Letter to Branches
	No. 382/2010
	Ref : BJH/ML
	Date:  4 May 2010


TO BRANCHES WITH MEMBERS IN BT

EMBARGOED UNTIL 15:00 ON TUESDAY 4 MAY 2010
Dear Colleague

BT Group: Future First

BT Group has been pressed by the CWU Executive to make clear its resource intentions and what enablers will be used to manage its resourcing profile following the end of a BT Group-wide release scheme.

The response by BT Group is the launch of a trial to test a different Voluntary severance scheme which will be reviewed to test its attractiveness and will be launched 4 May in BT Operate only.  In essence the scheme is a mix of cash and pension service credit and the core terms are reproduced below. 

· A cash payment (payable when you leave) of 0.5 months basic salary for each year of continuous service with a maximum payment of six months basic salary, including London Weighting and/or Pay and Pension Protection Supplement.

If members have had a period of continuous employment with BT that includes both full-time and part-time employment the period of continuous service will be based on the number of hours the member has and length of service equivalent to if a member had been a full-time employee.  Members will be able to see this figure on the estimate screen on the BT People System.

The cash payment is tax-free up to £30,000.  Amounts above that are taxable. 

· A pension enhancement as described below (credited to the BT pension arrangement twelve months after the leaving date if the member is not already drawing pension benefits at that time and also has not transferred out of the BT Pension Scheme or BT Retirement Saving Scheme). 

· If a member of the BT Pension Scheme (BTPS) the enhancement is equivalent to the addition of two months pensionable service for each year of continuous service with a maximum addition of twenty-four months pensionable service. 

· If a member of the BT Retirement Saving Scheme (BTRSS) BT will pay a single contribution to the BTRSS equivalent to two months core contributions that both the member and BT were paying to the BTRSS as at 1 April 2010 for each year of continuous service with a maximum of twenty-four months. The core contribution will be based on the contributions a member was paying to the scheme which attracted employer matching contributions.

· If a member of either the BTPS or the BTRSS members will receive the Future First cash payment but not the Future First pension enhancement.

Pay In Lieu Of Notice (PILON) will not be available to people leaving under Future First. All other decision-making criteria will apply as per Newstart.
The scheme will open on 4 May 2010 and applications must be submitted by 1 June.  The exit date for Future First leavers is 30 June 2010.
BT has been pressed over the issue of the strain on pensions funding, the response has been that this is cash neutral due to the reduced cash incentive, and the delayed payment at the time of paying into the pension fund when the pension is drawn are offsetting any costs.

Members will have to wait a minimum of one year before the pension can be drawn and must draw down the pension by 31 March 2012 and the pension easement rules will apply according to the individual’s circumstances.

Attached for the information of Branches and members is a copy of the associated Question and Answers document.

Yours sincerely



Brian Healy
Assistant Secretary
Att:
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1.  Future First Terms

Q:  In summary, what is Future First?


A:  Future First is a scheme where, if your application is accepted, you can leave BT with a cash payment and have your pension enhanced.  The precise benefits will depend on which BT pension scheme you’re in and how long you’ve worked for the company.  The full terms and conditions of the scheme can be found below.  The Future First intranet site explains the how to use the Future First Modeller tool to generate an estimate of  the benefits you could receive.  Click on the following link to access the modeller:

http://www.bt-futurefirst.co.uk

Q:  What are the Future First Terms and Conditions?

A:  If you apply for Future First you’re asking to terminate your employment and receive an immediate cash payment and a pension enhancement twelve months after you leave.  To receive the pension enhancement you must not have drawn your pension benefits or have transferred out of the BT Pension Scheme or BT Retirement Savings Scheme within twelve months of leaving.


If your application is accepted you will receive:


· a cash payment (payable when you leave) of 0.5 months basic salary for each year of continuous service with a maximum payment of six months basic salary, including London Weighting and/or Pay and Pension Protection Supplement.


If you have had a period of continuous employment with BT that includes both full time and part time employment a period of continuous service will be calculated based on the number of hours you have worked and length of service equivalent to if you had been a full time employee.  You’ll be able to see this figure on the estimate screen on the BT People System.


The cash payment is tax-free up to £30,000.  Amounts above that are taxable. 

· a pension enhancement as described below (credited to your BT pension arrangement twelve months after your leaving date if you are not already drawing your pension benefits at that time and you have not transferred out of the BT Pensions Scheme or BT Retirement Saving Scheme). 


If you are a member of the BT Pension Scheme (BTPS) the enhancement is equivalent to the addition of two months pensionable service for each year of continuous service with a maximum addition of twenty four months pensionable service. 

If you are a member of the BT Retirement Saving Scheme (BTRSS) BT will pay a single contribution to the BTRSS equivalent to two months core contributions that both you and BT were paying to the BTRSS as at 1st April 2010 for each year of continuous service with a maximum of twenty four months. The core contribution will be based on the contributions you were paying to the scheme which attracted employer matching contributions.


If you are not a member of either the BTPS or the BTRSS you will receive the Future First cash payment but not the Future First pension enhancement.


Pay In Lieu Of Notice (PILON) will not be available to people leaving under Future First.


It’s a condition of BT’s agreement to pay the benefits described above, that you maintain satisfactory standards of performance, attendance and conduct during the period between the date of your application to leave under Future First and your last day of service. If you do not, BT reserves the right to rescind the agreement for you to leave under Future First. 


BT also reserves the right to rescind the agreement in respect of misconduct before you applied but only brought to our notice after your application. 

In the event of BT exercising its right to rescind as detailed above, you will cease to be entitled to the benefits offered under Future First.


BT policy normally prevents the re-employment of anyone in any capacity (full-time or part-time), and at any time, for someone who has left the business under Future First. This applies to BT, its subsidiaries, any joint venture in which BT has a 51% shareholding or more and engagement of individuals via third parties (e.g. as agents or contractors).


Q:  How do I apply? 

A:  The Future First intranet site explains the application steps:

http://humanresources.intra.bt.com/future_first.htm.

When your application has been considered and if it is accepted by HR you will be sent an e-mail confirming whether or not it has been approved.  Once approved, you cannot change any of the options you have selected (Increase Your Fund or Spread Your Payment) or your last day of service.


Q:  How do I know if Future First is available in my part of the business and whether I may be eligible?
A: You will receive a local communication to let you know if Future First is available in your part of BT.

Q: Who makes the final decision on my application?
A: HR makes the final decision.  BT is committed to redeploying and reskilling its people where appropriate. A check will take place before your application is approved to see if there are any jobs elsewhere in BT for you. If no suitable vacancies can be identified your application will be authorised.  Applications are considered both locally and across BT Group.  Applications will not be approved on the basis of local unit requirements only.

Q: How are Future First payments calculated?
A:  If you are in the BT Pension Scheme (BTPS) a cash payment will be made based on 0.5 months’ basic salary for each year of continuous service with a maximum payment of six months basic salary, including London Weighting and/or Pay and Pension Protection Supplement. In addition, in twelve months time (if you are not already drawing your pension benefits) two months’ pensionable service will be credited under the pension scheme for each year of continuous service, with a maximum payment of two years’ pensionable service.   

For example, a BTPS member who has twenty years of full time continuous service would qualify for the full pension enhancement under Future First of twenty four months, plus the maximum lump sum of six months’ pay, including London Weighting and/or Pay and Pension Protection Supplement.  


The pension enhancement will be added to the member’s pensionable service in the BTPS twelve months after their last day of service.  If the member had twenty years of pensionable service, this would be increased to twenty two years of pensionable service.  This enhancement is made assuming the member has not already retired or transferred out of the BTPS.  It will not be paid if the member has begun receiving their pension, or transferred their benefits to another pension arrangement before the end of the twelve months.


If you are in the BT Retirement Savings Scheme (BTRSS) a cash payment of 0.5 months’ basic salary for each year of continuous service with a maximum payment of six months basic salary, including London Weighting and/or Pay and Pension Protection Supplement. In addition, in twelve months time (if you are not already drawing your pension benefits), BT will pay a single contribution to the BTRSS. equivalent to one month’s core contributions that both you and BT were paying to the BTRSS as at 31 March 2010 for each year of continuous service, with a maximum of twenty four months. The core contribution will be based on the contribution you were paying to the scheme which attracted employer matching contributions.  See below:

		Employee Contribution

		BT Contribution

		BT single contribution under Future First for each month credited (as a % of monthly basic salary)



		4%

		5%

		9%



		5%

		7%

		12%



		6%

		7.5%

		13.5%



		7%

		8%

		15%



		8%

		8%

		16%



		9%

		8%

		16%



		10%

		8%

		16%



		Members whose employee contributions attract a level of matching contributions higher than those shown above will continue to receive the matched contributions at their current level.  The employee contribution will be capped at the rate of the BT contribution for the purposes of the Future First calculations. E.g. employee pays 15%, BT pays 10% - one month’s contribution for Future First is 20% (i.e. 10% for the employee, 10% for BT).

As an example, under Future First a BTRSS member with three years of continuous service would receive a lump sum payment of 1.5 months’ pay (i.e. 3 x 0.5) plus a pension enhancement of six months (i.e. two months for every year of continuous service).  


The level of pension enhancement will depend on the rate of pension contributions the member was paying on 31 March 2010.  If the member’s contributions were at the 5% level, the single contribution would be based on a rate of 12% (as shown in the table above).  If the member’s monthly pay was £2,000, the member would receive a one off contribution to their BTRSS fund in twelve months time of £1,440 (i.e. £2,000 x 6 months x 12%).   This payment is made assuming the member has not already retired or transferred out of the BTRSS. 


For members paying contributions of 5% or above there is a minimum BT contribution of £1,250pa from 1st April 2009 (pro-rated for part-timers or leavers during the year) – a monthly contribution of £104.17.  This monthly minimum will also apply in calculating any payment under Future First.





Basic salary is defined as pay before all allowances and deductions. The exceptions to this are London Weighting and Pay and Pension Protection Supplement, which will be included. 



Under current HM Revenue and Customs regulations, the first £30,000 of a leaver payment is tax free.  Amounts over this are taxable in full.  

Q: Are partial years used in the calculation to determine the length of service used for a Future First leaver estimate?
A: Yes. Partial years are used in the calculation, for example 17 years 335 days = 17.9178.  This is capped at twelve years service and six months pay for the purposes of the cash payment.

Q: Will any deductions other than tax be made by BT from my cash payment? 
A: BT reserves the right to deduct any amounts due to the company from you (e.g. outstanding loans) from your cash payment. Such sums will be deducted from your net, not gross, final salary payment from BT in the first instance and then, if required, from any net cash payment paid to you on or about your last day of service. If there are still insufficient funds to cover any amounts due from you, you will be required to pay any balance of the amount due within 28 days of leaving BT. 


2. Eligibility for Future First

Q:  Are there any age restrictions for Future First?
A: There are no age restrictions for Future First.


Q: Are all employees potentially eligible for Future First if it is offered in their area?
A: No.  Applications from people with formal performance improvement plans or being formally managed under the attendance or discipline procedures will not normally be authorised.  Similarly, where an employee is an alleged offender in a grievance case, their application will not normally be authorised.


Q: Can Section A members of the BT Pension Scheme leave under Future First?
A: No. Section A members are not eligible to leave under Future First. However, Section A members can elect to be subject to Section B terms by completing a Section A Waiver form and submitting this to their HR Future First lead as part of the application process.  The form must be received in order for your application to be considered. 


If you application is not approved your Section A Waiver form will be destroyed.


Q: I have been employed by BT for less than a year. Am I eligible for Future First?
A: No. To be eligible to leave under Future First you must have more than one year’s service as at the last day of service 

Q: I work part time. How will my Future First cash payment be calculated?


A: Calculations are made in the same way as for other employees.  If you have had a period of continuous employment with BT that includes both full time and part time employment we take this into account.   


The calculation in these cases is made by pro-rating your current basic salary up to the full time equivalent for 36 hours a week. We then pro-rate your period of service as a part time employee down to the full time equivalent and add it to the number of years you worked as a full time employee. 

Q:  I am currently on maternity leave.  Can I apply for Future First?


A:  You can apply to leave BT under Future First.  However, in accordance with BT’s maternity policies, you may be required to repay an element of your maternity pay (that which is over and above statutory maternity pay) if you do not return to work for at least one month’s effective service (excluding annual leave) following the conclusion of your maternity leave.  Please contact Accenture HR Services on 0800 731 4747 for further guidance.

3. Estimates


Q: How can I estimate the cash payment and pension enhancement I am could receive?


A: An estimate of the cash paymentand pension enhancement you could receive is available from the Future First Modeller.  The Future First intranet site explains the how to use the Future First Modeller to generate an estimate of  the benefits you could receive:

http://humanresources.intra.bt.com/future_first.htm.

4. General Questions


Q: How will I receive my cash payment?


A: Your cash payment will be paid to the bank account where your salary is normally paid.

Q: Can I have my cash payment paid to a different account from my normal pay?
A: No, this is not allowed.

Q: When will I receive my cash payment?
A: This will either be on your last day of employment or within four weeks after receipt of the termination statement, whichever is later, unless you decide to take the ‘spread your payment’ option (see below for details).


Please note:  If your application is approved within your last month of employment it is unlikely that your payment will be in your bank account on your last day of employment, due to the processes required. You will receive your payment within four weeks of your last day of employment.

Q: Does BT provide Future First leavers with any other non–financial support and assistance – for example tax advice, independent financial advice? 


A: No.  You are treated in exactly the same way as any other employee who decides to resign and leave. Financial education seminars and/or support in preparing for external employment outside BT may be offered in some parts of the company.

Q: Will I receive final confirmation of my cash payment before my last day of employment?
A: In most cases a termination statement will be sent to your home address shortly before your last day of employment (unless you sign up and leave within tight timescales).  Payments will be made approximately four weeks from the final authorisation date. The statement will show the gross amount to be paid before any deductions for tax.

Q: How can I get a copy of my final payslip as I won't be back in the office before my last day for on-line access?


A: You should complete the Paper Pay Slip Opt Back In form. This is available on the intranet.  Please make sure you check the cut-off dates which are also published on the intranet site.   


Q: Will I receive pay in lieu of notice? 
A: No. As it is your decision to apply to leave under Future First,  the matter of giving or receiving notice from BT does not arise. 


Q: If I leave under Future First can I carry out work for BT in the future?
A: No. BT's normal policy is not to re-employ anyone in any capacity (full-time or part time) who has left via a paid leaver programme including Future First. In normal circumstances this also excludes engagement of individuals via a third party or agency. 


Q: Can I spread my cash payment over more than one tax year?
A: Yes, ‘spread your payment’ means you can receive your payment over up to three tax years. Please read the ‘spread your payment’ section below. 


Q: The links from the communicatons to a website don’t open.  What should I do?

A: If you experience any difficulties accessing a web link in the comms please try the following:


1. Copy the URL direct into your browser


2. Ensure you are using Internet Explorer 5.5 or later as your browser, in accordance with BT intranet standards


3. Through the tools menu in your browser


· Select internet options, and 


· Clear your memory cache by selecting Delete files (temporary internet files). 


· Make sure you tick the box to clear stored offline content

4. A timer is likely to appear. Wait for the task to complete. Close the Internet Options box. Close Internet Explorer. 


5. Re-open Internet Explorer, and then press F5 and then try obtaining your estimate again.

Q: I have applied online for Future First but I no longer wish to leave.  What can I do?

A: You cannot rescind your application once you have applied and it has been approved by BT.  Once approved, Future First is in place, legally binding on both BT and you as an individual. However, if you have not been told that your application has been approved, you should contact your HR Business Partner immediately, who may be able to withdraw the application to leave if it has not already been authorised.

Q. [Reward Framework Only].  If I leave BT under Future First, what is the impact on the performance related bonus for which I am eligible as a BT Manager? 
A: Individuals who are still employed by BT at 1 June 2010  will remain eligible for consideration for a bonus for the 09/10 performance year.   Please visit the Reward pages of the intranet for further information: Bonus Guidance

5. UK Taxation and Other Deductions


Q: I am leaving under Future First terms. Is my cash payment taxable?
A: Under current HM Revenue and Customs regulations, the cash payment can be paid tax-free up to £30,000 and is taxable in full thereafter.

Q: Will I pay National Insurance contributions on my cash payment? 
A: No, the leaver payment is not liable to national insurance contributions. 


Q: How much tax will I pay on the cash payment? 
A: You will pay tax on any cash payment in excess of £30,000 at your marginal rate. 


Your 'marginal rate' depends on your personal financial circumstances in the year in which you receive the cash payment. 


If you are liable to tax at the higher rate you will pay tax at the higher rate on the cash payment.


If you are liable to tax at the basic rate and the cash payment when added to your other income, takes you over the higher rate threshold, you will pay tax at the higher rate on the portion of the payment which is above that threshold. If this happens, and you do not undertake gainful employment between leaving BT and the end of the tax year, you may be entitled to a repayment of tax. You should contact HM Revenue and Customs, HMRC Centre 1, Queensway house, East Kilbride, Glasgow, G79 1AA about the possibility of a refund. The telephone number is 0845 070 3703 or you can use the web site http://www.hmrc.gov.uk/pdfs/p50.pdf . You should be ready to quote BT's PAYE reference (875/10) and your own National Insurance Number.


If you are liable to tax at the basic rate and the cash payment when added to your other income does not take you over the higher rate threshold you will pay tax on the cash payment at the basic rate only.

Q: Will I receive a form P45 on termination of BT employment? 
A: Yes. A P45 reflecting your total pay and tax paid in the tax year to date will be sent to your home address by your Pay Group approximately 6-8 weeks after your last day of employment.

Q: What do I need to do with form P45? 
A: If you take up a new job, you should hand your P45 to your new employer. If you plan to seek work, you will be asked for your P45 at the Jobcentre Plus where you have registered as a job seeker. You should also obtain a form P50 from the tax office for completion if you want to claim a tax rebate because you are not going to receive any further taxable income in the tax year.

Q: Will I have to complete a self-assessment tax return form to report my Future First cash payment?
A: If HM Revenue and Customs send you a self-assessment tax return you must complete it. You must also request a return if you believe you may have an outstanding tax liability for the year. This may be necessary if, for example, BT deducts basic rate tax from your cash payment under the PAYE rules, but your marginal rate of tax is actually at the higher rate for the year. The additional tax in these circumstances would be collected under self-assessment. If you do have to complete a tax return, the cash payment should be reported on the employment pages. (This advice will result in double taxation if the cash payment is included within P60 earnings).

Q: Where can I get help about my income tax? 
A: Your own tax office and local tax offices are available for help. The tax office which deals with the personal tax affairs of all BT people is HM Revenue and Customs, HMRC Centre 1, Queensway House, East Kilbride, Glasgow, G79 1AA.  The telephone number is 0845 070 3703. Details of local tax offices can be found in the Phone Book under 'HMRC'. Information is also available on the HMRC web site: www.HMRC.gov.uk.  


6. Long Service Awards and Testimonials


Q: Will I get a long service letter?


A: People with 20 years’ service will receive a valedictory letter. This will be sent to your home address and will arrive within four weeks after your last day of employment.


Q: Will I get any long service bonds? 
A: No, long service bonds are not payable upon leaving BT.

Q: Do broken periods of service count towards my eligibility for a valedictory letter?
A: Yes, broken periods of service count towards eligibility for valedictory letters. 

Q: Will BT contribute to my leaving party? 
A: You will be entitled to a £50 contribution to your leaving party if you have been with BT at least 15 years. Your line manager will fund this contribution and claim back through business expenses.  


7. Contractual Benefits and Company Property


Q: What happens with my annual leave?


A:  The amount of holiday entitlement for BT people is made up of two elements – statutory holiday entitlement and BT holiday (which is any contractual allowance above the statutory element).  Statutory holiday entitlement is 28 days including bank holidays and this accrues during the holiday year.  What happens when you leave BT is explained at http://humanresources.intra.bt.com/index/joining_leaving_bt/leaving/lmiscellaneous/10917/buy_back_of_annual_leav_from_1_april_2009.htm  


You should work with your manager to make sure you use all your holiday entitlement before your last day of service.  You’re entitled to payment in lieu of untaken statutory holiday, but this will happen rarely with normal holiday patterns and proper management of holidays. You’re not entitled to payment in lieu of untaken holiday above statutory holiday and no payment will be made for it. This paid leaver scheme is entirely discretionary and is a settlement of your contractual terms with BT including any outstanding BT holiday.  The discretionary cash payment acts as consideration for any and all outstanding BT holiday.  This means you won’t normally receive any other payment in relation to holiday from BT.

Q: What happens to my company car? 
A: You will be required to return it on your final day of employment. However, you may have the option to purchase your vehicle. Please visit the Fleet Sales site, www.transport.intra.bt.com and go to Forms Library on the right hand side to download BTf260 company car quotation request.  If you require any further information, please ring BT Fleet Sales on (0121) 780 7400. 

Q: Is there an opportunity to continue my medical cover? 
A: If you are currently in the BT Healthcare Scheme your medical cover will stop on your last day of service.  You will be sent details from Axa PPP healthcare offering continuation of cover if a policy is taken out within 30 days; you would be entirely responsible for all payments to maintain policy cover in the future.

Q: What happens to my AirPlus BT Corporate Card Account?
A: You must advise the Corporate Card team of your Name UIN/EIN and last day of service by e-mail to mailto:corporate.card.admin@bt.com  

You should destroy your card locally as responsibly as you would a personal credit card. 


It is your responsibility to ensure that any outstanding balances are paid in full on receipt of your final AirPlus statement. Once you have settled your final statement you should cancel any direct debit arrangements made with your bank.


Failure to settle your account may result in BT deducting any outstanding monies from your final salary or cash payment or potentially start legal proceedings to recover the debt.

Q: What about outstanding expense claims?

You must submit all outstanding business expense claims are signed off by their line manager and claimed via the business expenses system prior to their last day of service in BT.


Q: What do I need to do about BT equipment in my possession before I leave?
A: With the exception of rental free telephones, all BT property must be returned to the company on or before your leaving date. This includes laptop computers; for security reasons there is no option for you to retain your laptop.  All your pass cards, keys etc must be returned to your manager on your last day of service. Free call allowances, rental and provision of free BT Select Services will cease on your last day of service. 


If BT has purchased equipment specifically for your personal needs, you may be able to keep it. Please contact your Line Manager.


Visit the intranet to see a full exit checklist.  

Q: I am a homeworker.  What should I do about BT equipment I have at home? 

A:  Homeworkers can purchase furniture for a nominal fee if less than two years old.  If your furniture is over two years old you can keep it at no cost if agreed by your line manager.  For further details call 08702 421214 Option 1 or visit Existing Home Worker – Leaving BT.

8. Other Benefits and Company Loans  


Q: What happens to my employee broadband benefit when I leave BT?
A: Your Broadband Service reverts back to a standard customer broadband service which will be chargeable from 1st of the month after your last day of employment.  If you do not wish to retain it you can cease the service but will be held to terms of the original contract.  To arrange cessation contact Broadband Customer Action Team on 0800 800 880.

Please note that home working business broadband lines cannot be reverted to standard line rental as they are a business asset and provided solely for business use.


http://broadband.intra.bt.com/employee/faqs.cfm 


Q: I pay for my child care through salary sacrifice. What happens when I leave BT?
A: You can continue to use the funds in your childcare account to pay for childcare until they are exhausted. It is not possible to convert these funds to cash or to use them for any other purpose than to pay for childcare.

Q: I am leaving BT but won’t be drawing my pension for some time. Do I still qualify for BT employee / pensioner offers?
A: No, only BTPS pensioners qualify for pensioner discounts and only BT employees qualify for employee offers.

Q: What about  BT Sharesave, directshare and allshare?
A: Shortly after you leave BT, Equiniti will write to you with details of the choices which are open to you. If you have any queries you can call the Helpline on 0800 313 4458.


Further information is available by clicking on the link below: -http://shareholderservices.intra.bt.com/shareplans/index.htm

Q: What happens if I have executive awards or options e.g. GSOP, SIA, ISP or DBP?
A: Normally, any options or share awards which you hold will lapse on the date on which you leave BT.

Please contact either Marie Stockwell 020 7356 6867 or Graeme Wheatley 020 7356 6372 for further advice.

9. State Benefits Section


Q: Can I claim Jobseekers allowance or other state benefits if I receive Future First? 
A: This will depend on your individual circumstances (e.g. your savings, the earnings of any partner etc). You may be disqualified from receiving state benefits for a period of up to six weeks because you applied to leave BT. 


Q: Why should I register at Jobcentre Plus now rather than waiting until I am more likely to qualify for the Jobseekers allowance?
A: You should register as soon as possible to maintain your national insurance contribution record during any period of unemployment. Contributions are not normally backdated to a date before registering as a job seeker.

Q: Will delaying payment of my cash payment under the SYP option affect my entitlement to state benefits in future years? 
A: Receipt of income in future years may affect entitlement to some state benefits. 


Q: Where can I get more information about state benefits? 
A: From your local Jobcentre Plus office. See http://www.jobcentreplus.gov.uk/cms.asp?Page=/Home 

10. Spread Your Payment (SYP)


Q: What is the SYP option? 


A: This option allows you to have your cash payment deferred and/or paid in instalments, which may be tax efficient, depending on your individual circumstances. 


Q: If I choose the SYP option, will the £30,000 tax free sum be applied as my first SYP payment?


A: If you choose the SYP option you will need to show on the application form the full amount you wish to receive on your last day of employment as the first SYP payment. The second box will be the second payment and any balance will be the 3rd payment.  The first £30,000 of your payment will be tax free.

Q: Why would I want to delay receiving some of my cash payment?


A: There are a number of reasons. For example, you may prefer to spread the payment to assist with cash flow after you leave BT. You may wish a payment to coincide with known outgoings such as one off mortgage repayments, children starting at college, or to provide an income until your pension comes into payment etc. There may, in some cases, also be a tax advantage in delaying payment to later years. 


Q: Will there be a tax advantage in delaying my cash payment? 


A: You will pay tax on the amount of the cash payment which exceeds £30,000 at your marginal rate of income tax for the tax year of receipt. SYP could reduce the total amount of tax, which is paid on the excess above £30,000, as compared to a one off cash payment. For example, if you are a higher rate taxpayer currently paying tax at the higher rate on your income from BT, or if the cash payment would otherwise bring you into a higher tax band, receiving all of your cash payment on your last day of employment would normally result in the excess above £30,000 being taxed at the higher rate. However, delaying payment of the excess above £30,000 until a tax year in which your marginal tax rate is less than the higher rate would result in an overall tax saving.


If you do not expect your marginal tax rate to reduce after your employment with BT ends, there would be no tax advantage in expressing a preference to delay receipt of some or all of your cash payment (although you may have other reasons for wanting the payment to be delayed).

Q: Would my cash payment still be taxable under SYP? 


A: Yes, SYP does not alter the general principle that your cash payment is tax free up to £30,000 and taxable above £30,000. Where the payment (after using the increase your fund option where applicable) is deferred or paid in installments, the £30,000 tax exemption will be applied progressively against successive payments until the £30,000 tax free element is used up. A deferred payment or installment payment which exceeds £30,000 will, however, count as employment income for the tax year in which the payment is received and will therefore be taxable by reference to tax rates, tax free amounts and tax bands for the tax year of receipt (see below). Once you have left, BT will tax any SYP at basic rate. Depending on your total income for the year, you may be entitled to a tax refund or you may have to pay additional tax.  HM Revenue and Customs will inform you. 


Q: Do SYP instalments have to be equal? 


A: No. You may have your aggregate cash payment paid in whatever proportions you wish over up to three tax years. 


Q: Can I spread my cash payment over more than three tax years? 


A: No, this is not allowed. Payment will be limited to a maximum of three payments – one on your last day of service, one on 30 April in the next tax year, and any balance on 30 April in the following tax year. You may express a wish in relation to how your aggregate cash payment is split over these payment dates. If you leave on 31 December 2010 you could receive one instalment on 31 December 2010, one instalment on 30 April 2011 and one instalment on 30 April 2012. You can allocate how much of the cash payment is paid on each of these dates. 

Q. Can I express a wish to have the total amount deferred? 


A: Yes, but it must be paid by the end of the second tax year following your date of leaving. 


Q: How do I express a preference for SYP? 


A: By completing your application to leave and the option choices on the online application form.


Q: Can BT guarantee that my cash payments will be spread as I wish?


A: The dates and amounts of your cash payments will be formalised and advised to you in your termination statement. BT will make every effort to pay the cash payment in accordance with your stated preference, provided the election of options has been received in advance of you leaving BT.

Q: If I elect to delay payment of some or all of my cash payment, can I subsequently change my mind? 


A: No.  Once you have submitted the details you will not be entitled to receive the cash payment until the chosen payment dates. 

Q: I have applied for SYP. Can I change my mind about the options or the amounts allocated to each option? 


A:.No.  Once your application has been approved it is not possible to change your options or the amounts allocated.

Q: Will BT pay me interest on any of my cash payment which is paid by instalment?


A: No.

Q: What happens to any cash payment should I die before receipt?


A: Any outstanding amount would be paid in full to your personal representatives as soon as possible after your death. The payment would count as employment income for the year of receipt and would be taxable on your estate to the extent that the aggregate cash payment exceeds £30,000.


11. Pension Schemes Section – For BT Pension Scheme Members

Q: What does the ‘easement’ mean?


A: Benefits built up to 31 March 2009 will have a normal pension age of 60, whilst benefits built up after that date will have a normal pension age of 65. The easement allows benefits built up before and after 1 April 2009 to be calculated on a normal pension age of 60. Therefore any reduction on account of early payment will be based on a normal pension age of 60.


You will benefit from the easement if:


· you leave BT before 1 April 2012 and immediately draw your pension on leaving; or

· you leave BT under the Future First scheme and draw your pension at least 12 months after leaving service, but before 1 April 2012. You will not benefit from the easement if you draw your pension within twelve months of leaving or after 31 March 2012.


You will not benefit from the easement if you had previously opted out of BTPS membership before leaving employment.


Q: I have just tried to request a pension benefit statement on-line and have been told that one is not available.  Why is that?
A: Some people will find that statements are not immediately available on-line because some manual intervention is required.  This could include anyone who: - 


· Changed from part time to full time in the last 12 months


· Changed from Inner to Outer London Weighting in the last 12 months


· Has a court order, pension sharing order or earmarking on their record.


· Has transferred in to BT under a TUPE arrangement.


· Is in an ex patriot pay group

· Is taking their pension


Please either refer to the last statement you received in the post or, call 0800 731 4747 to obtain your pension benefit figures over the phone.


Q: Will my pension be reduced if I take my BT Pension Scheme (BTPS) pension early, and if so, by how much?
A: Your BTPS pension (and any lump sum due) will be reduced, currently by approximately 5% for each year that the pension is paid before the scheme’s normal pension age (although the reduction may vary from time to time). This is age 60 for benefits built up before 1 April 2009, and age 65 for benefits built up from 1 April 2009. However, if you take up Future First and draw your pension at least 12 months after leaving BT, but before 1 April 2012, your benefits built up before and after 1 April 2009 will be based on a normal pension age of 60, and any early retirement reduction will be applied to that pension age. 

Q: Can I receive my pension before age 60 and what is the earliest age I can begin to receive my pension?
A: Yes, if you are a BTPS member you can normally apply for your pension to be paid at any time after age 50, subject to an early retirement reduction because it will be paid for longer than originally expected. If you joined the BTPS after 5 April 2006 then the earliest age at which you can draw your pension is age 55.


Under the Future First terms and conditions you must wait at least twelve months after your last day of service to apply for your pension in order to benefit from the pension enhancement.  If you elect to take your pension before twelve months has passed you will not receive the pension enhancement.

Q: How will the recent Government legislation on ‘minimum pension age’ affect the early payment of my pension?
A: From 6 April 2010 the minimum pension age will rise to age 55. However, for employees who were members of the BTPS at 5 April 2006, the minimum pension age will remain age 50, even after 5 April 2010. So there is no change for these members. 

Q: If I decide to take my pension early, can I also opt to take a lump sum from the pension scheme or will I have to wait until I'm 60?

A: One of the options you have if you have decided to retire is to take a reduced pension and a tax free lump sum; however both the pension and the lump sum must be taken at the same time and will be reduced because you are receiving these benefits before the scheme’s normal pension age of 60 for benefits built up before 1 April 2009 and age 65 for benefits built up from 1 April 2009. But, see the question dealing with the ‘easement’ if you leave BT under Future First or if you wish to resign from BT and draw an immediate pension before 1 April 2012.


 The reduction is currently approximately 5% for each year that you have retired early.

Q: If I ask for my pension to be paid early can BT or the Trustee of the BTPS refuse my application?
A: No, the Rules of the BTPS give you an entitlement to draw your pension early if you so choose, (subject to your reduced pension not being less than the minimum pension you would have received from the State had your employment not been contracted out of the State Earnings Related Pension Scheme [SERPS] or the State Second Pension [S2P]).

Q: What is the quickest way for me to work out for myself the BTPS pension I might expect if I decide to apply for Future First?
A: You can use the on – line ‘Future First Modeller’ to obtain an estimate of the BTPS pension. Using the modeller does not commit you to Future First, or the ‘increase your fund’ option. The useful modeller tool can be accessed at: 

http://www.bt-futurefirst.co.uk

Q: I am 56 now with 38 year’s pensionable service, and will have 40 years’ pensionable service if I stay until I am 58. If I leave now will I be able to receive my BTPS pension at age 58 without an early retirement reduction being applied?
A: No. Your entitlement is to a deferred pension payable at age 60 (for benefits built up before 1 April 2009 and age 65 for benefits built up from 1 April 2009, subject to the easement covered in a separate question) based on your service at leaving. Therefore, if you choose to receive your pension at age 58 it (and any lump sum due) will be subject to the standard early retirement reduction on account of early payment. As a basic estimate, your benefits are reduced by 5% for each year that you choose to take your pension benefits before the normal pension ages of 60 and 65 above.   However, under Future First by waiting at least 12 months after your last day of service to take your pension you will benefit from an enhancement of up to 2 additional years of pensionable service.  

Q: I am aged 58 with 40 years’ pensionable service. Can I receive a cash payment and also receive my BTPS pension immediately without an early retirement reduction being applied? 

A: No. Your pension built up before 1 April 2009 will have a normal pension age of 60 whilst benefits built up from 1 April 2009 will have a normal pension age of 65. If you take it early it will be subject to an early retirement reduction. You will also receive no pension enhancement under Future First if you leave and retire immediately.  However, if you take up Future First and draw your pension at least 12 months after leaving BT, your benefits built up before and after 1 April 2009 will be based on a normal pension age of 60, and any early retirement reduction will be applied to that pension age. 

Q. I am a member of the BTPS over age 63 with long service. If I am credited with the full two years of addiional pensionable service under Future First  I will have more pensionable service than I could have built up at my normal pension age of 65. Will the Future First credited pensionable service be limited in any way?


A. Yes. Your credited  pensionable service under Future First will be restricted so that your total pensionable service at your normal pension age of 65 will not be greater than the pensionable service you could have built up had you stayed in pensionable employment to age 65.


12. Pension Schemes Section – For BT Retirement Saving Scheme Members

Q: Can I receive my pension before age 60 and what is the earliest age I can begin to receive my pension?

A: If you are a BT Retirement Savings Scheme (BTRSS) member you also can apply for your pension to be paid at any time after age 55.


Under the Future First terms and conditions you must wait until at least twelve months after your last day of service to apply for your pension in order to benefit from the pension enhancement.  If you elect to take your pension before twelve months has passed, or you have transferred your benefits out of the BTRSS to another pension arrangement, you will not receive the pension enhancement.

Q. I am a member of the BTRSS over age 63.  If I am credited with the full two years of addiional contributions under Future First I will have received more contributions than I could have received up at my normal pension age of 65. Will the credited contributions be limited in any way?


A.  Yes. Your credited  contributions under Future First will be restricted so that your credited contributions to your normal pension age of 65 will not be greater than the contributions you could have received had you stayed in pensionable employment to age 65.


13. Increase your Fund (IYF) Section


Q: What is IYF? – [for BTPS members]
A: IYF is a tax efficient option that enables you to direct part of your cash payment into an investment fund within the BT Pension Scheme (BTPS), thereby avoiding tax on that payment. Furthermore, when your pension goes into payment it may be possible to take some, or all, of that accumulated fund out as a tax-free cash lump sum as part of your overall BTPS retirement benefits, depending on your individual circumstances. Initially, the money will be paid into the Abbey deposit fund, and you will be able to transfer it into any of the other funds available after you have left BT. You can switch your monies to any of the in-house additional voluntary contribution (AVC) funds by writing to Accenture HR Services, Venture House, Venture Way, Chesterfield S41 8NR. 


If your income (including the Leaver payment above £30,000) exceeds £130,000 in the current or in any of the two previous tax years there may be a special tax charge of between 20% and 30% which will be collected under Self Assessment on the amount paid under IYF. For more information see 


http://www.hmrc.gov.uk/pbr2009/pbrn18.pdf

Q: What is IYF? – [for BTRSS members]
A: IYF is a tax efficient option that enables you to direct part of your cash payment into an investment fund within the BT Retirement Savings Scheme (BTRSS), thereby avoiding tax on that payment. Furthermore, when your pension goes into payment it will be possible to take 25% of that accumulated fund out as a tax-free cash lump sum as part of your overall BTRSS retirement benefits. The funds available are the same as those available to your standard contributions. The IYF fund will be invested in the existing BTRSS funds in the same proportion as your current contributions are invested. 


If your income (including the Leaver payment above £30,000) exceeds £130,000 in the current, or in any of the two previous tax years, there may be a special tax charge of between 20% and 30% which will be collected under Self Assessment on the amount paid under IYF. For more information see. http://www.hmrc.gov.uk/pbr2009/pbrn18.pdf

Q: How long after I have left BT will the IYF money be paid into my pension scheme?


It can take up to one month before the payment is transferred from BT into your pension scheme. No interest will be paid during the period of leaving BT and the date the money is paid into the pension scheme.


The following questions relate mainly to BTPS members.


Q: What are the key features of IYF?


A:


· tax is not charged on any amount paid into the scheme under IYF 

If your income is £130,000 (including the Leaver payment above £30,000) or more in the current or in any of the previous two tax years there may be a special tax charge of between 20% to 30%, which will be collected under Self Assessment. For more information see: 


http://www.hmrc.gov.uk/pbr2009/pbrn18.pdf

· the accumulated funds grow free of income tax and capital gains tax 

· within the overall 25% maximum tax free cash limit it may be possible to draw some or all of the accumulated funds out as tax free cash 


· drawing the lump sum from the IYF fund at retirement means that you may not need to exchange your core BTPS pension, or as much of it, for a lump sum  


· in most circumstances the more that is directed into IYF, the more that can come out as a tax-free lump sum 


· choice as to which funds the money is invested in

· any amount not taken as a lump sum will be applied to purchase pension from an insurance company 


Q: What IYF funds can I invest my Future First cash payment in? (BTPS only)
A: The funds are similar to the AVC funds under the Scheme and are:


- Abbey (deposit)


- Standard Life With-Profit


- Legal & General UK Equity Index (passive)


- Legal & General Global Equity (passive)


Q: Why is the money initially paid into the Abbey Fund for BTPS members?
A: As you will have many decisions to make before you leave BT under Future First, the payment will be made into the Abbey deposit fund because that fund cannot go down in value. At any time after you have left BT you can switch money out of that fund into any of the other funds available.

Q: Can the value of the IYF funds fall as well as increase?
A: Yes.  The value of your funds (other than the Abbey deposit fund) can go down as well as up. They reflect the underlying value of the funds they are invested in.

Q: Why is my IYF amount not shown on my deferred letter?    


A:IYF is paid to an external investment provider and is held separately by the provider and a separate annual statement will be sent to your home address.


Q: Can the Future First cash payment paid into the scheme be taken out as tax-free cash?
A: 25% of the capital value of your benefits can be taken out of the Scheme as a tax-free cash sum. Therefore it may be possible, depending on your individual circumstances, to take the whole of the accumulated IYF fund represented by the cash payment as a tax-free cash sum as part of your overall benefits instead of giving up some of your main BTPS pension,

Q: I am a BTPS Section B member. Can you give me an example how IYF might work at retirement?
A: If, for illustration purposes, we assume that your pension is £10,000, the lump sum is £30,000, and the value of your accumulated IYF fund is £25,000, the capital value of your benefits would be:


Pension £10,000 x 20 

= 
£200,000


Lump sum 


= 
£  30,000


IYF Fund 


= 
£ 25,000

Total



= 
£255,000


The maximum tax-free lump sum that can be taken is 25% of the above total i.e. 25% x £255,000 = £63,750.


This means that not only can you take the standard 3/80ths lump but you can also take the full IYF fund represented by the Leaver payment as a tax-free lump sum. You can also give up some of your standard BTPS pension to provide an additional tax-free cash sum.

The factor of 20 above is illustrative and may be different in your individual circumstances.

Q: I am a BTPS Section C member. Can you give me an example how IYF may work at retirement?
A: If, for illustration purposes, we assume that your pension is £15,000 and the value of your accumulated IYF fund is £25,000, the capital value of your benefits would be:


Pension £15,000 x 20

= 
£300,000


IYF Fund 


= 
£ 25,000

Total 



=
£325,000


The maximum tax-free lump sum that can be taken is 25% of the above total i.e. 25% x £325,000 = £81,250.


This means that not only can you take the full IYF fund represented by the leaver payment as a tax-free lump sum, but in addition, you can give up some of your standard BTPS pension to provide an additional tax-free cash sum. The amount of pension given up would depend on annuity rates at the time you draw your pension.


The above example has been simplified and does not take account of the way pension and lump sum builds up from 1 April 2009.

The factor of 20 above is illustrative and may be different in your individual circumstances.

Q: How much of my Future First cash payment can I direct into IYF?
A: You can direct as much of the cash payment as you wish (minimum £1,000, increasing in multiples of £100), subject to the limits for pension benefits set by HMRC. Very few people are likely to exceed those limits, but a check will be carried out before the money is paid into the Scheme.


Q: Can I elect to direct part of my cash payment to IYF after I have left BT?
A: No. HM Revenue and Customs requires your agreement to be given before your last day of service.

Q: If I elect to direct some of my cash payment into IYF, can I subsequently change my mind?
A: No. Once you have submitted the election option details the HM Revenue and Customs will not allow you to change your mind.

Q: Will I pay tax on the amount I direct towards IYF?
A: No, you will not pay tax on the amount paid into the scheme under IYF.

If your income is £130,000 (including the Leaver payment above £30,000) or more in the current or in any of the previous two tax years there may be a special tax charge of between 20% to 30%, which will be collected under Self Assessment. For more information see:

http://www.hmrc.gov.uk/pbr2009/pbrn18.pdf

Q: Do I have to take the accumulated fund at retirement as a tax-free cash sum?
A: No, you do not have to take the accumulated fund as tax-free cash sum and you may, if you wish, have it applied to purchase an annuity from an insurance company. You may wish to take independent financial advice if you do not wish to take the accumulated IYF funds as tax free-cash.

Q: If I have taken the maximum tax-free cash sum and there is still money in the IYF fund, do I lose it?
A: No. The money remaining in the scheme will be applied to purchase an annuity for you from an insurance company.

Q: If I decide to have some of the accumulated fund applied to purchase an annuity, what type of annuity can I have?
A: You may choose to buy an annuity with the following characteristics:


Single life - i.e. the annuity payments stop on your death 


Joint life – the annuity continues to your spouse on your death at the rate specified at the time of purchase i.e. 1/2 or 2/3 


Level – any of the above but with no cost of living increases added 


Increasing – increases each year by 3%, 5% or RPI, depending on the choice you made when the annuity was purchased 


The more “add-ons” you choose, the lower will be the starting level of the annuity.


Q: Can I direct as much as I like towards IYF?
A: You cannot pay more than your Future First cash payment. Furthermore, as the first £30,000 is tax-free you may consider it more tax efficient to take that amount out as cash; the choice is yours. There is also an HM Revenue and Customs requirement which limits the maximum amount that can be paid, although very few people are likely to exceed those limits. A check will be carried out before the money is paid into the Scheme.

In addition, if your income (including the Leaver payment above £30,000)  is £130,000 or more in the current or in any of the two previous tax years there may be a special tax charge of between 20% to 30%, which will be collected under Self Assessment. For more information see 


http://www.hmrc.gov.uk/pbr2009/pbrn18.pdf

Q: My total income (including the leaver payment) is over £130,000. By applying some of my leaver payment IYF will I still get full tax relief on that payment?


A: If your total income is over £130,000 and you apply some of your Leaver payment to IYF this will not reduce the amount below £130,000 for HMRC purposes as the amount applied will be added back to your income to determine whether your income exceeds £130,000. If your income does exceed £130,000 you will be liable to a ‘special annual allowance’ tax charge on that payment of between 20% to 30% in the following year under self assessment. For more information see 


http://www.hmrc.gov.uk/pbr2009/pbrn18.pdf

Q: The decision as to whether I should direct some of my Future First cash payment into IYF is very complicated. In addition to the information I have received from BT, where else can I get advice?
A: You may wish to obtain financial advice from an Independent Financial Adviser (IFA).  A local Independent Financial Adviser can be found at www.unbiased.co.uk or telephone 0800 085 3250 (Type talk 0800 083 0196).

Q: What do I do if I have a question on IYF that isn't covered in this document?
A: You can call Peopleline on 0800 731 4747 who will provide you with a reference number for your call and someone will respond to your question.


End  
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