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@ DIFFERENT AVC SCENARIOS TO BE AWARE OF squ-frl._vngK éﬁ'ﬂﬂ

What are the scenarios?

2  Member wishes to amend their
AVC payments (increase or
decrease)

2  Member decides to cease paying
into the AVC

2>  Member is leaving to work
elsewhere

2>  Elects to retain AVC and benefits
with Southwark Council

2> Elects to transfer AVC and benefits
to another pension provider

2>  Elects to retain only the AVC with
Southwark Council

2  Member elects only to transfer the
AVC to another provider

Administrating AVCs| www.southwarkpensions.co.uk

If the member is retiring they might want to:

2>  Take the AVC as maximum tax-free cash
lump sum

2>  Take the AVC as maximum tax-free cash
lump sum and surplus as an annuity within
the Local Government Pension Scheme
(LGPS)

Take the AVC as an annuity in the LGPS
Take the AVC as an annuity with Aegon
Use the Open Market Option

v Vv VvV

Defer claiming the AVC until a later date
but before age 75 years old (only pre 2014
members have this option and they lose
the option to purchase an annuity within
the LGPS if they defer)
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WHAT TYPE OF PENSION ARRANGEMENT ARE AVCs? SOUTHWARK

2 For clarity, the LGPS is a defined benefit
(DB) pension scheme with an in-house AVC
arrangement provided for within its
regulations.

2 The in-house AVC arrangement is a defined
contribution (DC) scheme.
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@ DO THE PENSION FLEXIBILITIES APPLY TO IN-HOUSE AVCs? S?HH',)O’QBK

2 Members of DC schemes now have increased flexibility over how they
can take their retirement income. From 6 April 2015 (subject to their
pension scheme offering) members of DC schemes can use their pension
pots in four main ways:

>

>
>

>

Buy an annuity (or scheme pension, if offered by the scheme, with
or without a pension commencement lump sum);

Enter into a flexi access drawdown arrangement;

Take a number of lump sums from uncrystallised funds at different
stages i.e. an Uncrystallised Funds Pension Lump Sum (UFPLS); or

Take the entire pot from uncrystallised funds in one go (UFPLS).

2 Although the in-house AVC arrangement within the LGPS is a DC scheme
which provides money-purchase benefits, the increased flexibilities
mentioned above i.e. flexi access drawdown and the option of taking
one or more UFPLS are not permitted in the LGPS.
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4R)  AVC OPTIONS ON RETIREMENT SOUTHWARK

When a member takes their main scheme benefits from the LGPS they
must notify the relevant administering authority how they would like to
use their accumulated AVC plan, in accordance with the options below:

1. Buy an annuity (Open Market Option) - members can choose from an
insurance company, bank or building society while taking their main scheme
benefits at the same time. They can also buy more than one annuity if they
wish.

2. Buy a top-up LGPS pension - members can use some or all of their AVC plan
to buy a top-up pension from the LGPS but, for pre 2014 AVC plans, only if
the member takes immediate payment of their main scheme benefits when
they leave the scheme.

3. Take a pension commencement lump sum - members can take up to 100%
of their AVC plan as a tax-free lump sum if taken at the same time as the
main scheme pension provided, when added to any LGPS lump sum, it does
not exceed 25% of the overall value of the LGPS benefits (including the AVC
plan) or 25% of the member’s available lifetime allowance.
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AVC OPTIONS ON RETIREMENT (CONT.) SOUTHWARK

4. Buy extra membership in the LGPS - if the member’s AVC contract started
before 13 November 2001 the member may be able, in certain circumstances
(such as flexible retirement, retirement on ill-health grounds or on ceasing
payment of AVCs before retirement) to convert the AVC plan into extra LGPS
membership in order to increase their LGPS benefits. The extra membership
will provide a pension of 1/60th of final pay for each year of membership
purchased.

5. Leave their AVC plan invested and use it at a later date - if the member
has a pre 2014 AVC plan they can elect to defer taking their AVC anytime up
to the eve of their 75th birthday. However, members that take their AVC at a
later date can normally only take up to 25% of the AVC plan as a tax-free
lump sum and would be obliged to buy an annuity from an insurance
company, bank or building society with the remainder. If a member defers
taking their AVC when they take their main scheme pension, provided the
conditions set out in the transfer section of this guide are met, they have a
statutory right to transfer out their AVC plan up to the eve of their 75th
birthday.
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AVC OPTIONS ON RETIREMENT (CONT.) 5 Y St

Note, members with post 2014 AVC plans or protected post 2014 AVC plans must
take their AVC at the same time as they take their main scheme benefits (except
for some flexible retirees, see below).

It’s possible for a member to take a combination of options one, two and three, if
they’re eligible for those options individually.

If a member flexibly retires and their AVC contract started on or after
13 November 2001 they can choose to take some, all or none of their AVC plan in

one of the above ways at the time they take their flexible retirement benefits,
and, if they wish, continue paying AVCs.

If the AVC contract started before 13 November 2001 the AVC contract will cease,
and the member will have to use all of the AVC plan in one of the above ways at
the time they take their flexible retirement benefits.
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TRANSFERRING AVCS INDEPENDENTLY OF MAIN

SCHEME BENEFITS b

2> A member with an entitlement to a deferred benefit under the
scheme (or who has met the vesting period required for an
entitlement to a deferred benefit) who also has an AVC plan can

transfer out their main scheme benefits and not their AVC plan, or
vice versa.
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@ AVC TRANSFERS i

In respect of AVC transfers the following conditions must all be met:

> No crystallisation event has occurred in relation to LGPS AVC benefits in
that or any other LGPS fund (other than Pension Credit rights derived from
AVCs or a survivor’s pension derived from AVCs). Note that a crystallisation
event for this purpose is payment of a pension or annuity derived from the
AVCs. If the member has previously taken an AVC plan wholly as tax-free
cash, this (perhaps perversely) will not constitute a crystallisation event
for the purposes of section 93(3) and (7) of the Pension Schemes Act 1993.

2 The member is no longer actively contributing to an AVC in that or any
other LGPS fund.

2 If the member has more than one AVC plan in the scheme, they must elect
to transfer them all, even if those AVC plans are in different LGPS funds.
This is in accordance with section 96 of the Pension Schemes Act 1993.6. A
transfer out can be made to one or more receiving schemes by virtue of
section 96(1) of the Act.
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@ AVCs AND AGGREGATION SOUTHWARK

2 Regulation 17(11) of the LGPS 2013 Regulations requires that where
an active member aggregates a deferred benefit account or deferred
refund account with an active pension account, the realisable value
in any deferred AVC account must be transferred to an arrangement
under regulation 17 and the member may make an election to make
further payments to the arrangement, if they so wish.

2 However, for certain members who took out their AVC plan before
1 April 2014 the situation can differ. The table that follows
summarises the position and has been aligned with the aggregation
scenarios, as set out in the aggregation technical guide. All scenarios
assume the member re-joins the scheme on or after 1 April 2014.
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@ AVCs AND AGGREGATION (CONT.)

Aggregation scenario

A1l - deferred refund with all
post 31 March 2014
membership (or treated as if it
were post 31 March 2014
membership)

Main scheme benefits

Automatic aggregation

AVC plan prior to
transfer
Post 2014 plan

Automatic aggregation

Regulation

LGPS 2013 17(11)

A2 — deferred benefit with all
post 31 March 2014
membership (or treated as if it
were post 31 March 2014
membership)

Automatic aggregation unless
member elects to keep
separate within 12 months of
re-joining or concurrent
employment ceasing

Post 2014 plan

Automatic aggregation
(where deferred benefit
account is aggregated)

LGPS 2013 17(11)

B1 — deferred refund with mix
of pre and post 1 April 2014
membership with a break of
less than five years and active
in the scheme on 31 March
2014 and 1 April 2014

Automatic aggregation

Protected post 2014 plan

AVC must be aggregated
unless the member elects
not to

LGPS 2013 17(11)
Transitional regulations
and 15(3)

Post 2014 plan

Automatic aggregation

LGPS 2013 17(11)

B2 — deferred benefit with mix
of pre and post 1 April 2014
membership with a break of
less than five years and active
in the scheme on 31 March
2014 and 1 April 2014

Automatic aggregation unless
member elects to keep
separate within 12 month of re-
joining or concurrent
employment ceasing

Protected post 2014 plan

AVC must be aggregated
unless the member elects
not to (where deferred
benefit is aggregated)

LGPS 2013 17(11)
Transitional regulations
15 (3)

Post 2014 plan

Automatic aggregation
(where deferred benefit
account is aggregated)

LGPS 2013 17(11)
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@ AVCs AND AGGREGATION (CONT.)

Aggregation scenario

Main scheme benefits

AVC plan prior to transfer

AVCs
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C1 - deferred refund with a mix of
pre and post 1 April 2014
membership with a break of more
than 5 years and active in the
scheme on 31 March 2014 and 1
April 2014

N/A — refund should already have
been paid

C2 — deferred benefit with a mix of
pre and post 1 April 2014
membership with a break of more
than 5 years and active in the
scheme on 31 March 2014 and 1
April 2014

Automatic aggregation unless
member elects to keep separate
within 12 months of re-joining

Protected post 2014 plan

Automatic aggregation (where
deferred benefit account is
aggregated)

LGPS 2013 17(11)

Post 2014 plan

Automatic aggregation (where
deferred benefit account is
aggregated)

LGPS 2013 17(11)

D1 - deferred refund with pre 1
April 2014 membership only

Automatic aggregation

Pre 2014 plan

Automatic aggregation

LGPS 2013 17(11)

D2 - deferred benefit with pre 1
April 2014 membership only with a
break of less than five years

If member elects to be treated as if a
member on 31 March 2014 and 1
April 2014 within 12 months of re-
joining - benefits are aggregated with
final salary protection

If member does not elect to be
treated as if a member on 31 March
2014 and 1 April 2014 within 12
months of re-joining - can elect to
aggregate as earned pension

Pre 2014 plan

AVC must be aggregated unless
the member elects not to
(where deferred benefit is
aggregated)

LGPS 2013 17(11)
Transitional regulations 15(3)

Automatic aggregation (where
deferred benefit is aggregated)

LGPS 2013 17(11)

D3 — Deferred benefit with pre 1
April 2014 membership only with a
break of more than five years

May elect to aggregate

Pre 2014 plan

Automatic aggregation (where
deferred benefit is aggregated)

LGPS 2013 17(11)
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BENEFIT CRYSTALLISATION EVENTS (BCEs) m thvork
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What is it?

2 The legislation specifies the occasions when a scheme administrator must
check whether the pension benefits arising (crystallising) at that point

exceed a member's available lifetime allowance. These occasions are
known as BCEs.

AVC option documents and flowcharts are available from
www. lgpslibrary.org/assets/gas/ew/FCAVCv3.0c. pdf
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For a helping hand, please
contact us via:

@ |bspensions@southwark.
J 0207 525 4924

L1 Don’t forget to visit your
new website at:
www. southwarkpensions.co.uk

] For the national Local Government
Pension Scheme website, it’s:
www. lgpsmember.org
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