Pension Jargon
We have tried to make our publications and communications as simple as possible, but in certain areas it is difficult to avoid using technical terms. We have therefore provided a list of the most commonly used technical terms.

Active Member A member who is still paying into the scheme, has not yet left service or become a pensioner in respect of the whole of their benefits under the scheme. Also known as a contributing member or contributor
Actuary An independent consultant who advises on the viability of the Fund. Every three years the actuary reviews the assets and liabilities of the Fund and reports to LPFA on the financial position and the recommended employers contribution rates. This is known as the actuarial valuation.

Accrual rate It is the rate at which you built up pension benefits whilst you were an active member of your defined benefit scheme. It is most commonly expressed as a fraction, such as 1/30th , 1/60th , 1/80th , 1/120th etc. The lower the bottom number, the better the pension benefit you will have received for an equivalent amount of pensionable service e.g.
Example 1: using a 1/60th ‘accrual rate’
 

Pensionable Service,           20 years
Final Pensionable Salary,      £30,000
‘Accrual rate’,                    1/60th 
 

Pension:                           20 years    x    £30,000
                                          60
 

                                      = £10,000 p.a.
 

Example 2: using a 1/80th ‘accrual rate’
 

Pensionable Service,           20 years
Final Pensionable Salary,      £30,000
‘Accrual rate’,                    1/80th 
 

Pension:                           20 years    x    £30,000
                                          80
 

                                      = £7,500 p.a.
Additional Regular Contributions (ARCs) An arrangement with us to buy additional pension in the Scheme. This replaces what was formally known as Added Years. We take extra contributions from the Scheme members until retirement age
Admission Agreement A legal agreement which needs to be signed before a new employer can enter the Fund.
Admitted Bodies These are bodies which have an admission agreement with the Pension Fund to allow its employees to join or remain in the Local Government Pension Scheme.
There are 2 kinds of admission bodies – “Community Admission Bodies” (CABs), typically providing a public service for no financial gain and “Transferee Admission Bodies” (TABs), typically operating a service contract with a local authority.

Since TABs are created as a result of outsourcing, they need to enter in to a three way agreement between themselves, the original scheme employer and the Fund.

Additional Voluntary Contributions (AVCs) This is a method of a member topping up their pension benefits by building up a fund of money. This can be used to buy extra pension provision at retirement. LPFA’s AVC provider is the prudential.
Annual Allowance If the value of the pension contributions paid by you and on your behalf to all registered pension schemes exceeds the annual allowance (£50,000 for 2011/12 tax year) in any year, there will be a tax charge on the excess. Any contributions or benefits built up above the annual allowance will currently be subject to tax at 40%. However there is a method to spread any tax allowance over a 3 year period.
Annual Benefit Statement An annual process which results in the production of a benefit calculation for every single member/employment held on London Pension Fund Authorities database (excluding existing pensioners, employees who have left the scheme with no benefit entitlements and/or deceased members).
Benchmark Return The aim of the Fund Manager is to outperform the Benchmark return by a certain percentage. The benchmark return is the return that would be achieved if the Fund Manager had achieved returns in each of these asset classes consistent with the average return for that class. The Benchmark weightings of asset classes is outlined within the Statement of Investment Principles.
Career Average Revalued Earnings That you still receive a defined benefit pension but it is based on your average earnings over the working period, rather than your final salary. For each year you work you receive a pension entitlement based on your earnings for that year. This is revalued annually and these are added together when you come to retire. 
Contracted out In a contracted out fund such as ours, members are taken out of the State Second Pension (S2P), so both the members and the employers pay less in National Insurance. 
Deferred Benefits A pension and lump sum (depending on circumstances) held for a Scheme member who has left employment before retirement date. The benefits are held until retirement date and are index-linked to keep pace with inflation. Also known as a frozen or preserved benefit.
Defined Benefit “Defined benefits” are calculated by reference to the earnings or the service of the member. A defined benefit arrangement is, typically, a ‘final salary’ scheme, that is , one where the level of benefits paid is calculated by reference to the member’s final salary and length of service with the employer. The LGPS has historically been a final salary scheme but is currently consulting on the move to career average revalued earnings. 
Eligible dependant children This includes your own children, adopted children, and certain other children who depend on you financially. They must normally be under 17, but can be as old as 23 if they carry on in full time education. The administering authority may treat a dependent child who is disabled within the meaning of the the meaning of the Disability Discrimination Act 1995 as an eligible child.
Employer Discretions Discretions that the Employer has under the Regulations which need to be determined and notified to the Fund. It covers the authority required to increase a member’s pension or to grant flexible retirement.
Equities Ordinary shares in UK and overseas companies traded on a recognized stock exchange. Shareholders have an interest in the profits of the company and are normally entitled to vote at shareholders' meetings. 
FAVCs FAVCs are Free-standing Additional Voluntary Contributions. These are like AVCs, but the Scheme member makes a private arrangement, commonly with an insurance company. The member bears all the administration costs themselves.
Final pay Normally this means the pensionable pay you earn in your final year before leaving or retiring. Earlier years can sometimes be used if the final year is not the highest paid.
Final pensions scheme A final salary scheme is a type of defined benefit arrangement.  It is set up by an employer to provide income in retirement for its employees. The pension provided is based on a member’s final salary on retirement and their length of service. 
Gainful employment  Gainful employment is defined as any type of paid work, for at least 30 hours a week over a period of at least 12 months. 
Guaranteed minimum pension (GMP) The minimum pension that the scheme must provide for pensionable service after 5 April 1978 and before 6 April 1997. It is broadly equivalent to the SERPS pension you would have earned if you had not been a member of the scheme.
On your death a GMP may be payable to your widow, widower or civil partner, and will usually be included within a dependant's pension.

Ill Health There are three tiers to an ill health pensions – a doctor will make an assessment as to which one you fall into. In some cases an ill health award is subject to review.

Tier 1 –  Immediate benefits, payable for life, can be awarded to members, who in addition to being permanently unable to carry out their job, are medically certified as having no reasonable prospect of obtaining ‘gainful employment’ before age 65. The benefits under Tier 1 are based on the membership the Scheme member has built up to that point, PLUS a period of enhancement equal to the member’s potential membership between leaving and age 65. 
Tier 2 - Immediate benefits, payable for life, can be awarded to members who in addition to being permanently unable to carry out their job, are certified as incapable of any alternative ‘gainful employment’ within three years of leaving, but are likely to be capable before age 65. The benefits under Tier 2 are based on the membership the Scheme member has built up to that point, PLUS a period of enhancement equal to 25% of their potential membership between leaving and age 65
Tier 3 - Immediate, time limited, benefits can be paid to a member who is permanently unable to carry out his / her job and are judged to have a reduced likelihood of obtaining gainful employment but are likely to be able to obtain ‘gainful employment’ within three years of leaving. The benefits under Tier 3 are based ONLY on the membership the Scheme member has built up to that point, WITHOUT ENHANCEMENT. 

Members retired under Tier 3 will be required to notify their previous employer when paid employment is found, providing details of pay, working hours and the length of contract of that employment. This allows the employer to assess whether gainful employment has been found. The pension element is only payable for so long as the member is not in gainful employment or, after 18 months, is deemed capable of such. The 3rd tier pension, in any circumstance, may only be paid up to a maximum of three years. The employer may recover any pension payments made in respect of any period during which they consider the member to have been in gainful employment. 

The ‘former’ employer is required to undertake a review when the Tier 3 pension has been in payment for 18 months. This is to determine whether the member would be capable of gainful employment and should have his / her benefits ceased. If as a result of the review, it is found that the condition that originally resulted in the 3rd tier award has worsened and now meets the criteria for Tier 1 or Tier 2 benefits, then enhanced benefits would be paid from the point of that assessment and would be payable for life.
LGPS The Local Government Pension Scheme. The LPFA fund is a member of the local government pension scheme.
Lifetime allowance (LTA) This is a limit on the value of total pension benefits that you can built up tax efficiently during your lifetime. It is £1.5 million for the 2011/12 tax year. When your Scheme pension comes into payment, its capital value (calculated by multiplying your initial annual pension by 20) plus any lump sum must be checked against the LTA.
Membership Membership is used to work out your benefits and is based on how long you have been a member of the fund, plus any extra membership, for example any you transfer in from another pension scheme. 
Nominated cohabiting partner Someone you've lived with for at least two years and have registered with us for survivor's benefits by completing our cohabiting partner nomination form. 
Nominated dependant The nominated person accepted by the Director of Pensions as being financially dependant on you at the date of your death.
Nomination Form A form found on the website which employees should be encouraged to complete as it confirms who they would like their death grant to be paid to. If this is not completed the Director of Pensions will assess any nominated dependants.
Non-pensionable earnings Earnings on which you do not automatically pay pension contributions e.g. overtime. 
Normal retirement age The normal retirement age is 65. But you can still retire and draw your benefits from 60, and even before then, for example if your employer retires you on ill health. There may be reductions to your pension for early access.
Opting-out If an employee (temporary or permanent) decided not to join or decided to leave the Scheme during their employment, they can make a decision to ‘opt-out’. It is important that they do so within the first three months of starting to be entitled to a refund of contributions.
Part time You are part time if you work anything less than the number of hours your employer classes as standard full time hours.
Pay  Pay means your pay before deductions for tax and National Insurance, it includes basic pay, plus some extras such as bonus and shift allowances, but not things like voluntary overtime or mileage. 
Pensionable service The number of years and days of active membership.
Portfolio A collective term for all the investments held in a fund, market or sector.
Preserved Benefits The pension benefit payable from normal retirement age to a member of the Fund who has ceased to contribute as a result of leaving employment or opting out of the Pension scheme before normal retirement age. Also known as a deferred benefit.
Qualifying children Your natural (including any conceived but not yet born) and adopted children, and any that the Director of Pensions accepts were financially dependent on you at the date of your death. Benefits are payable to your qualifying children up to age 18 or up to age 23 while in full time education.
Qualifying civil partner The person with whom you have entered into a civil partnership and with whom you are living at the date of your death. If the civil partnership is registered after leaving service, your partner will be treated as a qualifying civil partner only if the civil partnership was registered at least six months before your death. 
Qualifying Membership Qualifying Membership is the calendar length of service in the Scheme. This will be exactly the same if someone works part-time or full-time, as it is the length of time that has passed between them joining the Scheme and finally leaving the Scheme.

Qualifying spouse The person to whom you are married and with whom you are living at the date of your death. 
Retirement Grant A lump sum (where applicable) made when a Scheme member retires. 
Return The total gain from holding an investment over a given period, including income and increase (decrease) in market value.
Scheduled Bodies Scheduled Bodies are automatically eligible bodies under the LGPS Regulations, which do not need an admission agreement.
State pension age The age you can draw your state pension. (This is likely to rise to around 66 by 2020 subject to Government policy).
Statutory Notification A statement sent to scheme members showing the information about their pension record held by the Fund. A copy is sent to the employer to keep as a record of the member’s pensionable history.
Transfer Value Payments made between funds when contributors leave service with one employer and decide to take the value of their contributions to their new fund.
