



Up to 2008

1/80 x final salary x number of years in scheme

Tax-free cash lump sum = 3 x pension
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What about paying in before April 2014?


Here’s how your pension is worked out under the previous schemes

From 1 April 2014

1/49 x pensionable pay for each year + inflation

Exchange some pension for tax-free cash lump sum (£1 for £12)

from 2008 to 31 March 2014

1/60 x final salary x number of years in scheme

Exchange some pension for tax-free cash lump sum (£1 for £12)

Final Salary
Your final salary is normally the 
pay in respect of your final year 
of scheme membership or one 
of the previous two years if this 
is higher. 

Tax-free cash lump sum
When you retire you can elect 
to give up some of your pension 
for a cash lump sum (which 
is tax-free). For every £1 of 
pension you give up you will get 
£12 cash lump sum. If you were 
in the pension scheme before 
2008 you will automatically get 
a tax-free lump sum equal to 
three times your pension. 

Peter retires at his Normal Pension Age in 2017 
with a total of 16 years’ service. 

• 7 years were built up before 31 March 2008
• 6 years from 1 April 2008 to 31 March 2014 
• 3 years in the new scheme from 1 April 2014. 

His final salary at retirement is £15,320.00 
His career average LGPS 2014 pension is £933.67

This is how Peter’s total benefits will be calculated:

Built up before 
31 March 2008 
7 years membership

Pension (7/80 x £15,320)
Automatic Lump Sum (3 x 
7/80 x £15,320)

£1,340.50
£4,021.50

1 April 2008 to 
31 March 2014 
6 years membership

Pension (6/60 x £15,320) £1,532.00

LGPS 2014 
3 years membership CARE Pension £933.67

Peter’s total LGPS pension benefits (adding together the three 
pension amounts) is £3,806.17 plus an automatic lump sum of 
£4,021.50.
 
He could increase his tax free cash lump sum by exchanging pension 
to a maximum of £17,748.40 which would leave him with an annual 
pension of £2,662.26 (assuming he has no other pension savings).

Normal Pension Age (NPA)
Your Normal Pension Age 
(NPA) is the age when you 
can retire and take the pension 
you have built up in full, without 
any reductions. See page 6 for 
further details.





If you’ve been paying into the 
LGPS scheme before 2014 
then whatever pension you’ve 
built up under those schemes 
will be calculated when you 
retire and added to your 
pension account. 

Any pension you’ve built up 
before 1 April 2014 is protected. 

Your pre-April 2014 pension 
will still be based on your final 
year’s pay when you leave and 
the Normal Pension Age (NPA), 
under the old scheme rules.

Peter

Example 2
Here’s how it works...



Reductions for leaving early 
The accompanying table shows the reductions 
applied in the new scheme, if you decide to draw 
your pension early before your NPA. 
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Years until 
Normal 
Pension 

Age

% 
reduction 
to pension 

(Men)

% 
reduction 
to pension 
(Women)

% reduction 
to Lump Sum 

(for 
membership 
to 31 March 

2008)
1 6 5 3
2 11 11 6
3 16 15 8
4 20 20 11
5 25 24 14
6 29 27 16
7 32 31 19
8 36 34 21
9 39 37 23

10 42 40 26
11 45 44 26*
12 48 47 26*
13 52 50 26*

How much does it cost me?

The amount you pay depends on how much you are 
paid in your job. Your contributions are based on your 
actual pensionable pay (this includes non-contractual 
overtime). 

Your contribution rate depends on the band you fall 
into in the table below. 

Member contribution table (2014/15)

Every April your employer will decide your appropriate 
contribution rate. If your pay changes throughout 
the year your employer may decide to review your 
contribution rate, but they will let you know. The 
contribution rates and / or pay bands in this table will 
be reviewed periodically and may change in the future.

Pay band Contribution rate
Up to £13,500 5.5%

£13,5001 - £21,000 5.8%
£21,001 - £34,000 6.5%
£34,001 - £43,000 6.8%
£43,001 - £60,000 8.5%
£60,001 - £85,000 9.9%

£85,001 - £100,000 10.5%
£100,001 - £150,000 11.4%
More than £150,000 12.5%

Can I pay less?

When can I retire?
Your Normal Pension Age (NPA) is the age when 
you can retire and take the pension you have built 
up in full, without any reductions – for the pension 
built up from 1 April 2014 your Normal Pension Age 
is the same as your State Pension Age (but with a 
minimum of age 65). 

If you take your pension before your NPA it will 
normally be reduced, as it’s being paid earlier. If you 
take it later than your NPA it’s increased because it’s 
being paid later.

You can now choose to leave or retire and draw your 
pension at any time between age 55 and 75.

You get tax relief on your pension contributions, as 
your contributions are deducted from your pay before 
you pay tax.  

You also (up to State Pension Age) pay reduced 
national insurance contributions (although this 
reduction is expected to be removed from April 2016 
- full details on how this will work have yet to be 
finalised).

Yes, there’s the ‘50/50’ option. You pay half your 
normal contributions and build up half your normal 
pension. If you have more than one employment 
you can elect for the 50/50 option in one, some or 
all your employments.
 
You still get full life assurance cover.

To join 50/50 contact your employer – they will let 
you have a form to fill in. You’ll be re-enrolled back 
into the main section of the scheme every three 
years, but you can elect to re-join the 50/50 section.  

You can choose to revert back to the main section 
of the scheme at any time by informing your 
employer in writing. You will then start to build up full 
benefits in the main section from your next available 
pay period.
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Leaving after your Normal Pension Age
Your pension is increased by 0.014% for each 
day (or 5.1% per year) your benefits are drawn 
later than your Normal Pension Age.

Protections if you’re thinking of 
retiring early

What’s the Underpin? What’s the Rule of 85?

*The maximum reduction that can be applied to 
your automatic lump sum (for membership up to 
31 March 2008) is based on taking benefits10 
years early. This is because these benefits have 
a protected Normal Pension Age (NPA) which for 
almost all members is age 65 and the earliest you 
can normally draw your benefits is age 55.

The “underpin” is in place if you are nearing 
retirement to ensure that you will get a pension at 
least equal to that which you would have received in 
the scheme had it not changed on 1 April 2014. If it 
isn’t, the difference will be added to your pension. 

The underpin applies to you if you were: 
• paying into the scheme on 31 March 2012 and,
• you were within 10 years of your Normal 

Pension Age on 1 April 2012,
• you haven’t had a disqualifying break in service 

of more than 5 years,
• you’ve not drawn any benefits in the LGPS 

before Normal Pension Age an
• you leave with an immediate entitlement to 

benefits. 

Introduced in 1998, the Rule of 85 protected some 
or all of members pension benefits from the normal 
early payment reduction provided they met a 
number of criteria based on age and service. The 
rule of 85 was removed in 2006, however certain 
members retain some protection under this rule.
 
For rule of 85 protection you must have been a 
member of the LGPS on 30 September 2006. You 
meet the rule of 85 if your age at the date you take 
your pension plus your scheme membership (each 
in whole years) adds up to 85 years or more.

The only occasion where this protection does not 
automatically apply is if you leave and choose to 
voluntarily take your pension on or after age 55 and 
before age 60.

If you meet the rule of 85 and: 

• you will be age 60 or over by 31 March 2016 
and choose to take your pension before age 65 
the benefits you build up to 31 March 2016 will 
not be reduced. 

• you will be under age 60 by 31 March 2016 and 
choose to draw your pension before age 65, 
then the benefits you’ve built up to 31 March 
2008 will not be reduced. If you will be aged 60 
between 1 April 2016 and 31 March 2020 and 
meet the 85 year rule by 31 March 2020, some 
or all of the benefits you build up between 1 April 
2008 and 31 March 2020 will not have a full 
reduction. 

 
If you do not meet the rule of 85 at the date your 
pension is paid but would have before age 65, your 
benefits will not have a full reduction.

The rule of 85 does not apply where the member 
is retired on grounds of redundancy, efficiency or ill 
health, where benefits are paid without reduction.

Rule of 85 and drawing your pension on 
or after age 55 and before age 60 
 
You can choose to voluntarily draw your pension on 
or after age 55 and before age 60 without the need
for your employer’s permission. The rule of 85 
will not automatically be applied if you decide to 
draw your benefits under this new option but your 
employer can exercise their discretion to apply it. If 
they do, and you meet the rule of 85 at the date of 
drawing your benefits, the rules set out in the bullet 
points above will apply. If they don’t then protections 
referred to above do not apply in full. You should 
ask your employer what their policy is.

For a more detailed understanding of your own 
position you should contact Avon Pension Fund at 
avonpensionfund@bathnes.gov.uk

Need to know your State 
Pension Age?  

You can check your NPA by looking up your 
current State Pension Age at  

www.gov.uk/calculate-state-pension



Keep in touch with your pension
The quick way to access 
details about your pension is 
through “my pension online” 
the member self-service facility on 
the Avon Pension Fund website. 
Some of the benefits of using this 
facility are:

• View your pension
• Submit enquiries
• Update your details

To get access you’ll need to 
register, with your name, National 
Insurance number, date of birth 

and email address. You’ll then be 
sent an activation code by either 
post or email. Once you 
have this you can complete 
your registration and 
activate your account. 

We will be developing 
and using “my pension 
online” far more in the 
future to communicate 
with you. It’s an effective 
and efficient way to tell 
you about your pension 
and it reduces printing 
and distribution costs 

and therefore saves the fund (and 
you!) money.

Sign up to “my pension online”   Go to www.avonpensionfund.org.uk and follow the “my pension online” link on the homepage.
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Boosting your pension 

Additional Voluntary Contributions 
(AVCs) 
• Pay more to build up extra savings for 

retirement. 
• Pay in up to 100% of your pay (subject to tax 

and NI deductions)
• For new AVC contracts you can take up to 25% 

as a tax free-cash lump sum (subject to HM 
Revenue and Customs limits)

• AVCs are taken from your pay and if you pay 
tax, you receive tax relief automatically through 
the payroll.

AVCs are invested in funds managed by our AVC 
provider, Friends Life. Your account builds up 
with your contributions and the returns on your 
investment. When you retire you can use this to 
buy an annuity, buy a top-up LGPS pension or take 
up to 25% as a tax-free cash lump sum.

To have that little bit extra during your 
retirement years you may wish to consider 
paying extra contributions, which can be a 
tax efficient way of topping up your income 
when you retire.

There are two ways you can top up your retirement 
income, on top of the benefits you are already looking 
forward to as a member of the fund.

Additional Pension Contributions (APCs) 

• You can buy extra pension (up to a maximum 
of £6,500 of pension)

• Pay for APCs in regular monthly payments 
from one year up to your retirement age or as a 
one-off lump sum

• The APCs are taken from your pay

Contact Avon Pension Fund for more details about 
AVCs and APCs

Existing contracts 

If you’ve taken out an AVC, a Shared Cost AVC, 
Added Years, Additional Regular Contribution 
(ARC), Preston part-time buy-back, or Additional 
Survivor Benefit Contributions (ASBC) before 1 
April 2014 they will continue on the terms of the 
contract when they were originally taken out.


