Voluntary Leavers Scheme

The severance pay, once agreed, can be used in several different ways.

1) Staff can take the whole as a lump sum, with the first £30k being tax free.

2) There is a difference regarding paying into pensions depending upon whether staff are under or over age 55 (see more below)

3) For staff over 55 the VLS payment can be used in part or in full to fund the early retirement funding charge.  For all staff there would be the opportunity to put funds intothe money purchase  AVC or additional years AVC, but this would need to be paid from your salary prior to leaving.  There are significant restrictions on this so you would need to contact the pensions department as soon as possible for further details.
Staff who want to put their VLS payment back into their pension would be unable to if they took the sum and left the university and then later tried to put it into their pension pot 

Staff over 55 may use their VLS to pay their “Early retirement funding charge” and draw down their immediate pension benefits but the VLS must be used first to buy out the early retirement funding charge, and they may if they wish (and if they have any VLS left) then buy extra years of service (not the same as an AVC as different factors are used).  The Early Retirement Funding Charge is the amount staff are being invited to pay to USS to avoid taking a reduced pension.  Whether the VLS payment will meet the whole cost of this is dependent upon individual circumstances. In the past under PRT the University sometimes offered additional years enhancement and made up the early retirement funding charge.  This is no longer the case.  Our understanding is that at this point in time the only scheme on the table for the foreseeable future is VLS.  

 All ages can take the money and run if they choose not to invest in or draw down their pension when they leave, but might  have difficulty putting it into another pension scheme because of HMRC recycling rules (which would apply to any other pension scheme which attracts tax relief).  

Staff who are in nhs or TPS pensions schemes can’t use their VLS fund to buy back pension due to the rules of these schemes.

Staff under 55 can make a payment into money purchase AVCs (Prudential) or as an additional years AVCs lump payment within the USS scheme.  These AVC contributions  must be paid via salary.  Those under 55 cannot use it to make their “early retirement funding charge” and draw down their USS pension.    If you are considering  AVC’splease contact the pensions department as soon as possible as there are restrictions on the level of AVC payment which can be made .
The news appears to be that PRT is a thing of the past and (with the exception of FBS) is not to be offered in the future.  The reasoning is that VLS is deemed by the University to be a fairer scheme than the premature retirement scheme previously offered.  This is explained as being of benefit to older people for whom in the past PRT and drawing down a pension was the only option for those over 55, whereas with this scheme staff can decide whether to draw down or defer their pension. 

If pension benefits  are deferred on leaving, rather than immediate pension being taken,  if they are then employed at another USS institute they would be able to continue contributing to their USS scheme.  They can also transfer into another occupational pension scheme if employed elsewhere.  

This is the fundamental difference between the PRT scheme in that the individual may defer their pension where as  PRT automatically leads to closing for further payments and to drawing down a pension which potentially leads to all sorts of revenue issues.  See comment below as to age at which the pension may be drawn down.

Staff drawing down their USS pension cannot rejoin USS even if they change employer.  But they can change employer and join a different occupational pension scheme.

Members over 55 wishing to take their whole VLS payment as a lump sum and not invest in their pension stand to lose approx 4-5% in an early retirement reduction factor for each year they retire ‘early’.  This means they will then have a reduced pension in perpetuity.  The actual amount is variable depending upon age, gender etc, this is just a ball park figure.  The only way to find out how much one would lose or have to pay to counter this is for individuals to ask for their own projection, as it’s based on age, gender and length of service so varies from person to person, there isn’t such a thing as an ‘average’ cost.

There will be a centralised VLS panel, composition unknown, making decisions on applications.  This, we were told, will ensure that there is equity across departments, so one doesn’t limit the offer to (say) 6 months whilst others offer 9 or 12 months.  

Jill Nimmo will start doing road shows around campus to publicise the scheme and answer questions.  Job Centre, HMRC and a team of independent financial advisers will be on campus for advice in a few weeks (not immediately, they will appear when people have expressed interest and got their projections).

We are aware that the present VLS offer is time-limited to 31st March, and we have asked what will be available in future if MIS and PRT are indeed a thing of the past.  Our soundings indicate that the present VLS offer is likely to be the only offer going forward. 

It is worth noting that staff over 55 made compulsorily redundant can access their pension unreduced, and that the university meet the cost of the early retirement charge.  However redundancy payments would be at statutory limits and there is no possibility of a voluntary redundancy scheme where staff could be paid ‘actual’ rather than statutory payments as the university have devised their own VLS instead.   It is unclear at this point whether staff facing a redundancy situation would be offered VLS as an alternative.

The University have a contract which says we can draw down our pension, with no early retirement reduction, from 60.  Thus someone close to retirement age could defer drawing down until they are 60 and get an unreduced pension (they would just have to have sufficient income from elsewhere between leaving and pulling down the pension).  Bear in mind that having gone unless they already have a full record the eventual pension would be missing the years that they would otherwise work till retirement (and of course a loss of the years without salary)  

There is no longer a question of a separate PRT deal for older people.  As we speculated, this would be deemed ‘discriminatory’ by the university, though we are challenging this. 

Early retirement on the grounds of ill health remains unaltered. 

Re-engagement will be time-limited and is unlikely to be for more than a 12 month period.  This scheme is more a phased exit geared around the needs of the department for ongoing projects.

Staff paid below .43 who are engaged are most likely to be re-engaged at their present rate of pay.  Staff paid above .43 wouldn’t necessarily be offered re-engagement at .43, it could be lower.

There is a 5 year barring from returning to employment at the university in any capacity for people taking VLS, the only exception being  time-limited .3 or below re-engagement.  

The scheme as originally written indicates that staff who are interested in re-engagement have to stipulate this when they make their initial application for their VLS figures.  It can’t be done once the expression of interest has gone in.  It will be up to the department to decide whether to allow this or not, hence the suggestion to talk to Head of Department before putting in application. We have raised this as an issue and have been told that staff who wish to put in an application without discussing it with HR or their line manager first are able to do so,  but clearly if they wish to be considered for re-engagement they will need to discuss this before putting in their final application.  
Any expression of interest is ‘speculative’, with the option to get the figures and not pursue it further.  And obviously the department may not agree to VLS for that individual.

