Understanding your Tayside Pension Fund Annual
Statement
Members who are in the Local Government Pension Scheme will just be receiving
their annual pension statement. While the pension administration staff try hard to
fit as much useful information as they can into what is a limited booklet, I have lost
count of the number of people who say they don’t really understand it.
This guide is simply to help understand the 2 main pension calculations that form the heart of the statement.
The first is an estimate of what your pension was worth at the end of the last Financial Year (31 st March 2020).
The second is a projection of what your pension will be if you retire at what is your Normal Pension Age (for most people this
will now be your State Pension age e.g. your 65th, 66th or 67th birthday).
Before starting it is worth noting that in recent times there are up to 4 periods of membership of the scheme where different
rules apply to how your pension is calculated and that largely explains why the statement has become quite complicated looking.
The first 3 periods are Final Salary schemes that are calculated by multiplying your final year salary (Pensionable pay) (always
uses full-time pay) by a given fraction (1/80th or 1/60th) then by the number of years of service in the scheme (service is prorated so that 10 years at half-time counts as only 5 years service) . In cases where your final salary was reduced for some reason, they can pick back a few years to find a continuous year where your total is best.
Where your pay is reduced permanently some years before likely retirement (e.g. due to significant downgrading) you may be
able to obtain a certificate that protects that pay (uprated yearly by inflation) as your final salary for pension purposes. You
must get this done at the time the decrease happens.
The final/current period is a Career Average Revalued Earnings (CARE) scheme where a set fraction of your current pay in each
year is laid down in a pot and that pot is also revalued by inflation at the start of each (financial) year.
Both pension calculations assume that your date of retirement is your expected Normal Pension Age (65th birthday for service
to 2009 (periods 1 and 2 below), then your State Pension Age (SPA) (66th,67th birthday etc.) thereafter).
Except in cases such as Ill Health retirement or redundancy, if you retire before that NPA date, you would have your pension
and any lump sum (Retirement Grant) reduced by nearly 5% for every year earlier than that date you retire. The Rule of 85
allowed the Normal Pension Age of your 65th birthday to be brought back to the date when your age and service add up to 85
years (Minimum of 60th birthday).
Members of the Scheme prior to December 2006 (group 1), have their rule of 85 protected for period 1 (up to 31st March
2008) and of those, any who reached 60 by 31st March 2020 have it protected to apply to all service up to 31st March 2020
(group 2). Later joiners have no protection (group 3) .
The Pension Service periods and the key relevant rules are as follows:
1. Service up to 31st March 2008:
This part of the scheme calculates pension in 2 Parts. Your annual pension is 1/80 th times your (full-time) final salar at
point of retirement times the pro-rated number of years service in that period. Your tax-free lump sum is 3/80ths
times the same (i.e. 3 times your annual pension). NPA is 65th Birthday. Rule of 85 (Groups 1 and 2).
2. Service from 1st April 2008 to 31st March:
This is a bit of a legislative anomaly where the rule of 85 had been removed but the 1/80 th pension 3/80th lump sum
calculation is the same as the preceding period for service over this year. NPA is 65th Birthday. Rule of 85 (Group 2).
3. Service from 1st April 2009 to 31st March 2015:
In this period the automatic lump sum part of the calculation was removed but the annual pension is now calculated
based on 1/60th of final salary times service over this period. NPA is your SPA. Rule of 85 (Group 2).
4. Service since 1st April 2015:
The CARE Scheme. On 1st April each year your existing CARE pot (if any) is increased by an inflation rate (currently the
CPI figure from the preceding September, I think). 1/49th of pay in the current year is then added to that CARE pot. So
that pot is revalued then added to each year, building up to what will be your annual pension in retirement. Again,
like 3, there is no automatic lump sum. NPA is your SPA. Rule of 85 (Group 2—but only service to 31st March 2020).

So, armed with those essential facts, let’s look at an example of those 2 statement calculations. The arrows point to Annual
Pension and Lump Sum you’d get at point of retirement. At point of retirement, you can convert a limited amount of Annual
Pension to additional Lump Sum (at a rate of £1 pension becoming £12 Lump Sum).

Calculation 1: Your estimated Pension at 31st March 2020
Be careful calculating service. There can be very slight discrepancies due to the
odd lost day of service in certain periods (e.g. the 30th Nov 2011 Pension Strike).
The Calculation is laid out on Pages 3 & 4 of the booklet. Page 3 shows most of
the details like this...

Colour Scheme
Final Salary

CARE

Mixture

Final Salary (FS) for Periods 1 to 3 (essentially all
pensionable pay for best year of recent years) (or an
uprated protected pay)
Pensionable earnings this year (PE). To be added to
your Period 4 (CARE) Pot.

Total service for Periods 1, 2 & 3. Up to 6 years will
be Period 3, then 1 year Period 2 and any remainder
would be Period 1. In this case 6 years for Period 3, 1
year for 2, leaving 16 years 51 days (16.14 years) for
1.

Prd 1 = (FS x 1/80 x 16.14) (£4,236.75)
+ Prd 2 = (FS x 1/80 x 1) (£262.50) = £4,499.25 (a)
+ Prd 3 = (FS x1/60 x 6) (£2,100) (b) = £6,599.25 (c)
+ Prd 4 = See below (£2118,17) = £8,717.42
Prd 1 = (FS x 3/80 x 16.14) (£12,710.25)
+ Prd 2 = (FS x 3/80 x 1) (£786.50) = £13,469.75 (d)
(FS x 3) = £63,000
Prds 1 to 3 = (FS x 1/160 x 23.14) (£3,037.12)
+ Prd 4 = (CARE Total (2118.17) x 49/160) (£648.69)
= £3,685.81

(PE x 1/49) = £428.57 (e)
Total Prev CARE (TPC) at 31st March 2019
(TPC x CPI) = (1650.00 x 0.024) = £39.60 (f)
Where CPI is rate at September 2018 (2.4%)
Total CARE = TPC+ (f) + (e)
= £1,650+ £39.60 + £428.57 = £2,118.17 (g)

The breakdown of the Final Salary elements above are laid out again over on the
top of Page 4.

See (a) above

See (b) above

See (c) above

See (d) above

Calculation 2: Your estimated Pension at Normal Pension Age
Again, be careful when calculating service, to remember lost days of service due
to strikes etc. (although the impact of these is trivial). It should also be noted that
in this case, the NPA date in late 2030 is 10.74 years after the date of 31st March
2020 used in the previous calculation - relevant to the CARE Calculation below.
The Calculation is laid out on Page 5 of the booklet…

Final Salary (FS) for Periods 1 to 3 (essentially all pensionable pay for best year of recent years) (or an uprated protected pay) Uses same as Calc 1
Pensionable earnings this year (PE). To be added to
your Period 4 (CARE) Pot. Same as Calc 1.
Total service for Periods 1, 2 & 3. Up to 6 years will be
Period 3, then 1 year Period 2 and any remainder
would be Period 1. In this case 6 years for Period 3, 1
year for 2, leaving 16 years 51 days (16.14 years) for 1.

Prd 1 = (FS x 1/80 x 16.14) (£4,236.75)
+ Prd 2 = (FS x 1/80 x 1) (£262.50) = £4,499.25 (a)
+ Prd 3 = (FS x1/60 x 6) (£2,100) (b) = £6,599.25 (c)
+ Prd 4 = See below (6721.01) = £13,320.26
Prd 1 = (FS x 3/80 x 16.14) (£12,710.25)
+ Prd 2 = (FS x 3/80 x 1) (£786.50) = £13,469.75 (d)
Prds 1 to 3 = (FS x 1/160 x 23.14) (£3,037.12)
+ Prd 4 = (CARE Total (6,721.01) x 49/160) (£2,058.31)
= £5,095.43

As said above, as this can’t be known, no annual CPI
increase is applied from the time of the previous calc
and no increase in pay (although there likely would be).
So this figure is simply the Total CARE from Calc 1
above (g) (2,118.17)
+ The 10.74 years that will pass x the pension amount
from Calc 1 (e) = (10.74 x 428.57) = £4,602.84
= £6,721.01

See (a) above

See (b) above

See (c) above

See (d) above

ONE FINAL POINT: Always remember that in the LGPS, once retired, you or your estate are GUARANTEED at least 10 years annual pension. So, roughly speaking, if you die 2 years into retirement, the remaining 8 years of annual pension will go to your
nominated recipient or your estate. If settled within 2 years of death this “Death Grant” is tax free. This is in addition to any
survivors’ lifetime pension.

