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- 
Dear Sir or Madam 

SUPERANNUATION (TEACHERS) CIRCULAR NUMBER 2001/1 

THE TEACHERS' SUPERANNUATION (ADDITIONAL VOLUNTARY 
CONTRIBUTIONS) (SCOTLAND) AMENDMENT REGULATIONS 2000 (S.S.I. 2000 
No. 444) 

1. The purpose of this Circular is to inform teachers and their employers about the making of 
the above Regulations, which amend the Teachers Superannuation (Additional Voluntary 
Contributions) (Scotland) Regulations 1995. The 1995 Regulations are the statutory provisions 
governing the Scottish Teachers' Superannuation Scheme's in-house AVC facility, which is 
administered by Prudential Life and Pensions. A copy of the Amendment Regulations is enclosed. 

2. The main features of the amendments are as follows:- 

0 Introduction of Investment Linked Pensions 

Recent falls in the level of the traditional annuity that can be bought with AVC funds has led to 
requests for another form of benefit to be made available. In response to this, we wish to enable 
teachers to buy an Investment Linked Pension. Investment Linked Pensions (or Annuities) 
encompass products commonly known as With Profits Annuities or Unit Linked Annuities. By 
purchasing an investment linked annuity, the level of pension and any subsequent pension 
increases are not dependent upon the prevailing annuity rate at the time of retirement. Instead, 
the pension and pension increases will be determined by the underlying investment performance 
of the chosen fund being used to support the annuity. 

Deferred Payment of AVC Benefits 

In 1999 the Inland Revenue introduced additional flexibilities in relation to the use of AVC funds 
for pension provision. One of these permitted the deferment of annuity purchase and we have 
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made this flexibility available to teachers. It is therefore no longer necessary for teachers, upon 
retirement, to buy an annuity at the same time as (or within 6 months of) the main scheme 
benefits coming into payment. Purchase of an annuity may, in consequence, be deferred to a date 
no later than the teacher's 75* birthday. Since April 2000, the Scottish Ministers have not 
exercised the requirement upon them to purchase a pension for a teacher who has not done so 
within 6 months of retirement and therefore to give statutory effect to the administrative action 
taken, this provision has retrospective effect from 1 April 2000. 

Transfer-in of Free Standing AVCs to the in-house provider 

It is now possible to transfer Free Standing AVCs to the in-house AVC scheme. This will 
increase flexibility and choice for teachers but will also assist in the resolution of instances of 
mis-selling of FSAVCs. 

3. 
Regulations. 

More information .about the changes is given in the Explanatory Note attached to the 

4. 
point. 

The amendments have effect from 1 February 2001 except as explained in the second bullet 

5. 
Act 1972. 

The Regulations were the subject of consultation last year, as required by the Superannuation 

6. Additional copies of the Regulations may be purchased from The Stationery Office (ISBN 0- 
11-05955 1-3) or are available on The Stationery Office website - www.legis1ation.hmso.gov.uk. 
Additional copies of this Circular are available from the Agency by contacting Sarah Cuthbert-Kerr 
on 0131 244 3214. 

Yours faithhlly 

Christine Man 
Policy Manager, STSS 
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2000 No. 444 

PENSIONS 

The Teachers' Superannuation (Additional Voluntary 
Contributions) (Scotland) Amendment Regulations 2000 

Made 18th December 2000 

Laid before the Scottish Parliament 20th December 2000 

Coming into force 1 st Februaiy 2001 

The Scottish Ministers. in exercise of the powers conferred by sections 9 and 12 of, and Schedule 3 
to, the Superannuation Act 1972(a) and of all other powers enabling them in that behalf, after 
consulting with representatives of education authorities and of teachers and with such 
representatives of other persons likely to be affected by the Regulations as appear to them to be 
appropriate in accordance with section 9(5) of that Act, and with the consent of the Treasury(b), 
hereby make the following Regulations: 

Citation, commencement and effect, interpretation and extent 

1 . 4  1) These Regulations may be cited as the Teachers' Superannuation (Additional Voluntary 
Contributions) (Scotland) Amendment Regulations 2000. 

(2) These Regulations shall come into force on 1st February 2001 but regulation 7 shall have 
effect from 1st April 2000. 

(3) In these Regulations, "the 1995 Regulations" means the Teachers' Superannuation 
(Additional Voluntary Contributions) (Scotland) Regulations 1995(c) and any reference to a 
"regulation" shall be a reference to a regulation of the 1995 Regulations and any reference to "the 
Schedule" shall be a reference to the Schedule to the 1995 Regulations. 

(4) These Regulations extend to Scotland only. 

Amendment of 1995 Regulations 

2. 

3. 

The 1995 Regulations shall be amended in accordance with the following provisions. 

In regulation 2(3) after the definition of "the Index", there shall be inserted- 
""Investment Linked Pension" means a pension which is linked to the performance of 
investments after it becomes payable and which is payable from the proceeds of an annuity 
policy authorised by the Scottish Ministers for the purposes of these Regulations and 
purchased from an authorised provider selected by them.". 

4. In regulation 5(3)(c)(iii) after the word "question" there shall be inserted- 
**, or 
(iv) is to be an Investment Linked Pension". 

~ ~~~ ~~ 

(a) 1972 c.1 I :  section 9 was amended by sections 4( I ) .  X(3) and (4) and 1 I of the Pensions (Miscellaneous Provisions) Act 
1990 (c.7) and section 12 was amended by section I 0  of that Act. The functions of the Secretary of State were 
transferred to the Scottish Ministers by virtue of the Scotland Act I99X (Transfer of Functions to the Scottish Ministers 
etc.) Order 1999 (S.I. 1999/1750). 

(b) This function was transferred to the Treasury by the Transfer of Functions (Minister for the Civil Service and 
Treasury) Order 19x1 (SI. 1981/1670). 

(c) S.I. 1995/2814. 
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5. 

6. In regulation 10- 

In regulation 7(2) for the words “14 days” there shall be substituted the words “7 days”. 

(a) in paragraph (1)- 
(i) for the words “Where a person who enters pensionable employment has during 

previous employment paid contributions to-” there shall be substituted “Where a 
person in pensionable employment has paid contributions tw”; and 

(ii) the words “within 12 months of entering pensionable employment” shall be 
omitted. 

(b) in paragraph (2) for the words “entering pensionable employment” there shall be 
substituted “in pensionable employment”. 

(a) in paragraph ( 5 )  for the word “shall” there shall be substituted “may”; 
(b) in paragraph (5)(d)(iii) after the word “question” there shall be inserted- 

‘‘, or 
(iv) 

for paragraph (8) there shall be substituted the following paragraph- 

“(8) Subject to paragraphs (9) and (lO), if the participator has not made an election 
under paragraph ( 5 )  before he attains the age of 75. the Scottish Ministers may on or 
after his attaining that age realise the investments made under regulation 9(1) and lO(2) 
and apply the amount obtained to the purchase of a pension policy from the insurance 
company referred to in regulation 9 to provide such benefits as appear to them to be 
suitable.”. 

7. In regulation 12- 

is to be an Investment Linked Pension”; and 
(c) 

8. In paragraph 3 of the Schedule- 
(a) after sub-paragraph (1) there shall be inserted the following sub-paragraph- 

“(1A) In calculating for the purposes of this paragraph the average of the 
participator’s salary, where the participator has spent any of the period mentioned in 
paragraph 3(1) in part-time employment, the salary for that period shall be the amount 
which it would have been if the employment had been full-time during that period.”. 

(b) in sub-paragraph (2) there shall be inserted after the words “In this paragraph” “subject 
to sub-paragraph (2A)”. 

(c) after sub-paragraph (2) there shall be inserted- 

“(2A) In calculating for the purposes of this paragraph the adjusted salary for a 
participator who has spent any of the periods mentioned in paragraph (2) in part-time 
employment, the salary for that period shall be the amount which it would have been if 
the employment had been full-time during that period.”. 

9.-( 1) In paragraph 7( 1) of the Schedule, for the word “If’  there shall be substituted “Subject 

(2) After paragraph 7 of the Schedule there shall be inserted the following paragraph- 

to paragraph 7A, if ’. 

“7A. Where- 
(a) a participator joined the Scottish Teachers’ Superannuation Scheme under the 

Teachers Superannuation (Scotland) Regulations 1977 or the Superannuation 
Regulations on or after 1st September 1991; 

(b) the participator’s election under regulation 4 or, if more than one, his first election, 
takes effect on or after 1st February 2001: and 

2 
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(c) the participator’s earnings in his first year of pensionable employment do not exceed 
one-quarter of the permitted maximum under section 590C of the Taxes Act(a), the 
permitted amount shall be G as defined in paragraph 7.”. 

JACK McCONNELL 
A member of the Scottish Executive 

St Andrew’s House, 
Edinburgh 
1 lth December 2000 

We consent. 

BOB AINSWORTH 

CLIVE BEirTS 
Two of the Lords Commissioners of Her Majesty’s Treasury 

18th December 2000 

~ 

(a) Section 59(K was inserted by the Finance Act 1989 (c.26). Schedule 6, paragraph 4(a) and amended by the Finance 
Act 1993 (c.34), sections 107(4), ( 5 )  and ( 8 ) .  3 



EXPLANATORY NOTE 

(This note is not part of the Regulations) 

These Regulations amend the Teachers’ Superannuation (Additional Voluntary Contributions) 
(Scotland) Regulations 1995 (“the 1995 Regulations”). 

Regulation 3 inserts into regulation 2 of the 1995 Regulations a definition for the phrase 
“Investment Linked Pension” which is a pension that remains investment linked after it becomes 
payable and which is payable from an authorised annuity policy. 

Regulation 4 amends regulation 5 of the 1995 Regulations and allows a teacher who elects for 
their lump sum death benefit to be used to purchase a pension policy to specify that such a pension 
is to be an Investment Linked Pension. 

Regulation 5 amends the timescale for the remittance of contributions to the Scottish Ministers 
after deduction from 14 days to 7 days. 

Regulation 6 mends  regulation 10 of the 1995 Regulations to allow inward transfers from a 
free-standing scheme or an approved scheme to the AVC scheme to be made at any time by a 
person in pensionable employment. 

Regulation 7 amends regulation 12(5) of the 1995 Regulations so that a teacher is not required 
to make a benefits election when nearing retirement. If the teacher does so, however, they may 
elect that they are provided with a pension which is Investment Linked. Regulation 7 makes a 
corresponding amendment to regulation 12(8) so that if the teacher has not made a benefits 
election under paragraph ( 5 )  before they attain the age of 75, the Scottish Ministers may purchase a 
pension policy for them on or after their attaining that age. 

Regulation 8 amends the calculation of the average of the participator’s salary and adjusted 
salary in paragraph 3 of the Schedule so that if a teacher is in part-time employment their salary 
shall be treated as if they had been in full-time employment for the relevant period. 

Regulation 9 amends paragraph 7 of the Schedule and inserts a new paragraph 7A, so that the 
retirement pension of teachers who joined the Scottish Teachers’ Superannuation Scheme on or 
after 1st September 1991 and who are “low earners” (those who earn less than one-quarter of the 
permitted maximum under section 590C of the Taxes Act in the first year of pensionable 
employment) will always be the relevant fraction of their final remuneration (that is, G as defined 
in paragraph 7(2)(a) of the Schedule to the 1995 Regulations). 
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