
Working together

An update from the Trustees
Since we last wrote to you in November there have been 
some important developments to share with you. Please 
take some time to read this newsletter and familiarise 
yourself with the details.

Remember, your pension is one of the most important 
benefits you receive. If you have any questions about the 
content discussed please do get in touch with us using the 
contact details on page 6.
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Special edition

Got something to say?
With your help we can make sure the content of 
Pensions News deals with any topical issues or Plan 
specific details you’d like to know more about. Why 
not take five minutes to get in touch and give us your 
feedback. You may contact us using the details on the 
back page. 
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Pension increases
Change to the way pensions are 
increased
In November we told you that the Government had 
proposed that pensions would be increased in line with the 
Consumer Prices Index (CPI) instead of the Retail Prices 
Index (RPI). 

We have consulted with our advisers on what this will mean 
for the Plan. The Government is still consulting on some of 
the details but unless there are further changes in the law, we 
can confirm that for current and future pensioner members, 
increases to pensions in payment from April 2012 will be as 
follows:

 � If you made contributions into the Plan before 
6 April 1997 the pension earned before that date (over 
and above any Guaranteed Minimum Pension – GMP) 
will not be affected by the change. Members who receive 
a fixed level of pension increase will continue to do so.

 � If you made contributions into the Plan between 
6 April 1997 and 1 September 2006* your pension 
earned between those dates will now be increased in 
line with the CPI up to a maximum of 5% each year.

 � If you made contributions into the Plan from  
1 September 2006* your pension earned after that date 
will continue to be increased in line with the RPI up to a 
maximum of 2.5% each year.

 � Increases to the GMP, which forms part of the pension 
you receive from the Plan, are only increased for GMP 
built up after 1988. This will now be increased in line with 
the CPI up to a maximum of 3% each year in line with 
statutory requirements.

There will also be a change to the way deferred pensions 
are increased between the date a member leaves the Plan 
and the date of retirement, and to the way contributing 
members’ benefits are increased before they come into 
payment. From January 2011 onwards:

 � If you made contributions into the Plan before 
1 September 2006* your pension earned before that 
date in excess of any GMP, will be increased in line 
with the CPI up to a maximum of 5% per year over this 
period.

 � If you made contributions into the Plan from 
1 September 2006* your pension earned after that date 
will continue to be increased in line with the RPI up to a 
maximum of 3% each year.

 � The GMP will continue to be increased at a fixed rate. 
The rate applied will depend on the date you left the 
Plan. Further details can be obtained from the Plan 
administrators, MNPA – see back page for contact 
details.

Increases up to 2010 are unaffected.

 
 
*3 September 2006 for weekly paid members.

Jargon explained
CPI
This is the inflation measure the Government has chosen 
to use going forward. It is similar to the RPI, but the way it 
is calculated is slightly different – it doesn’t include things 
like council tax and housing costs.

Deferred pension
If you no longer work for the Company and haven’t 
reached your Normal Retirement Date, your pension 
benefits are held by the Plan until you retire. This is known 
as a deferred pension.

GMP
The minimum pension which a plan has to provide 
for employees who were ‘contracted out’ of the State 
Earnings-Related Pension Scheme (SERPS) between 
6 April 1978 and 5 April 1997.

RPI
An indicator of inflation in the UK. It measures the 
average change from month to month in the prices of 
goods and services purchased in the UK.
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Change to when pensions from the 
Plan are increased
We have already announced that, to simplify the 
administration process from 2011 onwards, we are 
proposing to change the date on which pensions paid from 
the Plan are increased, to 6 April. Our proposal is as follows:

Pension increases due before 6 April 2011 will be awarded 
as normal.

On 6 April 2011, all pensioners will receive a proportionate 
pension increase. This means that the size of the increase 
awarded on 6 April 2011 depends on the period since 
the last increase (which is the anniversary of the date the 
pension started). For example:

 � Pensioners who received their last increase on 
6 April 2010 (a full year before 6 April 2011) will receive 
a full annual increase on 6 April 2011.

 � Pensioners who received their last increase on 
6 October 2010 (half way through the Plan’s year) will 
receive one-half of a full annual increase on 6 April 2011. 

After 6 April 2011, every pension increase will be awarded 
on 6 April each year:

 � For members who were pensioners on 6 April 2011, 
every subsequent increase will be a full annual increase. 

 � For members who retire after 6 April 2011, the first 
6 April increase will be a proportionate increase, and every 
subsequent 6 April increase will be a full annual increase. 

The change only affects the timing of your pension increases 
and means that you will receive your first increase earlier 
than under the current arrangement. You do not need to 
take any action to benefit from this change. 

We are required to get confirmation from the Plan actuary 
that, at the date the change is made, the value of your 
benefit is not expected to be reduced as a result of the 
change. We will not approve the change without this 
confirmation. 

We are giving members the opportunity to contact us with 
any concerns that they have between 14 February and 
14 March. We will consider any feedback carefully. When 
this period ends, and we have taken appropriate advice, we 
will contact you to confirm whether the proposal has been 
approved. 

If you have any questions or wish to consult with us about 
the changes you can get in touch using the contact details 
on the back page. 

You may wish to consider seeking financial advice on this 
matter.
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* This is a simplified calculation to help you understand how the 
annual allowance might affect you. If you have any other pension 
benefits held elsewhere or pay into any other arrangements in 
addition to those held under the Howden Joinery Pension Plan 
you would need to include them in your calculation and this can 
become quite complicated. It is your responsibility to check your 
own circumstances and take any action as appropriate. Although 
very few of our members are likely to be impacted by the annual 
allowance, we would always recommend that you get independent 
financial advice if you have any concerns regarding this issue.

Pension tax 
changes
In the last newsletter we mentioned that the Government had 
proposed changes to the way pensions are taxed, including:

 � From 6 April 2011, the annual allowance will reduce from 
£255,000 to £50,000. If the value of your pension benefits 
in any year increases by less than £50,000 then you will be 
unaffected, but anything above this will be taxed at your 
marginal rate. 

 � Pensions are valued using a standard Government factor. 
This is currently 16. To find out how the annual allowance is 
calculated see the example opposite*.

 � If you exceed the annual allowance in a particular year, any 
unused allowance from the previous three years can be 
used to offset the excess.

 � From 6 April 2012, the lifetime allowance will also be 
reduced from £1.8 million to £1.5 million.

These changes may impact you if:

 � you receive a pay increase or promotion which increases the 
value of your pension savings by more than £50,000; or 

 � you pay significant sums into the Top-Up Account.

You can read more about the changes at 
www.hmrc.gov.uk/pensionschemes/annual-allowance/guide.htm 

The Pension Input Period
When calculating your pension savings it is necessary to use a 
Pension Input Period. A Pension Input Period is the period over 
which your pension savings into the Plan is measured for the 
purpose of calculating whether your pension growth exceeds 
the annual allowance. Your current Pension Input Period 
depends on when you joined the Core Plan and started paying 
into the Top-Up Account. 

We have decided to change the Pension Input Period for 
everyone to 6 April – 5 April each year for both the Core Plan 
and the Top-Up Account to bring them into alignment with the 
tax year. This will simplify the administration process. 

Firstly you need to work out how much your pension 
savings have grown since the end of the last Plan year. 
To do this you need to calculate how much pension you 
have built up in this Plan year plus how much any pension 
earned in previous years has increased. Annual inflation 
in line with the CPI (see ‘jargon explained’ on page 2) can 
be ignored under the legislation, so for simplicity we have 
not included this in the calculation below.

The pension accrual for one year is: 
 � 1/90 x £27,000 = £300

To calculate the value of this pension under a defined 
benefit plan such as ours, you multiply this by a factor 
of 16 – this is the factor set by the Government.

The value of your Core Plan pension growth is therefore:
 � £300 x 16 = £4,800 

We will call this Value A

If you pay into the Top-Up Account, you need to add 
on any contributions you make and any made by the 
Company on your behalf over the same period.

Assuming you pay 4% (based on a salary of £27,000) 
this would be as follows:
 � Employee pays 4% x £27,000 = £1,080
 � Employer pays 4% x £27,000 = £1,080
 � Total Top-Up Account contributions = £2,160 

We will call this Value B

The total value of benefits to be assessed against your 
annual allowance is Value A + Value B = £6,960. 

As this is less than the annual allowance of £50,000 
no tax charge will be paid.

How do I know if I am over the 
annual allowance limit?
A calculation is used to find out whether your pension savings 
take you over the annual allowance limit. As an example, we 
have calculated below the allowance for a Plan 90 member who:

 � is currently earning £27,000 a year, all of which is 
pensionable; and 

 � who has no pension benefits outside of the Howden Joinery 
Pension Plan. 

If you have other pension benefits outside of the Howden Joinery 
Pension Plan you would need to allow for these in this calculation. 

You can use this basis to calculate your own pension 
growth against the annual allowance by using your 
own salary and Top-Up payments. If this shows that 
your value is over or close to £50,000 you should seek 
independent financial advice.
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Also in the news...

Jargon explained
Pensionable service
The period of service during which you make 
contributions into the Plan.

Information for members with 
pre September 2006 membership 
(Plan 60 members only)
Some Plan 60 members can now retire from age 60 without 
Company or Trustee consent. However, this might affect the 
size of your pension.

 � If you decide to retire under the above Plan at 60, you 
must take all of your benefits from the Plan on the same 
date. If you are a current employee, you will not be 
able to build up further pension benefits and your life 
assurance cover will be reduced.

 � If any of your pension is linked to a Normal Retirement 
Age of 60 but you retire later, that part of your pension 
will be increased to take into account that it is being paid 
for a shorter period of time than expected. 

 � If any of your pension is linked to a Normal Retirement 
Age of 65 and you leave between ages 60 to 65, 
that part of your pension will be reduced to allow for 
it being paid for a longer period of time than originally 
anticipated.

To see how this could impact you, check your Normal 
Retirement Age in the table below.

Period of pensionable 
service 

Normal Retirement Age

Women Men

Up to 17/5/1990 60 65

18/5/1990 – 16/11/1994 60 60

17/11/1994 – 4/4/2003 65 (60*) 65 (60*)

5/4/2003 – 31/8/2006 65 65

From 1/9/2006 onwards 
(Plan 90 membership)

65 or State 
Pension 

Age if later

65 or State 
Pension 

Age if later

*For members who did not accept the cash payment offered in 
exchange for giving up potential additional pension benefits in 2005.

If you are a contributing employee and choose to retire 
before age 60, or do not have a Normal Retirement Age 
of 60 for any part of your pension, employer consent is still 
required.

You can request a retirement illustration from the Plan 
administrators MNPA. 

Change to the default retirement age
The Government recently announced that it will be removing 
the default retirement age of 65 for all employees from 
1 October 2011. 

Please note that this default retirement age refers to your 
employment. It is not the age you can start receiving your 
pension from the Plan – the Normal Retirement Age (NRA). 
The NRA for pension being earned now is linked to age 65 
or, if later, the age you start receiving your State pension. 
This remains unchanged (although State Pension Age is 
increasing from age 65 to age 66 gradually from 
December 2018 to April 2020 with further rises to an 
eventual State Pension Age of 68 after that). 

If you have any queries about the removal of the default 
retirement age you should contact your HR department.

Howden Joinery Pensions 
website update
We officially launched the new look for the Plan 
in the last newsletter. This year we will be giving the 
website and Plan literature a makeover. You can 
visit www.howdenjoinerypensions.co.uk 
to check our progress.

Remember: The website has a wealth of 
information for members – you can read general 
information about the Plan and download Plan 
documents.
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Don’t forget
If you would like to find out more on specific areas of pensions you can visit the following websites:

www.unbiased.co.uk
If you are thinking of leaving the scheme or making any 
changes to your pension arrangement, we recommend you 
get advice first. You can find a list of advisers here.

www.direct.gov.uk
To calculate your State Pension. 

www.dwp.gov.uk
Useful information on the range of benefits and services that 
the Department for Work and Pensions (DWP) provides. 

www.pensions-ombudsman.org.uk
Investigates complaints and disputes about the way that 
pension schemes are run.

Find out more

We’re here to help
For any questions you may have:

 � about the content of the newsletter;

 � for the Trustees; or

 � about your pension

you can get in touch by contacting 
the Plan Administrators:

  Howden Joinery Pension Plan  
c/o MNPA Ltd  
Leatherhead House  
Station Road  
Leatherhead  
Surrey KT22 7ET 

 	 01372 200 264 

 � howdenjoinerypensions@mnpa.co.uk
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