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Presenter Notes
Presentation Notes
Welcomes and introductions.

Course should take around an hour

Use the hand up facility if you want to ask a question, or type into the conversation box.

A copy of the slides will be sent out after the session. 



What we will cover

Assumed 
Pensionable Pay

Notional 
Pay

Presenter Notes
Presentation Notes
On today’s session we will be looking at Assumed Pensionable Pay, which you will hear me refer to as APP throughout the session, as well as notional pay.



What is APP and notional pay?

Member has reduced pay

Assumed 
Pensionable 

Pay
Notional Pay

Presenter Notes
Presentation Notes
In certain circumstances when employees go onto reduced pay, you must include their Assumed Pensionable Pay (APP) and notional pay on your i-Connect submission 
I’m sure you’re all aware of what’s classed as pensionable pay & what isn’t. If not, we do run a separate pensionable pay training session and we also have a recorded session about this on the Employers’ area of our website.

There are certain circumstances when you shouldn’t provide us with members’ actual pensionable pay figures.  	
Instead, you must add an additional amount to the pay figures on your i-Connect submissions, to include their Assumed Pensionable Pay (APP) and notional pay for certain periods. 

Although the circumstances in which you need to calculate Assumed Pensionable Pay and notional pay are very similar, there are some differences. For clarity, APP relates to CARE Pay AND notional pay relates to final salary pay.

If you need to calculate APP, you also need to provide a notional pay figure & vice versa




When to use APP and notional pay?

To cover periods of reduced or no pay due to:

Sickness or 
injury

Child related 
leave

Reserve 
forces leave

Presenter Notes
Presentation Notes
So when should you APP and notional pay?

Effectively, APP and notional pay should be the amount the employee would have received if they had not: 	
been on reduced or no pay due to sickness or injury 	
been on child related leave 	
been on reserve forces service leave 	-  This is only when the employee has been ‘called up’ or ‘mobilised’ that this applies, so these are extremely rare cases. 

In these circumstances, we need you to include the APP and notional pay figure, rather than providing the actual pay figure to us. 



Assumed Pensionable Pay (APP)

All pensionable pay

Includes:

Excess hours

Non-contractual overtime

Presenter Notes
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Assumed Pensionable Pay (APP) – Career Average Pay (CARE pay)
This is all the member’s pensionable pay including:	
excess hours or non-contractual overtime





Calculating APP

Last 12 complete 
weeks pensionable 

pay
Divide by 12 Multiply by 52

Last 3 
complete 
months 

pensionable 
pay

Divide by 3 Multiply by 
12

Presenter Notes
Presentation Notes
How do you go about calculating APP?	
	
APP should be calculated based on the average of the pensionable pay received in the 3 complete months or 12 complete weeks before the start of the ‘relevant’ period.	
Then gross this up to an annual pay figure, so you can work out APP for the relevant period. 



Calculating APP

The ‘relevant’ period starts on the day the employee:

goes on reduced (or 
no) pay due to 

sickness

goes on ‘relevant’ 
child related leave

Presenter Notes
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The 'relevant' period starts on the day the employee:-		
went onto reduced (or no) pay due to sickness (not usually the date they went off sick) or;
went onto ‘relevant’ child related leave (more on this later) 



‘Complete months’

Presenter Notes
Presentation Notes
To clarify the 3 complete months issue
If the pay period is the first to the end of the month and the member goes onto reduced pay due to sickness any time during September, the 3 complete months will be June to August, as September wasn’t a complete month.	




‘Complete weeks’

Presenter Notes
Presentation Notes
To clarify the 12 complete weeks issue
If the member is paid weekly and they go onto reduced pay due to sickness in the week of 26th August, the 12 complete weeks will be 3rd June to 23rd August.	




Things to consider

Less than 3 
months/12 weeks

•Use whatever 
complete pay 
periods are 
available

Strikes

• Reductions in pay 
due to trade 
dispute or unpaid 
authorised absence 
need to be ignored

Presenter Notes
Presentation Notes
Things to consider
If the employee has not had 3 complete months or 12 complete weeks of pay, use whatever complete pay periods are available to work out the annual pay. 

If an employee’s pay was reduced due to trade dispute or unpaid authorised absence in the 3 complete months before the ‘relevant’ period, the reduction needs to be ignored in the calculation of APP. 
This is because the strike action or authorised absence is out of the ordinary and would not be expected again in the following period. 






Things to consider

Pay increase after 
qualifying period

• should not be 
included in the 
calculation of their 
APP

• should be included 
in their notional pay

Pay increase during 
qualifying period

• backdated pay 
award should be 
apportioned in 
calculation of APP

• should be included 
in their notional pay

Lump sum bonus

• should not be 
included in the 
calculation of their 
APP
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If an employee would have received a pay increase or increment whilst on reduced pay or child-related leave, but they did not receive this in the 3 complete months or 12 complete weeks qualifying period, the pay increase:
should not be included in the calculation of their APP
should be included in the calculation of their notional pay   
 
If an employee received a backdated pay award in the 3 month or 12 week qualifying period, the back pay should be apportioned across the period. 
For example, pay award paid in December 2023, backdated to April 2023. If member goes on reduced pay due to sickness or on child-related leave, 3 months of the backdated pay should be apportioned for the calculation of APP. If you include the full amount of backdated pay, their APP will be over-inflated.  

If a member received an annual lump sum bonus in the 3 month qualifying period, this should not be included in the APP calculation.     
This is because the member would not receive this again for another year & this would artificially inflate their APP.   
The same applies for other periodic lump sum payments that the member would not normally be expected to receive in the period they are off sick / on child-related leave. 





Notional Pay

LGPS Regulations 2008

Full-time equivalent basic pay

Pensionable bonuses or performance related pay

Doesn’t include non-contractual overtime

Presenter Notes
Presentation Notes
Notional Pay (2008 Regs Final Salary Scheme)	
The calculation of notional pay is a lot easier than APP.
This will usually just be the basic pay that the member would have received if they had been working full-time and had not been off sick or on child-related leave.		
But, you must include pensionable pay such as bonuses, performance-related pay, etc that the employee would have otherwise received.
BUT You don’t include excess hours or non-contractual overtime, as this wasn’t pensionable in the Final Salary scheme. 



Notional Pay

Calculate for relevant members

Include on i-Connect file

Impacts Annual Benefit Statements

Presenter Notes
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Notional Pay (Final Salary Scheme) 				
Any employee who was a member of the pension fund before 1/4/2014 will have membership in the Final Salary scheme. 
Even if the employee only started employment with you after 1/4/2014, they may have linked their previous membership of the scheme, meaning they have final salary pension benefits.  
Employers wouldn’t necessarily know if an employee has linked (or is linking) their employment, so we need you to provide the FTE final salary pay figure as a matter of course for all employees.
We use the FTE Final Salary pay figure to work out estimated pension benefits for membership before 1/4/2014, which we then show on the Annual Benefit Statements (aka ABS).	
But, when we run the ABS process each year, we often notice some members’ pay is much lower than expected, particularly when we compare this with previous years. 		
If we automatically sent out the ABS showing much lower pension benefit figures than previous years, we will be inundated with questions about this from members.
For this reason, we carry out extensive checking & do not send out ABS’ that we know are incorrect. For example, where there is a very little (or no) pension or lump sum payable, but we would expect this to be higher. 
In these circumstances, we need to contact employers to find out the reason for the lower figures, before recalculating and issuing the ABS using the correct figures. 
Including the notional pay on your i-Connect files will prevent this additional work and cost for us and employers
If you can’t do this every month, you must ensure this is correct for your March submission, as we use the March data to produce the ABS’.	




Assumed 
Pensionable Pay 
and notional pay 

Reduced pay due to sickness
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Reduced pay due to sickness		
You need to calculate APP & notional pay for the whole period that a member of the fund is on reduced or no pay due to sickness.
So, if the employee is entitled to a period of sickness on full pay, you don’t need to calculate APP & notional pay until their pay reduces.  





Example 1 - sickness

Mr Smith

£24,000 a yearPay

£0Overtime

1st to the end of the monthPay period

01/07/2023 past 31/03/2024Off sick from
3 months full pay, 3 months half pay, 

then nil payEntitlement

Presenter Notes
Presentation Notes
Example 1 (Sickness)  
Mr Smith works full-time and his annual salary is £24,000.  
He doesn’t work any overtime.  
His pay period is the 1st to the end of the month.   
He goes off sick on 01/07/2023 & doesn’t return to work before 31/3/2024.
He is entitled to 3 months full pay, then 3 months half pay, then no pay.  
We need to work out Mr Smith’s CARE pay (including APP) and his FTE Final Salary pay (including notional pay) for the full year.




Example 1 - sickness

£24,000 / 12 = £2000

Monthly pay

£2,000 x 3 = £6,000

Pay in 3 months before going on reduced/no pay 

£2,000 x 12 = £24,000

Annual APP and notional pay  

need to use the APP and notional pay figures  for the last 6 months of the 
year

Mr Smith went onto reduced pay from 1/10/2023

£24000

CARE and Final Pay at 31/03/2024

Presenter Notes
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His monthly pay is £24,000 / 12 = £2,000  
So, in the 3 complete months before going on reduced/no pay (the relevant period), he earned £2,000 x 3 = £6,000  
So, the annual APP and notional pay is:  
£2,000 x 12 = £24,000  
As Mr Smith went onto reduced pay from 1/10/2023, we need to use the APP and notional pay figures for the last 6 months of the year.  
So, his CARE pay and FTE Final Salary pay on the i-Connect file should both be £24,000 (the same as his salary).  




Example 1 - sickness
Dates Final Pay 

Calculation Final Pay CARE Pay 
Calculation CARE Pay

01/04/2023 
– 
30/09/2023
In work/sick 
on full pay

Full pay 
£2,000 x 6

£12,000
Full pay
£2,000 x 6

£12,000

01/10/2023 
– 
31/03/2024
On reduced 
or no pay

notional pay
£2,000 x 6

£12,000
APP
£24,000 / 
12 x 6

£12,000

Total £24,000 £24,000

Presenter Notes
Presentation Notes
This slide shows you a breakdown of the relevant periods.
That was a nice, easy example, but here’s a more complex case for us to look at.




Example 2 - sickness

Mr Jones

£18,000 a yearPay

£600 per monthOvertime

1st to the end of the monthPay period

01/07/2023 past 31/03/2024Off sick from

2 months full pay, 2 months half pay, then nil payEntitlement

Basic pay of £18,000 (including notional)FTE final salary

Presenter Notes
Presentation Notes
Mr Jones works full-time with a basic salary of £18,000 per year.  
He received £600 of non-contractual overtime each month from April to June 2023, but then goes on long term sick on 1/7/2023 & doesn’t return before 31/3/24. 	
His pay period is the 1st to the end of the month.	
He is entitled to 2 months full pay, and then 2 months half pay, before going onto no pay. 

The non-contractual overtime is ignored for the Final Salary pay, so his FTE Final Salary pay is just his basic salary figure of £18,000.	
We need to calculate his CARE pay, including APP.  




Example 2 - sickness

Reduced pay from 
01/09/2023

3 complete months 
01/06/2023 to 

31/08/2023

3 full months at 
basic pay
• £18000/12 = £1500 x 3 

= £4500

Plus £600 non 
contractual 

overtime in June

£4,500 + £600 = 
£5,100 

Average is £5,100 / 
3 = £1,700

Annual APP 
£1700 X 12 = 

£20400

Presenter Notes
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CARE Pay (including APP)
Mr Jones went onto reduced pay after 2 months on full pay, so from 1/9/2023.
The 3 month qualifying period is the 3 complete months before 1/9/2023, so that’s 1/6/2023 to 31/8/2023.	

He received 3 months at full pay  
£18,000 / 12 = £1,500 per month
£1,500 per month x 3 = £4,500	
In June, he also received £600 non-contractual overtime	
So his total CARE pay for the 3 months is £4500 + £600 = £5,100, 	
so the average is £5,100 / 3 = £1,700 per month.	
The annual APP based on this would be £1,700 x 12 = £20,400. 




Example 2 - sickness
Dates CARE Pay 

Calculation
CARE Pay 

(including APP)
01/04/2023 – 
30/06/2023

In work     

£1,500 x 3 months
+ 3 x £600 O/T

£6,300 
actual pay

01/07/2023 – 
31/08/2023

Sick – on full pay
£1,500 x 2 months £3,000

actual pay

01/09/2023 – 
31/10/2023

Sick – on half pay

£1,700 x 2 months 
(APP) 

£3,400
APP

01/11/2023 – 
31/03/2024

Sick - no pay

£1,700 x 5 months 
(APP)

£8,500
APP

Total CARE Pay £21,200

Presenter Notes
Presentation Notes
I’ll break down the pay for the different periods to show how to work out his CARE pay for the year.	
1/4/23 to 30/6/23 – in work, earning £1,500 basic & £600 overtime per month, totalling £6,300 for the 3 months
1/7/23 to 31/8/23 – off sick, but on full pay, earning £1,500 basic, totalling £3,000 for the 2 months
1/9/23 to 31/10/2023 – off sick, but on half pay, so APP applies. His APP is £1,700 per month, so should be £3,400 for the 2 month period.
1/11/23 to 31/3/24 – off sick on no pay, so APP applies. Again, his APP is £1,700 per month, so should be £8,500 for the 5 months.
So, the total you would enter for the CARE pay (including APP) on the March i-Connect file would be £21,200




Example 2 – sickness (using discretion)

Reduced pay from 
01/09/2023

3 complete months 
01/06/2023 to 

31/08/2023

3 full months at 
basic pay
• £18000/12 = £1500 x 3 

= £4500

Plus 3 months of 
non-contractual 

overtime at £600 = 
£1800

£4,500 + £1800 = 
£6,300 

Average is £6,300 / 
3 = £2,100

Annual APP 
£2,100 X 12 = 

£25,200

Presenter Notes
Presentation Notes
CARE Pay (including APP)

Just to add to the confusion, if Mr Jones always works the same amount of non-contractual overtime ( so his pay in the qualifying period is materially lower than the actual level of pensionable pay he would normally receive had he been in work), the employer can use their discretion to include the £600 non-contractual overtime for all 3 months in the calculation of APP. This is because APP is meant to prevent the member from losing out on their pension when they are on reduced / no pay or on child related leave.

If this is the case, Mr Jones’ annual APP would include all 3 months of non-contractual overtime. 
Calculation = £4,500 + £1,800 = £6,300 in qualifying period
£6,300 / 3 = £2,100 per month
Annually, this would be £2,100 x 12 = £25,200.  



Example 2 – sickness (using discretion)
Dates CARE Pay 

Calculation
CARE Pay 

(including APP)
01/04/2023 – 
30/06/2023

In work     

£1,500 x 3 months
+ 3 x £600 O/T

£6,300 
actual pay

01/07/2023 – 
31/08/2023

Sick – on full pay
£1,500 x 2 months £3,000

actual pay

01/09/2023 – 
31/10/2023

Sick – on half pay

£2,100 x 2 months 
(APP) 

£4,200
APP

01/11/2023 – 
31/03/2024

Sick - no pay

£2,100 x 5 months 
(APP)

£10,500
APP

Total CARE Pay £24,000

Presenter Notes
Presentation Notes
If the employer uses their discretion to substitute a higher level of pay than the standard APP, the CARE pay for the different periods would be:-	
1/4/23 to 30/6/23 – in work, earning £1,500 basic & £600 overtime per month, totalling £6,300 for the 3 months
1/7/23 to 31/8/23 – off sick, but on full pay, earning £1,500 basic, totalling £3,000 for the 2 months
1/9/23 to 31/10/2023 – off sick, but on half pay, so APP applies. His APP is £2,100 per month, so should be £4,200 for the 2 month period.
1/11/23 to 31/3/24 – off sick on no pay, so APP applies. Again, his APP is £2,100 per month, so should be £10,500 for the 5 months.
So, the total you would enter for the CARE pay (including APP) on the March i-Connect file would be £24,000




Example 2 - sickness
Dates Actual 

Final Pay
Final Pay 
(notional)

Actual 
CARE Pay

CARE Pay 
(incl APP)

01/04/2023 - 
30/06/2023
In work

£4,500 £4,500 £6,300 £6,300

01/07/2023 – 
31/08/2023
2 months full pay

£3,000 £3,000 £3,000 £3,000

01/09/2023 – 
30/10/2023
2 months half 
pay
Notional Pay / 
APP

£1,500 £3,000 £1,500 £3,400

01/11/2023 – 
31/03/2024 
5 months no pay
Notional Pay / 
APP

£0 £7,500 £0 £8,500

Total £9,000 £18,000 £10,800 £21,200

Presenter Notes
Presentation Notes
I’ve input the actual, notional & APP figures into a table to show you how different the figures can be if the employer hasn’t used their discretion to substitute a higher level of pay than the standard APP: 

As you can see, there is a big difference between the actual pay & the notional pay/ APP.




What are the differences?
CARE Pay

£220.41 (based on pay of £10,800)

Without APP

£432.65 (based on pay of £21,200) 

With APP

£212.24 per year

Lost Pension

Presenter Notes
Presentation Notes
Differences – CARE Pay
If the APP had not been included on the year end return, we will use this figure to work out Mr Jones’ actual pension for the year. 	
His pension for 2023/24 would be  	= £220.41 (based on pay of £10,800)	
Using the APP figure, it should really be 	= £432.65 (based on pay of £21,200)
This is a difference of £212.24 per year.




How much would Mr Jones lose?

CARE Scheme is cumulative

£212.24 per year difference

£4244.80 over 20 years

Presenter Notes
Presentation Notes
£212.24 difference a year doesn’t seem a lot, but, if Mr Jones receives his pension for 20 years after retirement, he would lose:		
£212.24  x 20 = £4,244.80
Additionally, Pension Increases will be applied to this pension each year in line with inflation, which will mean he loses out even more.	
If APP isn’t included on the March I-Connect file in future years, Mr Jones will lose out further.  




What are the differences?
Final Salary Pay

5 years pre 01/04/2014 membership

£750 per year (based on pay of £9000)

Without Notional Pay

£1500 per year (based on pay of £18,000)

With Notional Pay

£750 per year

Lost Pension

Presenter Notes
Presentation Notes
Differences – FTE Final Salary Pay

If Mr Jones had 5 years membership of the LGPS before 1/4/2014 & the notional pay had not been included on the year end return, his pension to 31/3/14 on his ABS would show 
£750 per year (based on pay of £9,000)	
It should really be twice that much:-	
£1500 per year (based on pay of £18,000)

When he receives his ABS, Mr Jones’s pension to 31/3/24 and the projection to State Pension Age would be a lot less than it should be. 
He may ring us up to question this, which would mean we would then need to clarify this with his employer. We would then need to recalculate his actual pension benefits for the year, as well as reissuing his ABS showing his recalculated current and projected benefits. 
If he doesn’t query this, which is more likely, there will be nothing to prompt us to query this with his employer. 
His FTE Final Salary pay is used to provide an estimate of projected benefits, so we won’t actually use this to work out his retirement benefits when he leaves or retires.

But, his CARE pension would be finalised at the incorrect reduced amount, meaning he will lose out forever. 




Short term periods

Apportion 
accordingly

Calculate a 
days pay

Presenter Notes
Presentation Notes
Short term sickness on reduced or no pay

In reality, employees are very rarely on reduced pay for exactly a month, so you need to use whichever method you normally use to calculate one day’s pay from an annual rate, and then apportion accordingly.




Example – no overtime

Mr Smith

3 daysUnpaid sick

£5000Last 3 months

£0Overtime

£20,000Annual APP

£20,000 3 days 365 £164.38

Presenter Notes
Presentation Notes
For example, some employers do not pay sick pay for the first 3 days of sickness. If one of their employees has 3 days off sick in August, the APP for these 3 days can be calculated in a number of ways, but I’ll use this example:	
Annual rate x 3 		
    365
 
Example		
Mr Smith receives £5,000 in the 3 complete months period before going onto reduced pay. 
So, his annual APP = £5,000 / 3 x 12 = £20,000	
 
Using the APP figure of £20,000, his APP for the 3 days is:
 
£20,000 x 3			=	£164.38		
     365




Example – with overtime

Mr Smith

3 daysUnpaid sick

£5000Last 3 months

£600Overtime

£22,400Annual APP

£22,400 3 days 365 £184.11

Presenter Notes
Presentation Notes
If Mr Smith had been paid £600 in non-contractual overtime in the 3 complete months period before going onto reduced pay, his APP would be:    
£5,000 + £600 = £5600 / 3 x 12 = £22,400
Using the APP figure of £22,400, his APP for the 3 days is:
£22,400 x 3  =  £184.11  
     365

So, his APP for the 3 days would be nearly £20 higher because of the overtime he’s previously worked.




Longer periods of APP and notional pay

Whole months should be equal

1/12th of annual APP

Doesn’t differ depending on how many days are in 
the month

Presenter Notes
Presentation Notes
Longer periods of APP

Whole months of APP should be equal, based on 1/12 of annual APP.	
So, 9 months on maternity leave or reduced pay due to sickness should be 9 x the monthly amount of APP. 
It shouldn’t be 9 different amounts based on the number of days in the month, which is then totalled up. Otherwise, the amount would be different, depending on which months the member was on maternity leave / reduced pay due to sickness.	
Please note - if the member works full-time and there is no non-contractual overtime, APP & notional pay will usually be the same.
One notable exception to this is where the member goes onto unpaid child-related leave – more on this later. 

*We are aware that some payroll systems will calculate on a daily basis, so the monthly APP amounts could vary.




Members in the 50/50 section

Put back into MAIN section

From beginning of first pay period after going on to 
no pay

* If they are still on no pay at the beginning of that 
period

Presenter Notes
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Other things to consider		
If an employee was in the 50/50 section before going onto no pay due to sickness or injury,  
they should be put back into the MAIN section from the beginning of the first pay period after going onto no pay	
(as long as they are still on no pay at the beginning of that pay period).




Example – 50/50 section

Member goes 
on nil pay 

from 
20/07/2023

Pay period 
starts on 1st of 

the month

Member put 
back into 

MAIN scheme 
from 

01/08/2023

Presenter Notes
Presentation Notes
Example		
An employee is in the 50/50 section and is off sick. They go onto no pay from 20/7/2023. If the pay period starts on the 1st of each month, the employee should be put back into the MAIN section from 1/8/2023. 
This means the pay should be split on the i-Connect file for the different periods of 50/50 & MAIN CARE pay, as in this example.

Please refer to the checklist we issued a few weeks ago (which is also available on the Employers’ areas of our website) when adding this data to your iConnect file, as this will show you where to input the data.





APP in new financial year

Once set, APP remains at the same value

Continues at the same rate from April in the next 
financial year 

If APP continues across 2 x 31st March dates, APP 
needs to be increased on account of inflation

Presenter Notes
Presentation Notes
APP in new financial year		
Once set, APP remains at the same value until the member returns to work, or they leave or retire
This means APP will continue at the same rate from April in the next financial year 
If APP continues across 2 x 31st March dates, APP needs to be increased on account of inflation (Treasury revaluation order) at midnight on the 2nd 31st March.
If APP continues across a 3rd 31st March date, this will again need to be increased in line with inflation



Maternity leave

Adoption leave

Paternity leave

Shared parental leave

Child related leave

Presenter Notes
Presentation Notes
Child related leave

Notional pay & APP needs to be calculated when a member goes onto child related leave, so for periods of:-		
maternity leave
adoption leave
paternity leave
shared parental leave 	
	




Child related leave

Assumed Pensionable 
Pay

‘Relevant’ child related 
leave

• Ordinary child related 
leave

• Paid additional child 
related leave

Notional pay

Whole period of child 
related leave

Presenter Notes
Presentation Notes
There is a significant difference between APP and notional pay with child-related leave:-

APP should only be calculated for the period the member is on ‘Relevant’ child related leave, so for periods of:-  
Ordinary maternity or adoption leave (normally the first 26 weeks when occupational maternity pay is paid by the employer)
Shared parental leave
Paternity leave
Paid additional maternity / adoption / shared parental leave (normally weeks 27 to 39 - the period of SMP)

Notional pay should be calculated for the whole period the member is on child related leave, even when the member goes onto unpaid additional maternity leave.




Example – child related leave

Mrs Hope

£30,000 per yearBasic Salary

01/07/2023Maternity start date

£3000 in non-contractual overtime in 3 
months before maternity leave Overtime

1st to the end of the monthPay period
6 months full pay & 3 months paid 

additionalEntitlement

Presenter Notes
Presentation Notes
Example 3 (Maternity)	
Mrs Hope works full-time on a salary of £30,000 a year. 	
She goes onto Maternity Leave from 1/7/2023. 	
In the 3 months before going onto maternity leave, she works quite a few extra hours & receives £3,000 in non-contractual overtime during this period.			
Her pay period is 1st to the end of the month. 		
She is entitled to 6 months full maternity pay & 3 months paid additional maternity pay (SMP only). 

Her APP & notional pay is calculated as follows: 




Example – child related leave

CARE Pay

£30,000 / 12 X 3 = £7,500

Basic pay (last 3 months) 

£3,000

Overtime (last 3 months)

£10,500 / 3 X 12 = £42,000

Total

Presenter Notes
Presentation Notes
Assumed Pensionable Pay (CARE pay) 	
As Mrs Hope received £3,000 in non-contractual overtime in the 3 month period before going onto maternity leave, we include this in the APP calculation:	
So, her pay for the 3 months is £30,000 / 12 x 3 = £7,500 + £3,000 = £10,500 	
This means the annual amount of APP is £10,500 / 3 x 12 = £42,000	



Example – child related leave

Final Salary Pay

£30,000

Basic pay 

Not included. Remember non-contractual overtime is not 
pensionable for final salary pay!

Overtime

£30,000

Total

Presenter Notes
Presentation Notes
Notional pay (FTE Final Salary)		
Her FTE Final Salary pay (including Notional pay) is simple, as it is just her basic salary of £30,000.	
The non-contractual overtime isn’t pensionable under the Final Salary scheme, so isn’t included in the notional pay.  
We need the FTE pay figure of £30,000 on the i-Connect uploads, not her actual pay. 



Example – child related leave

Dates
Final Salary 

Pay 
calculation

Final Salary 
Pay

CARE Pay 
calculation CARE Pay

01/04/2023 – 
30/06/2023
In work

Basic Pay 
£30,000 / 12 x 
3

£7,500

Basic Pay 
£30,000 / 12 x 
3 = £7,500 + 
£3,000 non-
contractual 
overtime

£10,500

01/07/2023 – 
31/03/2024
On mat leave

Basic Pay 
£30,000 / 12 x 
9

£22,500
(notional pay)

APP of £42,000 
/ 12 x 9 

£31,500
(APP)

Total £30,000 £42,000

Presenter Notes
Presentation Notes

Even though she has only worked £3,000 in overtime in the whole year, her CARE pay (including APP) will be £12,000 higher than her FTE Final Salary pay (including notional pay).

This will impact on employer contributions, as these are based on the CARE pay including APP.




Member not entitled to full maternity pay

Some members may not have worked long enough to have full 
entitlement to maternity pay.

APP still needs to be applied for the first 26 weeks

This applies even if the member doesn’t receive any maternity pay

Employer contributions are payable on the APP figure

Presenter Notes
Presentation Notes
What happens if a member is not entitled to full maternity pay?
We have been asked quite a few times what to do when a member hasn’t worked long enough to have full entitlement to maternity pay, sometimes having worked just a few weeks before going on maternity leave. 
APP still needs to be applied for the first 26 weeks
This applies even if the member doesn’t receive any maternity pay whatsoever.
Employer contributions are payable on the APP figure

If anyone asks:
LGPS Regulations 2013 Regulation 12 (1) and (2) cover employee contributions during child-related leave: 
 
12.  —(1) An  active member on child-related leave must pay contributions in accordance with regulations 9 or 10 on any pensionable pay received, including statutory pay but that pay does not include any amount that reduces the member’s actual pensionable pay on account of possible entitlement to statutory pay.
(2) If an  active member is on ordinary maternity leave, paternity leave or ordinary adoption leave and is not entitled to receive pensionable pay (including statutory pay) for any of that period that member is treated for the purposes of these Regulations as if that member had paid contributions for that unpaid period under paragraph (1).
 




Unpaid child related leave

Can pay Additional Pension Contributions (APCs)

Buy back lost pension

Elect within 30 days of returning to work

Employer pays 2/3rds of the cost

Presenter Notes
Presentation Notes
When paid child related leave has expired
Where an employee’s paid child-related leave has expired, they may go onto unpaid child-related leave (usually after 39 weeks). 	
If they do, they can pay optional contributions when they return to work to buy back the ‘lost’ pension,  
but it would be better for them to do so within 30 days of returning to work. 	
If they elect to do this within 30 days of returning to work, the employee would pay 1/3rd & employer 2/3rd of the cost. This is called Shared Cost Additional Pension Contributions (SCAPC)
If the member wants to make up the “lost” pension after the 30 days, they are liable for the full cost of the APC themselves, although the employer can allow longer than 30 days if they wish.



Unpaid child related leave

DO NOT provide an APP figure

No exceptions for members paying an APC

APC is paid as an adjustment

Record the cumulative employer and employee APCs on your i-Connect file or upload

Presenter Notes
Presentation Notes
There should not be an APP figure for the period of unpaid child related leave, whether or not the employee & employer pay a SCAPC.

The SCAPC will be paid as an adjustment to the member’s pension account instead. 
The amount of cumulative employee and employer APCS needs to be recorded on the i-Connect file or upload. 





Unpaid child related leave

Unpaid child related leave is treated differently under the Final 
Salary Regs

Notional pay – amount the member would have received if not 
on child related leave (not including non-contractual overtime)

If not. Final salary benefits will be under-stated on their ABS

Presenter Notes
Presentation Notes
But, under the Final Salary Regs, unpaid child related leave is treated differently. 
The notional pay figure should effectively be the amount the member would have received if they had worked full time and had not been on child related leave (not including non-contractual overtime).  
If the notional pay for the unpaid child related leave period is not included in their FTE Final Salary pay, the member’s final salary benefits will be under-stated on their ABS. 




KIT and SPLIT days

KIT and SPLIT 
Day pay APP

Include in 
cumulative 

pay

Presenter Notes
Presentation Notes
Keep in Touch (KIT) or Shared Parental Leave in Touch (SPLIT) days
If an employee attends any KIT or SPLIT days during the period of child related leave and their pay is higher than their APP for the KIT or SPLIT day(s), we need their actual pay for any KIT or SPLIT days to be included in their cumulative pay figure, rather than their APP. If the APP is higher than the CARE pay, then use the APP.



Example – KIT and SPLIT days

Mrs Green

£60 per dayUsual Pay

5 hours a dayUsual Hours

Employer asks her to work a 7 hour KIT dayKIT Day

£36 – two hours of non-contractual overtimeExtra pay
Actual pay higher than APP, so would not receive
APP. Include actual pay (£96) in cumulative figure.Outcome

Presenter Notes
Presentation Notes
Example 4  On paid mat leave (full pay)  
Mrs Green has been on maternity leave for several months but is still on full pay. Before going on maternity leave, she normally received £60 per day for working 5 hour days, so this is also her calculated APP figure.  
Her employer has asked her to work a 7 hour day on a KIT day.   
Her employer agrees to pay her 2 hours non-contractual overtime for the extra hours she is working that day, so she receives an extra £36 for this.  
Her actual pay would be higher than her APP for that day, so she would not receive APP for that day. Instead, you would need to include the amount of pay she received for that day (£96) in her cumulative pay figure. 





Example – KIT and SPLIT days

Mrs Green
Statutory Maternity Pay has now ended so she is 

now on no payUsual Pay

£0APP

Employer asks her to work a 5 hour KIT dayKIT Day

£60Actual pay
Actual pay higher than APP of £0. Include actual
pay of £60 in cumulative figure.

Outcome

Presenter Notes
Presentation Notes
Several months later, Mrs Green’s SMP has run out, so she is now on no pay.
Her APP for the unpaid maternity leave will be £0.
Her employer asks her to come in for a 5 hour KIT day and she is paid £60 for the day.
This is higher than her actual pay of £0.
So, you would need to add this £60 to her cumulative pay figure for the year.




Example – Child related leave

Mrs Ward

£24,000Basic Salary

01/05/2023Maternity leave from

£500 each month for the last 6 monthsNon-contractual overtime

1st to the end of the monthPay period

to £24,600 from 1st October 2023Pay increment

9 months paid child-related leave, but taking a year offEntitlement

Presenter Notes
Presentation Notes
Example 5– child-related leave	
Now for a more complex example.
Mrs Ward works full-time on a basic salary of £24,000.	
She went on maternity leave on 1st May 2023, having received £500 each month in non-contractual overtime for the last 6 months.	
Her pay period is the 1st to the end of the month.   
She receives an increment each October until reaching the top of her grade, so her basic salary increases to £24,600 from 1st October 2023.	
Mrs Ward is entitled to 9 months paid child-related leave but is taking a full year off so isn’t going to return to work until 1st May 2024.		
We need to calculate her CARE Pay (including APP)  & her FTE Final Salary Pay (including notional pay) for the period 1st April 2023 to 31st March 2024.	



Example – child related leave
CARE Pay

Should be ignored
Basic salary £24,000 / 12 x 3 = £6,000

Increment

£500 per month to be included
£500 x 3 = £1,500

Overtime

Only include up to the end of the period of “relevant” child-related leave

APP

£6,000 £1,500 3 12 £30,000

Presenter Notes
Presentation Notes
CARE Pay (including APP)		
First, we’ll look at her CARE pay (including APP)
As the increment hadn’t been paid before Mrs Ward went on maternity leave, you must ignore this, so her basic salary point is £24,000 for the calculation of APP.	
The non-contractual overtime of £500 per month needs to be included in the CARE pay, including in the calculation of APP.	
The CARE pay only includes APP up to the end of the period of 'relevant' child-related leave, which ended after 39 weeks on 31/01/2024. 

As Mrs Ward went onto maternity leave from 01/05/2023, the 3 month qualifying period to work out APP is 01/02/2023 to 30/04/2023
So, her pay for these 3 months is:- 
£24,000 annual salary / 12 x 3 		=   £6,000
+ £500 non-contractual overtime x 3 		=   £1,500
Total 				=   £7,500
So, annual APP = 	£7,500 /3 x 12 		= £30,000




Example – child related leave
Dates CARE Pay 

calculation CARE Pay

01/04/2023 -
30/04/2023
In work

Basic pay 
£24,000 / 12

+ £500 overtime
£2,500

01/05/2023 – 
31/01/2024
Paid / additional mat 
leave

APP of 
£30,000 / 12 x 9

£22,500
 (APP)

01/02/2024 – 
31/03/2024
2 months unpaid 
child related leave

No APP & no pay £0

Total £25,000

Presenter Notes
Presentation Notes
Although her annual APP is £30,000, this isn’t the figure you use for her cumulative CARE pay (including APP). 
To calculate this, you need to split the periods accordingly.

She was in work for the whole of April 2023, earning £2,500
She was on paid and additional mat leave for 9 months from 1/5/23, so we need to use APP of £2,500 per month for this period, totalling £22,500.

For Feb & March 2024, she was on unpaid additional maternity leave, so APP doesn’t apply for this period.

So, her CARE pay (including APP) for the full year = £2,500 + £22,500 = £25,000




Example – child related leave
Final Salary Pay

Should be included

Increment

6 months at £24,000
6 months at £24,600

Salary point

Not included

Overtime

£24,300

Total

Presenter Notes
Presentation Notes
FTE Final Salary Pay (including notional pay)	
Although the increment hadn’t been paid before Mrs Ward went on maternity leave, you must include this in her notional pay. 	
So, her basic salary pay point is £24,000 for the first 6 months, increasing to £24,600 for the last 6 months, so £24,300 for the year.
The non-contractual overtime is ignored for the Final Salary pay.	
The Final Salary pay needs to include notional pay for the whole period of child-related leave, including the unpaid period from February 2024. 	
This means her FTE Final Salary pay is just her basic salary of £24,300



Example – child related leave

Dates
Final 

Salary Pay 
calculation

Final 
Salary Pay

CARE Pay 
calculation CARE Pay

01/04/2023 -
30/04/2023
In work

Basic pay 
£24,000 / 12

£2,000
Basic pay 

£24,000 / 12
+ £500 overtime

£2,500

01/05/2023 – 
30/09/2023
Paid mat leave

Basic pay 
£24,000 /12 x 

5

£10,000
(notional pay)

APP of 
£30,000 / 12 x 5

£12,500
 (APP)

01/10/2023 – 
31/01/2024
Paid / additional mat 
leave

Basic pay 
£24,600 /12 x 

4

£8,200
(notional pay)

APP of 
£30,000 / 12 x 4

£10,000
 (APP)

01/02/2024 – 
31/03/2024
2 months unpaid 
child related leave

Basic pay 
£24,600 / 12 x 

2

£4,100
(notional 

pay)
No APP & no pay £0

Total £24,300 £25,000

Presenter Notes
Presentation Notes
Despite non-contractual overtime being included in the calculation of APP for the CARE pay, the CARE pay is only £700 higher than the FTE Final Salary pay.
This is because:-
the increment wasn’t paid in the 3 months before she went on mat leave, so isn’t included in the calculation of APP
APP stopped at 31/1/24 when Mrs Ward went onto unpaid additional maternity leave	



Example – child related leave

i-Connect service 
break

Presenter Notes
Presentation Notes
Once a member goes onto unpaid additional child-related leave, it is advisable to record a service break on your i-Connect csv file, so we don’t query why the pay is lower than expected / lower than last year. To be clear, you should only include a service break when the member has gone onto no pay (usually after 39 weeks).



Contributions
Employee contributions
• due on the actual CARE pay amount paid to the 

employee
• not the amount including APP

Employer contributions
• due on the CARE pay figure including APP

Presenter Notes
Presentation Notes
Employee contributions are due on the actual CARE pay amount paid to the employee, not the amount including APP. 

Employer contributions are due on the CARE pay figure (including APP). 




Actual Final 
Salary Pay

Final Salary Pay 
including notional 
pay

Actual career 
average pay

Career average 
pay including APP

£9,000 £18,000 £10,800 £21,200

Contributions

Employee 
contribution

Employer 
contribution

Presenter Notes
Presentation Notes
Remember Mr Jones from our previous example?

In Mr Jones’ case, employee contributions are based on his actual Career Average pay of £10,800, as this is the actual amount he has received.

His employer contributions are based on the Career average pay including APP

In Mr Jones’ case, employer contributions are due on the CARE Pay including APP of £21,200, rather than the actual CARE pay figure of £10,800.	
If the employer contribution rate is 25%,  
the employer will need to pay £5,300,  
rather than £2,700. 
This is a big difference!	

Important note
If you have any members on long-term sick & their paid sick pay has ended, employer contributions are still due on the amount of APP. 
We liaised with one employer a few years ago who thought they didn’t need to give any pay or contribution data for an employee who had been off sick for over 2 years (1½ years of this on no pay). 
As the employee being off sick seemingly wasn’t costing the employer any money, the employer was happy not to encourage the member back to work or take further action to end the employee’s contract. 
But, the employer was horrified to discover that he owed employer contributions to the Pension Fund of over £8,000.
This is because this member’s APP was over £20,000 a year, the employer contribution rate was over 20%, and only a small amount of pay had been declared over the 2 years.  
 
It’s a different story with members who are on child related leave, as you don’t need to calculate their APP once they go onto no pay. 



Significance of when the payments are made

Benefits based on pensionable pay received in the period

Payment date can affect APP

Presenter Notes
Presentation Notes
Under the CARE pay scheme, benefits are based on the pensionable pay received in the period, so when the non-contractual overtime is actually paid can affect the amount of APP significantly.




Additional info – maternity leave

Member on 
reduced pay 

due to sickness 
during 3 month 

window

Goes on 
maternity leave

APP calculated 
as if the 

employee had 
not been on 
reduced pay

Presenter Notes
Presentation Notes
Additional info  
What happens if an employee was on reduced pay due to sickness during the 3 month period before going onto maternity leave? Should the APP be based on this reduced amount?  
It would be unfair to use a reduced amount when calculating APP.   The point of APP is so the employee doesn’t lose out on their pension as a result of being on child related leave or on reduced or no pay due to sickness. Instead, the APP should be calculated as if the employee had not been on reduced pay in the 3 month qualifying period.
The same applies if the employee goes onto reduced or no pay due to sickness, when they have previously been on reduced or no pay due to sickness in the previous 3 months.

If the member goes straight from reduced pay onto maternity leave, the APP will just continue at the same rate.





Additional info – authorised unpaid leave

Final Salary Pay

Notional Pay applies
Actual pay during the 

year
÷ number of days 

worked
X 365

CARE Pay

Do NOT apply APP
Member can buy back 

lost pension

Presenter Notes
Presentation Notes
What happens if an employee takes authorised unpaid leave? (for example career break or mandatory unpaid leave)

CARE pay - APP does not apply
You need to provide the member’s actual pay 
If the member wishes to buy back the ‘lost’ pension, they must elect for an APC / SCAPC  

If the member is just buying additional leave, if further information about mandatory leave is needed, please let us know and we can discuss separately. 
The member can purchase an APC to buy back the pension they will ‘lose’ due to the reduction in their pay in purchasing the additional leave, but they will be liable for the full cost themselves. 
A shared cost APC (SCAPC) in these circumstances is at the employer’s discretion. 

Final Salary Regs - notional pay applies
You need to provide the pay figure the member would have received if they had not taken unpaid leave 
To calculate this:- 
Actual pay during the year / number of days worked x 365

If the member buys back the period of unpaid leave, their FTE final salary pay will be the amount they would have received if working full-time for the 365 days.



Notional pay and assumed pensionable pay - GMPF

Additional info – APP calculator

Presenter Notes
Presentation Notes
To help you to calculate APP, we have provided an APP calculator on the Employers’ area of our website. We’ve provided a link to this on this slide.


https://www.gmpf.org.uk/employers/calculating-pay/notional-pay-and-assumed-pensionable-pay


Important

Barbados

Blackpool

Presenter Notes
Presentation Notes
Important   
It is essential that you provide APP & notional pay figures where relevant. 
Getting this right will make a massive difference when the employee draws their pension benefits.  
That dream retirement holiday in Barbados, might become a weekend in Blackpool.





Any questions?

Presenter Notes
Presentation Notes
We’ve tried to simplify APP & notional pay as much as possible, but the main problem is how your Payroll software can extract the correct figures.
If anyone has any complex but rare, APP scenarios that they’re not sure how to deal with, it might be better to ask us after this session.
That’s the end of this session. Does anyone have any questions?

Survey link ????




Feedback survey

https://forms.office.com/r/FYhsM2dC60 

https://forms.office.com/r/FYhsM2dC60


Thank You
Greater Manchester Pension Fund

www.gmpf.org.uk
CONTACT US ONLINE

General enquiries: 0161 301 7200
Guardsman Tony Downes House

5 Manchester Road
Droylsden

M43 6SF

@GMPF_LGPS
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