Decisions atter
leaving

Video transcript

Hello and welcome to this webinar for members who have stopped paying in to USS but have not yet
retired. My name is Rebecca Dodd and I'm a pensions consultant from Mercer.

The main aim of this presentation is to help give you a better understanding of what happens to your
benefits if you've left USS before you've reached retirement. Firstly I'll give an overview of the benefits in
USS, looking at what you may have built up when you were contributing towards USS.

Then go on to show you how USS works if you've stopped paying in to USS but have not yet retired. Then
we'll look at choosing your retirement date so thinking about when you'll take your benefits.

And briefly cover what impact going overseas might have on your benefits. We'll look at what benefits
your loved ones may receive when you die, and then we'll finish off with a checklist for leavers that might
be useful for you.

Here we're going to go through an overview of how you may have built up your USS pension when
contributing to USS. Firstly, we'll verify the language we're using in terms of an active member and a
leaver.

An active member is someone who is currently employed at a USS institution and the employer and
member are actively contributing to USS and building up new benefits.

A leaver is someone who's been a member of USS and is no longer contributing to USS or has left the
scheme, either by leaving USS through their own personal choice or having left their employer. As a leaver,
you may have benefits with USS that you built up in the past that are still with USS called deferred benefits.

But if you've been a member of USS and then left and then either taken a refund of contributions or
already transferred all of your benefits out of USS to another pension arrangement, you would not have
any benefits remaining with USS. Just to note that this webinar is aimed at those who are no longer
contributing to USS but have deferred benefits with USS.

In terms of the pension benefits in USS, there are two main types of pension benefits in the UK, defined
benefit (DB) and defined contribution (DC) and USS has both these types of benefits. Defined benefit (DB)
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means that your benefits on retirement are based on a predetermined formula based
on a combination of earnings, the time that you are in the scheme, and a pension build-
up rate.

The pension that you build up is not directly connected to how much you or your employer has paid in -
what matters is your formula. The defined benefit (DB) part of USS is now called the Retirement Income
Builder.

But before April 2016, your defined benefits (DB) would have either been in the Final Salary (FS) section or
the Career Revalued Benefits (CRB) section. There's also a defined contribution (DC) part of USS which is
called the Investment Builder.

In a defined contribution (DC) arrangement, any money paid in by you or your employer goes into your
pot. Then at retirement your benefit is based on the value of your pot of money which can go up or down
and is completely dependent on how much has been paid into your pot and how it's grown over the years.

The Investment Builder was introduced in to USS from October 2016. But before this, defined contribution
(DC) benefits were only available if you paid additional voluntary contributions to Prudential.

In USS everyone currently builds up Retirement Income Builder benefits, or defined benefits (DB), on their
salary up to the salary threshold which provides a guaranteed income for life on retirement. And in
addition, USS also provides a one-off tax-free cash lump sum on retirement of three times that pension up

to certain limits.

The salary threshold from 1 April 2026 is £74,208. The rate at which the pension builds up in USS has
changed over the years, but it's currently 1/75th of your salary each year.

Depending on when you joined USS and when you ceased contributing towards USS, there can be some
differences to both how your benefits built up and also what your Normal Pension Age is. Your Normal
Pension Age is the age that you can take your benefits from unreduced.

The difference in how you built up your benefits includes the salary used to calculate these as well as the
actual build-up rate. In addition to your Retirement Income Builder benefits, members can build up savings
in the Investment Builder, which is the defined contribution (DC) part of USS, if you earned above the
salary threshold.

If you chose to make additional contributions or transferred in a pension from elsewhere. Then on leaving
USS, your deferred benefits will have been calculated in accordance with the rules in force at that time.

The Retirement Income Builder was introduced from 1 April 2016 and members who were paying in to USS
before 1 April 2016 built up defined benefits (DB) under a different name which did not apply any salary
threshold.

First of all, for members who joined prior to 1 April 2011 you would have been in the Final Salary section
which meant your benefits on leaving were based on your final pensionable salary at leaving, or at 31
March 2016 if earlier.
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Now confirmation of your final pensionable salary will be shown on your Final Salary
statement in My USS, which is your online portal for USS benefits, and you'll find that in
the My documents area. The build-up rate in the Final Salary section was at 1/80th of your final
pensionable salary.

For members who joined on or after 1 April 2011, you would have been in the Career Revalued Benefits
section (or the CRB section) which meant that your benefits on leaving were based on the salaries that you
earned each year (or your career average salary) which is similar to how the Retirement Income Builder
works now.

The build-up rate in the CRB section was also an 1/80th of your salary but for each year. Some members
may have paid additional contributions to buy additional years service in the Final Salary section or
additional pension in the CRB section.

Also prior to the introduction of the Investment Builder in October 2016, you may have built up defined
contribution (DC) savings with Prudential through paying additional contributions. These are referred to as
Money Purchase AVCs or MPAVCs.

You'll need to check if you have savings still with Prudential if you left USS after October 2016 because
most MPAVC pots from Prudential's Unit-Linked Funds were switched into the Investment Builder, but not
With-Profits or Deposit Funds.

If this applies to you, USS will provide details of these savings and the options that you have when you
come to take them as part of your retirement quote. Further details regarding Prudential savings can be
found on the USS website.

With USS, you'll be able to view your Retirement Income Builder benefits and any Investment Builder
savings, as well as any benefits you may have built up before April 2016 in My USS which is your secure
online portal. You can access My USS from the USS website at uss.co.uk on any device, so your laptop,
tablet or smartphone.

Just to note, if you have Final Salary or CRB benefits from before April 2016, and any added years or added
pension AVCs, My USS will include all your defined benefits (DB) together under the heading of Retirement
Income Builder benefits in that summary on My USS.

Then if you select the Retirement Income Builder on the left, there you can see how your pension is split
between Final Salary or CRB and the Retirement Income Builder.

In this section, we'll look at how USS works if you're no longer contributing to USS but you have deferred
benefits. If you've been a member of USS, then left and then either taken a refund of contributions or
already transferred all your benefits out of USS to another pension arrangement, you would not have any
benefits remaining with USS.

Firstly in this section, we'll cover your leaver statement and then we'll have a look at what happens to your
deferred benefits between leaving and retirement. We'll cover managing your membership online in My
USS and we'll also look at the Benefit Calculator tool in My USS that will allow you to model what your
benefits might look like in the future to help with your retirement plans.
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Then finally as a member of USS with deferred benefits, you'll retain the option to
transfer your benefits to another pension provider.

When you left USS, you would have received a leaver statement setting out what benefits you built up in
USS at the date you left, both your pension and lump sum entitlement from your defined benefits (DB) and
any defined contributions (DC) from your Investment Builder or Money Purchase AVCs with Prudential. It
will include your Normal Pension Age, which is the age you must take your Retirement Income Builder,
defined denefits (DB) by, and it will also set out your leaver options.

For example, if you'd been paying in to USS for less than two years, you may be eligible for a refund. And it
will also set out that you can take a transfer to another registered pension arrangement.

Just so you know, refunds are just refunds of your own contributions. You will not be able to get a refund
on your of your employer’s contributions.

If you're entitled to a refund on leaving but did not take it and you have not transferred your benefits to
another arrangement or started drawing your benefits, you would still be able to ask USS to take your
refund. If you've lost your statement and want another copy, do get in touch with USS.

Even though you're no longer paying in to USS, unless you've taken your benefits out of the scheme or
retired, your benefits will remain with USS. For your defined benefits (DB), annual increases are applied to
your deferred benefits between your leaving date and your eventual date of retirement.

These increases are currently linked to the Consumer Prices Index or CPI measure of inflation up to certain
limits. Any defined contribution (DC) savings you hold in the Investment Builder or Money Purchase AVCs

with Prudential will remain invested.

USS may write to you periodically with scheme updates but you can also receive useful information for
leavers if you provide an email address to USS. If your benefits are still with USS as you approach your
Normal Pension Age, USS will write to you to outline your retirement options.

You can also keep an eye on your deferred benefits (DB) in My USS by going into the website and clicking
the My USS button here. Then once you're in My USS as a deferred member, you can view your deferred
pension from your defined benefits (DB) and you can also review or manage any investments that you
have in the Investment Builder.

You can also keep your address up to date and update the nomination forms for your loved ones for any
benefits or lump sums that might be payable when you die. To do this, just go into the My details section
of My USS. It really is important to keep your contact details up to date so USS can contact you when it's
time to take your benefits or any savings that you have.

In My USS, there's also the Benefit Calculator. The Benefit Calculator can be used to get an instant
estimate of what you could get in the future, and it can be helpful at various stages throughout your
journey with USS, and it will be already prepopulated with your information. We'll just go into the
projection tool here to have a look.
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In here it'll show you what your Normal Pension Age is, which is the age that you must
take your defined benefits (DB) by. You've also got the option of transferring out your
USS pension benefits to another arrangement, but you can only transfer to another registered pension
scheme such as a personal arrangement, or if you've got a new employer, the workplace scheme that they
provide.

Or it could be a Recognised Overseas Pension Scheme (ROPS) and if it is, USS will check that it is a
recognised overseas scheme for you if you want to go ahead with the transfer. A transfer value will be
available on request and you can, if you want to, transfer out just your Retirement Income Builder
benefits, your defined benefits (DB), as long as you do so before your Normal Pension Age. Or you can just
transfer your Investment Builder rather than transferring your entire benefits.

Before you transfer out though, it's worth considering what you'll be transferring out and whether it is
right for you. If you're thinking of transferring your Retirement Income Builder benefits, which is the
defined benefit (DB) part, you should consider what benefits you will be giving up and what benefits you'll
receive in your other scheme. Remember that defined benefits in USS provide you with a guaranteed
income for life, plus a one-off cash lump sum at retirement. The scheme you're transferring to may be
defined contribution (DC) in nature instead.

Also consider the costs of the scheme that you're transferring to. You do not pay any fees for running costs
with USS, but other schemes may have charges. They may have administration costs or investment fees to
be aware of. If you are thinking of transferring your Investment Builder savings or any Money Purchase
AVCs with Prudential, which is the defined contribution (DC) parts, some other things to think about
include comparing what you get with USS and what you'll get in the scheme you transfer to, including the
flexibilities that might be available when it comes to taking your savings.

And again, consider those costs of the scheme that you're transferring to. As mentioned, you do not pay
fees for running costs with USS but other schemes may have charges, administration costs or investment
fees to be aware of. Also consider those investment options that will be available to you in both of the
schemes. Before you decide to transfer any pensions you should consider your options on thinking about
that transfer, as in some cases, you could only transfer if you've had financial advice.

By law, if you're transferring £30,000 or more of defined benefits (DB) like the Retirement Income Builder,
if you're transferring them to a defined contribution (DC) scheme (and check with the receiving scheme if
you're unsure), you'll need to get independent financial advice first. USS are unable to give you financial
advice. There's no similar requirement to get independent financial advice if you're only transferring your
defined contribution (DC) savings like the Investment Builder. But you might want to get that advice if
you're not sure what's in your best interests.

You can also visit the MoneyHelper website, and there you can find impartial guidance that's backed by
the government and is free to use. The USS website has information on how to find an Independent
Financial Adviser (IFA) if you need one, as well as a range of other resources including the link to the
MoneyHelper website to help you make the right decision for you.
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Here we'll have a look at when you might take your benefits. You can start to draw your
benefits from USS from the minimum pension age which is set by the government. The
minimum pension age is currently age 55 but it is rising to age 57 from April 2028.

When you retire, you might have both defined benefits (DB) and defined contribution (DC) savings. Your
defined benefits (DB) are your Retirement Income Builder benefits, which will include any Final Salary,
Career Revalued Benefits, and any added years or added pension AVCs. Your defined contribution (DC)
savings are your Investment Builder or Money Purchase AVCs with Prudential.

You do not have to take your defined contribution (DC) savings at the same time as your defined benefits
(DB). You can take your defined contribution (DC) savings earlier as long as you've reached the UK’s
minimum pension age. Or you might take your Retirement Income Builder, defined benefits (DB), but leave
your defined contribution savings invested, and then you can choose what to do with them later.

But focusing first on the Retirement Income Builder benefits, the defined benefits, the various types of
retirement available for members in USS with deferred benefits who are no longer paying in to USS are
normal, early and ill health retirement. And it's important to consider the age at which you take your
benefits as this will impact what level of benefits you receive.

Normal retirement is when you take your benefits at your Normal Pension Age, but some members with
deferred benefits prefer to take them at an earlier age and take early retirement. Also whilst it's not
something any of us can plan for, you might be able to take your USS benefits earlier under ill health if this
applies to you and you meet the criteria.

So normal retirement is where benefits are taken at your Normal Pension Age, and the Normal Pension
Age is currently age 66 for those still contributing to USS. But depending on when you stopped
contributing to USS, you might have a different Normal Pension Age. So it's the age at which your
Retirement Income Builder (defined benefits) come payable in full and your leaver statement will confirm
your Normal Pension Age.

Just to note, the Normal Pension Age for USS changed in October 2020 from age 65 to age 66 in line with
the government's increase in State Pension age. But this applies only to benefits building up after October
2020. So if you stopped contributing on or after October 2020 and were to take your benefits at Normal
Pension Age of age 66, you might receive an increase on some elements of your pension benefits to reflect
the Normal Pension Age that was in place when you built up those benefits.

Although some of your benefits may have been built up when the Normal Pension Age was lower than age
66, you cannot take those benefits early and leave your age 66 benefits until a later date. But you might
not have to wait until your Normal Pension Age to take your benefits. If you left the scheme on or after
April 2022, or if you left the scheme before this date but were contributing for two or more years, you may
be able to retire earlier.

The earliest age HMRC usually lets people take their pension benefits is from the minimum pension age,
and this is currently age 55, but it is changing to age 57 from April 2028. If you do start taking your pension
early, then your defined benefits (DB) may be reduced for early payment as it's expected that they'll be
paid for a longer period.
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And as we covered within normal retirement before the Normal Pension Age changed
to age 66 in October 2020, you may have built up some benefits that have a Normal
Pension Age of 65, and some people might have even built up benefits with a retirement age that's even
lower than this. On early retirement, the calculation takes all these different Normal Pension Ages that
applied to your benefits into account, along with the age that you're actually taking your benefits. So
different reductions will apply to the Normal Pension Ages applying to the different parts of your benefits.

The factors used in the calculations are reviewed and updated as appropriate by the trustee that's based
on a Scheme Actuary advice, so they are subject to a change from time to time.

Now, having to stop work completely because of an illness or an injury is not a nice thought but
unfortunately it could happen. In this case you might be eligible to retire early on an ill health basis with
USS. So if you have an illness or a condition that stops you from working or reduces your capacity to work,
you might qualify for ill health early retirement if you meet that criteria.

But you must have been building up a pension with USS for at least two years. With ill health retirement,
you'll get the benefits that you've built up to date and they will not be reduced due to early payment.
There's also serious ill health, which is if you're suffering from a serious ill health condition and only have a
limited time to live. Then in that case, USS may be able to convert or commute your pension and pay all
your benefits as a lump sum.

But we've only talked here about taking your Retirement Income Builder, defined benefit (DB), so far. You
may have also got some defined contribution (DC) savings, i.e. Investment Builder savings or Money
Purchase AVCs with Prudential. And if you do have defined contribution (DC) savings, there's some more
options available to you.

So when you choose to take your defined contribution (DC) savings, first of all, you might choose to take
them at the same time as your Retirement Income Builder, defined benefits (DB), either partly or fully as a
lump sum. And the lump sum might be tax-free up to certain limits. Or you might take some or all of your
defined contribution (DC) savings separately from taking your defined benefits (DB).

And that's known as a cash sum and that's known as Uncrystallised Funds Pension Lump Sum (or UFPLS)
and a 1/4 of it or 25% can be generally paid tax-free. Or you might want to leave some or all of your
Investment Builder savings invested with USS until you're ready to use them. If you do not take all of your
Investment Builder savings, they would pass to your beneficiaries after your death.

Or you could transfer your Investment Builder savings to another provider outside of USS to access other
ways of using your pot of money such as drawdown, which is where you draw out an income until the pot
runs out or buying an annuity which is securing a guaranteed income for life. Before making any decisions
about what to do with your pension savings, USS do recommend that you seek guidance on the options
and/or take independent financial advice to understand which options might be right for you.

You might also be able to keep your USS benefits where they are and take them from USS when you're
ready. If you do this, your benefits will continue to be revalued each year in line with the Scheme Rules. If
you have defined contribution (DC) savings, you can also leave these invested with USS until you choose to
take them, and they will continue to be invested in line with your chosen investment options.
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If you're living overseas when you take your benefits, USS can pay your pension into a
UK bank account or an overseas bank account. If you choose to have your pension paid
into an overseas bank account, the amount you receive may vary depending on exchange rates and any
charges applied by your bank. If you have defined contribution savings, you can also take these while living
overseas, but you should consider any tax implications in the country you're living in.

If you're thinking of moving overseas or retiring overseas, it's important to keep USS updated with your
contact details. This will ensure that USS can contact you when it's time to take your benefits or if they
need any further information from you. You can update your details through My USS or by contacting USS
directly.
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