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. An overview of the NHS Pension Scheme
. The new retirement flexibilities
. The McCloud Remedy

. How you can support your staff to

understand the NHS Pension Scheme
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An overview of the NHS
Pension
Scheme




What you get for being a member

Benefits for YOU Benefits for OTHERS
A pension - payable for life on retirement, Life cover protection
with increases each year (generally 2 x annual earnings)
Tax-free cash lump sum Benefits for adult dependants

(up to 50% of your pension,

usually with enhancements if you die
[ll health pension benefits before Normal Pension Age)
(usually enhanced)

Benefits for children
Tax relief on pension contributions (up to 25% of your pension, usually with
(and your employer helps pay for benefits) enhancements if you die before Normal
Pension Age)




Different NHS Pension Schemes

Final salary

1/80 (1.25%) pension
plus lump sum

Normal Pension Age = 60

(different rules apply for special class
and mental health officer status
holders)

Final salary

1/60 (1.67%) pension

Normal Pension Age = 65

CARE
(Career Average Revalued Earnings)

1/54 (1.85%) pension
(plus inflation, plus 1.5%)

Normal Pension Age = State Pension
Age (minimum 65)




Some key facts about
your NHS Pension

' What happens when | take my pension?

* It’s paid for the rest of your life.

* It'sincreased each year, by inflation.

*  You can take some tax-free cash when you retire
(sometimes by swapping it for pension).

- Is my NHS Pension guaranteed?
N~ * Your pension does not depend on investment
markets.

*  Your defined benefit pension in the NHS Pension
Scheme is backed by the government.




When can benefits be taken?

NHS Pension Scheme benefits are designed to be taken from Normal Pension Age.
Normal Pension Ages differ by scheme.

1995 Section 2008 Section 2015 Scheme

Age 60 Age 65 Your State
Pension Age
(minimum 65)

Benefits in different schemes can be taken separately.
Benefits can also be taken early.



When can benefits be taken?

If taking benefits from Normal Pension Age, your pension is paid monthly for the rest of your life. It
increases in line with inflation each year.

So it looks like this:

»
»

Your pension goes
up each year to

I protect it from
inflation.
Your pension is
> paid for the rest of

Pension paid per year, £

Years your life.

Your Normal
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Taking your benefits early

Benefits are designed to be taken from Normal
Pension Age, but...

Benefits can be taken early
(within limits) if you want to.

If they’re taken earlier they are paid for
longer.

Therefore, they’ll be reduced to make your
pension last those extra years.

We’'ll show you how this works next.
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What if benefits are taken early?

For example, if you’'re taking your pension 5 years before Normal Pension Age, your pension needs to
be paid for 5 extra years.

Your pension is rearranged so this is possible.

This is like some of your future pension being paid earlier, to cover the extra years.
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5 years early Your Normal
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What if benefits are taken early?

For example, if you’'re taking your pension 5 years before Normal Pension Age, your pension needs to
be paid for 5 extra years.

Your pension is rearranged so this is possible.

This is like some of your future pension being paid earlier, to cover the extra years.

»
»

Your pension still

goes up each year,
to protect it from
inflation.

I Your pension is still

Pension paid per year, £

paid for the rest of
Years your life.

5 years early Your Normal
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What if benefits are taken early?

w A

§ Your pension still

> goes up each year,

8 to protect it from

° inflation.
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Q I Your pension is still

» paid for the rest of

t t Years your life.

5 years early Your Normal

Pension Age

As some of your pension has been paid early, you start with a lower pension than what you would have had from Normal Pension Age.

The earlier you take your benefits, the more years have to be paid early, so the lower the pension you’ll start on.

But it’s the same value of pension, just spread over longer to give you more flexibility on how you take it.
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New retirement
flexibilities




Department of Health
announces and confirms
new flexibilities

Timeline of flexibilities

“Pensionable Re-
employment”

Members drawing 1995
Section benefits and
returning to work can
now build up new 2015
Scheme benefits

Removal of “16-hour
rule”

There will no longer be a
restriction on the weekly
number of working

hours in the first month.

“Partial Retirement”

Members can take some (or
all) of their pension and
keep working without
breaking their contract.

“Pensionable pay” has to
reduce by at least 10%.

These flexibilities are already available for 2008 Section and 2015 Scheme benefits.

© Isio Group Limited/lsio Services Limited 2023. All rights reserved.
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After the changes,
what’s available?

Change of role

Keep working in the NHS but
step down to a different role
with a lower salary.

Benefits build up more
slowly.

Past benefits unaffected with
pay protections.

©sio Group Li jices Limited 2023

Part-time

working

Keep working in current role
but do fewer hours.

Benefits build up more slowly.

Past benefits unaffected.

Partial
retirement

(Draw down)

Take some (or all) of your
pension, reduce pensionable
pay and carry on working.

Future benefit build up based
on new pay.

Retire and
return

Leave employment, take a
(short) break, draw pension,
and return to work.

Likely to be for where draw
down doesn’t work.

Keep building up new benefits.

Document Classification: Confidential
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Voluntary protection of pay (1995 Section)

Benefits built up in the 1995 Section are
linked to your final pensionable pay when
you retire.

If you change role and your pensionable
pay reduces, this could affect your future
1995 Section benefits.

So you might want to consider voluntary
protection of pay.

This means that any benefits you haven’t
already taken are calculated using your
pensionable pay before it was reduced.

You can apply for voluntary protection of pay if:

- You have reached minimum pension
age

- Your pensionable pay has reduced by
at least 10% for 12 months

Once you can show that your pensionable pay
reduced by 10% for 12 months, you’ll need to make
your application within 3 months...

You don’t need to worry if you are moving to a part-
time role as the 1995 Section is calculated using your
“whole-time equivalent” pensionable pay.
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An example — partial retirement

Before Partial Retirement

Income

(in payment) Current
Salary
Pension building 1995
up Section

(not in payment)

pension

1995 cash

2015 Scheme
pension

© Isio Group Limited/lsio Services Limited 2023. All rights reserved.

Reduction of at least 10%
To pensionable salary

Partial Retirement
(eg: At age 60)

1995
Section

pension 1995 cash

2015 Scheme
[ e

1995 Section benefit taken alongside the new
(pensionable) salary.

From 1 October 2023, all 1995 Section
members can draw benefits and keep building
up 2015 Scheme pension.

Full Retirement
(eg: At State Pension Age)

| State X
1 pension |
! 1

pension

1995
Section
pension

All NHS Pension Scheme benefits put into
payment.

More 2015 Scheme benefits have been built
up.

1995 Section and 2015 Scheme pensions are
linked to inflation in payment.

State Pension on top for those eligible.
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The McCloud Remedy

Also known as ‘Public Service Pensions Remedy’

isio.




What is McCloud?

1995 or 2008 Section 2015 Scheme

2015

scheme automatically, whilst some where offered “protection” and moved into the

@ On 1 April 2015, the 2015 Scheme was introduced. Some members were moved into the
scheme at a later date (or not at all).

@ This “protection” was based on age and was later found to be age discriminatory.

The process of removing this discrimination is called the “McCloud Remedy”.



Who is affected by McCloud?

I :

31 March 2012 1 April 2015

Only some people are affected by McCloud.

To be affected, you needed to be a member of the NHS Pension Scheme, or another public service pension
scheme, on or before 31 March 2012 and:

* You needed still to be a member of the scheme on or after 1 April 2015

e Orifyou left the scheme after 31 March 2012, you needed to have re-joined the scheme within 5 years

If you joined the NHS Pension Scheme for the first time after 31 March 2012,
you are most likely not affected by McCloud
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Why is are mEdy need Ed ? Q Key term — The “remedy period” refers to 1 April

2015 and 31 March 2022

When the 2015 Scheme was introduced, members were moved into the scheme at different points, depending
on their age.

Unprotected members

2q15 2022

Taiered irotectlon members I I
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What’s going to happen

To put things right, everyone affected will have the pension they built up during the remedy period put into their

legacy scheme Unequal Equal /
/’ ____________________ \
Unprotected
2015 2022

Choice at retirement

m Taiered irotectlon members I I

201,5 2022

© Isio Group Limited/lsio Services Limited 2023. All rights reserved. Document Classification: Confidential
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* |f you're affected, when you retire you'll
be given a choice as to whether you want
to take benefits from the 1995/2008
Scheme or the 2015 Scheme for the
pension you built up during the remedy
period.

* Your choice won’t affect any benefits you
built up before the remedy period. These
benefits are unaffected by McCloud.

* NHS Pensions will provide you with the
information you need to make your
decision.




What happens if | want to retire before 2024?

Can | retire before choice at retirement is available?

Yes, if you wish

NHS Pensions will be able to offer choice at retirement from April 2024.

If you retire before this, you’ll still be given a choice. NHS Pensions will contact you as
soon as possible after you retire and will offer you your choice retrospectively.

NHS Pensions expects to have contacted the majority of retired members by April 2025.

If your choice changes the amount of pension you receive, NHS Pensions will backdate all
payments to your date of retirement. You won’t miss out!

25



© Isio Group Limited/lsio Services Limited 2023,

Supporting your staff to
understand their
pension




Explaining the NHS
Pension Scheme to staff

The NHS Pension Scheme is a really important part of an employee’s total reward, but is often not

really understood.

Online webinars to provide training to HR/
Workforce colleagues to support
conversations

Resource packs explaining the value of the
pension

Flexible Retirement
How your pension can support you to work flexibly

Online webinars for staff

121s for staff affected by complex topics
(e.g. the annual allowance)

Financial Wellbeing
Tips to support employees to manage their
finances during the cost-of-living crisis
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Explaining the NHS
Pension Scheme to staff

The NHS Pension Scheme is a really important part of an employee’s total reward, but is often not really
understood. You can help employees by providing:

® 00

Training to support HR/ Online educational webinars 121s for staff affected by Resource packs (e.g. videos,
Workforce colleagues to have  for staff on different complex pensions topics (e.g.  posters and flyers) to support

conversations about the pensions topics the annual allowance) total reward conversations
pension scheme with staff

© Isio Group Limited/lsio Services Limited 2023. All rights reserved.
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Appendix
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McCloud and partial retirement

Choice at retirement could change the value of
your future pension. This might affect how much
pension you want to take on partial retirement.

If you want to take partial retirement before your
choice is available, you might only want to take
benefits you’ve built up before the remedy period
as they won’t be affected by your McCloud choice.

2 |”

NHS Pensions’ “McCloud Percentage Tool” will
help you understand how much of your pension
this is.

© Isio Group Limited/Isio Services Limited 2023. All rights reserved

INHS|

Business Services Authority

P — T —

McCloud Percentage Tool

Input details in yellow boxes
Years Days
Reckonable Membership to 31/03/2022 | | |

Were you full time or part time between 01/04/2015 and 31/03/2022?
How many hours/sessions per week did you work hetween 01/04/2015 and 31/03/20227?
What were the full time equivalent hours/sessions per week?

Maximum percentage that can be drawn down 0%
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