


There are two Armed Forces pension schemes for members of the Regular Armed Forces. The first was introduced
in 1975 and was closed to new entrants from 6 April 2005. This is known as AFPS 75. On 6 April 2005 a new
scheme was introduced for new entrants, known as the Armed Forces Pension Scheme 2005 (AFPS 05). Members
of AFPS 75 were given the opportunity to transfer to AFPS 05 on 6 April 2006.

This is your guide to the range of benefits which you could earn during your service as a member of AFPS 05. It

also contains information about the Early Departure Payments (EDP) Scheme and about Resettlement Grants.

If you decided to remain in AFPS 75, you should see the booklet “AFPS 75 — Your Pension Scheme Explained” —
MMP/106, which describes the benefits of that scheme.

This booklet should be read by those joining the Armed Forces from 6 April 2005 and who transferred to

AFPS 05 on 6 April 2006. Please read this booklet carefully and keep it in a safe place, for future reference. There
are some special terms that you need to know: you can find them on pages 3 to 5 and refer to them as you go
along. They appear in bold italics.

IMPORTANT: This booklet provides only a summary of some of the rules of the relevant schemes,
more details are contained in Joint Services Publication 764. The booklet is not a full explanation of
the rules and is not the legal basis for any entitlement under the schemes. If there are any
differences between the rules and an explanation in this booklet, the rules will be followed.

In addition, this booklet does not give you financial or legal advice. If you want financial or legal
advice you should seek independent advice. Unit administrative or personnel staffs can offer
information and an explanation of benefits, but will not take responsibility for your pensions
decisions. They will be able to let you have a list of Services Insurance and Investment Advisory
Panel (SIIAP) approved independent financial advisers, although you are free to use any
independent financial adviser that you wish.
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INTRODUCTION

As a member of the Armed Forces Pension Scheme
2005 (AFPS 05), you could earn a range of benefits to
help provide financial security for you and your

dependants up to retirement age and beyond.

You make no direct contributions towards your basic
benefits under AFPS 05, although your pension
benefits are taken into account when your pay is
assessed. If you wish to, you may be able to increase

your pension benefits by buying added years.

Your pension will start to build up from your first day of
paid service, and after 35 years’ service you could
achieve a pension worth 50% of pensionable pay.
Longer service up to a maximum of 40 years will count

towards your pension.

If you have any queries about AFPS 05, please contact
your unit administration office in the first instance. In
addition, the Service Personnel and Veterans Agency
(SPVA) is on hand to answer questions. They can be

contacted at the following address:

Pensions Division
Mail Point 480
Kentigern House
65 Brown Street
Glasgow

G2 8EX

Phone: 0800 085 3600 (enquiry service)
Military: 94560 3600
E-Mail: JPAC@afpaa.mod.uk

NOTE: From 1 April 2007, AFPAA and the Veterans
Agency (VA) will merge to become a single Agency and
will change their name to the Service Personnel and
Veterans Agency (SPVA).

FURTHER INFORMATION

Your unit administration office has copies of the
following booklets, which will provide you with further
information on specific aspects of your pension under
AFPS 05:

* Re-employment - MMP/116

* Family Pension Benefits - MMP/126

¢ lll-Health Benefits - MMP/127

* Increasing Benefits - MMP/128

* Transferring Benefits - MMP/129

* Internal Dispute Resolution Procedures
- MMP/130

* Pension Benefits on Divorce - MMP/131

* Armed Forces Redundancy Schemes
- MMP/138

These booklets, and further information are also

available on the Defence Intranet at:

http://defenceintranet.diiweb.r.mil.uk/Defencelntranet/
Admin/FindOutAboutArmedForcesPensions

Or on the internet at:

www.armedforcespensions.mod.uk
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TERMS YOU NEED TO UNDERSTAND

Here is a list which explains the meaning of some special pension terms used in this booklet.

Added Years

An arrangement in which a member makes
contributions to buy extra years of service to reckon in
the calculation of his final pension and lump sum

and/or that of his dependants.

AFAB — Armed Forces Attributable Benefits

The aftributable benefits payable under AFPS 75 will be
replaced by AFAB during 2007 to create a stand-alone
compensation scheme for injuries, illnesses and deaths
caused by service on or before 5 April 2005. AFAB is
being introduced to continue to provide cover to Service
personnel if they are medically discharged from the
services (regardless of whether they are members of
AFPS 75 or AFPS 05) and their surviving dependants.
See www.armedforcespensions.mod.uk for more

information.

AFCS — Armed Forces Compensation Scheme

This is a compensation scheme for all members of the
Regular and Reserve Forces. It provides compensation
for all injuries, ill-health and deaths mainly due
(attributable) to service, the cause of which occurred on
or after its intfroduction on 6 April 2005. See AFCS
Booklet — MMP/125.

AFPS 05 — Armed Forces Pension Scheme 2005

This is the pension scheme for Regular Service
personnel. It is effective for new entrants from

6 April 2005 and from 6 April 2006 for Service
personnel who were in service on that date and who
elected to transfer from AFPS 75 as a result of the
Offer To Transfer.

AFPS 75 — Armed Forces Pension Scheme 1975
This is the pension scheme for Service personnel which

was introduced in 1975 and was closed to new entrants

from 6 April 2005.

Attributable

The term used to describe where:
* an injury or illness was caused or significantly
aggravated by service in the Armed Forces;
* a death was caused or significantly hastened by
service in the Armed Forces.

Attributable Benefits

Attributable benefits are not paid under AFPS 05 which
offers ill-health pensions whatever the cause of the
condition. Benefits are paid under two schemes

depending on the date when the injury or condition was
caused. See AFAB and AFCS.

Civil Partner

An individual who has formed a legally recognised
partnership with another person of the same sex under
the procedure provided by the Civil Partnership Act
(CPA) 2004. If the civil partnership is legally dissolved,

the former civil partner is not entitled to benefits.

Contracting-Out

The arrangement under which a pension scheme leaves
the State Second Pension Scheme (S2P). This means
AFPS 05 members exchange their entitlements to
benefits under the S2P for alternative benefits. AFPS 05
members’ National Insurance contributions are paid at

a lower “contracted-out” rate.

Benefits that are preserved until age 65 for a former
member of the Armed Forces who left before the age
of 55.

A member’s spouse, civil partner, eligible partner or

eligible children.

your pension scheme explained



EDP — Early Departure Payments GMP — Guaranteed Minimum Pension

Payments to personnel who leave service before age

55, after a minimum of 18 years’ service AND who are
at least age 40 (the EDP 18/40 Point). Payments are
made up of a tax-free lump sum equal to three times
the value of the preserved annual pension and an income
payment equal to at least 50% of the preserved pension.
Medical and Dental Officers are not normally eligible

for EDP as they are under the bonus scheme instead.

Earmarking Order

A court order made as part of a divorce settlement
instructing the scheme to pay all or part of a member’s
pension and/or tax-free pension lump sum or pension
to the member’s former spouse or civil partner when
these benefits become payable in the future. The same
arrangements will apply when a civil partnership is
dissolved. These Orders are sometimes known as
“Attachment Orders” when the member’s pension is
already in payment at the time of the Order. However,
they will be referred to as “Earmarking Orders”
throughout this booklet.

Eligible Child/Children

Any child who is financially dependant on the member,
who is:
e Under 18, or
e in full-time education or vocational training and
is under 23, or
* unable to engage in employment because of
physical or mental disability which was present at
the time of the death of the member and began
before the age of 23.
This includes children born within one year of the

member’s death.

Eligible Partner

Someone with whom a member is cohabiting, in an
exclusive (ie neither partner is married or a civil partner
to someone else) and substantial relationship with
financial and wider inter-dependence (this is not the
same as a civil partnership) and they are not prevented

from marrying or forming a civil partnership.

The minimum pension that a scheme like AFPS 05 is
obliged to provide to members as a result of
contracting-out of S2P, formerly SERPS.

Index-Linking

Annual increase in pension value in line with
movements in the Retail Prices Index (RPI). Changes are
made in April, using the previous September’s annual
headline rate of inflation. All ill-health pensions,
pensions and dependants’ pensions are index-linked
from the date of payment. Preserved pensions are
index-linked using prices since the date of leaving

service. EDPs are not index-linked until age 55.

Inverse Commutation

Exchanging all or part of a member’s tax-free pension
lump sum for an increase in the amount of taxable

pension payable to the member and their dependants.

Pensionable Pay

Basic pay including the X factor but excluding
allowances, bonuses, financial retention incentives, loan

service pay and any form of specialist pay.

Pension Lump Sum

A one-off lump sum (normally tax-free) equal to three
times the annual pension awarded. The pension lump
sum is paid in addition to the pension when the pension

first comes into payment.

PSO - Pension Sharing Order

An Order made by the Court on divorce or dissolution
of a civil partnership creating pension rights for a
former spouse or civil partner out of the benefits in the
scheme, which the member has built up at the time of
the PSO. The value of the pension will depend on the
percentage specified in the PSO. PSOs are payable at
the age of 65.
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Preserved Pension

Benefits due to a member leaving AFPS 05 before age
55 after a minimum of two years’ service or a transfer
in from another scheme. The preserved pension and

pension lump sum are payable at the age of 65.

Reckonable Service

Reckonable service is the service which counts towards
a member’s pension. This starts from the first day of
paid service in the Armed Forces, but may not exceed
40 years. The value of any pension benefits transferred
in from another scheme increases the service which
counts towards a member’s pension and therefore
counts towards the two year minimum required to
qualify for pension benefits. Credit resulting from the
purchase of added years also counts towards
reckonable service. For those who transferred from
AFPS 75 as a result of the Offer To Transfer, their
service under AFPS 75 will count too. Certain absences
are not reckonable for pension purposes, such as a
period of detention, unauthorised absence or

unpaid leave.

RFPS — Reserve Forces Pension Scheme

Those who start or restart on Full time Reserve Service
(FTRS), including Additional Duties Commitment (ADC)
terms on or after 6 April 2005, will automatically be
members of the RFPS. Personnel called out for service
under section 32, 43, 52, 54 or 56 of the Reserve
Forces Act 1996, (or a corresponding section of the
Reserve Forces Act 1980) from that date may choose to
become members of RFPS. Those in service before

6 April 2005 and still in service on 6 April 2006, were

given the opportunity to transfer to this scheme.

Scheme Actuary

The Government Actuary’s Department provides

actuarial advice to the scheme.

Scheme Managers

Service Personnel Policy (Pensions), an MOD branch,
manages AFPS 05.

Armed Forces Pension Scheme

A legally married (including separated, but not

divorced) husband or wife.

SPVA - Service Personnel and Veterans Agency

From 1 April 2007 AFPAA and the VA will merge to
become a single Agency and will change their name to
the Service Personnel and Veterans Agency (SPVA).

Substantial relationship

To establish whether a relationship is substantial various
factors are taken into consideration, such as: children,
financial dependence or interdependence, shared
commitments such as a mortgage, prime beneficiary of
a will, shared accommodation, the length of the
relationship and no legal spouse or civil partner (on
either side).

Transfer Value

A payment (called a Cash Equivalent Transfer Value or
CETV reflecting the value of the rights an individual has
in that scheme) made from one pension scheme to
another to buy benefits in the receiving scheme. This
transfer may only be made at the individual’s request,

when he changes from one pension scheme to another.

VA - Veterans Agency

See SPVA.

WPS — War Pensions Scheme

The WPS may pay benefits to an individual when they
have left the Armed Forces, where an injury or illness or
death was caused or made worse by service in the
Armed Forces before 6 April 2005.
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MEMBERSHIP

AFPS 05 is a defined benefit occupational pension
scheme. You are automatically a member unless you
choose to opt out. You need to do nothing to join
AFPS 05 when you enlist in the Regular Armed Forces.
You will need two years’ reckonable service to be

entitled to most pension benefits.

Members of the scheme do not participate fully in the
State pension arrangements. Instead, the scheme takes
on responsibility for paying part of the pension that
would otherwise have been paid by the State. This is
known as being contracted-out and means that you
pay a lower rate of National Insurance contributions.
However, members of AFPS 05 are entitled to the State

pension on the same basis as everyone else.

You cannot be a member of the AFPS 05 and pay
towards another occupational pension at the same
time. You may, however, pay into a Stakeholder or
personal pension, subject to Revenue limits. (For further

information about Stakeholder pensions, see page 19.)

OPTING OUT

You can opt out of the scheme in favour of private
arrangements at any time. You make no direct
contributions towards your basic benefits under

AFPS 05, although the value of your pension is taken
into account when your pay is set by the Armed Forces
Pay Review Body. There is no compensation payable for
withdrawal from the scheme. If you are considering
opting out, you should seek advice from an
independent financial adviser. If you want to opt out of
the scheme, you will need to fill in an option form
available from SPVA (see page 2 for address), and

forward it to them for action.

The option form must state the date of leaving

the scheme.

You can find further information about the options
available and the key points you need to bear in mind
when making your decision in the booklet
“Transferring Benefits” - MMP/129.

Opting out of AFPS 05 does not affect any entitlement
you may have under the Early Departure Payments
(EDP) Scheme, under bonus arrangements in place for

your specialist group or for a Resettlement Grant (RG).

OPPORTUNITIES TO REJOIN AT A LATER
DATE IF YOU OPT OUT

If you opt to leave AFPS 05 (or not to join) while
remaining in service, you have one opportunity to rejoin
(or join) provided you are under age 55, and can prove

you are medically fit.

This provision has nothing to do with the Offer To
Transfer (OTT) and cannot be taken to give those who
opted to stay in AFPS 75 a further opportunity to
transfer into AFPS 05.
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AN OVERVIEW OF YOUR BENEFITS

GENERAL

You will be entitled to pension benefits provided you
have at least two years’ reckonable service. Your
benefits are based on your final pensionable pay —
that is the greatest amount of pensionable pay you
received for 365 consecutive days over the last three
years of reckonable service. This service starts from your

first day of paid service in the Armed Forces.

PRESERVED PENSION

If you leave the Armed Forces before age 55 having
completed at least two years’ reckonable service, you
will be entitled to a preserved pension and a
pension lump sum (normally tax-free) of three times
your annual pension, which is payable when you reach

the age of 65. (See page 9 for further details.)

PENSION AT AGE 55

If you retire at age 55 or over you will be entitled to a
pension paid immediately and a pension lump sum
(normally tax-free) of three times your annual pension.

(See page 10 for further details.)

EARLY DEPARTURE PAYMENTS SCHEME

If you leave the Armed Forces before age 55, but
having reached at least age 40 AND having served at
least 18 years (the EDP 18/40 Point), you will get a
tax-free lump sum and an income paid until age 65.

(See pages 11-12 for details, including examples.)

ILL-HEALTH BENEFITS

If your career is cut short by illness or injury and you
have completed more than two years’ reckonable
service, you will receive an ill-health award. The
amount is based on a three tier system. For less serious
conditions, Tier 1 provides a tax-free lump sum only. If
you have a serious condition, covered by Tiers 2 and 3,
the ill-health pension will be based on your actual
service, plus an enhancement. (See pages 14-15 for
further details.)

ATTRIBUTABLE ILL-HEALTH BENEFITS

There are no attributable ill-health benefits under
AFPS 05. If you are discharged on medical grounds,
your pension entitlement will normally be calculated
under AFPS 05. Any aftributable benefits to which you
may be eligible will be considered under the War
Pensions Scheme (WPS), AFAB or the Armed Forces
Compensation Scheme (AFCS), depending on the date

that your injury or illness was caused.

If your ill-health pension is paid under AFPS 05, it is
payable irrespective of any award from the AFCS, AFAB
or WPS, but these payments may be reduced to take
account of AFPS 05 pension benefits. See the booklet
“Armed Forces Compensation Scheme” -
MMP/125 and the website

www.armedforcespensions.mod.uk for further details.
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DEPENDANTS’ BENEFITS

When you die — either in service or after leaving service
— benefits may be due to your spouse, civil partner,
eligible partner or to your eligible children. (See
page 16-19 for further details.)

More information on dependants” benefits is available
in the booklet “Family Pension Benefits” - MMP/126.

DEATH OF A MEMBER WITH
NO DEPENDANTS

If you are single, with no partner or eligible children

and die, payments will be made as follows:

* in service, a tax-free lump sum of four times
pensionable pay will be paid to your
nominee or estate as part of the assets

you leave;

* after service but before your preserved
pension comes into payment, a tax-free lump
sum of three times your annual preserved
pension will be paid to your nominee or estate
as part of the assets you leave. Your pension

dies with you;

within two years of drawing your pension, a
lump sum equivalent to the balance of two
years’ worth of pension to your estate. Again,

your pension dies with you.

RESETTLEMENT GRANT

The Resettlement Grant (RG) is intended to help you
adjust to civilian life. You are entitled to a RG when you

leave the Armed Forces provided you:

* have served at least 12 years;

* are not entitled to any other immediate

payments, eg ill-health pension or EDP;

¢ are not a member of the Reserve Forces Pension
Scheme (RFPS), which does not offer a RG, or
AFPS 75, which has its own RG arrangements.

And have:
* not previously received a RG (under new

arrangements or under AFPS 75); or

* received a RG under new arrangements, and
have rejoined voluntarily in 30 days or less of

your discharge, and have repaid it; or

¢ received a RG under AFPS 75, and have
rejoined voluntarily in 121 days or less of your
discharge, and have repaid any necessary
portion of the lump sum. Should you leave
again and still qualify for the payment, your
entitlement will be limited to the same

proportion of the RG as was repaid.

your pension scheme explained



