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______________________________________________________________________________
This NUT factsheet gives you basic information on the current rules of Teachers’ Pension Scheme (TPS). This does not cover the Government’s planned changes to the Teachers’ Pension Scheme from April 2015. The NUT opposes these changes as they will lead to teachers paying more, working longer and getting less. More detail on the NUT’s campaign to protect teachers’ pay, pensions and conditions can be found at www.teachers.org.uk/campaigns/protect-teachers 

Introduction

Your teachers’ pension will be the cornerstone of your retirement income. The TPS currently gives you a pension linked to your salary at or near retirement (not one based on stock market fluctuations). It is one of the most valuable benefits available to you. Benefits include:

· a substantial contribution from your employer to your pension – currently 14.1 per cent of your salary – alongside your own contribution;

· a regular income after you retire and the right to a tax-free lump sum payment at retirement

· ill-health benefits if you become too ill to teach; and

· financial protection for your family and other dependents after you die.

For more detailed information on particular areas, see our other factsheets. Guidance is also produced by Teachers’ Pensions, the administrators of the TPS at www.teacherspensions.co.uk 

Joining the scheme

When you start teaching as a full time or part-time teacher, you automatically become a member of the scheme. Part time teachers whose contracts began before 1 January 2007 were not automatically enrolled in the scheme and are required to opt in.

Eligibility for a pension

To be eligible to receive a pension from the Teachers’ Pension Scheme you must have completed a certain minimum length of service. This is:

· two years’ pensionable employment at any time after 5 April 1988; 

· two years’ pensionable employment at any time, if you were in pensionable employment on 6 April 1988; or 

· five years’ pensionable employment at any time. 

If you’re working part-time, your service counts at its full time equivalent for purposes of qualifying for a pension. Like full-timers, you only need two years’ pensionable employment at any time after 5 April 1988 for example to qualify.

Normal pension age

Your Normal Pension Age (NPA) is the age at which you can take your pension rights in full.

Your NPA depends on when you joined the scheme. If you joined the scheme on or after 1 January 2007, you have an NPA of 65. If you joined the scheme before 1 January 2007, you continue to have an NPA of 60 provided that you do not leave teaching for more than five years. 

However, if you return to teaching after more than a five-year break, you’ll have what’s known as ‘Mixed Service’ – and your pension will be calculated in two slices.

Contributions

The current employer contribution is 14.1 per cent. Employees pay contributions on a sliding scale based on full-time equivalent (FTE) earnings (see table below).

	Salary Band
	Contribution rate

	Up to £14,999
	6.4%

	£15,000 to £25,999
	7.2%

	£26,000 to £31,999
	8.3%

	£32,000 to £39,999
	9.5%

	£40,000 to £44,999
	9.9%

	£45,000 to £74,999
	11.0%

	£75,000 to £99,999
	11.6%

	£100,000 to £150,999
	12.4%


Your contributions are taken from your salary before it is taxed – therefore you receive tax relief at your highest marginal rate of tax.

Calculating your pension – reckonable service

Reckonable service is the amount of teaching service on which you have paid pension contributions. Your pension is calculated on the basis of your reckonable service.

Calculating your pension – average salary

The term ‘average salary’ describes the salary figure prior to retirement on which your pension is based. It is calculated as the better of the following two options

· Salary in the last year before retirement

· The average of the best three consecutive years in the last ten years. This is revalued with CPI inflation, so in effect it’s the highest relative period in your earnings

Deferred members prior to 1 January 2007 who never return to teaching will have their pensions calculated on the pre 1 January 2007 basis (best year in last three years)

Pension build up – NPA = 60

The pension is 1/80 of average salary for each year of reckonable service. You also get an automatic tax free lump sum of three times your pension

Example: 

If average salary = £30,000 and member has 20 years’ reckonable service then the pension will be: 

£30,000 * 20/80 = £7,500 a year + £22,500 tax-free lump sum.

Pension Build up – NPA = 65

The pension is 1/60 of average salary for each year of reckonable service. There is no automatic tax-free lump sum.
Example: 

If average salary = £30,000 and member has 20 years’ reckonable service then the pension will be: 

£30,000 * 20/60 = £10,000 a year

Additional Tax Free Lump Sum

If you have service on or after 1 January 2007, you can take up to 25 per cent of the total value of your pension rights as tax-free tax free lump sum – exchanging each £1 of annual pension for £12 of lump sum.

How can I work out my pension and lump sum?

There is a calculator available on the Teachers’ Pensions website (www.teacherspensions.co.uk). Before using the calculator, find your last benefit statement from Teachers’ Pensions or, if registered, log into their MyPensionOnline service to find your amount on reckonable service and your average salary figure.

The calculator also works out the maximum tax free lump sum that you can take.

Calculating your pension – part time teachers

For working out your benefits only the days you work count towards your pension. So if you work at 0.5 for two years, this counts as one year of ‘reckonable service’. Your ‘average salary’ will be the FTE salary rate for the job.

Pension increases

Your teachers’ pension is increased each April. The increase is based on the inflation figure in the previous September. The Government currently uses the Consumer Prices Index (CPI) to work out increases.

Actuarially reduced benefits

Actuarially reduced benefits allow you to take your pension before your Normal Pension Age. 

To be able to claim, you must be 55 or over and have service in the Teachers’ Pension Scheme on or after 30 March 2000. Your pension (and any associated lump sum) will be reduced because you’re retiring early and can expect to get it for a greater number of years. The earlier you take the pension, the bigger the reduction. There are different tables depending on whether your NPA is 60 or 65.
An ‘early retirement’ calculator is available on the Teachers’ Pension Scheme website at www.teacherspensions.co.uk/members/resources/calculators.aspx
Ill health retirement

If you are under NPA and have to stop teaching through ill health, you can apply for ill health retirement. Ill health pensions can be paid at two levels:

· Total Incapacity Benefit (TIB) for those permanently unable to teach and unable to undertake any other gainful employment.

· Partial Incapacity Benefit for those permanently unable to teach but able to do other non-teaching work.

The decision to award an Ill Health pension is based on medical evidence. Before you even think about applying for ill health retirement, you should contact your Regional Office / NUT Cymru.

Premature retirement (redundancy or reorganisation)

If you’re 55 or over and are made redundant or leave work on the grounds of organisational efficiency, your employer can choose to pay you an unreduced pension. In some cases the employer can add extra years of reckonable service in calculating your pension.

Phased retirement

Phased retirement allows teachers to keep working but in a reduced capacity – perhaps by moving to part-time work or a less strenuous post, but mitigate the income loss by drawing part of their pension.

To claim phased retirement you must be aged between 55 and 75 and have service in the Teachers’ Pension Scheme after 31 December 2006. To qualify, you must reduce your pensionable salary by 20 per cent or more for at least 12 months. The reduction in salary is compared to your average salary over the previous 6 months. 

You can draw up to 75 per cent of your pension benefits and carry on working. You can currently exercise phased retirement twice before finally retiring.

Death benefits

An in-service death grant of three times your average salary is paid if you die while in pensionable employment. It can also be paid if you die within a year of leaving pensionable employment (and haven’t claimed ill health retirement).

The death grant goes to your spouse, civil partner, or nominated unmarried partner unless you make a separate death grant nomination. It is important to keep your nomination details up to date. 

For deaths shortly after retirement, a supplementary death grant is payable of the difference between the pension paid up to the date of death and five times the annual rate of pension.

Survivor benefits

Survivors’ pensions may be payable to the beneficiaries of those who die in service or after retirement. 

Eligibility for survivors’ pensions requires two or more years of eligible service. Service from 1 April 1972 (widow or dependent), 6 April 1988 (widower or registered civil partner) or 1 January 2007 (nominated unmarried partners) automatically counts for survivors’ benefits. Unmarried partners must have been in relationship for two years and be ‘financially interdependent’ at time of death. Children’s pensions can also be payable depending on the age of the children.

Spouse, civil partner and nominated partners’ pensions are paid for life for retirements from 1 January 2007 (for people with service on or after this date) – rather than ceasing on remarriage or cohabitation.

More information

More information is available from other NUT factsheets or from the Teachers’ Pension Scheme website (www.teacherspensions.co.uk). You can also contact them by telephone on 08456066166 or by writing to Teachers’ Pensions, Mowden Hall, Darlington, DL3 9EE.
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