
 

 

An employers’ guide to… 

Assumed Pensionable Pay 
 

 

Introduction 

We have produced this guide to help employers understand and calculate assumed 

pensionable pay (APP) for Local Government Pension Scheme (LGPS) members. 

APP replaced the concept of notional or ‘as was’ pay when a member moves to reduced 

contractual pay or no pay through sickness, injury, paid child related leave or adoption 

leave or whilst a member is on reserve forces service leave 

 

 

Please note: 

This guide does not cover every aspect and it is not an interpretation of the scheme 

regulations. 

In the event of any unintentional differences, the scheme regulations will prevail.  

This guide does not confer any contractual or statutory rights. 
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What is assumed pensionable pay? 
 
Assumed pensionable pay (APP) replaced the concept of notional or ‘as was’ pay when a 
member moves to reduced contractual pay or no pay.  
 

When does it apply? 
 

Assumed Pensionable Pay (APP) is used when a member moves to reduced or no 
contractual pay because of sickness or injury.  
 
It also applies during relevant paid child related leave such as ordinary maternity, 
paternity or adoption leave, paid shared parental leave, any paid additional maternity or 
adoption leave and a paid period of parental bereavement leave. 
 
APP also applies whilst a member is on reserve forces service leave.   
  
In all these circumstances, the amount added to the cumulative pensionable pay should 
be the assumed pensionable pay and not the actual pensionable pay received (if any). The 
employee will pay contributions on any actual pensionable pay received during such 
periods of absence, but the employer will pay contributions on the amount of the 
assumed pensionable pay.    
  
APP does not apply during any part of relevant child related leave during which the 
pensionable pay received is greater than the assumed pensionable pay for that part of 
the leave period. On those days, the employee and employer pay contributions on the 
actual pensionable pay received.  
  
APP also does not apply during any period of unpaid: additional maternity, paternity, 
parental bereavement leave, adoption leave or shared parental leave available at the end 
of relevant child related leave. This is to be treated as an unpaid leave of absence and the 
member will have the option to purchase the “lost” pension for the absence via an 
Additional Pension Contribution (APC).  
 
If the member was in the 50/50 section prior to dropping to no contractual pay because 
of sickness they should be returned to the main section from the beginning of the next 
pay period (provided they are still on no pay at that time). If the employee has a period 
of authorised unpaid leave of absence or is absent due to industrial action, APP should 
not be added to the pensionable pay cumulative for that period of absence.  
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The Calculation 
Assumed pensionable pay is calculated as an annual rate then applied to the relevant 

period as a proportion of that rate.  

The relevant period starts on the date the employee drops to reduced or no contractual 

pay due to sickness or injury, or when “relevant” child related leave or reserve forces 

service leave commences, as outlined in the “When does it apply” section of this guide. 

The annual rate is calculated as follows for a monthly paid employee:  

a) Calculate the average of the pensionable pay for the 3 complete months prior to the 

start of the relevant period; removing any ‘lump sums’ but include any APP already 

credited in those 3 months 

b) Gross up to an annual figure 

c) If 3 complete pay periods do not exist, use whatever number of complete periods are 

available  

For a weekly paid employee 12 complete pay periods should be used instead of 3 but the 

calculation methodology is the same.  

An example…  

APP is calculated at an annual rate based on the pensionable pay received in the 3 

complete months (or 12 weeks if weekly paid) before the start of the applicable period:   

Month 1 = £1,400 

Month 2 = £2,500 (including £1,000 regular bonus and £100 overtime) 

Month 3 = £1,400 

Annual rate of APP = (£1,400 + £1,500 + £1,400) ÷ 3 x 12) = £17,200  

Annual figure is then apportioned to the applicable period and replaces any pay received.  

Ignore any lump sum payments made in the previous 3 months as these would already 

be included in the pensionable pay – please see the lump sum section further on in this 

document for more information regarding regular lump sums.   

There may be occasions where the outcome of the prescribed calculation is, in the 

employer’s opinion, materially lower than the actual level of pensionable pay the member 

would normally receive had they been at work. In these circumstances, the employer may 

substitute a higher level of pensionable pay than the APP value to reflect the level of pay 

the member would normally have received. In making such a determination, the scheme 
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employer must have regard to the pensionable pay received by the member in the 

previous 12 months. 

If the member has not received any pensionable pay in the previous 12 months, this does 

not prevent an employer from deciding to substitute a higher level of pensionable pay. 

Proportioning 

The same method should be used for proportioning APP as for part periods of pensionable 

pay. Therefore, you should use whatever method you would normally use to calculate 

one day’s pay from an annual rate for example annual rate/365 x number of days etc. 

Regular Lump Sums 

Any regular lump sum payment paid in the 12 months before the start of the assumed 

pensionable pay period must be added into the annual APP figure. There is no 

requirement for you to assess how long the APP period is likely to last, nor the likelihood 

that the lump sum would have been paid during that period.   

Separate employments 

The calculation of APP uses the 3 most recent months (or 12 most recent weeks) in which 

the member received pensionable pay relating to that employment before the reduced 

or no pay period. If during the 3 months (or 12 weeks period) used to calculate the APP 

the member ceases one employment and is re-employed on a new contract of 

employment, the calculation of the value of the APP is based on the pensionable pay 

received in the new employment only using the number of complete weeks/months 

available in the employment. 

Adjusting the APP figure 

Once set, APP is not subsequently adjusted unless it continues for a period that crosses 

two 31st March dates. Where an employee is, for example, on long term sick leave, APP 

is adjusted at midnight on the second 31st March following the date APP commenced. 

The adjustment is the percentage adjustment specified in the HM Treasury Revaluation 

order for that second scheme year ending on the 31st March. If the relevant period 

continues for a further year it will be revalued again at midnight on the next 31st and so 

on.  
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Example 

A monthly paid employee goes on sick leave on reduced pay from 15th June.  The annual 

APP figure is calculated as £18,200.   

  

At the following 31st March the member is still on sick leave, and by that time, no pay. 

The annual APP figure of £18,200 is not increased at that 31st March and continues to be 

used from 1st April.   

  

If the employee is still on sick leave with no pay at the subsequent 31st March, the figure 

of £18,200 will be adjusted by the annual percentage figure specified in the HM Treasury 

order, (using 2% as an example, the annual APP figure is then increased to £18,564) from 

the second 1st April.   

  

The 50/50 section rule 

If the member was in the 50/50 section prior to dropping to no contractual pay because 

of sickness, they are placed in the main section from the beginning of the next pay period, 

provided they are still on no pay at that time.  

  

So, for a monthly paid person dropping from half pay to no pay in the middle of August 

for example, the APP for August would drop into the cumulative pensionable pay in the 

50/50 section whereas the APP in September would drop into the main section 

cumulative pensionable pay.  

  

Also, where a member is in the 50/50 section and goes on to no pay during ordinary 

maternity, adoption or paternity leave, the employee must be moved back into the main 

section from the beginning of the next pay period if they are still on nil pay at that time.  

Effects of periods of leave 

It is dependent on the type of leave as to whether assumed pensionable pay (APP) is used. 

The APP will always be calculated by an employer when a member goes on reduced or nil 

pay, but it may not be used at that point in regard to the payment of contributions or the 

calculation of benefits.   

 

 

 

 



 
 

 
6 

Sick Leave 

When a member begins a period of sick leave nothing will happen if they receive full pay. 

An employer must calculate the “assumed pensionable pay” at the point that a member 

goes to nil or reduced pay because of sick leave.  

  

From that point, the member will pay a contribution as normal on the pay that they 

actually receive. However, because of the type of leave, the employer will pay their 

contribution on the assumed pensionable pay that they have calculated and will continue 

to do so until the member returns to full pay. The effect of this is that the member will be 

credited with full pension benefits for the relevant scheme year.      

  

Short periods of sickness  

Typically, this will occur when an employer has a policy of nil pay for the first days of 

sickness; (the first 3 days for example). In these cases, APP is relevant for those first 3 days 

of sickness. Adjustments do not have to be made in arrears as they are done in the pay 

period the actual salary is deducted. 

 

Child related leave 

At the point that a member begins a period of maternity, paternity, parental bereavement 

leave or adoption leave on reduced pay, an employer must calculate the “assumed 

pensionable pay”.  

 

During any period of ordinary paid maternity, paternity, parental bereavement or 

adoption leave an employee must continue to pay pension contributions on the actual 

pay received. An employer will pay contributions on the assumed pensionable pay figure.   

 

For example, a member is paid 9/10ths of their pay for the first 6 weeks of their child 

related leave, then 12 weeks at half rate plus an amount of State Maternity Pay, followed 

by standard SMP for the remaining qualifying weeks. The member then takes an 

additional period of unpaid maternity, paternity or adoption leave of 12 weeks.  

The member’s benefits will continue to accrue as if they were working normally on full 

pay for the period of paid leave.   

 

Unpaid additional maternity, paternity, parental bereavement & adoption leave 

During any period of any unpaid additional maternity, paternity, parental bereavement 

or adoption leave, neither the employer nor the employee will contribute, and the 

employee will not accrue benefits.   
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Any unpaid child related leave is classed as authorised unpaid leave and a member can 

buy-back the amount of “lost” pension through an additional pension contribution (APC) 

contract. 

 

Keep in Touch (KIT) days 

In cases of employees on relevant child related leave who return for a KIT day, the 

pensionable pay for that day should be added to the cumulative pensionable pay rather 

than the APP if the actual is higher than the assumed. The APP applying after the KIT day 

will be the same as that applying before the KIT day; in other words, there is no need to 

recalculate it simply because of the KIT day.  

 

Strike leave 

Absence due to a trade dispute is treated the same as unauthorised unpaid leave, in as 

much as no pension contributions are payable and no benefits accrue.  

  

If the member wishes to buy-back what will often be a small amount of pension “lost” in 

respect of a period of strike action they can do so through an additional pension 

contribution (APC) contract, either over a period of time or as a one-off lump sum.   

  

The amount of “lost” pension will be calculated as 1/49th of the Assumed Pensionable 

Pay (APP) during the period of the absence if the person was in the main section during 

that period, or 1/98th of the APP for the period of the absence if they were in the 50/50 

section during that period.  

 

It should also be noted that the option for a person who has been on strike to make a 

decision is no longer limited to 30 days from the end of the recognised trade’s dispute 

and they can make their election at any time during their employment. 

 

Jury Service 

The Local Government Pension Scheme 2014 has no specific rules for jury service. If a 

member is on jury service where the employer pays the member their normal pay, they 

will accrue benefits as normal. If an employer does not pay an employee whilst on jury 

service, the member is obviously on nil pay and will not pay a contribution. It is classed as 

authorised leave of absence. If the member wishes to buy-back pension “lost” in respect 

of a period of jury service, they can do so through an additional pension contributions 

(APC) contract. 
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Reserve Forces Service Leave 

For members who are called on for reservist leave, the employer will calculate an 

assumed pensionable pay figure whilst the reservist is on leave and drop that into the 

member’s cumulatives (main or 50/50 section) so the person continues to build up a 

pension as if they were still at work. No employer contributions are paid to the Fund on 

that assumed pensionable pay.  

  

The employer would then tell both the reservist and the Ministry of Defence (via the 

reservist) of the assumed pensionable pay and the employee and employer contribution 

due on that amount. The MoD would deduct the employee contributions from the 

reservist and pay that contribution, together with the employer contribution, directly 

over to the administering authority. If the employer continues to pay the reservist some 

pay whilst they are on reserve forces service leave, neither employee or employer 

contributions are payable on that pay as it is classed as non-pensionable and 

contributions are payable on the assumed pensionable pay figure instead. That pay is not 

added into the person’s cumulatives, but the assumed pensionable pay is.  

  

Ill health pension or death in service 

APP will need to be calculated by the employer for any employees who retire on the 

grounds of permanent ill-health with a Tier 1 or Tier 2 ill health pension and for any death 

in service cases.    

The APP figure is calculated in the normal way but using the average of the pensionable 

pay for the 12 (weekly) or 3 (monthly) complete pay periods prior to the date of 

retirement or death (including any APP credited in and relating to those pay periods). Any 

regular lump sums paid in the 12 months prior to the date or retirement or death can be 

added back into the annual rate of APP if the employer determines there is a “reasonable 

expectation” it would again have been paid to the member1. This APP figure is needed to 

calculate the amount of the enhancement to the benefits due under the LGPS.   

Where the Independent Registered Medical Practitioner (IRMP) certifies that the member 

was working reduced contractual hours during the relevant pay periods wholly or partly 

because of the condition that caused or contributed to the ill health retirement, the APP 

figure is to be calculated on the pay the member would have received during the relevant 

pay periods if they had not been working reduced contractual hours.  

1 Changes in legislation in May 2018, allows employers the discretion to use a different 

pensionable pay figure that reflects the normal pay of the member over a longer period of 
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time. In doing so, an employer must have regard to the pensionable pay received by the 

member in the previous 12 months.   

Cessation of assumed pensionable pay accrual 

Assumed pensionable pay (APP) ceases to accrue when a member returns to work after 

a period of sickness or injury and subsequently goes back to full pay. This also applies 

when an employee ceases to be absent on relevant child related leave or on ceasing 

reserve forces service leave. 

Additional pension contributions (APC) 

If the member wishes to purchase “lost” pension for an absence, they will need to 

complete an application via the additional pension contributions calculator on the LGPS 

members website:  https://www.lgpsmember.org/more/apc/index.php 

Provided the member elects within 30 days of returning from the authorised leave of 

absence the cost of the APC contract will be split 1/3rd employee and 2/3rds employer. If 

they elect after the 30 day period the cost of the APC contract will be at full cost to the 

employee. The employer has the discretion to decide when the 30-day period starts. For 

practical reasons, it may be easier to start the 30 days deadline from the date of the 

employer’s notification to the member; for example.  

Strike action is classed as unauthorised leave of absence and therefore, the APC would be 

at full cost to the employer i.e. no employer contribution to the cost. 

Furloughed members 

Members will continue to build up CARE pension based on the actual pay they receive. If 

the furlough pay is less than their normal pay (because the employer chooses not to top 

up pay to 100%), the pension they build up will also be less. They can choose to buy 

additional “extra” pension via additional pension contributions (APCs) to make up for the 

pension lost during this period. The employer is not obliged to split the cost with the 

member but can choose to. The employer could choose to award additional pension to 

the member, based on the pension “lost” during a period of reduced pay. 

Final salary benefits are usually calculated using the pensionable pay earned in the year 

before leaving the scheme; however, one of the two previous years' pay is used, if higher. 

This should prevent final salary benefits from being detrimentally affected if the 

member’s pay is reduced due to being on furlough. 

https://www.lgpsmember.org/more/apc/index.php
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Contributions and absences 

Type of absence 
Employee 
contributions 

Employer 
contributions 

Effect on CARE 
pension 

Authorised unpaid 
leave 

None None No pension accrued 
– has option to buy 
“lost” pension via an 
APC 

Unauthorised 
unpaid leave 

None None No pension accrued 
– has option to buy 
“lost” pension via an 
APC 

Jury Service None None No pension accrued 
– has option to buy 
“lost” pension via an 
APC 

Trade dispute / 
strike action 

None None No pension accrued 
– has option to buy 
“lost” pension via an 
APC 

Sickness / Injury Paid on actual pay 
received 

Paid on assumed 
pensionable pay 
(APP) figure 

Pension accrues as 
normal at 1/49th of 
APP (or 1/98th if in 
50/50 section) 

OML/OAL/OPL/SPL 
 

Paid on actual pay 
received 

Paid on assumed 
pensionable pay 
(APP) figure 

Pension accrues as 
normal at 1/49th of 
APP (or 1/98th if in 
50/50 section) 

Paid 
AML/AAL/APL 

Paid on actual pay 
received 

Paid on assumed 
pensionable pay 
(APP) figure 

Pension accrues as 
normal at 1/49th of 
APP (or 1/98th if in 
50/50 section) 

Unpaid 
AML/AAL/APL 

None None No pension accrued 
– has option to buy 
“lost” pension via an 
APC 

KIT days Paid on actual pay 
received 

Paid on higher of 
actual pay received 
or APP 

Pension accrues as 
normal at 1/49th of 
APP (or 1/98th if in 
50/50 section) 

Reserve Forces 
Service Leave 

If elected to remain in LGPS, contributions are paid through 
Ministry of Defence (MOD) please see the LGPS HR Guide: 
http://lgpsregs.org/resources/guidesetc.php 
 

 

http://lgpsregs.org/resources/guidesetc.php

