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Introduction 

All local government pension funds have an arrangement with an Additional 
Voluntary Contributions (AVC) provider (often an insurance company or building 
society) in which members can invest money. The money is deducted directly from 
member’s pay before tax is worked out, so, if the member pays tax they receive tax 
relief automatically. Under the AVC arrangement members have their own personal 
account and they decide how the money in their pot is to be invested. 
 
Members of the Pension Scheme can pay up to 100% of their pensionable pay into 
an in-house AVC, unless they started their AVC before 1 April 2014, in which case, 
they can pay up to 50% of their pensionable pay. 

When a member retires, there are several options available with regard to taking the 
benefits from the AVC fund. The current options are: 

1. To take an annuity from the AVC provider with or without a 25% tax-free 
lump sum. 

2. To take an annuity from another provider- the open market option. 
3. To take an annuity from the LGPS fund. 
4. To take a tax-free lump sum up to 100% of the Additional Voluntary 

Contributions fund, if the limits allowed are not exceeded. 
5. To defer the AVC fund up to any time before age 75. 

Current Provisions 

Gwynedd Pension Fund’s current AVC provider is Clerical Medical.  They are a British 
life insurance, pensions and investment company founded in 1824, and a subsidiary 
of Lloyds Banking Group. 
 



Following the decision to demutualise the company in 1995, Clerical Medical merged 
with Halifax in 1996, and was later absorbed into HBOS plc in 2001. 

HBOS was bought by Lloyds TSB Group in January 2009. The resulting company, 
Lloyds Banking Group, announced in April 2009 that the Clerical Medical brand would 
eventually be phased out in favour of its Scottish Widows subsidiary. 

Gwynedd have been using Clerical Medical as its AVC provider since 2001, following 
the collapse of The Equitable Life Assurance Society. 
 
Clerical Medical have been closed to new business for some time and the level of 
support for both the members and employers/pensions team is quite limited 
compared to some other AVC providers. 
 
Even though the support is limited Clerical Medical are efficient in allocating monthly 
contributions and paying out AVC funds on retirement, it is felt that the services for 
members is lacking in comparison to competing companies e.g. member access to 
website to see fund values and to change contributions/investment funds. 

At the end of the 2016/17 tax year Gwynedd Pension Fund had 651 active members 
paying into the fund and 115 deferred members. The total value of the investment 
held was £3,349,191.49 with approximately £45,000 being paid over to Clerical 
Medical on a monthly basis. 

Undertaking a review of AVC provisions 

In order to ensure compliance with Pension Regulator’s code of practice and to make 

sure that we offer our members the best possible service it was decided that a 
review of our AVC provisions should be undertaken. 

Following a procurement process Hymans were appointed to conduct the review of 
the AVC provisions for the fund.  

The aim of this review is to find out what would be the best option for Gwynedd i.e. 
remain with Clerical Medical or transfer business over to a new provider and to 
understand the consequences of transferring to a new provider.  

Alternative options 

There are 3 main options available for Gwynedd in respect of an AVC provider. They 

are: 

 Remain with Clerical Medical 
 Transfer over to a brand new provider 

 Move over to an arm of the Lloyds Banking Group that is actively seeking new 
AVC contracts. 

Active AVC providers are able to offer members services such as: 



 Extensive range of investment fund 
 Online access to their own records to view fund values and change details 
 Conducting member presentations 

They can also help the Pension fund by: 

 Taking away administering burden of setting up records, changing 
contributions amounts and investment funds. 

 Post annual benefit statements directly to members. 
 Administer the forthcoming freedom and choice option. 

All of the above services would assist the administrative authority to release staff to 
undertake other duties.  

Review results 

Brian Kite from Hymans Robertson is currently finalising the review paper ready for 
presenting to the Pension Committee at the meeting taking place on the 15th March 
2018. 

Board members will be able to read the report once the meeting packs for the 
Committee have been distributed and any concerns can be addressed at the next 
meeting.   


