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Factors for calculation of pension offsets in the alpha pension scheme

Introduction

This note is addressed to The Pension Scheme Executive (TPSE) as scheme
manager of the Civil Servants and Others Pension Scheme (‘CSOPS’ or alpha
pension scheme). The alpha scheme was established by The Public Service (Civil
Servants and Others) Pensions Regulations 2014 (SI 2014/1964) (the ‘Regulations’)
and came into force on 1 April 2015.

The purpose of this note is to provide TPSE with the factors to be used when
calculating a reduction to benefits (‘pension offset’) in the alpha scheme following an
election by a member of the alpha pension scheme for an annual allowance charge
to be met by the scheme (known as ‘scheme pays’).

This guidance is intended to supersede any factors or advice previously issued, for
the purposes of annual allowance scheme pays offset calculations. No advice or
factors issued in the past should be used for cases after this date. In particular, this
guidance supersedes:

“Civil Service (and Others) Pension Scheme (CSOPS) - Annual Allowance charges:
Factors and guidance for calculation of pension offsets in the alpha scheme” dated 1
February 2016.

and

Addendum to GAD guidance note “ Annual Allowance charges: Factors for the
calculation of pension offsets in the alpha scheme” dated 4 April 2016

This note does not cover the method for determining the amount of any Annual
Allowance charge.

Scheme Regulations

Regulation 174 of the Regulations states that where a member elects to use scheme
pays, benefits should be ‘reduced by the scheme manager’ and that ‘the reduction of
benefits must fully reflect the amount paid by the scheme manager; and must be
consistent with normal actuarial practice’. We have interpreted this as saying that the
scheme manager is responsible for the calculation of the pension offsets (and for
producing the factors used in that calculation) having taken advice from the scheme
actuary.

Assumptions

The factors provided in this note have been prepared in light of our advice to the
Cabinet Office dated 30 October 2018 and its instructions following that advice.

Details of the principal assumptions underlying the factor tables in this guidance are
set out in Appendix A. Some important limitations are set out in Appendix B.
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1.8

1.9

Implementation

We understand scheme pays reduction factors are the responsibility of the scheme
manager. These factors will come into force with effect from 1 April 2019.

Cases not covered by this note

This note relates only to the calculation of annual allowance pension offsets in the
alpha scheme. Separate guidance was issued covering the calculation of annual
allowance pension offsets in the classic, premium, nuvos and classic plus
sections of the PCSPS (Principal Civil Service Pension Scheme).

Separate guidance has been issued on the reduction of pensions to cover lifetime
allowance (LTA) charges in the alpha scheme.

The scheme pays mechanism will not be available to all members incurring Annual
Allowance charges, and administering authorities will need to ensure a member’s
eligibility before applying the approach set out in this guidance note.

We do not envisage any other special cases not covered by this note. However, if
any do occur they should be referred to GAD.

Implementation and Review

The factors in this guidance will apply from 1 April 2019. This implementation date
has been determined by Cabinet Office. This guidance will apply from the date of
issue.

This guidance has been written for pension administrators and assumes some
knowledge of general pension terminology, and some familiarity with retirement
calculations for the CSOPS Pension Scheme. Any questions concerning the
application of the guidance should, in the first instance, be referred to the Cabinet
Office.

In line with best practice and in order to make sure that factors are being used as
intended and the instructions are fit for purpose, we suggest that some example
calculations are sent to GAD for review.

The factors contained in this guidance will be subject to review periodically. This will
depend on external circumstances, for example whenever there is a change in the
SCAPE basis; when changes in the actuarial assumptions adopted for other scheme
factors take place; or following each future actuarial valuation where mortality and
other relevant experience is reviewed or if other credible and material information
comes to light.

Any special cases that are not covered by this guidance should be treated on a case
by case basis.

Third Party Reliance
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1.18 This guidance has been prepared for the use of the Cabinet Office and the scheme

administrators for the purposes of demonstrating the application of the factors
covered by this guidance only. This guidance may be published on Cabinet Office
and scheme administrator’s website but must not otherwise be reproduced,
distributed or communicated in whole or in part to any other person without GAD’s
prior written permission.

Other than Cabinet Office and the scheme administrators, no person or third party is
entitled to place any reliance on the contents of this guidance, except to any extent
explicitly stated herein. GAD has no liability to any person or third party for any action
taken or for any failure to act, either in whole or in part, on the basis of this guidance,
whether or not GAD has agreed to the disclosure of its advice to the third party.
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2 Annual Allowance — Scheme Pays Mechanism

Introduction

2.1

2.2

23

24

2.5

This section sets out the method and instructions for calculating the pension offset
applied to a member who incurs an Annual Allowance charge and elects to utilise the
scheme pays mechanism to meet this charge. The scheme pays mechanism will not
be available to all members incurring Annual Allowance charges, and administering
authorities will need to ensure a member’s eligibility before applying the approach set
out in this guidance document.

It is our understanding from HM Treasury’s initial documentation prepared during the
development of the revised Annual Allowance regime, that costs incurred by the
authorities in relation to operating the scheme pays mechanism may not be
recovered from the member concerned.

From the 2016/17 financial year onwards, the Pension Input Period used by PSCPS
has been aligned to financial year i.e. the last day of the PIP is now 31 March each
year.

For more information regarding the calculation of historic pension input periods,
please consult:

Pensions technical note: transitional provisions for aligning pension input periods”.
And

the previous version of this guidance note Principal Civil Service Pension Scheme
(PCSPS): Annual Allowance charges: Factors for the calculation of pension and lump
sum offsets” dated 1 February 2016

Our understanding is that where members have already had their benefits put into
payment, the scheme is not obliged to offer the option of scheme pays on a
mandatory basis but can offer it on a voluntary basis. Cabinet Office requested that
GAD provide guidance on how the scheme pays offset should be calculated for such
cases. Please see paragraphs 2.29 to 2.31 for the relevant guidance.

' https://www.gov.uk/government/publications/pensions-technical-note-transitional-provisions-for-

aligning-pension-input-periods/pensions-technical-note-transitional-provisions-for-aligning-pension-

input-periods
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Calculation of the pension offset

2.6 The principle is that the pension offset acts like a negative deferred pension. The
offset should be expressed as a deduction to the member’s pension which is to be
recovered from the member’s normal pension age (NPA)?3. The calculation will be
carried out at the Calculation Date for the particular member. The calculation of the
pension offset is:

Pension offset = AATAX / (AAFAC x REVAL)

Where:

AATAX = the Annual Allowance tax charge that the member has notified the scheme
that they wish to meet via the scheme pays mechanism.

AAFAC = the Annual Allowance scheme pays factor from Table A1, based on the
member’s gender, age and NPA at the Calculation Date. This table is included in
Section 4 of this note. The factors in this table are copies of the member’s pension
factors used for (non-Club) cash equivalent transfer value (CETV) calculations and
contained in our latest guidance CSOPS: Factors for cash equivalent transfer values
(CETVs) for alpha members.

REVAL = the relevant revaluation factor from Table A2. The appropriate factor is the
one corresponding to the number of 15t Aprils between the Calculation Date and the
member's NPA. Where the member is older than NPA at the Calculation Date then
the number of 15t Aprils should be assumed to be zero.

2.7 The pension payable to the member on retirement at NPA will be reduced by an
amount equal to the member’s pension offset.

2.8

2.9 Administrators should store the offset calculated above with the Calculation Date on
the member’s record. Where a member has multiple pension offsets, they should be
recorded separately.

2.10 The pension offset should have inflation increases (assumed to be in line with the
normal revaluation of deferred benefits within the scheme, currently CPI) applied
during the period between the Calculation Date and the member’s eventual
retirement. The pension offset should also have inflation increases applied following
retirement (assumed to be in line with the normal increases to pensions in payment

2 Note that pension offset calculations are not affected by the purchase of EPA or EEPA. The offsets
are always calculated as a deduction recovered from NPA. Adjustments on early, late and ill health
retirement should be relative to the member’'s NPA.

3 Normal pension age is defined as a member’s state pension age (or 65, if that is higher) in the alpha
section. For the purpose of this note, a member’s expected NPA in the alpha section is the same as
their state pension age as set out in The Public Service Pensions (Valuations and Employer Cost
Cap) Directions 2014, as subsequently amended —
https://www.gov.uk/government/uploads/system/uploads/attachment data/file/411287/HMT _Direction
s 9 Mar 2015.pdf

As at the date of this guidance, there have been no amendments made to paragraph 18 of the HMT
directions which set out the assumptions for State Pension Age.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/411287/HMT_Directions_9_Mar_2015.pdf
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2.1

212

213

within the scheme, currently CPI).

If the pension is drawn before NPA, either as a result of early retirement or on
grounds of ill health, then the pension offset should be reduced. This is because the
offset is generally expected to be applied over a longer period than was assumed
when calculating the original offset, so a lower amount should be deducted.

In the case of ill health retirement, the early retirement reduction factor can be found
in Table B1 of Section 4. The appropriate factor will depend on the member’s age,
gender and NPA. In all other cases of retirement before NPA, an early retirement
adjustment factor as outlined in Table B2 should be applied.

Where a member ‘buys out’ the early retirement adjustment to their pension, the
pension offset should still be reduced.

Where a member retires after NPA the pension offset should be increased because
the offset is expected to be applied over a shorter period than was assumed when
calculating the original offset. The late retirement adjustment factors in Table C1 of
Section 4 should be used.

Contingent survivor benefits

214

The benefits payable to a spouse, civil partner or other partner who is eligible to
receive a pension on the member’s death will not be reduced as a result of the
scheme pays mechanism. This will apply regardless of whether the member dies
during active service, in deferment or after retirement.

Other benefits

2.15

2.16

217

218

219

No offset will be applied to children’s pensions.

No offset will be made to the lump sum payable to an active member who dies in
service.

No offset will be made to the lump sum award that is payable on the death of a
deferred member who incurred an Annual Allowance charge prior to exit, and elected
for the scheme pays mechanism. However, the lump sum (which is calculated as a
multiple of pension) will be based on the pension after any scheme pays offset has
been applied.

No offset is made to any lump sum paid on death after retirement that is payable to
pensioner members who incurred an Annual Allowance charge prior to exit, and
elected for the scheme pays mechanism. However, the lump sum will be based on
the pension after any scheme pays offset has been applied.

Options available at retirement, such as commutation or pension allocation,
should be based on the residual pension after any scheme pays offset has been
applied.
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Adjusting benefit offsets on leaving

2.20

If the member leaves the scheme prior to receipt of their pension then the pension
offset should be treated in the same way as a pension debit following divorce (except
that the scheme pays offset applies to member benefits only). In particular, our
understanding is that if the member leaves with a Club transfer then the scheme pays
offset will be preserved in the receiving scheme.

Adjusting benefit offsets at retirement

2.21

2.22

2.23

2.24

This section sets out the method and instructions for calculating the pension offset to
be applied at the point of retirement. In many cases this could be several years after
the pension offset was initially calculated.

The offset should be revalued to allow for inflation increases from the Calculation
Date up to the April immediately before the date of retirement. If the pension is not
drawn at NPA then the pension offset will need to be adjusted.

The pension offset to be applied if the member retires at NPA is as follows:

Pension offset at retirement at NPA = Pension offset x INFL

Where:
Pension Offset = as calculated in paragraph 2.7

INFL = PI Act (Pension Increases Act) multipliers between the Calculation Date and
date of retirement.

The pension offset to be applied if the member retires before NPA is as follows:
Pension offset at retirement before NPA = Pension offset x INFL x ERF

Where:
Pension Offset = as calculated in paragraph 2.7
INFL = PI Act multipliers between the Calculation Date and date of retirement.

ERF = where the member retires in ill health the relevant factor should be used from
Table B1; for all other cases the factors outlined in Table B2 should be used.
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2.25 The pension offset to be applied if the member retires after NPA is as follows:
Pension offset at retirement after NPA = Pension offset x INFL x LRF

Where:
Pension Offset = as calculated in paragraph 2.7
INFL = PI Act multipliers between the Calculation Date and date of retirement.

LRF = the relevant factor in Table C1. Note that the LRF will be different for offsets
incurred before and after NPA. Further detail is given below Table C1 in
section 4.

Additional guidance for certain specific circumstances

2.26 Interaction between Annual Allowance and scheme pays Lifetime Allowance
(“LTA”) charges

We understand that when calculating LTA charges the pension tested should be that
which would come into payment after allowing for the impact of any Annual
Allowance scheme pays offsets. The calculations set out in this document should
therefore be carried out prior to any LTA test being applied to these members.

2.27 Multiple Annual Allowance and scheme pays offsets
Some members may breach the Annual Allowance on more than one occasion
during their careers. Since there is no limit on the number of times a member may opt
to utilise scheme pays (subject to usual eligibility), a member may also have multiple
Annual Allowance scheme pays offsets. In this circumstance each offset should be
considered separately and treated in accordance with the guidance set out above.

Calculating the offset when the member has already retired

2.28 Our understanding is that where members have already had their benefits put into
payment, the scheme is not obliged to offer the option of scheme pays on a
mandatory basis but can offer it on a voluntary basis. Cabinet Office has requested
that GAD provide guidance on how the scheme pays offset should be calculated for
such cases.
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2.29 Where the member has already retired the offset should be calculated as follows:

2.30

Pension offset = AATAX / AAFAC
Where:

AATAX = the Annual Allowance tax charge that the member has notified the scheme
that they wish to meet via the scheme pays mechanism.

AAFAC = the pensioner member’s scheme pays factor taken from:

Table D1 where the member retired in normal health.
Table D2 where the member retired in ill health.

The appropriate factor depends on the member’'s gender and age at the Calculation
Date. The same factors are used regardless of the member’s NPA. Tables D1 and
D2 are included in Section 4 of this note. The factors in these tables are copies of the
‘gross pension’ factors used to calculate pensioner cash equivalents in cases of
divorce, as contained in our latest guidance CSOPS: Cash equivalents for pension
sharing on divorce: Factors and guidance for the alpha scheme.

For the avoidance of doubt, the member’s age at the calculation date, not their age at
retirement should be used to calculate the pension offset. The pension offset should
not be backdated to the member’s retirement date.
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3 Example Calculations
3.1 This section provides some examples of the calculations described by this note.
Example 1: Calculation of the pension offset

The following information is needed for this calculation:

A. Member’s date of birth 23 January 1983
B. Tax year Annual Allowance charge is incurred 2019/20
C. Calculation Date 31 July 2021

D. Member’s age (last birthday) at Calculation Date 38 years

E. Gender Male
F. Tax charge £4.000
G. NPA (illustrative) 68

H. 1t Aprils between Calculation Date and NPA 29

From paragraph 2.7, the formula for calculating the pension offset is:
Pension offset = AATAX / (AAFAC x REVAL)

We have:
AATAX = £4,000 (from F.)

AAFAC = 4.56 (which is the scheme pays factor for a male member at age 38 with an NPA
of 68, obtained from Table A1)

REVAL = 1.78 (which is the revaluation factor to use where there are 29 15t Aprils between
Calculation Date and NPA, obtained from Table A2)

Substituting these values into the formula we get:

Pension offset = £4,000.00 + (4.56 x 1.78) = £492.81 pa

This offset is recorded on the member’s record with Calculation Date of 31 July 2021.

This offset will increase in line with inflation and will be adjusted if the member’s pension
comes into payment before or after NPA. The offset will have no impact on the surviving
partner’s pension payable on the member’s death.
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Example 2: Member retiring at normal pension age in normal health, with pension
offset

The following information is needed for this calculation:

A. Member date of birth 23 March 1955
B. Retirement date 23 March 2021
C. NPA (illustrative) 66

D. Member age at retirement 66

E. Gender Male

F. Member’s pension before offset (including inflation increases to £30,000.00 pa

retirement date)

G. Pension offset for tax charge in 2015/16 (as calculated at the £450.00 pa
Calculation Date)

H. PI Act multiplier from 2015/16 pension offset Calculation Date (31 1.075
July 2017) to retirement (the 1.075 amount here is an illustrative

amount representing inflation of 7.5% between the Calculation Date

and retirement. Actual inflation will be different.)

From paragraph 2.24, the formula for calculating the pension offset at retirement is:
Pension offset on retirement at NPA = Pension Offset x INFL

We have:
Pension offset = £450 (from G.)
INFL = 1.075 (from H.)

Substituting these values into the formula we get:

Adjusted pension offset = £450.00 x 1.075

= £483.75 pa
The pension to be implemented is the full pension (£30,000 pa from F.) less the pension
offset at the retirement age. Therefore the pension to be implemented is:

= £30,000.00 — £483.75

= £29,516.25 pa

The pension offset will have no impact on the surviving partner’s pension payable on the
member’s death.

10
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4 Tables of factors

Table A1 (Table 601 in consolidated factors spreadsheet): Alpha scheme pays factors - all NPAs

Age last Male NPA 65 Female NPA 65 Male NPA Female NPA Male NPA 67 Female NPA Male NPA Female NPA

birthday factor factor 66 factor 66 factor factor 67 factor 68 factor 68 factor
17 243 243 2.26 2.26 2.10 2.10 1.96 1.96
18 2.53 2.53 2.35 2.35 2.19 2.19 2.04 2.04
19 2.63 2.63 245 245 2.28 2.28 212 2.12
20 2.74 2.74 2.55 2.55 2.38 2.38 2.21 2.21
21 2.85 2.85 2.66 2.66 247 2.47 2.30 2.30
22 297 2,97 277 277 2.58 2.58 2.39 2.39
23 3.10 3.10 2.88 2.88 2.68 2.68 249 249
24 3.22 3.22 3.00 3.00 2.79 2.79 2.59 2.59
25 3.36 3.36 3.13 3.13 2.91 2.9 2.70 2.70
26 3.50 3.50 3.26 3.26 3.03 3.03 2.81 2.81
27 3.64 3.64 3.39 3.39 3.15 3.15 2.93 2.93
28 3.79 3.79 3.53 3.53 3.28 3.28 3.05 3.05
29 3.95 3.95 3.68 3.68 3.42 3.42 3.17 3.17
30 4.12 412 3.83 3.83 3.56 3.56 3.30 3.30
31 4.29 4.29 3.99 3.99 3.71 3.71 3.44 3.44
32 4.46 4.46 4.15 4.15 3.86 3.86 3.58 3.58
33 4.65 4.65 4.33 4.33 4.02 4.02 3.73 3.73
34 4.84 4.84 4.51 4.51 4.18 4.18 3.88 3.88
35 5.05 5.05 4.69 4.69 4.36 4.36 4.04 4.04
36 5.26 5.26 4.89 4.89 4.54 4.54 4.21 4.21
37 5.48 5.48 5.09 5.09 4.73 4.73 4.38 4.38
38 5.71 5.71 5.30 5.30 4.92 4.92 4.56 4.56
39 5.94 5.94 5.562 5.52 5.13 5.13 4.75 4.75
40 6.19 6.19 5.76 5.76 5.34 5.34 4.95 4.95
41 6.45 6.45 6.00 6.00 5.56 5.56 5.15 5.15
42 6.73 6.73 6.25 6.25 5.80 5.80 5.37 5.37
43 7.01 7.01 6.51 6.51 6.04 6.04 5.59 5.59
44 7.30 7.30 6.78 6.78 6.29 6.29 5.83 5.83

11
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Table A1 (Table 601 in consolidated factors spreadsheet): Alpha scheme pays factors - all NPAs (continued)
Age last Male NPA 65 Female NPA 65 Male NPA 66 Female NPA 66 Male NPA 67 Female NPA 67 Male NPA 68 Female NPA 68

birthday factor factor factor factor factor factor factor factor
45 7.61 7.61 7.07 7.07 6.56 6.56 6.07 6.07
46 7.94 7.94 7.37 7.37 6.83 6.83 6.32 6.32
47 8.27 8.27 7.68 7.68 7.12 7.12 6.59 6.59
48 8.62 8.62 8.00 8.00 7.42 7.42 6.86 6.86
49 8.99 8.99 8.34 8.34 7.73 7.73 7.15 7.15
50 9.37 9.37 8.70 8.70 8.06 8.06 7.46 7.46
51 9.77 9.77 9.07 9.07 8.40 8.40 7.77 7.77
52 10.19 10.19 9.46 9.46 8.76 8.76 8.10 8.10
53 10.63 10.63 9.86 9.86 9.13 9.13 8.45 8.45
54 11.09 11.09 10.29 10.29 9.53 9.53 8.81 8.81
55 11.58 11.58 10.73 10.73 9.94 9.94 9.18 9.18
56 12.08 12.08 11.20 11.20 10.37 10.37 9.58 9.58
57 12.61 12.61 11.69 11.69 10.82 10.82 10.00 10.00
58 13.17 13.17 12.21 12.21 11.30 11.30 10.44 10.44
59 13.76 13.76 12.75 12.75 11.80 11.80 10.89 10.89
60 14.38 14.38 13.32 13.32 12.32 12.32 11.38 11.38
61 15.03 15.03 13.92 13.92 12.87 12.87 11.89 11.89
62 15.71 15.71 14.55 14.55 13.46 13.46 12.42 12.42
63 16.44 16.44 15.22 15.22 14.07 14.07 12.99 12.99
64 17.20 17.20 15.92 15.92 14.72 14.72 13.58 13.58
65 17.31 17.31 16.67 16.67 15.41 15.41 14.21 14.21
66 16.74 16.74 16.77 16.77 16.14 16.14 14.88 14.88
67 16.16 16.16 16.19 16.19 16.22 16.22 15.60 15.60
68 15.59 15.59 15.61 15.61 15.63 15.63 15.67 15.67
69 15.01 15.01 15.02 15.02 15.04 15.04 15.07 15.07
70 14.44 14.44 14.44 14.44 14.45 14.45 14.47 14.47
71 13.86 13.86 13.86 13.86 13.86 13.86 13.88 13.88
72 13.28 13.28 13.28 13.28 13.28 13.28 13.29 13.29
73 12.70 12.70 12.70 12.70 12.70 12.70 12.70 12.70
74 12.12 12.12 12.12 12.12 12.12 12.12 12.12 12.12
75 11.54 11.54 11.54 11.54 11.54 11.54 11.54 11.54

12
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Table A2 (Table 616 in consolidated factors spreadsheet): Alpha revaluation factors

Number of
1 Aprils between
Calculation Date

Factor

and NPA
0 1.00
1 1.02
2 1.04
3 1.06
4 1.08
5 1.10
6 1.13
7 1.15
8 1.17
9 1.20
10 1.22
11 1.24
12 1.27
13 1.29
14 1.32
15 1.35
16 1.37
17 1.40
18 1.43
19 1.46
20 1.49
21 1.52
22 1.55
23 1.58
24 1.61
25 1.64
26 1.67
27 1.71
28 1.74
29 1.78
30 1.81
31 1.85
32 1.88
33 1.92
34 1.96
35 2.00
36 2.04
37 2.08
38 2.12
39 2.16
40 2.21
41 2.25
42 2.30
43 2.34
44 2.39
45 2.44
46 2.49
47 2.54
48 2.59
49 2.64
50 2.69

13
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Table B1 (Table 610 in consolidated factors spreadsheet): Reduction to pension
offseton ill health retirement

Years until Male Male Male Male Female Female Female Female

NPA at date of NPA 65 NPA 66 NPA 67 NPA 68 NPAG65 NPAG66 NPAG67 NPAG68
retirement Factor Factor Factor Factor Factor Factor Factor Factor
0 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
1 0.946 0.944 0.943 0.941 0.946 0.944 0.943 0.941
2 0.896 0.893 0.890 0.887 0.896 0.893 0.890 0.887
3 0.850 0.846 0.842 0.838 0.850 0.846 0.842 0.838
4 0.808 0.803 0.798 0.793 0.808 0.803 0.798 0.793
5 0.769 0.764 0.758 0.752 0.769 0.764 0.758 0.752
6 0.733 0.727 0.721 0.714 0.733 0.727 0.721 0.714
7 0.700 0.693 0.686 0.679 0.700 0.693 0.686 0.679
8 0.668 0.661 0.654 0.646 0.668 0.661 0.654 0.646
9 0.639 0.632 0.624 0.616 0.639 0.632 0.624 0.616
10 0.612 0.604 0.597 0.588 0.612 0.604 0.597 0.588
11 0.586 0.579 0.571 0.562 0.586 0.579 0.571 0.562
12 0.563 0.555 0.547 0.538 0.563 0.555 0.547 0.538
13 0.540 0.532 0.524 0.515 0.540 0.532 0.524 0.515
14 0.519 0.511 0.503 0.494 0.519 0.511 0.503 0.494
15 0.499 0.491 0.483 0.474 0.499 0.491 0.483 0.474
16 0.480 0.472 0.464 0.456 0.480 0.472 0.464 0.456
17 0.462 0.455 0.446 0.438 0.462 0.455 0.446 0.438
18 0.446 0.438 0.430 0.421 0.446 0.438 0.430 0.421
19 0.430 0.422 0.414 0.406 0.430 0.422 0.414 0.406
20 0.414 0.407 0.399 0.391 0.414 0.407 0.399 0.391
21 0.400 0.393 0.385 0.377 0.400 0.393 0.385 0.377
22 0.386 0.379 0.371 0.363 0.386 0.379 0.371 0.363
23 0.373 0.366 0.359 0.351 0.373 0.366 0.359 0.351
24 0.361 0.354 0.346 0.339 0.361 0.354 0.346 0.339
25 0.349 0.342 0.335 0.327 0.349 0.342 0.335 0.327
26 0.338 0.331 0.324 0.316 0.338 0.331 0.324 0.316
27 0.327 0.320 0.313 0.306 0.327 0.320 0.313 0.306
28 0.317 0.310 0.303 0.296 0.317 0.310 0.303 0.296
29 0.307 0.300 0.294 0.287 0.307 0.300 0.294 0.287
30 0.297 0.291 0.284 0.278 0.297 0.291 0.284 0.278
31 0.288 0.282 0.276 0.269 0.288 0.282 0.276 0.269
32 0.280 0.274 0.267 0.261 0.280 0.274 0.267 0.261
33 0.271 0.265 0.259 0.253 0.271 0.265 0.259 0.253
34 0.263 0.258 0.251 0.245 0.263 0.258 0.251 0.245
35 0.256 0.250 0.244 0.238 0.256 0.250 0.244 0.238
36 0.248 0.243 0.237 0.231 0.248 0.243 0.237 0.231
37 0.241 0.236 0.230 0.224 0.241 0.236 0.230 0.224
38 0.234 0.229 0.223 0.218 0.234 0.229 0.223 0.218
39 0.228 0.223 0.217 0.212 0.228 0.223 0.217 0.212
40 0.221 0.216 0.211 0.206 0.221 0.216 0.211 0.206
41 0.215 0.210 0.205 0.200 0.215 0.210 0.205 0.200
42 0.209 0.204 0.199 0.194 0.209 0.204 0.199 0.194
43 0.204 0.199 0.194 0.189 0.204 0.199 0.194 0.189
44 0.198 0.194 0.189 0.184 0.198 0.194 0.189 0.184
45 0.193 0.188 0.184 0.179 0.193 0.188 0.184 0.179
46 0.188 0.183 0.179 0.174 0.188 0.183 0.179 0.174
47 0.183 0.178 0.174 0.169 0.183 0.178 0.174 0.169
48 0.178 0.174 0.169 0.165 0.178 0.174 0.169 0.165
49 0.173 0.169 0.165 0.161 0.173 0.169 0.165 0.161
50 0.169 0.165 0.161 0.156 0.169 0.165 0.161 0.156
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Civil Servants (and Others) Pension Scheme

Actuary’s Annual Allowance Charges

Department

Factors for calculation of pension offsets in the alpha pension scheme

Note:

Where the number of years from retirement to NPA is not an integer, the reduction
factor should be interpolated for part years. (We have not specified a method of
interpolation. Our understanding is that interpolation using actual days is currently
used for PCSPS factors and we can confirm that the factors above can be
interpolated in this manner).

Similarly where the NPA is not an exact integer the reduction factor should be
interpolated between the integer NPAs above and below. For example, a member
taking ill health retirement 5.5 years before an NPA of 66.5. First calculate the
reduction for 5.5 years early and an NPA of 66 by interpolating the 5 and 6 years
early NPA 66 factors. Do the same to calculate the 5.5 years early reduction for NPA
67. Then interpolate the two new factors you've calculated to give a 5.5 years early
NPA 66.5 factor.

We have included a factor for O years until NPA at date of retirement. This is not
included in the current Nuvos factors. This factor has been provided to enable the
relevant ill-health early retirement factor to be calculated for a member retiring within
12 months of NPA. This factor will enable the administrator to interpolate between
the 0 years and 1 year factors for the relevant number of months that the member
retires early.
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Table B2: Reduction to pension offset on retirement in normal health before NPA

The factors used to reduce standard earned pension on early retirement should also be used
to reduce pension offsets. These factors are contained in our latest guidance note CSOPS:
Early Payment Reduction (normal health) and Age Addition Factors: Factors and guidance
for the alpha scheme The guidance on how to apply these factors for standard earned
pension should be followed in the same way when applying them for pension offsets.
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Table C1 (Table 611 in consolidated factors spreadsheet): Increases to pension offset

for retirement

Note:

1.

after NPA
Years after NPA

at date of

retirement Factor
0 1.000
1 1.058
2 1.120
3 1.189
4 1.265
5 1.349
6 1.441
7 1.542
8 1.655
9 1.778
10 1.916
11 2.068
12 2.236
13 2.423
14 2.631
15 2.861

Where the Calculation Date for the pension offset is after the member’'s NPA,
the relevant late retirement increase should be calculated by dividing the
factor at the member’s actual retirement age by the factor at the member’s
age on the Calculation Date. For example, if a member with a NPA of 65
incurs one pension offset when they are 55 and another when they are 67
and retires when they are 69, the two offsets will have different late retirement
increases applied. The first offset should have a late retirement increase of
1.265 applied, and the second offset should have a late retirement increase of
1.265/1.120 = 1.129 applied.

Where the number of years from NPA to retirement is not an integer, the
reduction factor from the above table should be interpolated for part years.
(We have not specified a method of interpolation. Our understanding is that
interpolation using actual days is currently used for PCSPS factors and we
can confirm that the factors above can be interpolated in this manner).
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Table D1 (Table 602 in consolidated factors spreadsheet): Pensioner members
(normal health) — Scheme pays factors — All NPAs

;\i?tehlj:; Male Female
55 22.34 22.34
56 21.87 21.87
57 21.40 21.40
58 20.92 20.92
59 20.43 20.43
60 19.93 19.93
61 19.42 19.42
62 18.91 18.91
63 18.39 18.39
64 17.86 17.86
65 17.32 17.32
66 16.78 16.78
67 16.24 16.24
68 15.67 15.67
69 15.07 15.07
70 14.47 14.47
7 13.88 13.88
72 13.29 13.29
73 12.70 12.70
74 12.12 12.12
75 11.54 11.54
76 10.97 10.97
77 10.40 10.40
78 9.84 9.84
79 9.28 9.28
80 8.73 8.73
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Civil Servants (and Others) Pension Scheme

Annual Allowance Charges
Factors for calculation of pension offsets in the alpha pension scheme

f)\i?tehlc?:; Male Female
20 33.85 33.85
21 33.64 33.64
22 33.41 33.41
23 33.18 33.18
24 32.95 32.95
25 32.71 32.71
26 32.46 32.46
27 32.21 32.21
28 31.95 31.95
29 31.69 31.69
30 31.42 31.42
31 31.14 31.14
32 30.86 30.86
33 30.57 30.57
34 30.27 30.27
35 29.97 29.97
36 29.66 29.66
37 29.34 29.34
38 29.02 29.02
39 28.69 28.69
40 28.35 28.35
41 28.01 28.01
42 27.65 27.65
43 27.29 27.29
44 26.93 26.93
45 26.55 26.55
46 26.17 26.17
47 25.78 25.78
48 25.38 25.38
49 24.97 24.97

sigrtehlc?as; Male Female
50 24.55 24.55
51 24.12 2412
52 23.69 23.69
53 23.25 23.25
54 22.80 22.80
55 22.34 22.34
56 21.87 21.87
57 21.40 21.40
58 20.92 20.92
59 20.43 20.43
60 19.93 19.93
61 19.42 19.42
62 18.91 18.91
63 18.39 18.39
64 17.86 17.86
65 17.32 17.32
66 16.78 16.78
67 16.24 16.24
68 15.67 15.67
69 15.07 15.07
70 14.47 14.47
71 13.88 13.88
72 13.29 13.29
73 12.70 12.70
74 12.12 12.12
75 11.54 11.54
76 10.97 10.97
77 10.40 10.40
78 9.84 9.84
79 9.28 9.28
80 8.73 8.73
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Appendix A: Assumptions underlying factors

Financial assumptions

Nominal discount rate 4.448% pa
CPI 2.00% pa
Real discount rate (in excess of CPI) 2.40% pa

Mortality assumptions

Base mortality tables S2NMA and S2NFA

Base table adjustment Member: 104% of S2NMA for males and
104% of S2NFA for females
Dependants: 117% of S2NMA for males and
100% of S2DFA for females
(as per 2016 valuation)

Future mortality improvement Based on ONS principal UK population
projections 2016
Year of Use 2020

Other assumptions

Proportion of male members for the  50%
purpose of unisexing factors

Age difference between member Males assumed to be 3 years older than partner

and partner and females assumed to be 2 years younger than
partner

Proportions partnered Classic: 68% (male) and 50% (female) at
retirement.

Non-Classic: 73% (male) and 50% (female) at
retirement

Allowance for commutation Nil except for mandatory lump sum cases
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Appendix B: Limitations of this guidance

B.1

B.2

B.3

B.4

B.5

B.6

This guidance should not be used for any purpose other than those set out in this
guidance.

The factors contained in this guidance are subject to regular review. Scheme
managers and administrators need to ensure that they are using the latest factors, as
relevant, when processing cases.

Advice provided by GAD must be taken in context and is intended to be considered in
its entirety. Individual sections, if considered in isolation, may be misleading, and
conclusions reached by a review of some sections on their own may be incorrect.
GAD does not accept responsibility for advice that is altered or used selectively.
Clarification should be sought if there is any doubt about the intention or scope of
advice provided by GAD.

This guidance only covers the actuarial principles around the calculation and
application of annual allowance pension offset factors. Any legal advice in this area
should be sought from an appropriately qualified person or source.

Scheme managers and administrators should satisfy themselves that annual
allowance pension offset calculations and benefit awards comply with all legislative
requirements including, but not limited to, tax and contracting-out requirements.

This guidance is based on the Regulations in force at the time of writing. Itis
possible that future changes to the Regulations might create inconsistencies between
this guidance and the Regulations. If users of this guidance believe there to be any
such inconsistencies, they should bring this to the attention of Cabinet Office and
GAD. Under no circumstances should this guidance take precedence over the
Regulations. Administrators should ensure that they comply with all relevant
Regulations.

21



	Contents
	1 Introduction
	2 Annual Allowance – Scheme Pays Mechanism
	Introduction
	Calculation of the pension offset
	Where:
	Contingent survivor benefits
	Other benefits
	Adjusting benefit offsets on leaving
	Adjusting benefit offsets at retirement
	Additional guidance for certain specific circumstances
	Calculating the offset when the member has already retired
	3 Example Calculations
	Example 1: Calculation of the pension offset
	4 Tables of factors
	Table A1 (Table 601 in consolidated factors spreadsheet): Alpha scheme pays factors - all NPAs
	Table A1 (Table 601 in consolidated factors spreadsheet): Alpha scheme pays factors - all NPAs (continued)
	Table A2 (Table 616 in consolidated factors spreadsheet): Alpha revaluation factors
	Appendix A:  Assumptions underlying factors
	Appendix B:  Limitations of this guidance


