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ABOLITION OF CONTRACTING OUT AND PROTECTED RIGHTS

Information for employers

· Some of your employees are still contracted out of part of the State Pension Scheme and are paying lower National Insurance contributions.  You will be paying the difference between the full and reduced rate to Cheviot as pension contributions.

· The Government is abolishing contracting out through money purchase schemes from 6 April 2012.

· You need to pay full rate National Insurance contributions from 6 April 2012 and members will start to earn benefits in the Additional State Pension Scheme. 

· You will need to amend any employment contracts that refer to contracting out and give notice to your employees of this change by 5 May 2012 at the latest.  
· You do not need to cancel the contracting out certificate as this will be cancelled automatically.  

We have issued the following notice to members:
Information for members
· Since 1988, you have been able to contract out of part of the State Pension Scheme (the State Earnings Related Pension Scheme, SERPS, or the State Second Pension Scheme, S2P) through the Cheviot Money Purchase Scheme.   

· Part of your National Insurance contributions have been diverted to the Cheviot Scheme and have been used to build up Protected Rights benefits for you during this period.  The value of your Protected Rights benefits can be used at retirement to buy a pension.

· The Government is abolishing contracting out through money purchase schemes from 6 April 2012.

· Your full National Insurance contributions will be paid from 6 April 2012 to build up entitlement in the Additional State Pension Scheme.  No further Protected Rights benefits will accrue. 

· Existing Protected Rights benefits will continue to be invested until you draw your benefits.  However going forward, Protected Rights will not be held separately from other Cheviot Scheme contributions (if any).

This note provides summary information.  If you need more detailed information, please contact us.
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