Getting on at Work

Financial Capability at Work

Unit title: Understanding
pensions



Unit summary

ﬁaarning outcomes \

By the end of this unit learners will be able to:

Understand the principles and purpose of
pension schemes

Understand main pension options in the UK
Understand the state pension scheme
Understand additional pension schemes
Understand the language used to describe

pensions /

mork place context

A number of factors are contributing to
concern about pension funds in the future.
There is increased emphasis on planning for
retirement and also having additional savings
or funds for the future. At the same time, other
pension schemes have failed to deliver, so

there is a real need for people to be well-
informed in order to make wise choices.

o /

/Underpinning skills and knowledge

Activities in this unit will contribute to the development of the following skills:
Finding relevant information
Reading and understanding information about pensions
Recording findings using a pro forma

Learners will also be asked to draw upon their own experiences in the workplace.

\_
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Unit summary

ﬁearning activities \

Why bother?

Pension options

Finding out about pensions
Reflect on own learning
Level 2 Assignment

\_ /

FCAWG6.1 Summary of pensions

FCAWG.2 Pension fact sheet

FCAWG.3 Places to find information

FCAWG Level 2 Assignment

Learning Log

A range of leaflets and information guides available from Directgov or The Pension
Service. Links are listed at the end of this unit.

Access to the internet

- /
ﬁccreditation \

Course activities in this unit can provide Level 1 learners with evidence for GoawW
Financial Capability at Work, Unit 6: Understanding pensions. Entry Level learners will
require support to achieve the unit and there are suggestions for support included in the
teacher notes. A Level 2 assignment is included for more confident learners.

okrwbhE

Encourage all learners to use the Learning Log to reflect on and record their learning.
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ACTIVITY 1: Why bother?

Aims:

Understand the purpose and importance of pension schemes.
Understand the basics of how pension schemes work.

Activity:

Play the BBC Raw Money videos:
http://www.bbc.co.uk/raw/money/saving_up/deciding_on_a_pension.shtml Video Clip 1
http://www.bbc.co.uk/raw/money/saving_up/planning_for_retirement.shtml Video Clip 1
Ask learners if they all know the date that they will retire. Use either the tables from The
Pension Service’s ‘State Pensions — Your guide’, page 13 onwards:
http://www.direct.gov.uk/prod_consum_dg/groups/dg_digitalassets/@dg/@en/@over50/
documents/digitalasset/dg_180197.pdf or the State Pension Age Calculator online:
http://www.pensionsadvisoryservice.org.uk/state _pensions/SPA _Calculator for each
learner to find out the exact date when they will be eligible for a State Pension.

o lIs this different from the date you anticipated?

o Would you like to work for more or fewer years than this?

o Have you thought about how you will cope financially when you retire?
Ask learners about their knowledge of pensions:

o What sort of pensions do you know about?

o How do they work?

0o How important is it for us to plan for retirement?

o How soon should we start thinking about this?
In pairs, ask learners to come up with some good reasons for planning ahead for
retirement. Jot these down and share them as a group.
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ACTIVITY 1: Why bother?

Teacher notes

Ensur e that the following points are covered during the activi ty:

You need to plan ahead for retirement.
The State Pension is probably not enough to manage on when you retire.

It's best to make some other arrangements such as savings, other pensions or
investments.

Pensions basically work by you paying money in to build up a pension fund.

SfL/Entry L evel support

Learners may need support to use the tables in The Pension Service’s ‘State
pensions — Your guide’.
Ensure that terminology is understood and always interpret abbreviations.

Suggestions for extension activities

Find out about the average life expectancy after retirement.

Investigate differences across a range of occupational areas as relevant to
workplace settings.

Notes
Throughout this module, it is important to ensure that information is current. Pension
information changes all the time and needs to be checked.
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Literacy, Language and Numeracy

There are opportunities to support and develop the following skills during Activity 1:

Core Curriculum

Ref Descriptor Functional Skills

Listen for and identify relevant information .

SLIr/E3.3 and new information from discussions, E_ntry Level Speaking and

: : istening

explanations and presentations

Rt/E3.5 Understand and use organisational features Entry Level Reading
to locate information

SLd/L1.1 Follow and contribute to discussions on a Level 1 Speaking and Listening
range of straightforward topics
Use organisational features and systems to

Rt/L1.4 Level 1 Reading

locate texts and information e.g. contents,
menus, subheadings, paragraphs
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ACTIVITY 2: Pension options

Aims:

To understand that there is a range of pension options.

Activity:

Draw three large circles on the flip chart.

Play the remainder of Deciding on a pension from BBC Raw Money:
http://www.bbc.co.uk/raw/money/saving_up/deciding_on_a_pension.shtml to raise
awareness of the range of pension options available. Ask learners to name the three
main types of pension and add these to the circles: ‘State Pension’, ‘Occupational (work)
Pensions’ and ‘Private Pensions’.

Go through each heading and as a group discuss each one, drawing on the existing
knowledge of the group and providing information where this is lacking. Provide each
learner with a summary sheet (Resource FCAW6.1 Summary of pensions ) of the
pension types.

Learners may add additional notes as required.
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ACTIVITY 2: Pension options

Teacher notes

Ensure that the following points are covered during the activi ty:

State Pensions are available to most people, but eligibility for a full State Pension
varies according to National Insurance contributions and other factors, such as time
out to raise children etc.

State pension funds are stretched and, as the population lives longer, they will be
more difficult to maintain.

There are many changes to the State Pension at the moment, and everyone should
check their own eligibility.

Occupational pensions fall into two main groups: Salary Related and Money
Purchase.

All employers with five or more employees should offer some pension services.
There are many benefits to occupational benefits: employer contributions and tax
relief.

There are many other private pensions, although they all work by building up funds
for your retirement.

Taking advice about pensions is very important.

SfL/Entry L evel support

Information in this unit can be quite complex. Learners should be supported to write
notes and to summarise key points.

Suggestions for extension activities

Find out what pension schemes are available in the company that they work for.
Feedback to the group.
Bring in information leaflets from home about pension schemes that they use.

Notes
Bring in a pension expert from the union or a local adviser to give a brief outline of each main
category of pension and to be on hand through the session for advice.
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Literacy, Language and Numeracy

There are opportunities to support and develop the following skills during Activity 2:

Core Curriculum

Ref Descriptor Functional Skills

RW/E3.1 Reco_gr_lise and understand relevant Entry Level Reading
specialist key words
Recognise and understand the vocabulary

Rw/L1.2 associated with different types of text, using | Level 1 Reading
appropriate strategies to work out meaning

WW/E3.1 Spell correctly common words and relevant Entry Level Writing
key words

WHL1.5 Use format and structure for different Level 1 Writing

purposes

Notes

Many of the activities require learners to listen, discuss and feedback information. These
activities provide opportunities to develop speaking and listening skills.
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ACTIVITY 3: Finding out about pensions
Aims:

Understand how the State Pension works.
Understand how occupational pensions work.
Understand how private pensions work.

Activity:

Learners will need access to a range of resources and websites in this session. Plan ahead to
ensure that there are sufficient copies of key documents.
Complete the priorities activity on screens 3 and 4 of Planning for Retirement:
http://www.bbc.co.uk/raw/money/saving_up/planning_for_retirement.shtml
Alternatively (if web access is not available), complete a mini budgeting exercise asking
learners to think about their expenses when they reach retirement age.
o List the essential and non-essential items that you will have to pay for when you
retire.
How much do you think you will need each week/month to survive?
How much do you think you will need each week/month to live comfortably?
How would you manage on the Basic State Pension?
What else can you do to ensure you have enough money when you retire?
o How can you decide which options are going to best for you?
Explain to learners that they will be working in pairs to research different pension types
and options. The information they find will then be shared with the group.
Using Resource FCAWG6.1 Summary of pensions , allocate different pension types to
pairs and provide them with Resource FCAW6.3 Places to find information , which
lists a range of resources and internet links to use for research. Pension types that can
be explored are as follows:
0 Basic State Pension
Minimum State Pension and Pension Credits
Additional State Pension
Occupational Pensions — Salary Related
Occupational Pensions — Money Purchase Pensions
Personal pension schemes
Stakeholder pension schemes
Ask learners to use the headings in Resource FCAWG6.2 Pension fact sheet to record
their findings. These should be in note form only.
At the end of the session, learners should feedback to the group and respond to
questions. Learners can all have additional blank copies of Resource FCAW6.2
Pension fact sheet so that they can also write notes about each pension type.
Returning to Resource FCAW6.1 Summary of pensions , lead a discussion about the
different pension types and the pros and cons of each.

O O OO

O O O0OO0OO0Oo
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ACTIVITY 3: Finding out about pensions

Teacher notes

Ensure that the following points are covered during the activi ty:

Most people will struggle to survive on a State Pension, so should be planning for
the future.

This is a complex area and learners will need guiding to the key points about each
pension. It is not possible to capture all the variations.

Make sure that you cover relevant company pensions or special occupational
pensions that are available to learners.

Follow the key tips outlined in the BBC Raw Money site:

http://www.bbc.co.uk/raw/money/saving up/planning for retirement.shtml

SfL/Entry L evel support

Learners may need support for the budgeting activity.

Most learners will need support to extract information from a range of texts. Use
peer support to help with reading activities, but also introduce reading strategies
such as scanning for headings, using highlighter pens and sticky notes to mark key
information.

Suggestions for extension activities

Construct a comparison table which shows some of the main features of different
pension types. Headings might include:
o Available to?
Tax relief?
Employer contributions?
Lump sum?
Annuity?
Managed by?

© 0O O0OO0Oo

Notes
Ensure that information accessed is up-to-date.
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Literacy, Language and Numeracy

There are opportunities to support and develop the following skills during Activity 3:

Core Curriculum
Ref

Descriptor

Functional Skills

Trace and understand the main events of

Rt/E3.1 chronological, continuous, descriptive and Entry Level Reading
explanatory texts
Rt/E3.5 Understa_nd and use organisational features Entry Level Reading
to locate information
Rt/E3.8 %t;tjlirgspecific information through detailed Entry Level Reading
Use organisational features and systems to _
Rt/L1.4 locate texts and information e.g. contents, Level 1 Reading
menus, subheadings, paragraphs
Use different reading strategies to find and :
RULL.5 obtain information Level 1 Reading
WLLL5 Use format and structure for different Level 1 Writing

purposes
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ACTIVITY 4. Reflect on own learning

Aims:

To summarise learning about pensions.
To confirm understanding of language used during the session.

Activity:

Conduct a short quiz based on words and abbreviations used during the session. This can
be organised by learners who feel confident about the topic.
Recap on activities and ask learners to think about the key points. Refer to summary sheet
(Resource FCAW 6.1 Summary of pensions ) and ask questions about each section.

As a group, construct a tips list. Include:

o

O O0OO0OO0OO0OO0O0o

o

Start to think about pensions early.

Decide what your needs will be.

Decide what extra money you can afford to pay towards a pension.

Ask for professional advice.

Shop around for the best deals.

Check your State Pension Age and predicted pension.

Don't put all your eggs in one basket — have a range of options, if possible.
Review the situation regularly — check annual statements.

Add others as appropriate.

Ask learners to complete the Learning Log .

Getting on at Work



ACTIVITY 4: Reflect on own learning

Teacher notes

Ensure tha t the following points are covered during the activi ty:

Pensions are complex and changing all the time.
Be clear about your own needs and seek advice.

SfL/Entry L evel support

Financial language and abbreviations can be confusing. Build confidence by regular
use and also help learners to unpick abbreviations for themselves using initial
letters.

Learners at this level are only required to identify one main learning outcome in the
Learning Log . Some learners may need support to complete this.

Learners who need further support for numeracy and/or reading strategies can be
directed towards SfL provision or learndirect activities.

Suggestions for extension activities

Ask learners to complete the Level 2 Assignment . For Level 2 learners, it is
expected that this is completed independently.
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Resource FCAW6.1 Summary of pensions

State

Basic State Pension
Additional State Pension
Mini mum State Pension
Pension Credits

Occupational Private

Salary Related
Money Purchase

Personal
Stakeholder

Other ways to prepare for retirement:
Savings
Investment
You can also think about working
beyond retirement age
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Resource FCAWG.2 Pension fact sheet

Complete the boxes below with facts that you find.

Pension name:
Otherwise known as:

Pension type:

How does it work?

Who is it for?

Benefits / advantages

Risks / disadvantages

Notes

Getting on at Work
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Resource FCAWG.2 Pension fact sheet - S ample Answers

-
Pension name: Basic State Pension

Otherwise known as: BSP
_

Pension type: Government operated pension scheme.

Paid for by National Insurance Contributions (NICs).

Provides people of retirement age with a basic income.

The money paid in now is used for pensions now — it is not paid into a fund.
There is also an Additional State Pension and a Minimum State Pension.
There are Pension Credits available for some people.

How does it work?

All those of State Pension Age who have made a minimum number of
contributions through National Insurance.
Spouses of those who have paid full contributions.

To qualify for a full State Pension, you should have paid contributions for
30+ years. This is changing, so needs to be checked.

There are arrangements for other people who have been unable to work or
have not been able to pay full contributions. Self-employed people also
have different NI arrangements.

Some people are not eligible at all.

Check with DWP/ The Pension Service.

Who is it for?

Provides a basic income.

Current (April 2010) Full State Pension rates:
Around £97 per week for single person.
Around £156 per week for a couple.

NI is taken straight out of wages.

Benefits / advantages

Only provides a basic income. Many people will need an additional source
of income to have the lifestyle they want.

Risks / disadvantages The State Pension system is stretched to the limit as people live longer.
Not funded. The money being paid in how is paying the pensions of retired
people today.

Lots of changes to the State Pension schemes happen  ing at the
moment. Check these out.

State Pension Age (SPA) is changing to ensure that both men and women
are eligible at the same time. It is also getting later. People born after 1978
will not be eligible until they are 68. Everyone needs to check their own
dates (see page 13 State Pensions — Your guide).

People have different circumstances that will affect their State Pension.
Everyone needs to check their State Pension Age and their eligibility,
especially if they are self-employed, have an interrupted employment history
or have not worked for any reason.

Notes
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Resource FCAWG6.3 Places to find information

State Pensio

ns — Your guide published by The Pension Service, part of the Department for

Work and Pensions

Pensions — the basics (PTB 1) published by Department for Work and Pensions, located
through Directgov

Just the facts about pensions  published by Financial Services Authority

Just the facts about Stakeholder pensions published by Financial Services Authority
Introduction to Pensions Glossary  developed by the College of North East London for the

TUC

Websites:

The http://www.thepensionservice.gov.uk/

Pension

Service

Financial | www.fsa.gov.uk

Services http://www.moneymadeclear.fsa.gov.uk/pdfs/pensions_ink.pdf

Authority | http://www.moneymadeclear.fsa.gov.uk/pdfs/stakeholder_ink.pdf

TUC http://www.worksmart.org.uk/money/viewsection.php?sen=3

Worksmart

Pensions | http://www.pensionsadvisoryservice.org.uk/

Advisory

Service

Money http://www.moneybasics.co.uk/financial-planning/retirement/financial-planning.html
Basics

BBC Raw | http://www.bbc.co.uk/raw/money/saving up/deciding _on_a pension.shtml

Money http://www.bbc.co.uk/raw/money/saving up/planning for retirement.shtml
Directgov | http://www.direct.gov.uk/en/AdvancedSearch/Searchresults/index.htm?full Text=pensions
Any pension booklets from commercial pension providers: banks, insurance companies,

retailers, etc.
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FCAWG Level 2 Assignment

In this task you are going to create a poster of leaflet encouraging other people to take up
pension schemes.

Designing a poster or leaflet
Part 1 — Choosing the content
Your poster/leaflet is going to be informative and persuasive .

Don’t choose yet whether to make a poster or a leaflet, as this will depend on the information
you want to use.
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FCAWSG Level 2 Assignment

Part 2 — Designing the poster/leaflet

(continued)

There are several things that you can do to make the information clear and persuasive:

Proofread your work.

Let someone else look at
it to check it makes
sense and is easy to
read.

Plan your work in rough
first, so that you can work
out where everything
should go for maximum
impact!

Use a variety of styles such as
bullet points and information
boxes to make important points
stand out.

Use different font sizes,
bold, italics or colour to make
important words stand out.

Use positive language
to encourage rather
than challenge or
panic the reader.

/Where appropriate, use a \
light-hearted ‘chatty’ tone to
reassure the reader (but
remember that the

message is serious).

\_
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Find examples of
interesting posters or
leaflets and study the
style.

Include amazing facts or
statistics to support your

points.
-

J

Use headings that catch
the attention.
For example:

.

J

Use subheadings to
organise the information
into sections.

\_

J

Use clear, simple
language or explain any

technical terms.
\_

Use colour and

Be direct. Use ‘you’ or ‘we’ to
make readers feel it is
important to them. You can
even ask questions to make
them think.

pictures to make it
look interesting.
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Literacy, Language and Numeracy

There are opportunities to support and develop the following skills during the Level 2
Assignment:

Core Descriotor Functional
Curriculum Ref P Skills
WtL2.1 Plan and draft writing Level 2 Writing
Wt/L2.2 Judge how much to write and the level of detail to include Level 2 Writing

Use format and structure to organise writing for different Level 2 Writing
Wt/L2.4
purposes
Enter, organise, develop and bring together information to suit
Dl/6 content and purpose (if the chosen format is created on Level 2 ICT
computer)
WHL2.6 Use different styles of writing for different purposes e.g. Level 2 Writing

persuasive technigues, supporting evidence, technical vocabulary
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Think about what you have done today.
What are the most important things you
have found out — the positive outcomes?
What difference can these positive
outcomes make to you?

What would you like to find out more
about?

Learning Log

; Use theanswers to these questions to
Name: .
complete the Learning Log below.

Date: N /\

\
/,
Unit title: w u

Positive outcomes from the Applying these positive outcomes in the future:
training:

N

In the future | would like to find out more about:

Notes
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Links to other resources

For this unit it will be useful to gather some pension information from pension providers and, if
possible, from the relevant company that provides occupational pensions in the workplace. In addition,
a visit from a pension adviser in the company or union would make sure that up-to-date information is

available.

The ‘State Pensions — Your guide’

Pension ‘Pensions — the basics’

Service http://www.thepensionservice.gov.uk/

Department

for Work

and

Pensions

Directgov http://www.direct.gov.uk/en/AdvancedSearch/Searchresults/index.htm?fullText=pensions

FSA Money made clear: Just the facts about pensions
http://www.moneymadeclear.fsa.gov.uk/pdfs/pensions _ink.pdf
Money made clear: Just the facts about Stakeholder pensions
http://www.moneymadeclear.fsa.gov.uk/pdfs/stakeholder_ink.pdf

TUC http://www.worksmart.org.uk/money/viewsection.php?sen=3

Worksmart

Pensions http://www.pensionsadvisoryservice.org.uk/

Advisory http://www.pensionsadvisoryservice.org.uk/state_pensions/SPA _Calculator/

Service

SPA

calculator

Money http://www.moneybasics.co.uk/financial-planning/retirement/financial-planning.html

Basics

Includes a

retirement

calculator

BBC Raw http://www.bbc.co.uk/raw/money/saving _up/deciding_on_a_pension.shtml

Money http://www.bbc.co.uk/raw/money/saving up/planning for retirement.shtml

Links to other TUC materials
There are a number of resources and information on the Worksmart website.
There is also a course about Pensions for Union Representatives: Understanding your Pension
Scheme.
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