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partnership pension account
What is a partnership pension account?

partnership is a stakeholder pension with
employer contributions. This is a type of
personal pension. You do not have to make any
payments to have a partnership pension
account but your employer will make
contributions on your behalf anyway. If you do
choose to contribute, your employer will match
your payments up to a further 3% of your
pensionable salary.

How does it work?

These contributions are invested for you by
your chosen provider. Over the years, your
pension fund should grow with investment
returns (the money earned by your investments),
and you use the resulting ‘pot’ to either buy a
pension when you retire or to leave to someone
on your death.

Paying into your pension
Why open a partnership pension account?

It needn’t cost you anything!

Your employer will pay in a monthly contribution
to your partnership pension account depending
on your age and salary. If you do wish to pay
something, your employer will match any
regular contributions you make (up to 3% of
your salary) and your fund will grow faster
giving you a bigger ‘pot’ to buy your pension
when you choose.

You will also be able to take up to 25% of this
‘pot’ as a tax-free lump sum (subject to the
Lifetime Allowance). You can take this at any
time from age 50 to 75 (age 55 from 2010) even
if you are still working.

If you leave the NICS you can take this pension
with you, it is yours for life. In addition, opening
a partnership pension account also gives you
access to other PCSPS(NI) benefits. If you are
unable to work through ill health, a lump sum
may be payable, or if you were to die in service,
a lump sum would be payable to your
dependants. By not joining partnership you will
miss out on these benefits.

The PCSPS(NI) has chosen three partnership
pension providers to give you plenty of choice in
how to invest your money: Standard Life,
Scottish Widows and TUC (Prudential).

How much should | pay?

You do not have to contribute anything. Your
employer will pay your age-related contribution
anyway (see Table 1 on page 5). But if you do,
your employer will pay an additional amount to
match your contributions up to 3% of your
pensionable earnings. So if you decide to
contribute 2% of your pensionable earnings,
your employer will pay an extra 2% on top of
the age related contribution. If you decided to
contribute 5%, your employer would pay an
extra 3%, as the extra matching contributions
are limited to 3%.



Your contributions will be based on your
pensionable earnings so if you are receiving
reduced pay, you will only pay contributions on
the pay you actually receive.

See Annex A on page 12 for ready reckoners
that show what different contribution rates
mean, in terms of both the cost to you in
take-home pay each month and also of the total
amount that will go into your pension ‘pot’.

What will my employer pay?

If you open a partnership pension account,
your employer will make a contribution as a
percentage of your pensionable earnings. This
varies according to your age as at the beginning
of the tax year (that is, as at the last 6 April) and
SO it may increase in the future. Current
contribution rates are shown in Table 1, below.

Table 1: Employer contributions

Percentage of your

Age at the last 6 April : :
pensionable earnings

Under 21 3
21to 25 4.5
26 to 30 6.5
31to 35 8
36 to 40 10
41 to 45 11.5
46 or over 12.5

The partnership pension account offers you
the opportunity of having a ‘free’ pension.

Your employer will make these contributions
even if you decide not to pay anything into your
account. See the table in Annex A ‘Employer

contribution if you pay nothing’ to check how
much money could be going into your account
each month.

You can always decide to pay money in yourself
as well, at a later stage. If you do, you will
benefit from even more contributions from your
employer. They will match any regular
payments you choose to make, up to 3% of
your pensionable earnings. But your
employer cannot pay any contributions until you
open an account, so first of all, you need to
choose a provider and fill in the application
forms.

What earnings are pensionable?

As a general rule, only permanent items of pay
are pensionable. This will include any
allowances which your employer tells you are
pensionable, but will not include payments such
as overtime.

Bonus payments do not normally count as
pensionable earnings, but if you receive
pensionable bonus payments, your employer
(and you, if you choose to contribute) will pay
contributions on them. You may also have
some non-cash pensionable earnings. For
example, some people may receive a 2%
uniform allowance, and others may have an
allowance for accommodation. In these
circumstances, your employer (and you, if you
choose to contribute) will also pay contributions
based on the equivalent cash value of these
non-cash pensionable earnings.

If you are on reduced pay during maternity
leave, and in certain other circumstances, your
employer will make contributions to your
partnership pension account based on the pay
that you would have expected to have had if
you had still been working.



How much am | allowed to pay?

There is no limit on the amount that you can
pay into your partnership pension account.
You will receive tax relief on any contributions
you make up to 100% of your taxable earnings
or £3,600, whichever is the higher (subject to
the annual allowance).

Your employer can only pay contributions on
earnings up to a limit. This limit is called the
‘Earnings cap’ and is reviewed annually. Your
contributions are not restricted.

Do | get tax relief?

Your employer’s contributions are based on
your pay before tax (your gross pay). But your
own contributions are taken from you after you
have paid tax. You pay a reduced contribution
which takes account of the tax relief which the
pension provider will claim back on your behalf.
So, for example, if you wanted to pay £100, we
would take £78 from your net pay (£100 less
£22 basic-rate income tax*). The pension
provider would then claim back £22 from the
HMRC, so the total amount going into your
pension fund based on your contributions would
be £78 + £22 = £100.

If you are a higher-rate taxpayer, you should
claim the extra tax relief on your yearly tax
return.

If you are a lower-rate taxpayer, you effectively
get credited with more tax than you have paid.

Example

Sue has pensionable earnings of £1,500
(gross) in the month. Sue was 28 at the
beginning of the current tax year and has
chosen to pay contributions of 2%.

Sue’s contribution is taken from her pay after
basic-rate income tax at 22% has been taken
off.

2% x £1,500 x (100-22) + 100 = £23.40

Sue’s employer contributes:

* an age-related contribution of 6.5% x
£1,500 = £97.50; and

» a matching contribution of 2% x £1,500
= £30.

Total employer contribution =
£97.50 + £30 = £127.50

Sue’s pension provider claims back the tax on
Sue’s contribution.

Tax claimed back =
£23.40 x 22 + (100-22) = £6.60

Total payment into Sue’s pension fund =
£23.40 + £127.50 + £6.60 = £157.50

Please note this figure is based on HMRC tax
rates for year 2007-08. From 6 April 08, the
lower rate tax level is 20%.



How do | make my payments?

Your employer will normally take regular
contributions from your pay and pay it
automatically to your chosen provider.

What happens if I'm not working?

If you are not receiving earnings from us (for
example, if you are on a career break), you may
continue to make contributions up to £3,600 a
year. Your employer will not normally be
contributing, so the best way to make
contributions is probably to set up a direct debit
to your partnership pension account from your
bank account.

What about National Insurance?

You pay National Insurance (NI) contributions at
the standard rate. These contributions will
entitle you to the basic State Retirement
Pension and State Second Pension (S2P)

(the new name for the State Earnings-Related
Pensions (SERPS)). The current rates are
available on the HMRC website:

www.hmrc.gov.uk/rates

Alternatively, contact us for information.



How to open a partnership pension account

If you are in premium or nuvos — obtain switch form, complete it and follow the steps below.
If you have opted out — contact your employer
If you are a new entrant, follow the steps below.

1. Look at the leaflets enclosed with the PensionChoices booklet for
information about the providers. The leaflets also give the providers’
contact details. You can also look on the Civil Service Pensions
website: www.civilservicepensions-ni.gov.uk for more information.

2a. | have looked at the leaflets but 2b. | have chosen a provider from
am not sure which provider to choose. the information given in the leaflets.

3a. Contact the providers to get their 3b. You will only need to contact
application pack (using the contact your chosen provider for their

details in the leaflets). Or, if you wish, application pack. This pack will
you can download an application include the application form for

pack from the provider’s website. You you to complete. If you wish, you
can contact more than one provider can download an application pack
to help you to make your choice. from the provider’s website.

4. Complete the provider application form enclosed with the
information from the provider.

5. Complete the PensionChoices form. This form also asks you to name
someone to receive any lump sum that we will pay if you die in service.

6. Send the completed provider application form and PensionChoices
form in the envelope provided.

Your employer will then contact your provider to ~ When this is complete, you will receive
set up your partnership pension account and confirmation from your chosen provider.
arrange for payments to be made to your

provider.



Choosing your pension fund
What choice do | have?

You need to choose with which stakeholder
pension provider you want to invest your, and
your employer’s, contributions.

Stakeholder pensions are a type of personal
pension which offer reduced charges and make
it easier for you to move your pension from job
to job. We have chosen a panel of stakeholder
pension providers to offer the partnership
pension account based on their financial
strength, their funds, their charges, their
administration and their willingness to work with
us to provide the pension account. The
providers are as follows.

¢ Scottish Widows
* Standard Life
* TUC/Prudential

Your New Entrant Pack contained more
information about each of the providers
including details of how to contact them for
more details. Alternatively you can get more
information about providers from the links on
our website:

www.civilservicepensions-ni.gov.uk
Where do | start?

Read the leaflets about the providers and
decide which of them you want to contact for
more information. You can contact as many of
the providers as you like. They will send you a
full information pack within a few days. Or, you

might want to do some research on the Internet.

You can either go direct to the providers’
websites or use the links from our website.

The things you might want to think about when
choosing your pension provider might include:

* the sort of organisation offering the
stakeholder pension;

* the types of funds on offer;

« the funds’ performance; and

* the level of charges.

You must choose just one provider, but
remember that you don’t have to invest all your
money in a single fund. The providers’
application forms allow you to split your
contributions across a range of funds if you
want.

Do | have to choose an investment fund?

You will see from the providers’ information that
each provider offers a wide range of investment
funds, including a ‘default’ option. If you choose
a provider but don’t want to choose an
investment fund, all contributions made by you
or your employer will be invested in the
provider’s default fund.

Read the providers’ information to find out about
the different funds on offer. When looking at
past performance, remember that it may not be
a reliable guide to performance in the future.

How do | choose a fund?

A successful investment is not simply one that
delivers high returns (the money your
investments earn).

It is also one that gives you the right balance of
investment return and security for your money.
What is the ‘right’ balance will vary from one
person to another and will also vary with age.

You must remember that the value of some
investments can go down as well as up, and
this is often shown in the returns available to
investors. Put simply, if you are guaranteed
that the amount you have invested can never
go down, you cannot expect to get very high
returns.

On the other hand, if you are prepared to take
the risk that your investment might go up and
down in value, you would expect the possibility
of higher returns as the price to pay for that risk.

As a general rule, if you have many years
before you retire, you may wish to consider
having at least part of your pension fund
invested in investments which carry a greater
risk, but as you approach retirement, you may
wish to move into investments which are
guaranteed.



This makes sure that your pension ‘pot’ will not
fall in value just before you retire, when you
want to use it to buy yourself an ‘annuity’ (the
income you buy with your pension). Every
situation is different and what is right for
someone else may not be right for you.

The most appropriate funds for you will be
those which most closely match your attitude to
risk and investment. Your attitude to investment
might also include things like the type of
industries you are happy to invest in. For
example, you might prefer to have your pension
in an ‘ethical’ fund which does not invest in
certain companies or sectors of industry. We
suggest that you read the providers’ information
packs and, if you need to, talk through with the
providers the differences between the funds
they offer.

You may wish to consult an independent
financial adviser. You are likely to have to pay
for their advice, but if you belong to a union,
you may want to ask them if they have access
to independent financial advice at special rates.

What are ‘lifestyle’ funds?

Many providers offer a ‘lifestyle’ option for
people who don’t want to have to choose a
fund. The basic idea is that your money is
invested mainly in company shares (or ‘equities’)
while you are young and then switched into
safer investments as you approach

retirement. You could, of course, manage your
investments for yourself along these lines, but
the ‘lifestyle’ option means that the switching
happens automatically.

If you think that a ‘lifestyle’ option sounds like a
good idea for you, remember that the details will
vary from one provider to another. In particular,
you need to be happy that you like the sound of
the fund (or funds) used for investing when you
are young and that the system for switching you
into safer investments looks appropriate for you.

If you choose a ‘lifestyle’ option, it is very
important that your pension provider knows
when you plan to draw your pension, as this
affects when they start switching you into safer
investments. You should make sure you tell
your provider in good time when you plan to
draw your pension.

How will | find out how my fund is
performing?

Your provider will send you a statement each
year. This will show the value of your fund and
the contributions paid, together with a rough
idea of what this may mean in pension terms at
pension age. You must, therefore, tell your
provider whenever you change your address.

You can also view the performance of each of
the funds on the providers’ websites.

You may be able to track the performance of
your fund by registering with your provider, to
use their secure online facilities.

Will the Government guarantee my pension?

The Government cannot guarantee your
pension.



How big will my pension be?
The amount of your pension will depend on:

« the amount of money invested in your
fund;

* the performance of your investment fund,;

» when you decide to take your pension —
that is, how long the money remains
invested;

» what type of annuity you choose;

« the cost of annuities at the time you choose
to retire. (The cost of an annuity is subject
to market forces.)

It is important that you give your pension fund a
regular ‘health check’ over the years to make
sure you are on track to get the sort of
retirement income you want. You will receive
annual statements that show the value of your
fund, to help you with this. And remember that
contributions made while you are young are
going to have more years to grow with
investment returns.

When can | draw my pension?

Under current legislation, you can draw your
partnership pension at any time between the
ages of 50 and 75 (age 55 from 2010).

You choose the timing to fit in with your
personal circumstances. You also decide
whether or not you want to provide a pension
after your death for your dependants.

When you draw your pension, you can choose
to take up to 25% of your pension ‘pot’ as a
tax-free lump sum (subject to the Lifetime
allowance).

How do | get my pension?

You will need to contact your provider to start
the process. Remember that you choose when
you start to draw your pension. It doesn’t have
to be when you ‘retire’ from the NICS — you can
currently draw your pension at any age from 50
to 75 (age 55 from 2010). But you may want
your pension to start as soon as your NICS pay
finishes.

Whenever you decide to take your pension, you
will need to turn your pension ‘pot’ into an
income for life — a pension. This is also known
as an annuity. Insurance companies sell
annuities, but you do not have to buy your
annuity from the pension provider you have
used over the years. Your provider will give you
an illustration of the amount of annuity your
pension ‘pot’ would buy with them, but you can
buy your annuity with a pension provider
outside the PCSPS(NI) partnership
arrangements. This is called an ‘open market
option.” This means that you can shop around
for the best deal. You may wish to consult an
Independent Financial Adviser to help you with
this.

When you come to buy your annuity, you will
have a lot of flexibility in the sort of pension you
can take.



Things to think about will include the
following:

Tax-free cash

You can usually take up to 25% of your pension
‘pot’ as a tax-free lump sum when you retire.
But obviously, as this reduces, the lump sum
you have available to buy an annuity with, your
pension income will be smaller.

Who do you want a pension for?

You may choose to buy an income for just
yourself, or you may want your spouse, civil
partner or partner to continue to get an income
after you die. If you want to provide an ongoing
income for your dependants, what percentage
of your own income should this be?

Pension increases in retirement

You will need to choose the way in which your
income will increase from year to year. If you
choose your pension to be a fixed amount of
money, it will reduce in value as inflation goes
up each year. However, if you choose a
pension that goes up with inflation each year,
you will find that the pension is quite a bit less
to start with than the pension you would get if
you choose a pension of a fixed amount each
year.

These are only some of the things you should
think about when nearing retirement. If your
pension ‘pot’ is very large, you may be
interested in ‘income draw down’, where you
can draw income from your fund and delay
buying an annuity.

Turning your pension ‘pot’ into income is an
important decision and one where you might
want to get independent financial advice,
particularly if your pension ‘pot’ is the whole of
your pension savings.

Can | carry on working after | draw my
pension?

Yes. Drawing your pension doesn’t have to be
linked to retiring from work. You can even open
another partnership pension account with the
same or different partnership pension provider.

What about State benefits?

You will receive a basic State Retirement
Pension linked to the number of years when
you have paid National Insurance contributions.
On top of this, you will receive the State
Second Pension (S2P). If you want to, you
can choose to opt out of (leave) S2P. If you do
opt out, although you and your employer
continue to pay the higher rate of National
Insurance contributions, the State will pay an
age-related rebate (refund) into a separate
pension ‘pot’ for you. This is called
‘contracting-out’.

Ask one of the pension providers for more
details if you think you might be interested in
this. Make sure you understand what you are
giving up and what you might receive in the
future before you decide. In particular, you
should be aware that you will not have as much
flexibility in choosing the sort of pension that
you would like.



Leaving the Civil Service
What happens if | die before | retire?

If you die before you draw your pension, your
pension provider will pay the value of your
pension ‘pot’ to the person you have named on
the pension application form and/or provider’s
form.

The value of your pension ‘pot’ will be the
contributions that you and your employer have
made, plus investment returns over the years.

If you die before you leave the NICS, we will
also pay a lump sum of three times your
pensionable earnings to the person you have
named, either on your PensionChoices

form, or on a later amendment. If you want to
change your nomination at any time, you can do
this using the Death Benefit Nomination form
available on the PCSPS(NI) website:

www.civilservicepensions-ni.gov.uk

under ‘Resources’. Alternatively, you can
contact us.

What happens if | become too ill to work?

If you have to leave the NICS before you are
60, and our medical adviser agrees that you
cannot do your job because your health has
broken down permanently, we may pay you a
lump sum when you leave. We will work this
out as 20% of your pensionable pay for every
year of service, up to a limit of three years’ pay.
We will only pay the lump sum if you have
worked for us for at least two years, and it
cannot be more than the pay you would have
had if you had continued in work until you were
60.

If you leave the NICS because of ill-health, you
may want to consider drawing your pension
early. This is usually possible, but your pension
is likely to be reduced because of early
payment. If you are so ill that you are expected
to have a shorter life expectancy, your pension
provider will take this into account when they
work out the amount of your pension.
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What happens if | leave my job?

If you resign, your employer’s contributions will
stop.

Your pension fund is yours, no matter what your
job.

Depending on the pension arrangements in
your new job, you may be able to carry on
paying into your pension account or you may
just leave it to earn investment returns. Or, you
may want to transfer your fund to another
pension provider or to your new employer’s
pension scheme. The choice is yours, but if
you are considering transferring your fund to
another provider or to a new employer’s
pension scheme, make sure you understand
what you are giving up and what you are getting
in return.

What happens if | am made redundant?

Your employer will pay you compensation for
loss of employment. Your employer’s
contributions into your pension account will stop
when you leave work, but your fund will
continue to earn investment returns. You may
be able to carry on paying in if you want to.

You can draw your pension whenever you like
after you reach 50 (age 55 from 2010), but your
pension is likely to be higher if you draw it later.

You can ask us for more details about
redundancy payments, but talk to your pension
provider if you want to draw your pension early.



Making changes to your partnership
pension

Can | change to another investment fund?

You can change investment funds whenever
you want to — just contact your provider.

Can | change my contributions?

You can change the level of your regular
monthly contributions when you like, but you
should give us or your employer three months’
notice in writing.

You can make extra contributions whenever you
like during the year, but your employer will not
pay matching contributions. The best way of
making extra contributions is to send a cheque
to your provider.

Can | change to a different pension provider?

If you want to change to a different pension
provider on our panel, you can only do this from
1 April or 1 October in any year. You need to
give us at least three months’ notice.

Can | move to the premium or nuvos
pension scheme?

Depending on the pension choices you were
given when you started work, you can either
‘switch’ to premium or nuvos. You will not have
the choice of both schemes. If you do decide to
switch, you will have one further opportunity to
switch back to partnership if you wish to do so.

We only allow you to switch either on 1 April or
1 October each year, and you must give us at
least three months’ notice in writing.

To find out which scheme applies to you and to
find out more about switching, contact us.

Finding out more

For questions about investment choices and
your pension fund, contact your pension
provider.

* To find out more about ‘contracting-
out’ of (leaving) the State Second
Pension, ask any of the pension
providers.

 To find out more about ill-health or
death benefits, contact us.

* To find out more about switching into
the premium or nuvos pension
schemes, contact us.

Civil Service Pensions
Waterside House
75 Duke Street
DERRY
BT47 6FP

Tel: 028 7131 9000
Fax: 028 7131 9234

email: cspensions.cpg@dfpni.gov.uk

Web: www.civilservicepensions-ni.gov.uk
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Annex A
Figures based on HMRC tax levels for year 2007 - 08

Your choice of contribution level

1% 2%
Your
pensionable
earnings in
a year

Amount Amount
Monthly going Monthly going
cost into your cost into your
to you pension to you pension
fund fund

3%

Amount
Monthly going
cost into your
to you pension
fund




Employer contribution if you pay nothing

Your Your employer’s standard monthly contribution to your
pensionable pension fund at different ages
earnings in

ayear

Under 21 21to 25 26 to 30 31to 35 36 to 40 41 to 45 46 or over




Combined figures 1% contribution

Your Your Total monthly amount_ going into your pension
pensionable monthly fund at different ages
earnings in contribution
a year 1%
/ (1%) Ug‘ier 211025 261030 31to35 36t040 41to 45

46 or
over




Combined figures 2% contribution

Your Your
pensionable monthly
earnings in contribution

ayear (2%) U“Z‘ier 21 t0 25 26 to 30 31 to 35 36t0 40 41 to 45

Total monthly amount going into your pension
fund at different ages

46 or
over




combined figures 3% contribution

| . Your Total monthly amount going into your pension
pensionable mont'hly. fund at different ages
earnings in  contribution

a year 3%
. = Unzier 21t025 26t030 31t035 36t040 41to 45 §Se0rr




Technical terms

Annual Allowance

The Annual Allowance is the amount by which
the value of your pension savings can go up in
any year before you pay tax at the higher rate.
This amount is set by HMRC.

Annuity

A pension for life. When you want to draw your
pension, you will use your pension ‘pot’ to buy
an annuity which will provide your income
during retirement.

Contracting-out

You can opt out or ‘contract-out’ of (leave) the
State Second Pension. Although you and your
employer continue to pay the higher rate of
National Insurance contributions, the State will
pay an age-related rebate (refund) into a
separate pension ‘pot’ for you.

Earnings cap
This is the limit on earnings on which you can
contribute to your pension.

Income draw down
This is an option to draw income from your fund
and delay buying an annuity.

Lifetime Allowance

The Lifetime Allowance is the total value of all
your private and work pensions (but not any
state pension) which you can build up without
paying extra tax. The amount is set by HMRC.

Lifestyle

This is an investment approach where money is
switched from company shares to safer
investments as you get nearer to retirement.

nUvVos pension scheme
A defined benefit occupational pension scheme
based on salary in each year of service.

partnership pension account

In this scheme, your pension will be based on
the level of your, and your employer’s
contributions, the performance of your chosen
fund, and the annuity you buy with your pension

pot’.

Pensionable bonuses

Bonus payments do not usually count towards
your pension, but your employer may have
agreed that they can.

Pensionable earnings

Pensionable earnings are all earnings which
could count towards your pension. They can
include non-cash items, for example, uniforms
or accommodation.

premium pension scheme

In this scheme, your pension is based on your
years of service and final pensionable earnings.
Contributions are currently 3.5% of your
pensionable earnings.

State Second Pension (S2P)

This is the additional State pension (on top of
the basic State Retirement Pension) that used
to be called State Earnings-Related Pension.
The amount you receive depends on your
National Insurance contributions.
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