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Glossary of terms

Accrued rights Also known as accrued benefits. Generally, the right to future benefits which a member of an
occupational pension scheme has built up in respect of service up to a given point.

Additional Pension (AP) The Additional Pension (AP) is the earnings related part of the State Retirement
Pension. It is also known as the State Earnings Related pension Scheme (SERPS) or State Second
Pension as from 6 April 2002. It is based on earnings on which National Insurance contributions
(NICs) have been paid since April 1978. Employees are automatically in the SERPS, or State Second
Pension from 6 April 2002, unless they contract-out via an occupational scheme or an Appropriate
Personal Pension (APP). Anyone who is, or has been, a member of a contracted-out scheme will have
their AP reduced accordingly.

Age-Related Rebate (ARR) The Inland Revenue National Insurance Contributions Office makes payments into
(APPs) Appropriate Personal Pension/(COMPs) Contracted-out Money Purchase for tax years from
1997/98 and (APPSHPs) Appropriate Personal Pension Stakeholder Pension/(COMPSHPs) Contracted-
out Money Purchase Stakeholder Pension from 2001/02. They will increase with the age of the
member and will reflect the different amounts of rebate needed at different ages to generate the same
benefits as SERPS or State Second Pension from 6 April 2002.

Annuity A pension bought-out by a pension scheme from an insurance company, for either immediate or
deferred payment.

Appropriate Personal Pension (APP) scheme A personal pension scheme which an individual may join
as a means of contracting out of State Second Pension, previously known as SERPS. To obtain
an appropriate scheme certificate from the Secretary of State for Department for Work and Pensions
(DWP), the personal pensions scheme needs to satisfy certain conditions about the provision of
protected rights.

Appropriate Personal Pension Stakeholder Pension (APPSHP) scheme Appropriate Personal Pension
scheme which operates in the same basis as an APP scheme but with stakeholder status.

Contracted-out Earnings Those earnings which fall between the Lower Earnings Limit (LEL) and the Upper
Earnings Limit (UEL).

Contracted-out Mixed Benefit (COMB) scheme An occupational pension scheme which holds both COMP
and COSR rights. COSR rights may be GMPs for service before 6 April 1997 or post ‘97 COSR rights
after that date.

Contracted-out Money Purchase (COMP) scheme A contracted-out occupational pension scheme where
the employer pays minimum payments which, along with any other contributions from the employer
and, or member, provide the member with a pension based on the value of his or her fund at
retirement.

Contracted-out Money Purchase Stakeholder Pension (COMPSHP) Scheme A contracted-out occupational
pension scheme which operates on the same basis as a COMP scheme but with stakeholder status.

Contracted-out Rebate Employers who operate contracted-out pension schemes pay NICs at a reduced
(contracted-out) rate. The difference between the full not contracted-out rate and the reduced rate is
known as ‘contracted-out rebate’.

Contracted-out Salary Related (COSR) scheme A contracted-out occupational pension scheme which
provides members with a pension related to their earnings.

Contract-out An arrangement under which members of a pension scheme which meets certain conditions,
obtain rights in that scheme in place of their additional state pension entitlement. NICs for these
employees are reduced or, in the case of an APP/APPSHP, partly repaid to the scheme.



Employee and Employer Thresholds The employer threshold was introduced in April 1999. It set the level of
earnings which had to be exceeded before employer NICs became payable. The employee earnings
threshold was introduced from April 2000 but set at a different level to the employer threshold. In
April 2001 the employee and employer thresholds were set at the same level.

Former spouse A person who may acquire accrued pension rights under a pension share.

Guaranteed Minimum Pension (GMP) rights The minimum pension which a salary-related occupational
scheme must pay a member in respect of contracted-out contributions paid between April 1978 and
April 1997, as a condition of contracting-out. (Replaced by the Reference Scheme Test for
contributions paid after April 1997.)

Lower Earnings Limit (LEL) The minimum amount set at the beginning of each tax year, which must be
earned in a pay period to qualify for Basic Retirement Pension.

Lump sum The member can choose to have a lower pension and take a tax free lump sum when they retire.
The maximum lump sum they can take is 25 per cent of their fund. Protected rights cannot be
included in this calculation. But, in certain circumstances, the member can commute the protected
rights in a lump sum.

If the member dies, a lump sum may also be paid to:
e the widow or widower

* a person specified by the member, or

e the member’s estate.

Minimum Payments The minimum payments an employer must make to a COMP/COMPSHP or the COMP
part of a COMB scheme are the difference between NICs at the not contracted-out rate, and the
lower contracted-out rate. This also applies to married women and widows paying the contributions
at the reduced rate. Payments must be made by the employer to the scheme within 14 days of the
end of the income tax month in which liability for NICs arose on earnings on which minimum
payments are due.

NIC Rebate Following the introduction of the earnings threshold, no NICs are payable on earnings between
the LEL and the earnings threshold. However, a contracted-out rebate is still due on this band of
earnings. See paragraph 2.17 for further details.

Overseas arrangement A scheme or arrangement other than an occupational pension scheme, which will
provide benefits on termination of employment, or on death or retirement. It is not an APP scheme
and is administered wholly or primarily outside the United Kingdom (UK).

Overseas scheme An occupational pension scheme established under irrecoverable trust, or by such other
means as the Commissioners of Inland Revenue may approve, and which is administered wholly or
primarily outside of the UK as defined in Regulation 1 of the Occupational Pension Schemes
(Contracting-out) Regulations 1996.

Pension Sharing on Divorce A term used where the courts agree or order that, on divorce or nullity, pension
rights are to be shared.

Post ‘97 COSR Rights A member’s rights derived from being a contracted-out member of a scheme
contracted-out on a salary related basis, on or after 6 April 1997 and any post ‘97 COSR rights or post
‘97 protected rights which have been transferred to the scheme from a COSR scheme, COMP
scheme, COMB scheme or APP scheme, but excluding any rights derived from additional voluntary
contributions paid for the member, ie Section 9 (2B) rights as defined in Regulation 1 of the
Occupational Pension Schemes (Contracting-out) Regulations 1996.

Protected rights Protected rights are the member’s total rights to money purchase benefits under the
scheme, unless the scheme rules make separate provision. If the scheme rules to separately provide,



then the following have to be included in the scheme rules as protected rights:
e minimum payments

* age-related payments including any made as a result of a transfer from a
COMP scheme or the active COMP part of a COMB scheme

* incentive payments including any made as a result of a transfer from a
COMP scheme

* protected rights transferred in from another COMP scheme or the active
COMP part of a COMB scheme or from an APP scheme

e GMP or post ‘97 COSR rights transferred in from a COSR scheme or the
active COSR part of a COMB scheme.

Responsible Paying Authority (RPA) An occupational pension scheme or other body, for example an
insurance company, responsible for paying a GMP or protected rights.

Safeguarded Rights Rights as defined in Section 68(A) of the Pension Schemes Act 1993.

Section 53 schemes A scheme formerly certified under Services to Pensions Industry financial supervision
arrangements.

Section 148 The rate of revaluation set out in an order made under Section 148 of the Social Security
Administration Act 1992.

Stakeholder Pension Scheme A pension scheme that has been registered under section 2 of the Welfare
Reform Pension Act 1999 and satisfies the conditions in section 1 of that act.

State Earnings Related Pension Scheme (SERPS) A term used to describe the AP provision of the state
pension scheme accrued up to 5 April 2002 - see ‘Additional Pension’.

State Pension Age (SPA) The minimum prescribed age which a person must be before they can be paid a
state Retirement Pension.

State Second Pension A term used to describe the AP provision of the state pension scheme accrued from
6 April 2002 see ‘Additional Pension’.

Transfer payment A payment of GMP, post ‘97 COSR rights or protected rights made by a COSR,
COMP/COMPSHP, COMB or APP/APPSHP scheme to either:

* another occupational pension scheme, or
e an APP/APPSHP scheme.

Transfer value Value of the benefit to which a member is entitled on transferring to another occupational or
personal pension scheme.

Upper Earnings Limit (UEL) NICs do not have to be paid by employees on earnings over a certain amount.
This maximum amount is set at the beginning of each tax year and is about seven times the amount
of the LEL. There is no UEL for employers.



Introduction to this manual and Inland Revenue
National Insurance Contributions Office

About this manual

1.1

1.2

1.3

This manual:

e s intended for employers and administrators of Contracted-out Money Purchase (COMP)
occupational pension schemes or COMP parts of Contracted-out Mixed Benefit (COMB) pension
schemes whose members are contracted-out of the additional state pension. From 6 April 2002
SERPS was reformed by State Second Pension.

e incorporates the changes introduced by the Pensions Act 1995

e contains guidance on what to do when an employee has left a COMP pension scheme, or the
COMP part of a COMB scheme, and the period of contracted-out employment was:

- entirely pre 6 April 1997
- both pre and post 6 April 1997
- entirely post 6 April 1997
e contains information about the calculation and payment of age-related rebates.
This manual does not deal with procedures relating to:
e Contracted-out Salary Related (COSR) schemes or the COSR part of COMB schemes. Details of
COSR procedures are covered in manual CA14, Termination of Contracted-out Employment -

Manual for Salary Related Pension Schemes and Salary Related Parts of Mixed Benefit Schemes, or

e Contracted-out Money Purchase Stakeholder Schemes. Details of COMPSHP procedures are
covered in manual CA84 Stakeholder Pensions Scheme Manual.

e occupational pension schemes which cease to contract-out. Details on the procedures when a
scheme ceases to contract-out are covered in manual CA15, Cessation of Contracted-out Pension
Scheme Manual.

This manual gives general guidance only, and should not be treated as a complete and authoritative
statement of the law.

Responsibilities and contacts

1.4

Inland Revenue — National Insurance Contributions Office
The Inland Revenue National Insurance Contributions Office
* has a Director who is responsible to the Director General of Operations in Inland Revenue

e operates the National Insurance scheme, the second largest source of Government revenue after
Income Tax, by:

- ensuring compliance with the law relating to National Insurance

- maintaining over 60 million contributors’ National Insurance records
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1.5

- providing an information and advisory service to the business community and members of
the public

- providing National Insurance information to benefit paying Agencies

- administering the contracting-out arrangements.

Services to Pensions Industry
Services to Pensions Industry is part of the Inland Revenue National Insurance Contributions Office.

Services to Pensions Industry :

considers elections from employers who wish to contract-out of the additional state pension,
commonly known as SERPS or State Second Pension and issues contracting-out certificates if the
election is accepted for COSR, COMP, COMB, and Appropriate Personal Pensions (APP) schemes

issues revised certificates where elections to vary a contracted-out certificate are made for a COSR,
COMP, COMB, and APP schemes

allocates Employer’s Contracting-out Numbers (ECONs) and Scheme Contracted-out Numbers
(SCONs) for COSR, COMP, COMB, and Appropriate Scheme Contracted-out Numbers (ASCNS)

for APP schemes

supplies contracted-out employers or schemes who operate COSR, COMP, COMB, and APP
schemes with:

- an information pack when the contracting-out certificate is first issued, and

- National Insurance contributions tables for contracted-out employers who operate all
contracted-out schemes

supervises COSR, COMP, COMB, and APP schemes to ensure:
- their resources meet their contracted-out and safeguarded rights liabilities, and
- they continue to satisfy the condition for contracting-out

has the authority to cancel or vary contracting-out certificates for COSR, COMP, COMB, and APP
schemes on behalf of the Commissioners of Inland Revenue

approves and supervises a scheme’s arrangements of COSR, COMP, and COMB schemes if they
cease to contract-out

has the power to withdraw or refuse approval of arrangements for COSR, COMP, and COMB
schemes

has the power to issue certificate of non-approval and directions to discharge liabilities for COSR,
COMP, and COMB schemes

registers, cancels and terminates contracted-out employment for all contracted-out scheme
optants

makes sure all necessary arrangements are made for individuals if any contracted-out schemes
ceases to contract-out

supplies forms mentioned in this guide, and

deals with procedures for registration and payment of Age Related Rebates (ARRs) for COMP,
COMPSHP, COMB, APP and APPSHP schemes.
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1.6 Any enquiries about the procedures performed within Services to Pensions Industry should be
forwarded to

M Inland Revenue
National Insurance Contributions Office
Services to Pensions Industry
Benton Park View
Newcastle upon Tyne
NE98 177

All notifications should be sent to the address quoted on the appropriate form.
You can also visit Services to Pensions Industry website at www.inlandrevenue.gov.uk/coeg
Department for Work and Pensions (DWP)
1.7 DWP Headquarters deals with matters of policy relating to contracted-out schemes.
1.8 Send all enquiries in writing to
M Department for Work and Pensions
Branch PP1
The Adelphi
1-11 John Adam Street
London
WC2N 6HT
Occupational Pensions Regulatory Authority (OPRA)

1.9 OPRA

e is an executive non departmental public body accountable to Parliament

regulates occupational pensions and APPSHP schemes

has the authority to investigate schemes and take action to uphold the law, and

has the responsibility for running the Pensions Schemes Registry.
1.10  Send any enquiries to

M Occupational Pensions Regulatory Authority
Invicta House
Trafalgar Place
Brighton
East Sussex
BN1 4BY

Or you can visit OPRA’s website at www.stakeholder.opra.gov.uk
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Further Information
1.11  For further copies, or if you need any further information about this manual please contact

M Inland Revenue
National Insurance Contributions Office
Services to Pensions Industry
Room BP4001
Benton Park View
Newcastle upon Tyne
NE98 177

[ it ) 08459 150 150

Lines are open 8am to 5pm Monday to Friday.

1.12 If you need further information about pensions you can order copies of the following leaflets:

Leaflet Title

PM1 A guide to your pension options

PM2 State pensions - Your guide

PM3 Occupational pensions - Your guide

PM4 Personal Pensions - Your guide

PM5 Pensions for the self-employed - Your guide

PM6 Pensions for women - Your guide

PM7 Contracted-out pensions - Your guide

PM8 Make the most of your personal pension

PP3 Personal Pensions for the self employed

PP4 A guide to the Financial Services Act for employers
PSO2 Personal Pension Schemes (including Stakeholder Pension Schemes)

A guide for members of tax approved schemes

1.13 You can get these free leaflets by contacting
@ Department for Work and Pensions
FREEPOST BS5555/1

Bristol
BS991BL

& 08457 313 233
A textphone number is available on 0845 604 0210

Lines are open 24 hours.

You can also order them online from the following website www.dss.gov.uk
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1.14

1.15

1.16

1.17

1.18

1.19

Leaflet PSO2 is only available from

M Inland Revenue
(Savings, Pensions, Share Schemes)
Yorke House
PO Box 692
Castle Meadow Road
Nottingham
NG2 1BG

[ it ) 0115 974 1670

The information and instructions in this manual apply in Northern Ireland and the Isle of Man, with
the exception of Stakeholder Pension Schemes, which are not available in the Isle of Man.

Employers with employees in contracted-out employment in the Isle of Man should contact

DA DHss

Social Security Division
Contributions Section
Markwell House
Market Street

Douglas

Isle of Man

IM1 2RZ

& 01624685685

Lines are open 9am to 5pm Monday to Friday.

Helplines

The following helplines are available for general queries:

Inland Revenue Services to Pensions Industry

® 08459 150 150

Lines are open 8am to 5pm Monday to Friday.

This helpline can answer your questions on contracted-out procedures.
Inland Revenue Pensions Technical Advice

| 01159741777

Lines are open 9am to 5pm Monday to Friday.

This helpline can answer your questions on tax rules for all pension arrangements.
Occupational Pensions Regulatory Authority (OPRA)

] 01273627600

Lines are open 9am to 5pm Monday to Friday.

This helpline can deal with your questions on the regulation on Occupational Pension Stakeholder
Pension scheme and provide details on the register of SHP schemes.
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Enquiry services

1.20 Inland Revenue National Insurance Contributions Office provides enquiry services for:
e checking members National Insurance numbers (NINOs) and dates of birth
e calculating protected rights Contracted-out Deductions (COD), and

e providing contracted-out contributions earnings information.
Check of members’ NINOs and dates of birth

1.21 NINOs and dates of birth of contracted-out scheme members can be checked against those held by
the Inland Revenue National Insurance Contributions Office. This facility is normally free of charge.

1.22 Manual CA21 Using the National Insurance Number/Date of Birth Checking Service Manual, is available
from Services to Pensions Industry. Enquiries can be made on paper schedules or magnetic media. To
avoid delay, applications should be made:

e between November and April, or
e atintervals of at least three years.

1.23 Dates of birth held by Inland Revenue National Insurance Contributions Office are not always verified,
so employers and schemes must ensure the dates of birth they hold are correct.

Contracted-out Deduction Enquiry Service

1.24 A COMP scheme may use the Contracted-out Deduction Enquiry Service to obtain an up to date
calculation of the deduction that will be made from a member’s state Additional Pension (AP).
This service can also be used if schemes wish to obtain a calculation at any time during pension
sharing on divorce procedures. Chapter 12 provides full information relating to pension sharing on
divorce and contracting-out procedures.

1.25  Requests must be made to Services to Pensions Industry on form CA1580, signed by a duly authorised
person showing their official capacity, for example trustee of the scheme, or scheme administrator.

1.26  An individual who is, or has been, a member of a COMP scheme can request a protected rights COD
calculation from Services to Pensions Industry. However, a more useful calculation, quoting Basic
Retirement Pension, State Second Pension, State Earnings Related Pension, Graduated Retirement
Pension and COD can be obtained from Benefits Agency Retirement Pension Forecast Advice Unit.
Application form BR19 is available from Department for Work and Pensions (DWP) offices.

Contracted-out Contribution Information Service (COCIS)

1.27  Employers and schemes can be provided with contracted-out contributions or earnings details by
magnetic media submissions. For further information see manual CA20 Using the Contracted-out
Contributions/Earnings Information Service Manual.

1.28  There is a charge made for this service. For further information, including details of the charges, contact

M Inland Revenue
National Insurance Contributions Office
Services to Pensions Industry
Room BP4002
Benton Park View
Newcastle upon Tyne
NEOS8 177

08459 150 150

5)
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Tracing services

1.29  The Benefit Agency rather than Services to Pensions Industry provide this service. It is available to help
schemes contact a missing person with accrued rights to benefit. The communication must be sent, in
a sealed envelope bearing the person’s name and last known address to your nearest Benefit Agency
office. If the person concerned can be identified the communication will be forwarded with a covering
explanation. If not, the communication will be returned to the scheme. Bulk traces for National
Insurance numbers can also be made.

1.30 The Inland Revenue National Insurance Contributions Office can perform bulk traces for NINOs.
Enquiries about this service can be made by contacting:

M Inland Revenue
National Insurance Contributions Office
Section 1- 8 H3002
Benton Park View
Newcastle upon Tyne
NE9S8 127

(a3 08459 158 558
There is a charge made for these services.
1.31 If the member, widow, widower or nominated beneficiary(ies):
e can be found, the information will be forwarded with a covering explanation
e cannot be found, the information will be returned to the scheme.
Please note a charge is made for this service.
1.32 If a widow, widower or nominated beneficiary(ies) cannot be traced enquiries can be made to
M Principal Probate Registry
Somerset House
Strand
London

WC2 1LP

or the District Probate Office covering the address where the deceased lived. For a person living in
Scotland enquiries should be made to

M The Commissary Office
27 Chambers Street
Edinburgh
EH1 1LB
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Comments on our service

1.33

1.34

We welcome any comments you have on how to improve our service to all customers, including your
future requirements and expectations. You can let the Customer Support Team know, by phone or
by writing to

M Inland Revenue
National Insurance Contributions Office
Services to Pensions Industry
Room BP4102
Benton Park View
Newcastle upon Tyne
NEOS8 177

A 084591 150 250
Fax 0191 225 0285
We would also like to hear from you if you think you have received particularly good service.

If however you have a complaint we will do our best to settle your complaint quickly and to
your satisfaction.

If you are unhappy with our service

1.35 If you are unhappy with any aspect of the service you have received from the Inland Revenue National
Insurance Contributions office, you should complain to the manager at the office you have been
dealing with.

Data Protection

1.36  The Inland Revenue is a Data Controller under the Data Protection Act. We hold information for the
purposes specified in our notification made to the Data Protection Commissioner, and may use this
information for any of them.

1.37  We may get information about you from others, or we may give information to them. If we do it will
only be as the law permits, to check accuracy of information, prevent or detect crime, protect public
funds.

1.38  We may check information we receive about you with what is already in our records. This can include

information provided by you as well as by others such as other government departments and agencies
and overseas tax authorities. We will not give information about you to anyone outside the Inland
Revenue unless the law permits us to do so.

Decision Making and Appeals (DMA)

1.39

Following the implementation of the Social Security Act 1998, procedures for Decision Making and
Appeals must be followed. This means that when a formal decision is issued there is a right of appeal
against that decision to an independent appeal tribunal. Further information is available in manual
CA14F Technical Guidance on Contracted-out Decision Making and Appeals, which is available from
Services to Pensions Industry. See paragraph 1.6.
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Additional information/services

1.40

Additional information about schemes in contracted-out employment can be found in:

Manual Title

CAl14 Termination of Contracted-out Employment - Manual for Salary Related Pension Schemes
and Salary Related Parts of Mixed Benefit Schemes

CA14A Termination of Contracted-out Employment - Manual for Money Purchase Pension
Schemes and Money Purchase Parts of Mixed Benefit Schemes

CAl4C Contracted-out Guidance for Salary Related Pension Schemes and Salary Related
Overseas Schemes

CA14D Contracted-out Guidance for Money Purchase Pension Schemes and Money Purchase
Overseas Schemes

CA14E Contracted-out Guidance for Mixed Benefit Pension Schemes and Mixed Benefit
Overseas Schemes

CAl4F Technical Guidance on Contracted-out Decision Making and Appeals

CA15 Cessation of Contracted-out Pension Scheme Manual

CAl6 Appropriate Personal Pension Scheme Manual - Procedural Guidance

CA16A Appropriate Personal Pension Scheme Manual - Guidance for Scheme Managers

CAl1l7 Employees guide to minimum contributions

CA19 Using the Accrued GMP Liability Service

CA20 Using the Contracted-out Contributions/Earnings Information Service

CA21 Using the National Insurance Number/Date of Birth Checking Service

CA22 Submitting Contracted-out Data Transactions using Magnetic Media

CA39 Contracted-out contributions for employers with Contracted-out Salary Related Schemes

CA70 Magnetic Media Transmission of Data to Appropriate Personal Pension and
Contracted-out Occupational Schemes

CA84 Stakeholder Pension Scheme Manual - Procedural Guidance

CA85 Cessation of Stakeholder Pension Scheme - Procedural Guidance

CWG2 Employers Further Guide to PAYE and NICs

IR76 Personal pension schemes Guidance notes

(Including Stakeholder Pension Schemes)
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Background to contracting-out

Pensions

21

2.2

2.3

2.4

The state Retirement Pension, bereavement benefits and Incapacity Benefit are in two parts

e a basic flat-rate pension, and

* an Additional Pension (AP) based on the employee’s earnings, or for bereavement benefits the
deceased spouses earnings, between the Lower and Upper Earnings Limits from 6 April 1978 for

each year of their working life.

A widower claiming Retirement Pension may be entitled to AP based on his late wife’s earnings
between the Lower and Upper Earnings Limits from 6 April 1978 for each year of their working life.

Pension rights earned before award, and pensions in payment, are revised each year to ensure they
are protected against inflation.

The Additional Pension is known as State Second Pension or the ‘State Earnings Related Pension
Scheme’ (SERPS). From April 6 2002, SERPS was reformed by State Second Pension.

Contracting-out

2.5

Occupational pension schemes which satisfy certain statutory requirements can contract-out of the
additional state pension.

e since 6 April 1978, as a Contracted-out Salary Related (COSR) scheme which offers to pay a
pension related to the level of the members earnings, see manual CA14 Termination of Contracted-
out Employment - Manual for Salary Related Pension Schemes and Salary Related Parts of Mixed
Benefit Schemes, or

e since 6 April 1988, as a Contracted-out Money Purchase (COMP) scheme if:

- the employer undertakes to make minimum payments to a pension scheme. These payments
are equal to the contracted-out rebate the employer and employee receive on their respective
National Insurance contributions (NICs)

- members are provided with a pension based on the value of the amount of minimum
payments made to the scheme, together with the investment return

e since 6 April 1997, a scheme can be contracted-out on both bases at the same time.
These schemes are known as Contracted-out Mixed Benefit (COMB) schemes and are
broadly administered as if they were two separate schemes. This enables some members
to be in a Contracted-out Salary Related Scheme (COSR) part and others in a COMP part
of the same scheme.

* existing COSR schemes and newly contracted-out schemes were able to become COMB schemes
from 6 April 1997 onwards.

« for further information, see manual CA14 Termination of Contracted-out Employment - Manual for
Salary Related Pension Schemes and Salary Related Parts of Mixed Benefit Schemes.

e an existing COMP scheme was not able to open a COSR part and become a COMB scheme until
6 April 1998.
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« from 6 April 1997, under a second set of Regulations, a COSR scheme was able to switch to
COMP scheme status while continuing to hold accrued Guaranteed Minimum Pension (GMP)
liabilities within the scheme. This provision allowed those schemes contracted-out on a COSR
basis that did not want to remain COSR schemes under the new rules to move smoothly to
COMP scheme provision.

e from 6 April 1997, COSR schemes and COSR parts of COMB schemes have to meet a test of
overall scheme quality for pensionable service after 6 April 1997.

 from 6 April 2001, as a Contracted-out Money Purchase Stakeholder Pension (COMPSHP)
scheme if:

- the employer undertakes to make minimum payments to a pension scheme. These
payments are equal to the contracted-out rebate the employer and employee receive on their
respective NICs

- members are provided with a pension based on the value of the amount of minimum
payments made to the scheme, together with investment return. See manual CA84
Stakeholder Pension Scheme manual - Procedural Guidance.

Termination procedures
2.6 The termination procedures to follow for
e the COMP part of the COMB scheme are detailed in this manual, see Chapters 7 and 8, and
* the COSR part of the COMB scheme are detailed in Chapter 11 of manual CA14 Termination of
Contracted-out Employment - Manual for Salary Related Pension Schemes and Salary Related Parts of
Mixed Benefit Schemes.

National Insurance contributions

2.7 For contracted-out employees of COMP and COMP parts of COMB pension schemes and their
employers, NICs are payable as follows:

« for tax years up to and including 1998/1999

- on earnings below the Lower Earnings Limit (LEL), NIC’s are payable at the not
contracted-out rate

- on earnings between the LEL and the Upper Earnings Limit (UEL), NIC’s are payable
at the contracted-out rate

- for the 1999/2000 tax year

on earnings at or below the LEL, NIC’s are not payable by either the employee or employer

- on earnings between the LEL and the UEL, NIC’s are payable by the employee at the
contracted-out rate

- on earnings between the LEL and the employers earnings threshold, NIC’s are not payable
by the employer

- on earnings between the employer earnings threshold and the UEL, NIC’s are payable by
the employer at the contracted-out rate

« for the 2000/2001 tax year

- on earnings at or below the LEL, NIC’s are not payable by either the employee or employer
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2.8

2.9

2.10

211

- on earnings between the LEL and the employees threshold, NIC’s are not payable
by the employee

- on earnings between the employee earnings threshold and the UEL, NIC’s are payable by
the employee at the contracted-out rate

- on earnings between the LEL and the employers earnings threshold, NIC’s are not payable
by the employer

- on earnings between the employer earnings threshold and the UEL, NIC’s are payable by
the employer at the contracted-out rate

« for the 2001/2002 tax year
- on earnings at or below the LEL, NIC’s are not payable by either the employee or employer

- on earnings between the LEL and the earnings threshold, NIC’s are not payable by the
employee or employer

- on earnings between the earnings threshold and the UEL, NIC’s are payable by the
employee and employer at the contracted-out rate

Note: Following the introduction of the employer and employee earnings threshold, no NICs are
payable on earnings between the LEL and the earnings thresholds, however a contracted-out rebate is
still due on earnings between the LEL and the thresholds. This is referred to as the NIC rebate. The
employee NICs due are reduced to reflect the NIC rebate that would have applied to the earnings
above the LEL, up to and including the employee threshold. If the NIC rebate cannot be fully offset
from the NICs payable, any excess sum is available for the employer to offset against his wider NICs
liability. The employer makes a deduction from his overall NIC payments to reflect the NIC rebate that
would have applied to the employer contributions due on earnings above the LEL, up to and
including the employer threshold.

For married women and widows entitled to pay contributions at the reduced rate, the contribution
reduction only applies to the employer’s share.

Contributions on earnings above the UEL are

e payable at the not contracted-out rate by the employer

* not payable by the employee.

For employees who are over state retirement age, contributions are

* payable at the not contracted-out rate by employers

* not payable by the employee.

From 6 April 1997, members of a COMP scheme or members of the COMP part of a COMB scheme
(members of a COMP part of a COMB scheme 