
 
CIVIL SERVICE PENSIONS – IMPORTANT UPDATES 
 
 Index linking 
 
Please note that Civil Service pensions will be index linked according to the Consumer 
Prices Index (CPI) from April 2011. Instead of the Retail Prices Index (RPI)   
 
 
 Pensions tax relief 
 
The rules governing tax relief on pensions will change from 6 April 2011, to apply in the tax 
year 2011-12.  The changes restrict tax relief to the most highly paid. 
 
The Annual Allowance limit will be reduced from £255,000 a year to £50,000 a year.   
 
The HM Revenue and Customs website contains guidance and  
details of how the rules apply.  www.hmrc.gov.uk/pensionschemes 
 
 
 
 
 

www.civilservice.gov.uk/pensions 

http://www.hmrc.gov.uk/pensionschemes�
http://www.civilservice.gov.uk/pensions�


© Crown Copyright August 2008
Printed by St Ives Direct PRB-1

www.civilservice-pensions.gov.uk
This booklet is published by Civil Service Pensions.

premium retirement benefi ts
A brief  guide to the benefi ts available



2 3

This booklet provides a guide 
to pension benefi ts for anyone 
leaving and taking their 
premium pension. It gives 
practical information about the 
payment of your pension. You 
should read this booklet carefully 
and keep it for future reference.

We have tried to use as little 
jargon as possible but we 
have defi ned some technical 
terms shown in bold when they 
appear in the text. Please refer 
to the technical terms section 
at the end of this booklet for an 
explanation.

Note: this booklet is a guide to 
retirement. It does not cover 
every aspect; the full details 
are contained only in the rules 
which are the legal basis of 
the scheme. You should note 
that nothing in this booklet can 
override the rules, and in the 
event of any difference, the rules 
will apply.

Pension age
The scheme has a pension age 
of 60. Pension age is the earliest 
that you can usually take your 
pension without it being reduced 
for early payment. If you joined 
the scheme before 6th April 
2006 you can apply to take your 
pension at any time from the age 
of 50 (55 if you joined after that 
date) but it will be reduced if you 
take it before pension age.

Can I carry on working after I 
take my pension?

You can carry on working if you 
take your pension on partial 
retirement terms, but to do 
this, you must agree with your 
employer to “reshape” your 
job such that you reduce your 
annual rate of pensionable 
earnings by at least 20%, 
for example by reducing your 
hours. Your pension may be 
subject to abatement. For more 
information, please see the 
booklet on partial retirement, 
which you can download from 
www.civilservice-pensions.
gov.uk or get from your 
pensions administrator. 

Do I have to take my pension 
when I reach pension age?

No. If you wish, you may defer 
taking your pension, but you 
must take it before your 75th 
birthday at latest, whether or 
not you are still working. If you 
take your pension later than age 
60 it will not be increased to 
refl ect the late payment. (It will, 
however, be kept in line with the 
Retail Price Index.)
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How do you work out my 
pension?

When you retire, you will receive 
a pension worked out from your 
fi nal pensionable earnings and 
length of reckonable service.

Your pension is worked out as: 

Your fi nal pensionable 
earnings times your reckonable 
service divided by 60

Part-time service counts on the 
basis of the actual hours you 
have worked, and the equivalent 
full-time pensionable earnings. 

Your pensionable earnings 
may be restricted if your 
earnings are over £100,000. You 
should ask your employer for 
details if this applies to you.

You should have been receiving 
a benefi t statement each year, 
which showed your reckonable 
service and an estimate of your 
future pension. If you think the 
information in your most recent 
annual statement is wrong, or if 
you have any queries about how 
your pension has been worked 

out, you should contact your 
pensions administrator as 
soon as possible. 

If you have bought any added 
years, or transferred in any 
pension from another pension 
arrangement, this will be added 
to your reckonable service 
before your pension is worked 
out. 

If you have bought any added 
pension, this will be added to 
your pension after it has been 
worked out.

Example

Mary had fi fteen years of 
reckonable service, including 5 
years transferred in from another 
scheme. Her fi nal pensionable 
earnings were £36,000. She 
has bought £1,000 of added 
pension.

Her pension will be £10,000 a 
year

((15/60 x 36,000) + 1,000)

Can I have a tax-free lump 
sum?

At the time you take your 
pension you can choose to 
give up part of your pension 
for a tax-free lump sum. This 
will be subject to limits set by 
HM Revenue and Customs 
(HMRC). Currently the limit is 
25% of the total notional value 
of your pension benefi ts, subject 
to the Lifetime Allowance. 
The maximum lump sum you 
can take will be shown on your 
pension estimate. If you want 
to take a smaller amount, you 
can fi nd a calculator on the Civil 
Service Pensions website: 
www.civilservice-pensions.
gov.uk. For each £12 of lump 
sum you want to take, your 
pension will reduce by £1 a 
year. This is called “commuting” 
pension for lump sum. Note 
that commuting your pension 
will not generally affect the way 
your dependants’ pensions are 
worked out. 

Can I give up part of my 
pension to someone else?

When you fi nally retire and take 
your pension, and before it starts 
to be paid, you may choose to 
give up part of your pension in 
exchange for additional pension 
for someone else after your 
death. This is called “allocation”. 

You can only allocate pension 
to someone who is fi nancially 
dependent on you, or with 
whom you are fi nancially 
interdependent.

There are limits on the amount of 
pension that you are allowed to 
give up.

If you are interested in this 
option you should contact your 
pensions administrator for 
further information. You must 
make your allocation decision 
before you start taking your 
pension.

Allocation of your pension will 
not generally affect the way any 
pension for another member of 
your family is worked out. 

Working out your pension
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Will all my reckonable 
service count towards my 
pension?

The maximum amount of 
reckonable service that can 
count towards your pension is 45 
years.

Please note that before 1 March 
2008, the maximum amount of 
reckonable service that could 
count towards your pension was 
40 years. The change in March 
2008 was not retrospective so 
if you already had more than 40 
years service at that date, the 
excess will not count towards 
your pension.

Example

Stephen is 59 on 1st March 
2008 and has 41 years’ service, 
with only 40 years reckoning for 
pension purposes. From 1 March 
2008 Stephen was able to start 
building up further reckonable 
service so when he retires on 
his 61st birthday in 2010 he 
will have 42 years reckonable 
service (including service from 
1 March 2008 till 1 March 2010). 

How do you work out my 
pension if I have already taken 
pension under the partial 
retirement arrangements?

Your pension will be worked out 
in the same way, but taking into 
account any pension that has 
already been paid under the 
partial retirement arrangements.

What about my State pension?

Once you reach State pension 
age you may claim the basic State 
pension if you have paid enough 
National Insurance contributions.

As the scheme is contracted-out, 
you will not receive a full State 
2nd Pension (S2P) although you 
may be entitled to a “top-up” 
payment from S2P. You can fi nd 
out more about State pensions 
from your local DWP offi ce or on 
www.thepensionservice.gov.uk.

What about my CSAVCs?

If you have been paying CSAVCs 
you need to tick the appropriate 
boxes on your Personal 
Details Form. Your pensions 
administrator will then write to you 
separately to give you information 
about taking your AVC benefi ts.

Why do I have to fi ll in the 
Personal Details Form?

The pension payroll provider 
cannot start to pay your pension 
until you have returned the 
Personal Details Form. They 
need to make sure that the 
information they hold about 
you is correct. It is also a 
requirement of HMRC that the 
value of your premium pension 
is tested against the Lifetime 
Allowance before it is paid. 
That is why we need to ask 
extra questions if you think your 
pension income may be above 
£50,000 a year. There is more 
information on this in the booklet 
“Your pension and tax”.

Who pays my pension, and 
when?

Civil Service pensions are paid 
by the pension payroll provider 
on behalf of the Cabinet Offi ce. 
You can fi nd their contact details 
at the end of this booklet. They 
will pay your pension to you 
monthly, at one-twelfth (to the 
nearest penny) of the yearly rate. 

When will I get my fi rst 
payment?

If you choose to have a lump 
sum, it will be sent to the bank or 
building society account you put 
on your Personal Details Form. 
The pension payroll provider 
will pay your lump sum as 
quickly as possible, although no 
particular date can be promised. 
It will normally be paid within a 
few days of your retiring, if the 
pension payroll provider has 
received the information in good 
time. You should complete and 
return your Personal Details 
Form and any other information 
promptly.

Pensions are normally paid 
monthly in arrears (at the end 
of the period in which they are 
due). Your pension payments 
will be made directly to your 
account. This ensures that your 
bank account is credited on the 
day each payment is due.

You should tell the pension 
payroll provider immediately if 
you change your address or your 
bank details.

Paying your pension
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The pension payroll provider 
will tell you the date in the month 
on which your pension will be paid 
before (or with) the fi rst payment. 
The date will not necessarily fall at 
the end of a calendar month. When 
a payment date falls on a weekend 
or on a public holiday, the payment 
date will be the working day before. 
The amount due for part of a 
month is worked out according to 
the number of days in the period 
concerned and the number of days 
in the full pension month, between 
one payment date and the next.

Can I have my pension paid 
into any bank?

If your account is with a bank 
or building society in the United 
Kingdom, Channel Islands, or the 
Isle of Man, the pension payroll 
provider will pay your pension 
direct into your bank account. If 
your bank account is in the Irish 
Republic or overseas you must 
make a special application to 
the pension payroll provider. 
Please note that the pension 
payroll provider cannot pay your 
pension direct to an account with 
the National Savings Bank.

What if my pension has to be 
revised some time later?

If there is a change in the 
pensionable earnings fi gure 
used in working out your 
pension, for example, due to a 
backdated pay increase, your 
pensions administrator will 
write to you with revised details, 
and your pension payments will 
change accordingly.

If your pension had previously 
been based on a pay period 
earlier than your last 12 months 
of service, a backdated pay 
award may lead to your pension 
being worked out again based 
on a later pay period. It is 
possible that this will result in 
an overpayment of pensions 
increases. If this applies to you 
the pension payroll provider 
will write to you to explain and 
arrange recovery.

Will my pension increase each 
year?

Pensions in payment increase 
every year in line with the Retail 
Price Index. The increase is 
applied on the fi rst Monday after 
6th April each year. You can 
fi nd out more about pensions 
increases in the booklet 
“Infl ation proofi ng public service 
pensions”, produced by HM 
Treasury.

Will I get a monthly payslip?

Whenever there is a change in 
the gross annual rate of your 
pension, the pension payroll 
provider will send you an advice 
note containing the new details. 
The note will also show the 
monthly gross amount payable 
and the tax that will be deducted 
from next month’s payment. The 
net amount may vary slightly 
due to the effect of the PAYE 
tax tables. The pension payroll 
provider will then continue to 
pay the same amount each 
month until there is a further 
change in the annual pension 
rate or tax code, when they will 
send you another advice note. 

You will not receive a payslip or 
advice note in the months when 
there is no change to the amount 
of your pension.

Are there any changes at 
State pension age?

If your premium pension 
includes any service before 
1997, for example service 
which you have transferred in 
from another scheme, and this 
part of your pension includes a 
guaranteed minimum pension 
(GMP), you should note that 
special arrangements apply to 
the pensions increase on the 
GMP. When you reach State 
pension age, some of the 
increase on your GMP may be 
paid with your State pension 
rather than with your Civil 
Service pension. The increase 
in your premium pension may 
therefore appear to be less 
than a full Retail Price Index 
increase. 
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Can I pay membership 
subscriptions, insurance 
premiums etc from my 
pension, in the same way as 
I did from my salary?

Voluntary deductions for certain 
benevolent and life insurance 
societies and organisations can 
be made from your pension. 
If you want deductions to be 
made, you must complete the 
relevant section of your Personal 
Details Form. You can fi nd 
details of voluntary deductions 
currently made from your pay on 
your most recent pay advice or 
deductions statement.

Your employer will normally 
make any current deductions 
from your fi nal payment of salary 
or wages up to the end of the 
calendar month in which you 
retire. If you apply for deductions 
to be made from your pension, 
the pension payroll provider 
will then start deductions the 
following month. 

If you want to make payments 
to an organisation to which you 
have not contributed from your 
pay before, you must fi rst make 
your own arrangements to join 
the organisation concerned. 
The pension payroll provider 
will not enrol pensioners 
with particular societies. You 
should direct any enquiry about 
benefi ts, increase of your 
subscriptions, or conditions of 
membership, to the society or 
organisation concerned.

If for any reason a deduction 
from pension is not made 
or passed on correctly to a 
specifi ed organisation, the 
pension payroll provider 
will not accept responsibility 
for the lack of cover which 
the loss of contribution may 
cause. As an alternative to 
having deductions made from 
your pension you could make 
separate arrangements with the 
organisation(s) concerned.

I intend to become self 
employed. Can I have 
my National Insurance 
contributions deducted from 
my pension?

No. The pension payroll 
provider cannot make 
deductions from pension 
for National Insurance (NI) 
contributions for which you may 
be liable as a self-employed 
person. You must make your 
own arrangements for NI 
contributions with HMRC. 



How is my pension taxed? 

If you choose to take a lump 
sum, it is tax-free, subject to the 
Lifetime Allowance, but your 
pension is treated as earned 
income. Any income tax due 
under the tax code notifi ed by 
HMRC will be deducted by the 
pension payroll provider. 
Deductions may be provisional 
until they have received the 
proper code.

You should make any enquiries 
about your tax (quoting your 
pension reference and National 
Insurance number) to:

HM Revenue and Customs
PD2
Government Buildings
Ty Glas
Llanishen
Cardiff
CF14 5FN

If tax has been deducted from 
your pension, the pension 
payroll provider will send you 
a P60 form after the end of 
each tax year to show the total 
pension paid and tax deducted 
in the year.

How is my pension assessed 
for the Lifetime Allowance 
(LTA)? 

You can fi nd information about 
the LTA tax assessment of your 
premium pension, in the booklet 
“Your pension and tax”.

Why do you have to ask me 
about my other pensions?

We have to take into account 
any pensions you may have in 
assessing your pension for LTA 
tax. This is explained more in 
“Your pension and tax”.
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Tax and your pension

What benefi ts are payable 
when I die?

We will pay a pension and may 
pay a lump sum to your widow, 
widower, or surviving civil 
partner. If you have a partner 
but are not married or in a 
civil partnership, they may be 
eligible if you have registered 
a partner declaration form with 
your pensions administrator 
and they meet the criteria for 
payment of a pension. We 
will also pay a pension to any 
eligible children. 

Your family or personal 
representative must contact the 
pension payroll provider to tell 
them of your death.

If your pension is overpaid 
because the pension payroll 
provider has not been told of 
your death, the overpayment 
must be repaid. The pension 
payroll provider will tell your 
widow, widower, civil partner, 
or personal representative of 
any amount overpaid but will 
seek recovery directly from your 
Estate.

Is there a lump sum? 

If you die within fi ve years of 
starting to draw your pension, we 
will pay a lump sum representing 
the difference between:

•  five times your annual pension 
(including any added pension 
you had bought) on the date 
you died, and 

•  the total pension and lump 
sum payments you had already 
received. 

The pension payroll provider 
will pay any lump sum due to 
the person or people you have 
named.

If you are over 75 when you die, 
we cannot pay this lump sum 
due to tax rules. So the pension 
payroll provider will pay any 
outstanding balance annually in 
arrears to your nominee(s) as a 
pension until the fi ve-year period 
has expired. 

We do not pay a lump sum if you 
die more than 5 years after you 
start to take your pension.

Benefi ts for your family
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Who will the lump sum be paid 
to?

The lump sum would be paid to 
the person or people you have 
named, in the same way as if 
you had died in service. If you 
want to change your nominee 
at any time, you can download 
a death benefi t nomination form 
from our website at 
www.civilservice-pensions.
gov.uk, or ask the pension 
payroll provider for a form. 

It is your responsibility to 
keep your nomination under 
review and update it whenever 
necessary. 

Please note that if you have 
nominated your husband or 
wife or civil partner and you are 
divorced or your civil partnership 
is dissolved, your nomination 
to them will no longer be valid. 
If you still want them to receive 
the death benefi t lump sum, you 
must complete a new nomination 
form after your divorce or 
dissolution. In any case you may 
want to review your nomination 
at that time.

The pension payroll provider 
cannot pay the lump sum 
to a person other than your 
nominee(s), although if there are 
good grounds for considering 
it is not appropriate to pay the 
sum to your nominee it can 
instead be paid to your personal 
representative. 

What happens if I die without 
having made a nomination?

The pension payroll provider 
will pay any lump sum that 
is due to your personal 
representative.

What pension would my 
husband, wife, civil partner or 
eligible partner get?

Their pension entitlement is 
worked out as 37.5% of your 
pension, including any added 
pension you have bought for 
yourself and your family, and 
any pension bought by a transfer 
in from another scheme. Their 
pension is payable for life.

If you have exchanged 
(commuted) part of your pension 
for a lump sum, this will not 
generally affect the pension for 
your husband, wife, civil partner 
or eligible partner as their 
pension will be based on your 
pension before you decided to 
commute.

However, if you are 75 or over 
when you die, and you leave two 
or more eligible children, the 
tax rules on pensions will restrict 
the total of any dependants’ 
pensions payable to a maximum 
of the amount of your pension at 
the date of your death. As taking 
a higher lump sum reduces your 
pension, this may reduce the 
amount of dependants’ pensions 
payable.

If your husband, wife, civil 
partner or eligible partner is 
more than 12 years younger 
than you, their pension will be 
reduced to refl ect the fact that 
it is likely to be in payment for a 
longer time.

Will my children get a 
pension?

We will pay a pension to your 
eligible children. The child’s 
pension is 30% of your pension 
entitlement if we pay a pension 
to your surviving husband, 
wife, civil partner or eligible 
partner, or 50% if there is no 
such pension payable. If you 
leave more than two children 
who qualify for a pension the 
administrators will reduce each 
child’s pension so they each get 
an equal share. 

What if I get married, register 
a civil partnership or have 
children after I’ve retired?

We will pay a pension to your 
family on your death, on the 
same terms and conditions as 
set out in previous questions.
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What happens if I am re-
employed by a Civil Service 
pensions employer? Will I 
be able to rejoin the pension 
scheme?

This will depend on the pension 
arrangements  on offer at that 
time. 

What happens to my pension 
if I’m re-employed? 

If you have any Civil Service 
pension in payment, whether 
from premium or another 
section of the scheme, and 
you are re-employed by a Civil 
Service pensions employer, your 
pension may be abated. If you 
are considering re-employment 
after taking your pension you 
should ask your prospective 
employer for further information 
on the impact on your pension. 
Abatement does not apply if 
you are aged 75 or over, or if 
you take a job with an employer 
outside the Civil Service pension 
arrangements.

You can fi nd out more from the 
leafl et “What is abatement?” 
which you can download from 
www.civilservice-pensions.
gov.uk or get from your 
pensions administrator.

What if I have a complaint 
about my pension?

If you have a problem with any 
part of your premium pension 
benefi ts, you should try to 
sort it out with your pensions 
administrator. Often a phone 
call or email will be enough. 
If you cannot sort out the 
problem to your satisfaction, 
you should ask your pensions 
administrator for the leafl et “If 
you have a complaint about your 
pension”. 

How do I contact the pension 
payroll provider?

You can contact the pension 
payroll provider, Capita 
Hartshead, as follows:

Capita Hartshead
PO Box 215
Mowden Hall
Darlington
Co Durham
DL3 9GT

Telephone: 0870 1699 700

Fax: 0870 1699 720

E-mail: 
csp.enquiries@capita.co.uk 

When you contact Capita 
Hartshead, you should always 
quote your pension reference 
number. That number will 
be notifi ed to you when your 
pension payments begin, 
and will then appear on all 
correspondence you receive 
from them. 

More information

You can fi nd out more 
information about premium 
pension benefi ts on the Civil 
Service Pensions website, 
www.civilservice-pensions.
gov.uk or you can contact 
your pensions administrator. 
Please note that the pensions 
administrator and pension 
payroll provider are not able to 
give you fi nancial advice.

You can fi nd out more information 
about the State pension on 
www.thepensionservice.gov.uk 
or phone 0845 606 0265.

Re-employment
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Abatement is the reduction or 
stopping of pension payments 
on re-employment within the 
scheme. Scheme rules require 
that your annual salary plus 
your pension cannot add up to 
more than your pensionable 
earnings in the twelve months 
immediately before your pension 
came into payment.

Added pension is an amount of 
extra pension that the scheme 
member can buy.

CSAVCs Civil Service Additional 
Voluntary Contributions.

Eligible child is your natural 
or adopted child and any other 
child who is receiving fi nancial 
support at the time of your death. 
A pension will only be paid if 
they are under 18 or in full-time 
education or training. Any child 
pension will stop when the child 
leaves full-time education or 
training, or their 23rd birthday, 
whichever comes fi rst.

A pension may be payable for 
life to a child who is dependent 
due to serious disability; ask 
your pensions administrator 
for more information about this. 

Eligible partner is someone with 
whom the member has jointly 
completed the partner declaration 
form, and who continued to meet 
the eligibility criteria at the date 
of the member’s death. Details 
of the eligibility criteria are given 
in the booklet ‘Pensions for 
partners: a guide’.

Guaranteed minimum pension 
(GMP) is a pension that is equal 
to the pension you would have 
had if you had stayed in the 
State Earnings-Related Pension 
(SERPS) for service before 1997.

Lifetime Allowance (LTA) is a 
limit set by HMRC on the total 
value of all pension benefi ts 
(except the State pension) that 
can be taken without paying 
additional tax. 

Pensions administrator is the 
organisation that holds your 
pension records and administers 
your pension on your employer’s 
behalf, including working out and 
arranging pension payments.

Pension age in premium is age 
60. This is the earliest age at which 
you can choose to leave and 
receive immediate payment of your 
pension without it being reduced.

Pension payroll provider is the 
organisation appointed by Civil 
Service Pensions to administer 
pensions in payment.

Pensionable earnings are all 
earnings that could count towards 
your pension. They may include 
non-cash items, for example, 
uniforms or accommodation. Your 
fi nal pensionable earnings are 
used to work out your pension 
benefi ts. Your fi nal pensionable 
earnings will be the best of:

• pensionable earnings in your 
final 12 months of employment; or

• the highest pensionable 
earnings in any of the last four 
scheme years; or

• the highest average 
pensionable earnings in any 
three consecutive scheme 
years ending up to 13 years 
before the retirement date.

Personal representatives are 
the people who have the power to 
dispose of the deceased scheme 
member’s estate. These will be 
the executors if there is a will. If 
the member died without leaving 
a will, personal representatives 
will be named in Letters of 
Administration (Confi rmation of 
Executor in Scotland) which your 
solicitor will apply for. 

Reckonable service is the service 
which counts towards your pension. 
Part-time service will count on the 
basis of hours worked.

The Retail Price Index (RPI) 
is one of the offi cial measures 
of price infl ation. It is used to 
set increases for pensions in 
payment. The fi gure used is the 
September RPI.

State pension age is the age at 
which you can claim your State 
pension benefi ts. 

Technical terms
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